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### Title:
Commissioner of Internal Revenue vs. Philippine Associated Smelting and Refining
Corporation

### Facts:
1. **Parties Involved:** The petitioner is the Commissioner of Internal Revenue (CIR) and
the respondent is the Philippine Associated Smelting and Refining Corporation (PASAR), a
domestic  corporation  engaged  in  processing,  smelting,  refining,  and  exporting  refined
copper cathodes and other copper products.
2. **Tax Issue:** PASAR, a registered Zone Export Enterprise with the Export Processing
Zone Authority (EPZA), uses petroleum products in its operations and purchases these from
local  distributors  like  Petron,  who  imports  and  pays  excise  taxes  on  these  products,
subsequently passing on the tax cost to PASAR.
3. **Claim for Refund:** PASAR filed a claim on December 2006 for a refund/tax credit
amounting to PHP 11,687,467.62 for the excise taxes passed on by Petron for petroleum
products bought from January to October 2005. The Regional Director of Region XIV denied
this claim on January 3, 2007.
4. **Court of Tax Appeals (CTA) Proceedings:** PASAR then appealed this denial to the CTA
Second Division, sparking a procedural contention from CIR on whether PASAR was the
proper party to claim the refund. The CTA concluded that PASAR was not the proper party
and dismissed its petition.
5. **Appeal to CTA En Banc:** PASAR appealed to the CTA En Banc, which reversed the
Second Division’s dismissal and remanded the case for further proceedings to determine the
refundable amount.
6. **Petition to the Supreme Court:** The CIR contested the CTA En Banc’s decision at the
Supreme Court, arguing (a) the lack of CTA jurisdiction, (b) misapplication of precedents,
(c) improper claimant status of PASAR, and (d) the inapplicability of the refunded taxes to
PASAR’s export products.

### Issues:
1. **Jurisdiction:** Does the CTA hold jurisdiction over the dispute regarding the denial of
the tax refund/tax credit claim by the BIR Regional Director?
2. **Precedent Misapplication:** Did the CTA En Banc incorrectly rely on the rulings in
Commissioner of Customs v. Philippine Phosphate Fertilizer Corp. and Philippine Phosphate
Fertilizer Corporation v. Commissioner of Internal Revenue?
3. **Proper Party:** Is PASAR the correct entity to file for a tax refund/tax credit for excise
taxes?
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4. **Substantiation and Timing of Claim:** Were the claims for tax credit/refund properly
substantiated and filed in a timely manner?

### Court’s Decision:
1. **Jurisdiction:** The Supreme Court limited its judgment to the question of proper party
status, considering that the CTA En Banc’s review primarily addressed this issue.
2.  **Precedent  Application:**  The  Court  upheld  the  CTA  En  Banc’s  reliance  on  the
mentioned cases, interpreting Section 17 of P.D. No. 66 to include the exemption from both
customs duties and internal revenue taxes.
3. **Proper Party to Claim Refund:**
– **Direct and Indirect Exemption:** The Court differentiated between direct and indirect
exemptions, affirming that PASAR was entitled to claim since the exemption from both
direct and indirect taxes under P.D. No. 66 applied.
– **Shift of Tax Burden:** As PASAR bore the economic burden of the excise taxes passed on
by Petron, it was legally positioned to seek a refund.
4. **Final Ruling:** The petition was denied, affirming the CTA En Banc’s resolution that
PASAR, as a PEZA-registered entity, was the proper party for claiming the excise tax refund.

### Doctrine:
– **Tax Exemption Coverage:** Section 17 of P.D. No. 66 grants exemptions from customs
duties and internal revenue taxes, including those on petroleum products used directly or
indirectly by PEZA-registered enterprises.
– **Proper Party for Refund Claims:** An entity bearing the economic burden of a tax, where
exemption laws cover both direct and indirect taxes, can file for refunds even if not the
statutory taxpayer.

### Class Notes:
#### Key Concepts:
– **Jurisdiction:** Understanding the delineation of CTA jurisdiction over tax disputes.
– **Taxpayer Status:** Differentiation between statutory taxpayers and entities bearing tax
burdens for refund claims.
–  **Exemption  Clauses:**  Interpretation  of  tax  exemptions  in  economic  zones  under
applicable statutory provisions.

#### Relevant Statutes:
– **Presidential Decree No. 66, Section 17(1):** Grants exemptions to zone enterprises from
customs and internal revenue laws.
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– **Republic Act No. 7916:** Reinforces the exemption of PEZA-registered entities.
– **Philippine Airlines, Inc. v. CIR:** Distinguishes between exemptions that cover direct
and indirect taxes.

### Historical Background:
– **Export Processing Zones:** Created to boost exports and economic growth through
incentives, including tax exemptions, that attracted local and foreign investments.
– **PEZA Framework:** Aimed at making Philippine economic zones competitive globally via
comprehensive tax benefits for registered enterprises.

This comprehensive brief clarifies the legal and procedural nuances of the CIR vs. PASAR
case and serves as an apt study material for understanding tax exemption jurisprudence in
economic zones within the Philippines.


