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“CISION
COTANGCO-MANALASTAS, J.:

The Petition for Review filed by Next Mobile, Inc.
(petitioner) on September 10, 2009 is secking the nullification
of the Final Decision of the Burcau of Internal Revenue (BIR)
that found petitioner liable for deficiency value-added tax
(VAT) for taxable year 2005 in the aggregate amount of
P2,785,754.67.

STATEMENT OF FACTS

Petitioner Next Mobile, Inc. is a domestic corporation
organized under Republic Act Nos. 7301 and 7940, with//
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principal office address at Next Mobile Building, 2244 Espana
Avenue, Sampaloc, Manila.!

On the other hand, respondent is the head of the Bureau
of Internal Revenue, holding office at the BIR National Office
Building, BIR Road, Diliman, Quezon City.

On January 14, 2009, respondent issued a Formal
Letter of Dcmand with Final Assessment Notices (FAN) for
deficiency VAT and cxpanded withholding tax against
petitioner for taxable ycar 2005.2

In a letter dated March 5, 2009, petitioner formally
protested the assessment.3

After the BIR’s review of the report of re-investigation
covering all internal rcvenue taxes for taxable year 2005, on
August 11, 2009, petitioner received the decision of the BIR on
its protest which reduced the deficiency VAT payable to
P2,785,754.67.4 Thus, on September 10, 2009, petitioner filed
this Petition for Review.

In her Answer® filed on October 19, 2009, respondent
interposed the following special and affirmative defenses:

“6. The subject assessments arc valid and correct and the
pctitioner has the burden of proof to impugn their
validity (Bechn Mcyer & Co. vs. Collector of Internal
Revenue, 27 Phil 647). Thus, similarly held, tax
asscssments by cxaminers arce presumed correct and
madc in good faith and the taxpayer has the duty to
prove otherwise (Commissioncer of Internal Revenuce vs.
Construction Resources of Asia, Inc., 145 SCRA 671);
and asscssments duly made by a BIR examiner and
approved by her supcerior officers will not be disturbed
(Guticrrez vs. Villegas, 8 SCRA 547).

7. The burden of proof is on the taxpayer contesting the
validity or corrcctness of an asscssment Lo prove not
only that the Commissioncr of Internal Revenuc isL

' Par. 1, Relevant Stipulated Facts, Joint Stipulation of Facts and Issues (JSFI), docket, p. 289
? Par. 5, Relevant Stipulated Facts, JSFI, docket, p. 290; Exhibits “A”, “A-1", and “A-2"

¥ Par. 6, Relevant Stipulated Facts, JSFI, docket, p. 290; Exhibit “B”

1 Par. 7, Relevant Stipulated Facts, JSFI, docket, p. 290; Exhibit “C”

> Docket, pp. 263-266
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wrong but also that the taxpaycer is right (Tan Guan vs.
Court of Appcals, ct. al., 19 SCRA 903 [1967];
Collector  of  Internal  Revenue  vs.  Bohol Land
Transportation, Co., 107 Phil. 967 |1960]).

8. All presumptions arc in favor of the correctness of the
asscssment made by the Commissioner of Internal
Revenue; the taxpayer must prove the contrary
(Commissioner of Internal Revenue v. Antonio Tuason,
Inc., 173 SCRA 397, Commissioner of Internal Revenue
v. Construction Resources of Asia, Inc., 145 SCRA 671).

9. Pctitioner filed false VAT returns, hence, respondent’s
right to asscss is within ten (10) years from the date of
the discovery of falsity pursuant to Scction 222 (a) of
the 1997 Tax Codc, thus;

‘Scction 222. Exceptions as to Period of
Limitation of Assessment and Collection of
Taxes. —

In the case of a false xxx xxx return with
intent to evade tax xxx, the tax may be
assesses (sic) or a proceeding in court for
the collection of such tax may be filed
without assessment, at any time within ten
(10) years after the discovery of falsity xxx

XXX
10.  The asscssments were issucd in the regular course
and within the reglementary period to assess provided

by law.”6

On October 21, 2009, the Court issued a Notice of Pre-
Trial Conference setting the case for pre-trial conference on
November 19, 2009.7

Meanwhile, petitioner filed its Reply on November 3,
2009, alleging that it did not file false VAT returns, contrary to
respondent’s allegation and that this Court has jurisdiction
over the case pursuant to Republic Act No. 1125, as
amended.® /,

® Docket, pp. 264-265
’ Docket, p. 267
% Docket, pp. 268-271
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Petitioner’s Pre-Trial Brief* and respondent’s Pre-Trial
Brief!© were both filed on November 16, 2009.

