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SECOND DIVISION

[ G.R. NO. 141212, June 22, 2006 ]

BENGUET CORPORATION, PETITIONER, VS. COMMISSIONER OF
INTERNAL REVENUE, RESPONDENT.

DECISION

CORONA, J.:

Before us is a petition for review on certioraril! assailing the September 27, 1999

decision[2] and December 20, 1999 resolution[3! of the Court of Appeals (CA) in CA-
G.R. SP No. 42575 which affirmed the July 26, 1996 decision of the Court of Tax

Appeals (CTA) in CTA Case No. 4795.[4]

Petitioner Benguet Corporation is a domestic corporation duly organized and existing
under Philippine laws. On January 16, 1992, it received from respondent

Commissioner of Internal Revenuel®] a letter dated January 10, 1992 demanding
payment of P6,188,672.50, as unremitted withholding taxes on compensation of

petitioner's executives for specified months from 1988 to 1991,[6] excluding
penalties for late payment.[”]

In said letter, respondent stated that all the payment orders (POs) and confirmation
receipts (CRs) reflected in petitioner's annual return submitted to respondent's
Accounting Division were found to be fake, that is, not issued by the Bureau of

Internal Revenue (BIR).[8]

In a letter dated January 24, 1992 filed on the same date with the BIR, petitioner
protested the assessment by stating that it had promptly remitted its withholding

taxes within their due dates.[°] Without answering petitioner's protest, the BIR
Collection Service issued and served a warrant of distraint and/or levy to enforce
collection of the assessment in the increased amount of P10,314,579.51, this time
including penalties for late payment and a warrant of garnishment of the proceeds

of the sale of petitioner's gold bars to the Central Bank[10] and its deposits at the

Metropolitan Bank and Trust Company (MBTC).[11] petitioner subsequently filed a
written request for the lifting of the warrants and posted a surety bond for
P10,500,000 to guarantee payment of the assessment. Consequently, the warrants

were lifted.[12]

Respondent informed petitioner in a letter dated April 3, 1992 that the demand

letter previously sent was considered final and unappealable.[13] Thus, on April 23,
1992, petitioner filed a "petition for review with urgent petition for issuance of

injunction to restrain tax collection pending appeal" before the CTA.[14] The CTA
granted petitioner's request for the issuance of injunction.[15]



Petitioner alleged that it was not delinquent in the payment of the withholding taxes
on the compensation of its executives, as in fact the same had been duly remitted to

the BIR through its confidential payroll agent, L.C. Diaz and Company.[16]  The
latter remitted the withholding taxes through 25 MBTC manager's checks totaling

P6,188,673.21.[17] [t stressed that these payments were evidenced by official POs

and CRs issued by the BIR's authorized employees and agent banks.[18] The
amounts covered by the MBTC checks were admittedly paid to the BIR for the
account of petitioner and credited to the account of the BIR and/or the national

treasury.[19]

Respondent, on the other hand, aside from asserting that the POs and CRs reflected
in petitioner's annual return were spurious, argued that the checks issued by
petitioner for the payment of the withholding taxes on compensation were actually
used for the purchase of loose documentary stamps by various taxpayers other than

the petitioner as discovered by respondent's Special Projects Team.[20]

In a decision dated July 26, 1996, the CTA dismissed the petition and ordered
petitioner to pay respondent the total amount of P10,314,579.50.[21]  The CA
affirmed the decision of the CTA.[22]

Both the CTA and CA ruled that there were no valid remittances of the withholding
taxes. They found that, although the POs and CRs presented by petitioner were

genuine,[23] the best evidence of payment were the checks remitted by petitioner
through L.C. Diaz and Company. The dorsal side of these checks contained
handwritten notes that they were used by different individuals and entities to

purchase documentary stamps.[24] These notes were supported by the reports
prepared by the BIR's Special Projects Team.

This petition[25] centers on one main issue: were there valid remittances to
respondent by petitioner of its withholding taxes during the specified period? Stated
otherwise, the question is what should be considered as the best evidence of
payment (or non-payment) of the withholding taxes: the POs and CRs which
indicated that payment was made as insisted by petitioner, or the dorsal notes on
the checks and reports of the BIR team that no such payments were made (as ruled
by the CTA and CA)?

In finding for respondent, the CA stated:

A careful scrutiny of the MBTC checks x x x revealed that they were not
used to pay withholding taxes but were used to purchase documentary
stamps from the BIR, for on the dorsal side of the subject checks [are]
the handwritten notes that they were used to pay documentary stamps x
X X, the corroborating findings or written reports submitted by Manuel J.
Seijo, Revenue Collection Agent, and the report dated February 16, 1994
submitted by Mrs. Rosario Beltran.

