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SOLIDBANK CORPORATION (now FIRST
METRO INVESTMENT CORPORATION),

Petitioner,
C.T.A. CASE NO. 6889
Members:
- Versus -
ACOSTA, Chairman
BAUTISTA, and
CASANOVA, L.
HON. GUILLERMO L PARAYNO, JR,, in his tuadigated:
Capacity as the Commissioner of Internal
Revenue and Bureau of Internal Revenue, /
Respondent. /
R e - =X
DECISION

BAUTISTA, L., J.:

This case assails the Decision of respondent Commissioner of Internal Revenue datec
27 Nov....oer 2003 denying the protest of petitioner and demanding payment in the amoun
of R7,496,690.47 representing deficiency documentary stamp tax for the year 1999.

The p.. wnent facts of the ca.. . culled from the records are as follows:

Petitioner is a corporation duly organized and existing under the laws of the
Philippines, with business address at the 20" Floor, G.T. Tower Intemational, Ayala Avenue
corner H.V. de la Costa Street, Makati City. Respondents Commissioner of Intemal Revenus

and Bureau of Intemal Revenue are the government official and bureau respectiveh
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cha.yod with the duty of assessing and collecting taxes on documentary stamps, among
others.

On September 11, 2002, petitioner received from respondent bureau a Formal Letter
of Demand (Assessment No. DST-99-000019) assessing it of deficiency documentary stamp
tax on its Solid Savings Plus Accounts (SSPAs) in the amount of P7,496,690.47 for the
taxable year 1999 dated August 28, 2002.

On September 24, 2002, petitioner administratively protested the said assessment
which respondent Commissioner denied in his Decision dated November 27, 2003 and
received by petitioner on February 11, 2004.’

On 29 January 2004, petitioner received from respondents a Final Notice Before
Seizure dated January 20, 2004 reiterating the demand for the payment of deficiency
dueu. waitary stamp tax for the year 1999 under Assessment Notice No. DST 99-000016.

Hence, this Petition for Review filed on March 12, 2004.

On April 27, 2004, respondent Commissioner filed his Answer interposing the
following Special and Affirmative Defenses:

oo 00X XXX

14, Petitioner's SSPAs are considered time deposits and are
subject to documentary stamp tax (DST) under Section 180 of the
National Internal Revenue Code of 1997 (United Overseas Bank of the
Philippines vs. CIR, CTA Case NO. 6421, April 21, 2004).

15. In the case of BPI-Family Savings Bank vs. CIR & CTA, CA-
G.R. No. SP 29853, September 19, 1994, the Court of Appeals, in
interpreting the provision of Section 180 of the NIRC, named with
particularity the documents subject to DST. Said the Court:

‘A perusal of Section 180 of the Tax Code will show
that it is /sic] covers the following instruments:

(1) promissory note, whether negotiable or not;

2 bills of exchange;

(3) drafts;

“4) certificates of deposit; and

(5) debt instruments used for deposit substitutes.’

16. A 'certificate of deposit’ as defined in the BPI-Family Bank
case is a written acknowledgment by a bank of the receipt of money on

! Joint Stipulation of Facts par. 1.14, page 150, Records
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deposit v ich the bank promises to pay to the depositor, bearer or to
some other person or order (Olsons Estate 206, Iowa, 706, 219 N.W. 40,

cited in Agbayani, op. cit., p. 44).

17. Fragmenting the essential elements of the aforestated
definition, it can be inferred that a certificate of deposit presupposes:

1, That a bank receives money on deposit;

2. From someone who is considered a ‘depositor’;

3. That the bank acknowledges receipt of the deposit in
writing;

4. That the bank promises to pay to the depositor/bearer/or
to some other person or order the deposit or any part thereof.

Having met ¢ the above-mentioned technical requirements, SSPA
of petitioner is unmistakably a ‘certificate of deposit’ for which taxability
to DST lies.

