CATALINO V, MORALES,
© Patitiomer,
- versus - CoTsde CASE WO. 2838

COMMI “IOW"R OF INTERMAL _
HEVENUER, BURLAU OF INTYIRMNAL
AEVENUE, MANILA and UNIVERSITY
Respondents. [/J,(//?'
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DECISION

In this suit for the recovery of the amount of
#6,004,87 paid as withholding income tax on the retire-
mont gratuity received by petitioner Catalino V, Myrae
los from the University of the Zast, the latter as
co=respondent, filed a motion to dismiss the petie
tion for review on the basis of its affirmative de-
fense of prescription as alleged in its answer, while
respondent Commissioner of Intermal Ravenue, as one
issue of lack of jurisdiction of this Court,

Ag borme out by the pleadiings submitted by the
partics, the spnoxes therete, and the records of the
Bureau of Internal Rovenue in comnection with the case,
it apprars that potitioner was @ faculty memwber of
respondent University of the Zast from June, 1949 to
april 30, 1972, Upon reaching the compulsory retire-
ment age of sisty-five (68) yoars, and after almost
thm-tmumwms
petitioner retired and reccived s retiroment gratuity
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of 732,431,682 under the Retirewent Benefit Flan estab-

lished and maintained by the seid institutiom for the

benefit of ite faculty mombare and employees, From

the said retiremant gratuity, however, the University

of the Fast, as collecting agent of the Bureau of

Internal Revemae, deducted and withheld on November

13, 1972 the amount of 76,004,887 as income tax thereon,
Petitioner evers that on Dgcamber 12, 1972, he

filed with respondent Mn-imr of Internsl feve-

nue s claiw for refund of the amount withheld a= income

tax from his retirewment gratuity on the ground that

under Republic Act Wo, 4917 he (petitioner) possesses

all the gqualifications cf exemption and none of

the disqualificetion thereof, although respondent

Commissioner alleges that the claim was £4led

on August 10, 1973 with the Regional Director,

Revenué Rggisn Mo, 9, ‘an Pablo City, However, said

claim for rafund was denied by the Commissioner im

his letter of Msrch 26, 1973 on the ground that retire-

ment gratuity i= exempt from income tax only if received

under a retirement planm previously approved, and

found to be reasonable, by the Bureasu of Internal

Revenus, vhich is not obtaining in this case,

Nonetheless, on Ngvember 23, 1973, petitioner

filed a request for reconsideration which was

likewise denied by the Commissioner in his letter doted
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July 21, 1976, vhich letter wes (sllegedly) rececived
by petitioner on September 27, 1976, |

On Cctober 27, 1976, petitioner filed a petition
for review with this Court, meking es perty-respondents
the Comnissioner of Internal levenue end the University
of the East, and seeking the vefund of the amount of
P6,094.87 withheld from his retirement pay and, as
sgainst the University of the East, claiming thst,
‘despite the provision in the 1969 ‘orking Agrecaent
between the University of the fast Faculty Associstion
and the said University, the latter failed end still
folls to reglster the caid Retirement Benefit Flan
with the Duresu of Internal ievenue. '

On January 27, 1977, respondent University of the
East filed its snower reising, smong others, the affirme
ative defense of prescription; while on March i1, 1977,
respondent Commdssioner of Internsl ievenue files his
answer roising, among others, the special and of{irma-
tive defense of lack of jurisdiction.

# the scheculed dote of hearing on /pril 20, 1977,
counsel for petitioner mof¥ed for the postponement of the
trial of the case for the reasen that his client wes bed-
ridden and csked that the issue of jurisdiction be first
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resolved by this Court. In grenting the motion, the
Court gave the perties thirty days within which to
file their respective memorendum on the question of

" Raspendent University of the East, in ite memoe
rendum, contends thet petitiener's petition for re-
view filed on Cetober 27, 1976 is already barred by
prescription because the two-yeer period within vhich
‘the suit for the recovery of any nationsl internal reve-
nue tax hereafter alleged to have been erronecusly or
illegslly collected, under Section 306 of the National
from November, 1972 when the inceme tax wes deducted
and withheld from the retirement gratuity of petitioner.
(n the other hand, respondent Commissioner of Internal
fevenue srgues that this Court hes no jurisdiction to
entertain sald petition for review becouse the same
wes instituted only after the lapse of more than three
years from Appdl 24 1973, when petitioner filed his
income tax return and paid the tex for the taxeble
year 1972,
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ticner, in Bis gppesition, contends thot its petition
ralses the folloving supervening causes, to wit.