On December 9, 2009, the parties filed their Joint
Stipulation of Facts and Issues!!, which was later approved in
a Resolution!? dated Dccember 29, 2009. In the same
Resolution, the  pre-trial  conference was  considered
terminated.

Thereafter, trial proceeded, giving both parties the
opportunity to present their respective documentary and
testimonial cvidence.

Petitioner presented Exhibits “A” to “UU-17, which were
later admitted as part of the evidence for petitioner as per
Resolutions dated April 13, 201115 and June 3, 201114, On
the other hand, respondent presented Exhibits “17 to “48-a”,
which were later admitted via Resolution dated June 21, 2011,
with the exception of Exhibits “377 and “37-a” which were
denied admission for respondent’s failure to present the
original document for comparison and Exhibit “10” which was
denied admission [or respondent’s faillure to identify the same
in Court.!s

The case was submitted for decision on August 16, 2012,

after petitioner submitted its Memorandum!¢ on July 30, 2012
and respondent filed her Memorandum'!7 on August 10, 2012.

STATEMENT OF ISSUES

The parties submitted the following issues!® for this
Court’s disposition:

“l. Whether the FAN was issued within the 3-year
prescriptive period. %

 Docket, pp. 273-279

9 Docket, pp. 281-284

"' Docket, pp. 289-292

"’ Docket, p. 301

Y Docket, pp. 539-540

" Docket, p. 567

> Docket, pp. 664-665

16 Docket, pp. 674-690

' Docket, pp. 692-700

'8 Stipulated Issues, JSF1, docket, p. 291
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2. Whecther Next Mobile is liable for deficiency VAT in
the total amount of P2,785,754.67 for taxable year 2005.

3. Whether Next Mobile is liable for 20% interest on
the allcged deficiency VAT.

4.  Whether Next Mobile 1s liable for compromise
penalty.

5. Whether Next Mobile filed false VAT returns for
taxable year 2005 that will warrant the application of the
10-year prescriptive period.”

RULING OF THE COURT

Understatement of VATable
sales/ collections; False return;
Prescription of period lo assess
lax.

On the i1ssue of prescription, as raised in the first and
fifth stipulated issues, petitioner contends that the right of
respondent to assess it of defliciency VAT for the first, second,
and third quarters of the year 2005 had already lapsed
pursuant to Scction 203 of the NIRC of 1997, as amended,
which states:

“SEC. 203. Period of Limitation Upon Assessment and
Collection. - Except as provided in Scction 222, internal
recvenuce taxes shall be asscessed within three (3) years after
the last day prescribed by law for the filing of the return, and
no procceding in court without asscssment for the collection
of such taxes shall be begun after the cxpiration of such
period: Provided, That in a casc whcere a rcturn is filed
beyond the period prescribed by law, the three (3)-ycar
period shall be counted from the day the return was filed.
For purposcs of this Scction, a rcturn filed before the last
day prescribed by law for the filing thercof shall be
considered as filed on such last day.”

Corollary thereto, Section 114(A) of the NIRC of 1997
provides:

“SIEC. 114. Return and Payment of Value-added Tax. —%
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(A) In General. - Every person liable to pay the valuc-added
tax imposcd under this Title shall file a quarterly return of
the amount of his gross sales or receipts within twenty-five
(25) days following the close of cach taxable quarter
prescribed for cach taxpayer: Provided, however, That VAT-
registered persons shall pay the valuc-added tax on a
monthly basis.”

Based on the foregoing, the three-year period to assess
commences [rom the date of actual filing of the return or {from
the last day prescribed by law for the filing of such return,
whichever comes later. In the case of VAT, the filing of the
Quarterly VAT Return must be made within twenty-five (25)
days after the close of the taxable quarter. Hence, if the
return was filed earlier than the last day allowed by law, the
period to assess shall still be counted from the last day
prescribed by law for filing of the rcturn.  However, if the
return was filed beyond the period prescribed by law, the
three-yecar period shall be counted from the day the return was
filed.