18.  The ‘certificate of deposit’ stated in Section 180 does nol
prescribe any particular form. The fact that the SSPA is evidenced by ¢
passbook similar to those issued to the regular savings account, insteac
of a certificate of deposit does not alter the substance of the SSPA. Wha
is controlling is the nature or meaning conveyed by the passbook and no
the particular label or nomenclature attached to it, inasmuch as it
substance is paramount rather than its form.

19.  Assuming arguer ) that the SSPA is not a certificate o
deposit, it is a loan agreement because the relationship between
depositor and a bank is that of creditor and debtor (Gullas vs. PNB, 6:
Phil. 529; Integrated Realty Corp. vs. PNB, 124 SCRA 295). As such, it i
subject to DST under Section 180 of the Tax Code.

20.  All presumptions are in favor of the correctness of ta
assessments. The good faith of tax assessors and the validity of thei
actions are presumed. They will be presumed to have taken int
consideration all the facts to which their attention was called (CIR vs
Construction Resources of Asia, Inc. 145 SCRA 671). It is incumben
upon the taxpayer to prove the contrary (Mindanao Bus Company vs
CIR, 1 SCRA 538; CIR vs. Tuazon, Inc., 173 SCRA 397) and failure to d
so shall vest legality to respondent’s actions and assessments.”

On ecember 6, 2005 and January 9, 2006, respor Commissioner ai

filed their respective Memoranda. Accordingly, the case was submitted for

J uary 26, 2006.

The parties stii  1ited on the following issues for the resolution of the Co

*2.1. Wh o or not respondent Commissioner committe
reversible error in upholding respondent BIR's Assessment No. DST 9¢
000019 dated 28 August 2002.
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“SEC. 180. Stamp Tax on All Bonds, Lo Agreements,
Promissory Notes, Bills of Exchange, | ifts, I ruments and
Securities I« jed by the Government or Any of its Instrumentalities,
Deposit Substitute Debt Instruments. Certificates of Deposits
Bearing Interest and ( ers Not Pa)

{_bonds, laan & o .

object of the contract is k  2d or used

(between points within the Philippines), drafts, instruments and securities
issued by the Governiment or any of its instrumentalities, deposit substitute
debt instruments, certificates of deposits drawing interest. orders for
the payment of any sum of money otherwise than at sight or on demand, on
all_ proc~—~sory notes, whether negotiable or non-negotiable. except bank
notes issued for circulation, and on each renewal of any such note, there
shall be collected a documentary stamp tax of Thirty centavos (P0.30) on
each Two hundred pesos (P200), or fractional part thereof, of the face value
of any such agreement, bill of exchange, draft, certificate of deposit, or note:
Provided, That only one documentary stamp tax shall be imposed on either
loan agreement, or promissory notes issued to secure such loan, whichever
will yield a higher lax: Provided, however, That loan agreements or
promissory notes the aggregate of which does not exceed Two hundred fifly
thousand pesos (P250,000) executed by an individual for his purchase on
installment for his personal use or that of his family and not for business,
resale, barter or hire of a house, lot, motor vehicle, appliance or furniture
shall be exempt from the payment of the documentary stamp tax provided
under this Section. “(Emphasis and Underlining Supplied)

It is clear from the above provision of Section 180 that it covers the following:
1. bonds,
2. loan agreements,

3. instruments and securities issued by the Government or any of its
instrumentalities,

4. deposit substitute debt instruments,
5. certificates of deposits drawing interest,

6. orders for the payment of any sum of money otherwise than at sight or on
demand,

7. promissory notes.

A “certifi e of posit” is a written acknowledgment by a bank of the receipt of
money on deposit which the bank promises to pay to the depositor, bearer or to some other
personorot r (Re: C n's Estate, 206 Iowa, 706, 219 N.W. 40 cited in Agbayani,
Commentaries and Jurisprudence on the Commercial Law of the Philippines,

1989 Ed., p. 441). The term is likewise defined as a written acknowledgment by a bank
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or banker of the receipt of a sum of money on deposit which the bank or banker promises
to pay to the depositor, to the order of the depositor, or to some other person or his order,
whereby the relation of debtor and creditor between the bank and the depositor is created
(Far East Bank and Trust Company vs. Querimit, 373 SCRA 665).

