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DECISION

DEL CASTILLO, /.

The clashing interests of (he Stale and the @xpayers are again prited against
cach othier. Two bus‘ic principles, the Stae’s inherent powcr ol taxation and i
declared policy of 10\&1111;} the creation and growth of cooperatives come into

play. However, the one that cmbodies the spirit of the law and the (rye mtent of

the legislature prevails,

This Petition for Review on Certiorari under Scction 11 of Republic Act

(RA) No. 9282 in relation o Rule 45 of the Rules ol Court, seeks to set aside the
e

A Act Expanding the Junsdiction of the Court of "Tax Appeals (CTA), Lley atmg s Rank 0 the | evel of g
Collegiate Cowrt with Special Junisdiction and | snlarging its Menbership, Amending for the Purpose Cygtam
Sections of Republic Act No, 1125, As Anmended Lotherwise known as wias the Law C reating the Court of oy

Appeals, and tor Other Purposes. ‘ CER HFIED TRUE CDPY
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Decision 2 G.R.No. 1827202

December 18, 2007 Decision® of the Court of Tax Appeals (C'TA), ordermg .
petiioner to pay deliciency withholding taxes on interest from savings and time
deposits ol its members for taxable years 1999 and 2000, pursuant to Section
24(B)(1) of the National Internal Revenue Code of 1997 (NIRCY), as well as the
dehnquency mterest of 20% per annum under Section 249(C) of the same Code.
[t also assails the April 11, 2008 Resolution’ denying petitioner’s Motion for

Reconsideration,

actual Antecedents

Petitioner Dumaguete Cathedral Credit Cooperative (DCCCO) 1s a credit
cooperative duly rcgislcrcd with and regulated by the Cooperative Development
Authority (CDA)? il was established on February 17, 1968° with the lollowing
objectives and purposes: (1) to increase the income and purchasing powcer of the
members; (2) (o pool the resources of the members by encouraging savings and
promotig thrift o mobilize capital formation [or development activities; and (3)
to extend loans o members (or provident and productive purposes.” It has the
power (b o diaw, anake, accept, endorse, guarantee, exeenle, and ssue
pronussory notes, mortgages, bills of exchange, dralls, warrants, certilicates and
all kinds ol obligations and instruments in connection with and in firtherance of
Its business operations; and (2) (o issue bonds, debentures, and other obligations;
to contract indebtedness; and to secure the same with a mortgage or deed of trust,

. : <k .7
or pledge or lien on any or all of its real and personal properties.

On November 27, 2001, the Bureau of Internal Revenue (BIR) Operations

Grroup Deputy Commissioner, Lilian B, el issucd | etiers ol Authority Nos.

5y ., o) i 138 A e 5 Y ore Timaae 12 . A
63222 and 63223, 'dl.ll]]()l izing BIR Officers Tomas Rambuyon and I(uu.s/n)%/g///

Rollo pp-d5-04, penned by Associate Justice Olga Palanca-Enviquez and concuned by Presiding Jusuce

Lmesto D Acosta and Associate Justices Juanito C. Castatieda, Ji, Lovell 1 Bautista, Lrlinda . Uy and Caesar

AL Casanova,

Id at 80-81

Id at47.

) Id. at 7. e S ——
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Decision 3 G.R. No. 182722

Cubillan of Revenue Region No. 12, Bacolod City, to examine petitioner’s books
ol accounts and other accounting records for all internal revenue taxes for (he

taxable years 1999 and 2000.°
Proceedings before the 811 Kegional Office

On June 20, 2002, petitioner received (wo Pre-Assessiment Notices for
deficiency withholding taxes for taxable years 1999 and 2000 which were
protested by petitioner (‘m July 23, 2002” Therealter, on October 16, 2002.
petitioner received two other Pre-Assessment Notices for deficiency withholding
taxes also for taxable years 1999 and 2000 1he deficiency withholding taxes
cover the payments of the honorarium of the Board of Directors, security and
Jamtortal services, legal and professional fees, and interest on savings and tme

deposits ofits members.

On October 22, 2002, petitioner infornied BIR Regronal Director Sonia |
Flores tha it would only pay the deficiency withholding taxes corresponding 1o

the honorarium o the Board of | directors, seeurity and janitorial services, legal and

prolessional fees for (he year 1999 m the amount of H87,977 86, excluding

penalties and interest,

by another letter dated November 8, 2002, petitioner also informed the BIR

Assistant Repional Director, Ropelio 13, Zambarriano, that it swonld pay  the

withholding taxes due on the honorarium and per diems of (he Board of Dircctors,

seeurity and janitorial SCIVICes, commissions and legal & professional fees for the
year 2000 1 the amount of K1 19,889.37, excluding penalties and mterest, and (ha

1t would avail of the Voluntary Assessment and Abatement Program (VAAP) of
the BIR under Revenue Regulations No. | 7—2()(’)2.'%,%/&%
/}

Id at118.