Applying Scction 114(A) of the NIRC of 1997, respondent
had until the following dates within which to assess pectitioner
for deficiency VAT:

Return Last Day to Last Day to
Exhibit Filed Date Filed File Return Assess
Ist April 25,
"O" Quarter April 25, 2005 2005 April 25, 2008
2nd
Q" Quarter July 27,2005 | July 25, 2005 | July 27, 2008
3rd Octlober 25, Octlober 25, October 25,
"R" Quarter 2005 2005 2008
4th Scptember 27, | January 295, Scptember 27,
'S” Quarter 2006 2006 2009
However, respondent alleged in her Answer to the

Petition for Review that petitioner filed false VAT returns and
thus invoked the 10-year period of limitation within which to
assess as provided in Section 222(a) of the NIRC of 1997, as
amended, which states:

“SIEC. 222, Ixceptions as to Period of Limitation of
Assessment and Collection of Taxes. —

(@) In the casc of a falsc or fraudulent return with
intent Lo cvade tax or of failure to filc a return, the tax may
be assesscd, or a proceeding in court for the collection of
such tax may be filed withoul asscssment, at any Limc/_/
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Add: Penalties
Interest (1-26-06 to

9-30-09) P 1,170,363.70
Compromise 25,000.00 1,195,363.70
Total VAT Payable P 2,785,754.€.

The basic deficiency VAT of P1,590,390.97 arose f{rom
rcspondent’s  [inding that petitioner’s VATable revenues
amounied to P314,751,647.19 instead of the amount of
P298,847,736.50 reflected per petitioner’s VAT returns; hence,
an under-declaration in the amount of P15,903,910.692!,

In arriving at the VATable revenues of P314,751,647.19,
respondent computed petitioner’s sales collections, nct of VAT,
for the year 2005 in the amount of P328,593,864.00 based on
the sales and accounts reccivable balances reflected in
petitioner’s audited [inancial statements, as shown below?2;

Sales Net of Collections
VAT Inclusive of VAT Net of VAT
Accountls
Rececivable,
Beginning 472,436,546.00 23
Salcs 318,158,534.002% | 349,974,387.40
Total 822,410,933.40
fC()llC(:Li(m 361,453,250.40 328,593,864.00
Accounts
Rceceivable,
End 460,957,683.00 25

After deducting the amount of P13,842,216.81,
representing petitioner’s revenues not subject to VAT {from the
total collections of P328,593,864.00, respondent came up with
petitioner’s alleged VATable revenucs in the amount of
P314,751,647.19. The latter figure was then compared with
the amount of P298,847,736.50 rcported per VAT returns
resulting in an undcclared VATable sales collections of
P15,903,910.69 upon which a ten percent (10%) deficiency
VAT in the amount of P1,590,390.97 was imposed.%

! Erroneously indicated in Exhibit "C" as P62,605,513.90

*” Exhibit “C”

3 BIR Records, p. 20, Notes to Financial Statements, no. 4
' BIR Records, p. 16, Notes to Financia! Statements, no. 12
» BIR Records, p. 20, Notes to Financial Statements, no. 4
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Notably, petitioner was not able to present documentary
cvidence to explain the discrepancy of P15,903,910.69. This
fact was admitted by petitioner in its Memorandum?2¢ and in
the Supplemental Judicial Affidavit?” of petitioner’s Director
for Finance, Mr. Patricio S. Carlos, thus:

“Q.5: How can you cxplain then the remaining
diffcrence in revenuce in the amount of Php15,903,910.69?

A: As | mentioned in the Affidavit, the Final
Asscssment Notice (‘FAN’) was rcccived by Next Mobile only
on 6 Fcbruary 2009, At that time, since more than three (3)
ycars have lapscd from the filing of the quarterly VAT
rcturns of Ncxt Mobile for 2005, Next Mobile did not
anymorc retain records pertinent to VAT. Thus, Next Mobile
cannot now substantiate with sufflicicnt documents the
rcason why the remaining Php15,903,910.69 should not be
included in the gross rceeipts subject to VAT,

IF'urthermore, when Next Mobile was  preparing  its
Protest against the FAN, Next Mobile cannot anymorce access
a scgment of its information technology (1T7) system and
rctricve thercfrom the relevant documents that could have
sufficiently explained the foregoing discrepancy.

In any casc, cven if the amount of the alleged
undcclarced revenuce is correct, Next Mobile is still not liable
for any dcficicney VAT for the year 2005.7

In view of the above-stated computation of respondent
which resulted in undeclared gross receipts in the amount of
P15,903,910.69, and considering further petitioner’s failure to
present evidence to refute the existence of the said undeclared
gross receipts, the Court therefore agrees with respondent’s
[indings that there was an understatement of petitioner’s VAT
sales collections in 2005.