The foregoing reports [gathered] by Mr. Leogardio Tenorio, Assistant
Chief of the Collection Performance and Audit Division of the BIR [and]
one of the members of the Special Projects Team that conducted the
investigation in the instant case, in addition to the annotations appearing



on the dorsal sides of the checks, substantially established the fact that
said checks were used in the purchase of documentary [stamps] and not
in payment of petitioner's unremitted withholding taxes on compensation
of its employees.

...[Petitioner] never offered any explanation on how and why these
things happened to its checks. Indeed, as borne out by the BIR Records,
the MBTC checks of petitioner were actually remitted to the respondent's
office but they were not remitted as payment for the subject withholding
taxes, but as payment by different taxpayers for loose documentary
stamps of different denominations. L.C. Diaz and Co. is the best party to
shed light on this, as it was such company which was authorized by
[petitioner] to handle the latter's remittances of withholding taxes to the
BIR.

XXX XXX XXX

It cannot be denied that when petitioner entrusted to L.C. Diaz the
remittance of said taxes to the BIR, the former is expected to exercise
due diligence [and] extra vigilance in the handling of such remittances.
The negligence of the agent is imputable to the principal. Evidently, the
latter failed to do so. Petitioner therefore, should be held responsible for
such omission or negligence. The alleged remittances cannot be

considered as valid payments for the unremitted withholding taxes.[26]
The CTA's findings of fact, affirmed in toto by the CA, were informative:

X X X [The] POs were later on verified by respondent's Special Projects
Team as to have been used by different taxpayers for the purchase of
documentary stamps. x x x [The] CRs were subsequently issued to
different taxpayers other than the [petitioner] for various payments of
documentary stamps. These facts were also verified by respondent's
Special Projects Team.

XXX XXX XXX

When checks are used for payments in settling obligations, the best
evidence are the checks themselves. x x x [Considering] that the POs
and CRs of petitioner, although seemingly genuine, do not appear in

respondent's files/records,[27] the best evidence in proving petitioner's
alleged payments are the MBTC checks x x x. A careful scrutiny of these
checks, however, revealed that they were not used to pay withholding
taxes. The checks themselves confirm respondent's Special Projects
Team's findings that they were used to  purchase documentary stamps
from the BIR. For on the dorsal sides of the subject checks [are]
handwritten notes that they were used to pay documentary stamps. As
to how many pieces of documentary stamps were purchased for each
denominations of P5.00 or P3.00, and even their respective serial
numbers were also indicated at the back of each check.

XXX XXX XXX



That petitioner's MBTC checks, Exhibits "A" to "A-24" are undeniably clear
proofs of payments of documentary stamps, is corroborated by findings
or written reports submitted by the Special Projects Team. X x x [The]
report of Mr. Manuel J. Bello, Revenue Collection Agent, stating, among
others that the following MBTC checks x x x were all personally handed to
him by Mrs. Maria Bulaclac O. Aniel, District Collection Supervisor, RDO
No. 33 x X x as payment for documentary stamps tax.

Another corroborating evidence, proving that the MBTC checks of
petitioner were used to purchase loose documentary stamps, was the
report, dated February 16, 1994, submitted by Mrs. Rosario Beltran x x x
stating that the following checks were presented to her as payments for
loose documentary stamps by the representative of L.C. Diaz and Co.
named "CANTRE" or "CASTRE" on different dates x x x.

X X X The reports were gathered by Mr. Leodegario Tenorio, Assistant
Chief of the Collection Performance and Audit Division of the BIR, who
was also one of the members of the Special Projects Team that conducted
the investigation of the instant case. Mr. Tenorio was presented as
witness for the respondent. And in the hearing of May 19, 1994, he
testified that in the course of his investigation, he discovered that "the
checks which were used for payment of withholding taxes and wages of
[petitioner] were not really used and submitted as payment for
withholding_taxes and wages. The same [checks were] used in payment
of documentary stamps of different denomination."

XXX XXX XXX

Petitioner presented the Payroll Head of L.C. Diaz, who testified that x x x
petitioner's manager's checks are handed to their messenger. The latter,
in turn, presents the form and the check to the collecting agent of the
B.I.R. and later to the authorized bank. The messenger of L.C. Diaz was
not presented to testify on this matter, or at least to rebut the reports of
respondent's collecting agents that he or she presented the manager's
checks of petitioner for the purchase by other taxpayers of loose
documentary stamps.

Therefore, even if respondent also admitted that the checks were for the
account of petitioner, said checks entered the coffers of the government
not as [petitioner's] payments for withholding taxes, but as somebody
else's payments for loose documentary stamps. No evidence was

adduced as to how and why this happened.[28]

Petitioner contends that no witness ever identified the notes on the checks nor
testified as to their veracity; therefore they were hearsay evidence with no

probative value.[2°] It avers that whatever anomaly occurred with the checks
happened while they were already in the possession of the BIR or its agent banks.

[30] 1t also denounces the BIR reports as hearsay.[31]

There is no merit in the petition.