, 1 ' ot
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st s pxengt from taxetion;

giamme
Last to =ith the m# |
et S e
- EEITEsETT
AT TR
provided < 10 ‘ection 306 of the Netional Intesnal
‘gvenue Lode, es avended, hes not yet prescribed,
citing the case of —omcdesioncr of Intercal ‘evene
m-MM1MMMmmn
‘o find no merit in petitioner®s ceuses, The metrix
of Tes;endents' stand is whether the sult or pececuing

for the vecovery of the mount of PEUNE.E7 alieged to
hove besd estonecucly of illegally withheld aw collected
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from petitioner's retirement gratulty wes instituted in
this Court within two years after payment.

Under Section 306 of the National Internsl fevenue
Codey, 2 clodm for refund of a tax slleged to have been
erroneously or illegally collected shail be filed with
the Coumissioner of Intesnal Hevenue within two years
from the date of payment of the tax, snd that no suit
or proceeding for refund shall be begun sfter the ex-
Fizstion of the seld two-yeer peried, (see section 306,
Hetional Internal evenue Code; Collector of Internal
fevenue vs. Court of Tax /ppeals & Hume Pipe & Asbestos
Coe InCe, Golte Now Le11497, Jonuary 28, 1961, 1 SCiA 87-93;
Ouagua Electric Light Flant Ce., Inc. vs, The Collecter
of Internal Hevenue & The Hon, Court of Tax Appesls,
Galte Noa Leld42l, April 29, 1961, 1 G A, 1221-1226,)
And as amended by Fresidential Decreec lio, 66, which
tock effect on Jenuary 1, 1973, said Section of the
mmmm:i:-mqmnm
suit or proceecdiny shall be begun after the expirstion
of two yoers from the date of payment of the tax or

venalty zecazdless of agv supervening Cause that nay
axise after cament.” (imphesis supplied.)

The two-year peried for judicial recovery of the
tax alleged to have been ersoneously or illegally peid
- or collected is a positive and mandatery requirement of
section 306 of the Tax Codes (Gibbs vs. Collecter of
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Iatornel Hevenws, L=13483, veb, 29, 1940, in shil, 132
cuagus Tlectrie Light Flomt ‘9., Inc, ve. The Collector
of interaal Covanan & The Hole. Court of Tex /igpesls, Supra.)
It L preseriptive (Collage of Oral & ‘eatsl ‘urcgery vs, '
Gourt of Tex Asoeals, 162 Phil, 912 Fessy flectsic ve,
Collontor of Intermal Rowasus, 103 ¥hil, 819; Le "o &
La Y ve, Contrgl Bank of the *hildguinas, 1080 *nil, 366.),
and in even jurisdigrionsl, Thuss
*x % w. Ln otdes
R E ‘:tl:-‘m.:

mpfﬂﬁﬂmwﬂtm DrgeAl ment,
vided for in “ection 196 mast heve beca duly

ad sien, (Tellenter of AN V.
f‘ﬁﬂtﬂ!‘ﬂm.i“ & Labastos 0.,
p £ T m

it Ls ot meceseary for the taspoyse to «alt for
the Mﬂﬂﬂl &l tlh E‘MMMI' of Iatermsl | M m
hir clade for rr!n&' ma s may appesl to tns Cowrd
of Tax 'poecle 1f ba believss that apch decipfon 12 sot
forthosming buiore wplestlon of the taoey ar peried, ]
‘n' nﬂ; e should mot wait for such dAseiston Beciuse
Sertion 306 of the Huthcual Tnternsl Levenus Codes Pee
Quires that ourt sotioa for unﬁrv of sz intesnel re-
vence Lax errosscwsly or $31cqelly podd Sect bu institus
ted vitNIR teo yaars after saymest, (Colleetor of Internel
tovenmue ve. Swsemay, 108 FRil, 39, O4bbe ve. Collacner
of intercal ‘avenus, 10T Phil, 233; ‘ollecter of Iptermal
Aevenue ve. Comvention of Philippiac Sspclets uiches,

