SUPREME COURT DECISIONS

TAXATION  LAW

TAXATION; Tax refund can be made when the internal revenue tax has been erroneously or illegally assessed or collected or when the sum allegedly collected is without authority or otherwise excessive.

FACTS: Citibank is a foreign corporation doing business in the Philippines. In 1979 and 1980, its tenants withheld and paid to the Bureau of Internal Revenue its taxes on rents due to Citibank. This is pursuant to Section 1(c) of the Expanded Withholding Tax Regulations requiring lessee to withhold and remit to the BIR five percent (5%) of the rental due the lessor, by way of advance payment of the latter’s income liability. The lessor, Citibank asked for tax refund alleging that it is not liable for any income tax liability because its annual operation resulted in a net loss as shown in its income tax return filed at the end of the taxable year. The Court of Tax Appeals adjudged Citibank’s entitlement to the tax refund sought for. The BIR Commissioner appealed to the Court of Appeals who reversed the CTA’s decision. Hence, this petition for review on certiorari.

ISSUE: Whether or not the lessor-Citibank is entitled to a refund on account of its loss in operations.

HELD: The petition is meritorious. Petitioner is entitled to refund under Section 230 of the NIRC. In the present case, there is no question that the taxes were withheld legally by the tenants. However, the annual income tax returns of Citibank for tax years 1979 and 1980 undisputedly reflected the net losses it suffered. Taxes withheld do not remain legal and correct at the end of the taxable year if the taxpayer had sustained a loss in its annual operation [Citibank vs. Court of Appeals; G.R. No. 107434, October 10, 1997 -- THIRD DIVISION; Panganiban J.]

TAXATION; Tax exempt organizations under the New Tax Code are so exempt only In respect to the income received by them as such. The exemption does not apply to income derived from any of their properties or from any of their activities conducted for profit, regard​less of the disposition made of such income.
FACTS:  Commissioner of Internal Revenue (CIR) found out that the income derived by Young Men’s Association of the Philippines (YMCA) from rentals of real property by leasing out a portion of its premises to small shop owners like restaurants and canteen operators and from parking fees are subject to income tax. YMCA formally protested the assessment invoking that as a charitable institution and a non-stock, non-profit educational institution, its revenues are exempted from payment nf income tax. CIR denied the claims of YMCA.

ISSUE:
Whether or not the income derived by YMCA from rentals of real property is subject to income tax.

HELD:
As a rule, the income derived by the organizations enumerated in Sec. 27 of the NIRC is exempted from the payment of tax in respect to income received by them as such.. The exemption does not apply to income derived from any of their properties, real or personal, or from any of their activities conducted for profit, regardless of the disposition made of such income. In the case at bar, the exemption claimed by YMCA is expressly disallowed by the very wordings of the last paragraph of the then Section 27 of the Revenue Code which mandates that the income of exempt organizations (such as YMCA) from any of their properties, real of personal be subject to tax imposed by the same Code. The rental income is taxable regardless of where such income is derived and how it is used or disposed of.  [CIR vs. CA and YMCA, G.R. No. 124043, October 14, 1998—First DMsion; Panganiban, .1.]