In the case of Aznar vs. Court of Tax Appeals and
Collector of Internal Revenue?®, a false return has been defined
as a deviation from the truth or fact, whether intentional or
not, to witzl/

’® Docket, p. 684, par. 19.3
’/ Exhibit “UU"

8 G.R. No. L-20569, August 23, 1974
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“(W)e  beliecve  that  the proper and  recasonable
interpretation of said provision should be that in the three
different cascs of (1) falsc return, (2) fraudulent return with
intent to cvade tax, (3) failure to filc a return, the tax may be

asscssced, or a procceeding in court for the collection of such
tax may bc begun without asscssment, at any time within

ten ycars after the discovery of the (1) falsity, (2) fraud, (3)
omission. Qur stand that the law should be interpreted to
mcan a scparation of the three different situations of falsc
rcturn, f{raudulent return with intent to cvade tax, and
[ailurc to lile a rcturn is strengthened immeasurably by the
last portion of the provision which scgregates the situations
into three different classces, namcly, ‘falsity’, “fraud’, and
‘omission’. That there is a difference between ‘false return’
and ‘fraudulent rceturn’ cannot be denied. While the first
merely  implics  deviation from the truth, whether
intentional or mnot, thc sccond implics intentional or
deccitful entry with intent to evade the taxes duce.”

Furthermore, in the case of Commissioner of Internal
Revenue vs. The Estate of Bernigno P. Toda, Jr., et al?°, the
High Court ruled that even assuming that the return merely
failed to rcflect the truc or actual amount without fraud on the
part of the taxpayer, in other words, there is merely falsity in
the return, the prescriptive period to assess the correct taxes
1s ten years from the discovery of the falsity. The pertinent
portion of the said Decision reads:

“It 18 truc that in a qucry dated 24 August 1989,
Altonaga, through his counscl, asked the Opinion of the BIR
on the tax conscquence of the two sale transactions. Thus,
the BIR was amply informed of the transactions cven prior Lo
the exccution of the nccessary documents to cffect the
transfer. Subscquently, the two sales were openly made with
the cxccution of public documents and the declaration of
taxces for 1989. Howecever, these circumstances do not negate
the existence of fraud. As carlicr discussed thosc two
transactions wecre tainted with fraud. And cven assuming
arguendo that thcere was no [raud, we find that the income
tax return filed by CIC for the year 1989 was false. It did
not reflect the true or actual amount gained from the
sale of the Cibeles property xxx.

As stated above, the prescriptive period to assess
the correct taxes in case of false returns is ten years
from the discovery of the falsity. xxx” (Emphases supplied) L

% G.R. No. 147188, September 14, 2004
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In the present case, the understatement in petitioner’s
VATable sales collcctions in 2005 makes petitioner’s VAT
rcturns for the said ycar false. Accordingly, the ten-year
prescriptive period applies and not the three-year prescriptive
period as allcged by pctitioner.

A record of sufficient input
VAT in the books of a laxpayer
is not a bar to having the said
laxpayer assessed for
deficiency output VAT.

The Court does not agree with petitioner’s line of
reasoning that even assuming it was liable for deficiency VAT
it had more than enough input VAT to which the deficiency
VAT may be credited against and respondent should have
simply credited the same amount of unutilized input VAT
against the subject deficiency VAT assessment; and since
petitioner had sufficicnt input VAT which was not
credited /applied against any output VAT (for 2005 and the
succeeding years), it should not be held liable for deficiency
output VAT.30

First, respondent 1s not authorized to automatically credit
or offset unutilized input VAT, or any claims a taxpayer may
have from the government, against a deficiency VAT
assessment or any existing tax liability. Such practice is not
sanctioned by any law or rules in this jurisdiction. Section
228 of the Tax Code clearly requires that the taxpayer must
first be informed that he 1s hable for deficiency taxes through
the sending of an assessment. He must be informed of the
facts and the law upon which the assessment is made. To
proceed heedlessly with tax collection without first
establishing a valid assessment is cvidently violative of the
cardinal principle in administrative investigations - that
taxpayers should be able to present their case and adduce
supporting cvidence.3!

Second, a record of excess and unutilized mnput VAT 1n
petitioner’s books, sufficient to cover its tax liabilities, does n()tL

30 Docket, pp.686-688.
31 Commussioner of Internal Revenue vs. Metro Star Superama, [ne., G.R. No. 185371,
Dccecember 8, 2010.
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bar respondent f[rom issuing deficiency VAT assessment/s
against pctitioner. In this case, the subject deficiency VAT
assessment against petitioner arose from “underdeclaration of
sales subject to Value Added Tax pursuant to Sec. 108 of the
NIRC”32,  The presence of unutilized input VAT sufficient to
cover the subject deficiency VAT assessment, does not change
that [fact that petitioner had undeclared VATable
sales/collections in 2005 in the amount of P15,903,910.69
upon which a 10% deficiency VAT may be imposed, and that
this understatcment in VATable sales/collections makes
petitioner’s VAT rcturns for 2005 false.