"Time deposit” is also a form of a certificate of deposit, which refers to a deposit
account paying interest for a fixed term, with the understanding that funds cannot be
withdrawn before maturity without giving advance notice. It is one, the payment of which
cannot legally be required within such a specified number of days (BPI Family Savings
Bank, Inc. vs. First Metro Investment Corporation, 429 SCRA 31). In practice, a
time deposit is evidenced by a certificate of time deposit. Certificate of deposits or time
deposits usually carry penalties for early withdrawal (Black’s Law Dictionary, 6th Ed.).

In other words, not all certificates of deposits are time-deposit certificates but all
time-deposit certificates are necessarily certificates of deposits subject to documentary
stamp tax.

The issue on the imposition of documentary stamp tax on special savings deposits or
in this case, petitioner’s Solid Savings Plus Accounts, has been consistently resolved in the
affirmative by this Court and upheld by the Court £n Banc. In China Banking
Corporation vs. Commissioner of Internal Revenue (CTA EB No. 66 [CTA Case No.
6400], January 3, 2006); Rizal Commercial Banking Corporation vs.
Commissioner of Intermal Revenue (CTA EB No. 83 [CTA Case No. 6201], July 27,
2005); Keppel Bank Philippines, Inc. vs. Commissioner of Internal Revenue (CTA
EB No. 38 [CTA Case No. 6560], March 18, 2005); and United Overseas Bank
Philippines vs. Commissioner of Internal Revenue (CTA EB No. 31 [CTA Case No.
6411], March 10, 2005), it has been held that the “certificate of deposit” contemplated

under Section 180 does not prescribe any particular form, nor does it qualify. As defined
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given to the depositor in case where he withdraws his money prior to t
expiration of the specified period, is a clear case of penalizing the deposit
for something he ought not to do.

Further, petitioner's argument that there is no acknowledgment of t

ptof t' r ~or funds on «* wosit in e of its market savin
deposit is untenable. Again, it must be emphasized that for its marl
savings deposit, it issues a passbook stating the amount of the deposit, t
date, the interest and the balance as well as the transaction code which
obviously for the bank’s use. The mere fact that it is the bank which pri

or types these figures and data, is enough acknowledgment of the fur
received from the depositor.” (Underscoring Ours)

Applying the foregoing jurisprudence, it is quite clear that for all in
purposes, petitioner’'s SSPA is deemed to be of the same nature and substance a:
certificate of deposit bearing interest. Hence, the Court rules that said speci
account, even if evidenced by a passbook, is subject to DST in accordance with S
of the 1997 NIRC, as amended.

As regards petitioner's argument that the Congress admitted that its SSF
within the ambit of Section 180, the same is misplaced. The amendment me
provision on documentary stamp tax was made precisely to settle the issue of th
of all forms of time deposits. It was made so as not to further misinterprt
provision. (Keppel Bank Philippines, Inc.. vs. Commissioner of Internal
CTA EB No. 38 [CTA Case No. 6560], March 18, 2005)

Moreover, while it is true that the DST is levied on the document itsel
intended to be a tax on the document alone. Rather, the DST is levied on the &
privilege of conducting a particular business or transaction through the execution
instruments or documents (Phil. Home Assurance Corp. vs. Court of Apj
SCRA 443 [1999]). 1t bears stressing that in determining whether a certain in
subject to documentary stamp tax, substance would control over the form

(Knudsa Creamery Co. of GCalifornia vs. US, 121 F. Suppl. 860, 26 U.S.

1801).
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However, the Court finds that there being no mutual agreement reach:
parties, the imposition of any compromise penalty on petitioner is improper (Co
Internal Revenue vs. UST, 104 Phil. 1062; Commissioner of Internal Re\
Lianga Bay Logging Co., Inc. G.R. No. 35266, January 21, 1991).