AT 3

L=lles?, J-m.ﬂ. 961, 1 JCRA 114; see also Lu Dp
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& Lu ¥ vs. Demingo, CTA No., GBO, /ugust 31, 19603 /merie
¢an Rubber Co, vs.: Collector of Internal Revenue, CTA No.
36, 440 & 632, Februsry 27, 1962; koppel vs. Collecter
of Internal Revenue, L-10850, September 16, 1561, 3 5CiA
17; Comsdssiorier of Internsl ‘evenue vs. Victerias Milling,
L-24108, January 3, 1968, 22 SCiA 12,) '

in the case at ber, whether the two-year period for
bringing the suit for refund #o this Court should be
reckoned from the dete when the income tax in the smourt
of ¥64094,87 wes withheld snd deductec from the retire~
ment gratuity of petitioner in November, 1972 (as alleged
by respondent University of the East), or from the date
when petitioner filed his income tax return and paid his
income tox on ‘gril 2, 1973 (as amgued by respondent Come
missioner of Internal fevenue), or vhen the tex fedl due
ot the end of the tex year (1972), (see Cibis va, Commis~
sioner of Internal fevenue, L-17406, lov. 29, 1965, 15
SGRA 3184)y the filing of petitioner's petition for re-
view or suit for refund with this Court on Ceteber 27,
1976 was beyond the two-year period from payment of the
tax se prescribed in Section 206 of the Netional Inter-
nal levenue Code. memdm}
tion and/or lack of jurisdiction, this Court has peither-
the power nor the jurisdiction to entertsin the instant
petition for review, which is an ection for recovery of
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an nﬁrm; revenue tax alleged to have been chly
or illegelly withheld and collected,

It i»s true that if an internal revenue tax was not
erroneously or illegally collected but payment bacame
m“uﬂ.mdmm:. the
taxpayer, before fection 3086 of. the Revenue Code was
amended by Presidential Decree No, 68, must file his
claim for refund with the Buresn of Isternal Revesus
within two ysars from the date he became entitled to
‘the refund, not from the date of payment, and he wust
appeal the decision of the Commissioner of Internal
Revenue denying his claim within thirty ‘30) days from
the date of receipt of the decision of the Commissioner,
but not later tham two (2) year: from sald date, (Com-
m;mummﬁ.mwuu
Le24221, December 11, 1967, 31 SCRA 1237; Commissioner
_of Internal hevanue vs, Victorias Willing Co., L-24108,
January 3, 1968, 22 TCRA 13, overruling Myller & Phippe
ve. Collector of Internsl kevenue, 103 Phil, 145; Commise
sioner of Internal Revenue vs, Mationsl Power Corp.,
L.18874, January 30, 1970, 31 “CRA 112,) Howesver, as
mmuu, under Section 306 of the Ryvenue Code,
ss amended by Presidential Decfee Ho, 69, the claim
for refund must be filed and court action imstituted
within two years from the date of payment despite sny
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auservendne cause that may azise ofter coveent of the
Lax. Undoubtedly, the amendment is intended to overrule
the decksions of the Supreme Court cited above.

Vith thiseonclusion, we see no resson to pass upon
the guestion reised by petitioner thet since the alleged
“supervening causes® emmerated in his memorandum and
quoted earlier in this decision, which are but issues
involved in this case, have not yet been resolved, the
WMWMluum
306 of the National Internal Revenue Code has not yet
elepsed, Nevertheless, it may be stated by way of per-
sonal cbservetion only that petitioner has not shown,
and neither does the record of the case diseclwse, #hat
ofter the amount of r6,094,87 wes withheld and deducted
frem his retirement gratuity, such collection and poy-
ment was Pendered erroneous or illegal by supervening
M.ummmmuu
to entitle petitioner to the refund of the awount of
mmmwm

ucmﬁﬂ-muunummm
for review on the basis of the sffirmative defense of
prescription of respondent University of the Gast and
nhﬂdﬂﬂtﬂu“dm
Commissioner of Internsl Revenue of lack of jurisdie-
- tion of this Court must be sustained,
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WIEAEFOAS, the instant petition for review is
‘hereby dismissed ot petitiener's costs,

$O GHLEABL

‘wezon Cityy Jenuary 24, 1978,
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‘jcomus
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Associate Judge
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