The existence of sufficient unutilized input VAT and the
matter having the same credited against or subtracted from
the subject deficiency VAT assessment, can only be viewed by
this Court, at most, as a probable mode by which the subject
deficiency VAT assessment can be paid/settled; but it is not a
valid ground that would warrant the nullification or
cancellation of the subject FAN and Final Decision.

Propriety  of crediting the
claimed 2005 input VAT against
the subject deficiency VAT
assessment o pay [or/settle
tax liability.

As carlicr mentionced, petitioner’s assertion as to the
sufficiency of its unutilized input VAT can only be viewed by
this Court, at most, as a probable mode by which the subject
deficiency VAT assessment can be paid/settled; but not as
valid ground to nullify or cancel the subject FAN and Final
Decision. Accordingly, the Court decems it prudent address
this looming question, viz:

May petitioner credit or offset its claimed 2005
excess and unutilized input VAT against the subject
deficiency VAT asscssment of P1,590,390.97, in
order to pay for/settle said tax liability?

Petitioner’s Quarterly VAT Return for the fourth quarter
of 2005 shows that petitioner had excess and unutilized input%

32 xhibit “A”
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VAT in the amount of P255,847,304.7333. Respondent, as
reflected in the Formal Letter of Demand??, acknowledged that
petitioner had excess and unutilized input VAT in the same
amount “to be carried over next year”.

To prove that the input VAT of P255,847,304.73 reflected
in the PAN and FAN has substantially remained unutilized
since 2005, petitioner presented its Quarterly VAT Returns for
the first quarter of 2006 up to the second quarter of 2010.
Based on the said Quarterly VAT Returns, petitioner’s VAT
transactions for the said period may be summarized as
follows:

Output Tax Due
200635 22,686,364.90
200736 16,393,939.32
200837 [2,154,086.01
200938 823,509.08
201039 336,067.53
Total 52,393,966.84

The table illustrates that even if the 2005 input VAT of
P255,847,304.73 were utilized, credited or offset against the
output tax due of petitioner from 2006 to 2010 amounting to
P52,393,966.84, there still remains a substantial unutilized
input VAT sufficient to pay for/settle petitioner’s deficiency
output VAT of P1,590,390.97 assessed on undeclared VATable
sales/ collections.

After a conscientious study of the relevant laws, rules,
and jurisprudence applicable in this instance, the Court 1is
contrained to rule that petitioner may not credit or offset the
2005 input VAT of P255,847,304.73 reflected in the PAN and//

33 lixhibit “S”

34 Jixhibit “A”

* Exhibits “AA”, “BB”, “CC”, and “DD”
% Exhibits “EE”, “FF”, “"GG", and “HH"
37 Exhibits “117, “13", “KK", and “LL"

38 Exhibits “MM”, "NN”, “00", and “PP”
* Exhibits "QQ" and “"RR”
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FAN against the subject deficiency VAT assessment of
P1,590,390.97 to pay lor/secttle its tax liability?

Under the NIRC of 1997, specifically Section 110, the
rule 1s that any input tax shall be creditable against the
output tax only if it is evidenced by a VAT invoice or
official receipt. Quoted below is the relevant portion of the
said provision:

“SEC. 110. Tax Credits, —

“(A) Creditable Input Tax. —
“(1) Any input tax evidenced by a VAT invoice or
official receipt issucd in accordancc with Section 113
hercol  on the  following transactions shall be
creditable against the output tax: xxx” (Emphasis
supplicd)

Consistent with the foregoing is Section 4.110-8 of
Revenue Regulations No. 16-2005, otherwise known as the
“Consolidated Value-Added Tax Regulations of 20057, viz:

“‘SEC. 4.110-8 Substantiation of Input Tax Credits.