IN VIEW OF THE FOREGOING, the Petition for Review is hereby DEN
subject Decision of the respondent Commissioner of Internal Revenue dated Nov:
2003 assessing petitioner of deficiency documentary stamp tax is hereby AFFIRM

Accordingly, petitioner is hereby ORDERED to PAY the respondents th
amount of P7,471,690.47 [P7,496,690.47 - P25,000.00 (compromise penalty)]
surcharge and 20% delinquency interest from March 13, 2004 until fully paid p

Sections 248 and 249 of the National Internal Revenue Code of 1997.

SO ORDERED.
R. BA
Associate Ji
WE CONCUR:
t :? T Le - Q_'A—

ERNESTO D. ACOSTA
Presiding Justice

( With Dissenting Opinion )
CAESAR A. CASANOVA
Associate Justice
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CERTIFICATION

Pursuant to Article VIII, Section 13 of the Constitution, it is hereby certified tt

conclusions in the above Decision were reached in consultation before the cas

o Q.

ERNESTO D. ACOS
Presiding Justice
Chairman, First Divisi

assigned to the writer of the opinion of the Court’s Division.
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SOLIDBANK CORPORATION (now FIRST
METRO INVESTMENT CORPORATION),
Petitioner,

-VEersus-

HON. GUILLERMO L. PARAYNO, JR.,
In his official capacity as the
COMMISSIONER OF INTERNAL
REVENUE, and the BUREAU OF INTERNAL
REVENUE,

Respondents.

Dissenting Opinion

With due respect to my esteemed colleagues,
majority opinion in holding petitioner Solidbank Corpc
Documentary Stamp Tax on its Solid Savings Plus Accc

It is my opinion that the SSPA, unlike a tim
period or maturity date in order to avail a higher inte
maturity date wherein the parties mutually agree t
depositor the stipulated interest rate only upon the ex
and predetermined date. The depositor in a time
maturity date agreed upon; otherwise, he or she
receiving the high interest as stated in the certifica
SSPA has no maturity date. The period offered to a
is a length of time provided in a schedule of
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corresponding rate is given. Still, the depositor is at libe
deposit at any time upon the presentation of his or her |

SSPA is an innovative product offered by the pe
a ) t v o Lo ) ~t dat
it contains essential features of both products. This n
interest rates upon certain conditions similar to a time «
automatically classify it as such.

From the text of Section 180 of the Tax Code,
subject to DST must have the features of a time dep
another term for a savings account or certificate of depc
It is so called because in theory (though no longer in
wait a certain amount of time after notice of desire to v
or her savings. Certificates of deposits usually c:
withdrawal. Cash in a bank earning interest; contra
(Black’s Law Dictionary, 6" Edition). Thus, it is incorre
conclude that SSPA falls within the definition of a ™
make it liable for DST.

In a Supreme Court decision, it was held that:

“The Court takes this occasion to reiterate t
interpretation of the tax laws that “(a) statute will nc
a tax unless it does so clearly, expressly, and unambi
be imposed without clear and express words for tha
general rule of requiring adherence to the letter in
itk =~~~ liar strictness to tax laws and the provision
be extended by implication. Parenthetically, in answe
subject to tax statutes, it is basic that “in case of dot
construed most strongly against the government a
citizens because burdens are not to be imposed no
beyond what statutes expressly and clearly import.”
Court of Tax Appeals and Ateneo de Manila, 271 SCR

There must be a law or legislative enactm
imposition of any tax in order for it to be due and det
intent behind Section 180 of the Tax Code is to inclu
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between the Office of the Commissioner of Internal Revenue and the bankine
industry with regard to the imposition of DST on SSPA and similar transactions
The fact that Congress amended Section 180 of the Tax Code shows that the ol
law was inapplicable to the instant case. There was no law before the passage o
RA # 9243 subjecting the SSPA of the petitioner to DST.

WHEREFORE, premises considered, I vote to GRANT the Petitior

for Review.

Z

CAESAR A. CASANOVA
Associate Justice