(a) Input taxes for thc importation of goods or the
domestic purchase of goods, properties or services is
madc in the coursce of trade or business, whether such input
taxcs shall be credited against zero-rated sale, non-zcro-
rated sales, or subjected to the Final Withholding VAT, must
be substantiated and supported by the following
documents, and must be reported in the information
returns required to be submitted to the Bureau:

(1) xxx

(2) For domcestic purchasc of goods and propertics —
invoice showing the information required under Secs.
113 and 237 of the Tax Code

(3) For thc purchasc of rcal property - public
instrument i.c., deed of absolute sale, deed of conditional
sale, contract/agrcement to scll, cte., together with VAT
invoice i1ssucd by the scller.

(4) For the purchasc of scrvices - official receipt
showing the information required under Secs. 113 and
237 of the Tax Code. ;]
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XXX

In this case, petitioner failed to present and offer in
evidence any VAT invoice or official receipt to support the
claimed excess and unutilized input VAT which petitioner
seeks to be credited or charged against its deficiency VAT
liability.

A cardinal rule in statutory construction is that when the
law is clear and free from any doubt or ambiguity, there is no
room for construction or interpretation. There 1s only room for
application.4?

Furthermore, it bears to stress that this Court 18 a court
of record?' and as such it 1s “required to conduct a formal
trial (trial de novo) where the parties must present their
evidence accordingly if they desire the Court to take such
evidence into consideration.”? As cases filed before this Court
are litigated de novo, party-litigants are mandated to prove
every minute aspect of their cases.?3

Hence, petitioner’s input VAT, not being supported by
any VAT invoice or official receipt, cannot be credited or
charged against its deficiency VAT liability.

Deficiency Interest

The imposition of deficiency interest is in order pursuant
to Sec. 249 (B) of the 1997 NIRC. Section 249 (B) is clear on
the imposition of deficiency interest in the event that the
taxpayer is held liable for deficiency taxes, viz:

"SEC. 249, Intcrest. —

(A) In Genceral. — There shall be asscssed and
collected on any unpaid amount of tax, intcerest at the rate of
twenty pereent (20%) per annum, or such higher rate as may%

W Milagros I. Amores vs. [IOR Electoral Tribunal, G.R. No. 189600, Junc 29, 2010.
1 Section 8, Republic Act No. 1125 (AN ACT CRIEATING TIS COURT OF TAX
APPEIEALS).

+ Atlas Consolidated Mining and Development Corporation vs. Commissioner of
Internal Revenue, G.R. No. 145526, March 16, 2007; and Commissioncer of Internal
Revenue vs. Manila Mining Corporation, G.R. No. 153204, August 31, 2005.

43 Dizon vs. Court of Tax Appcals, ct al., G.R. No. 140944, April 30, 2008.
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be prescribed by rules and regulations, from the date
prescribed for payment until the amount is {ully paid.

(B)  Dcficiency Interest. — Any deficiency in the tax
duc, as the term is delined in this Code, shall be subjcct to
the interest prescribed in Subscction (A) hercof, which
interest shall be asscssed and collected from the date
prescribed for its payment until the full payment thercof.”

WET™REFORE, prcmises considered, the Petition for
Review filed by Next Mobile Inc. is hereby DENIED.

Accordingly, the asscssment for deficiency VAT issued by
respondent Commissioner of Internal Revenue against
petitioner for taxable year 2005 i1s hereby AFFIRN ™).
Petitioner is “TRDERED to P~ 7 respondent the amount of ONE
MILLION FIVE HUNDRED NINETY THOUSAND THREE
HUNDRED NINETY AND 97/100 PESOS (P1,590,390.97)
representing deficiency value-added tax for taxable year 2005.

In addition, petitioner is liable to pay deficiency interest
at the rate of twenty percent (20%) per annum on the basic
deficiency VAT in the amount of P1,590,390.97 computed from
January 26, 2006, until full payment thereof pursuant to
Section 249 (B) of the NIRC of 1997.

The compromise penalty of P25,000.00, originally
imposed by respondent is hercby excluded there being no
compromise agreement between the parties.

SO ORDERED.
%// A%%//A—

ANVN™T""A R. COTANGCO- MANALASTAS
Associate Justice

WE CONGUR:

(Retired)

BAUTISTA OLG PALANCA-ENRIQUEZ
Assodiate Justice Associate Justice
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ATTESTATION

[ attest that the conclusions in the above Decision were
reached in consultation before the case was assigned to the
writer of the opinion of the Court’s Division.

Chairperson

CERTIFICATION

Pursuant to Section 13, Article VIII of the Constitution
and the Division Chairperson’s Attestation, it is hereby
certified that the conclusions in the above Decision were
reached in consultation before the case was assigned to the
writer of the opinion of the Court.

Presiding’ Justice