Id. at 48. |
10 S :
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Decisi 4 G.R.No. 182722
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On November 29, 2002, petitioner availed of the VAAD and paid the
amounts of B105,574.62 and B143.867.24" corresponding to the withholding,
axces on the payments tor the compensation, honovarium ol the Board of
Dircciors, sceurity and janitorial services, and legal and professional services. for

tic y cars 1999 and 2000, respectively,

On April 24, 2003, petitioner recetved from the BIR Regional Director,
Soni L. Flores, ©elers of Demand Nos. 00027-2003 and 00026-2003. with
altached Transeripts of - Assessment and Audit Results/Assessment Notices.
ordering petitioner to pay the deficiency withholding taxes, mclusive ol penalties,
lor the years 1999 qnd 2000 i the amounts Ol B1,489,065.30 and B1A462 64400,

14
respectively.
Proceedings before the Commissioner of Internal Revenue

On May 9. 2003, petitioner protested  the  Letters of Demand  and
Assessment Notices wilh the  Comnussioner of Internal  Revenue (CIR)."
However, the Jatier failed 1 dct on the protest within (he preseribed  180-day
pertod. Hence, on December 3, 2003, petitioner filed a Petition for Review before

the C'T'A | docketed as CUT AL Case No. 68271
Proceedings before the CTA Fipy Division

The case was ralfled (o the Fipsg Division of the C'T'A which rendered g

Decision on February 6, 2007, disposing ol the case in this wise:

IN VIEW OF ALL THI l"(')J\’l,i(}()lN(_'-',

the Petition fo Review |y

hercby PARTIALLY GRANTED, Assessment Notjce Nos. 00026-2003 an
()(:)()27-2003 are hereby  MODIFIED and fhe  assessment for deliciency
withholding taxcs on (he honorarinm per-dicms of petitioners Bowd of
. - Directors, secunity and  janiforja) scervices, commissions  an legal  and ////l//
A
o T —— L /
1d. a1 49-50,
“Id. at 50-571. P P e B S TG -
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Decision S CeRONoo s

professional fees are hereby CANCELLED. However, the assessments for
deficiency withholding taxes on interests are hereby AFFIRMED.

Accordingly, petitioner s ORDERED TO PAY the tespondent the
respective amounts of B1,280,145.89 and BI357,881.14 representing deficiency
withholding taxes on interests from savings and time deposits of its members for
the taxable years 1999 and 2000. In addition, petitioner is ordered to pay the
205 debinguency interest fron May 26, 2003 until the wnount of deficiency
withholding taxes are fully paid pursuant o Section 249 (C)olthe Tax Code,

SO ORDERED.Y

Dissatislied, petitioner moved {or a partial reconsideration, but 1w

demed by the First Division in its Resolution dated May 29, 2007
Proceedings before the CTA En Bane

On July 3, 2007, petitioner filed a Petition for Review with (e CUA Ln
Bane,"” nterposing the lone issue of whether or hot petitioner is liable (o pay (he
deficiency withholding taxes on interest from savings and time deposits of s
members for taxable years 1999 and 2000, and the consequent delinquency

rmiterest ol 20% per annam, ™!

Finding no reversible error in the Decision dated February 60, 2007 and (he
Resolution dated May 29, 2007 of the CTA First Division, the CTA /2 Banc
demed the Petition for - Review”! aswell as petitioner’s Motion for

Y

% e bl
Reconsideration

The CTA En Bane held that Section S7 of the NIRC requires the
withholding of tax at source. Pursuant thereto, Revenye Regulations No. 2-98 wis

sucd criunncratng (he meonie payments subject (o (inal withholding tax, aniono

or-any other munu[;u')gzéﬂ

which is “interest from any peso bank: deposit ang yield

S N S
Id. at4647. '

" 1dars)

" ddan)

*Id.at 52  CERTIEIED 1Dt im
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Decision O G.R.No. 182722

benefit from deposit substitutes and from trust funds and similar arrangements x x
X" According to the CTA En Bane, petitioner’s business falls under (he phrase
“smilar arrangements;” as such, it should have withheld the corresponding 20%,

final tax on the interest from the deposits of its members.
Issue

Hence, the present recourse, where petiioner raises the issue of whether or
Hot s hable o pay the deficiency withholding taxes on interest from savings and
bime deposits of its members for the taxable years 1999 and 2000, as well as (he

delinquency interest ol 20% per annun,
Petitioner’s Arguments

Pettioner argues that Section 24(B)(1) of the NIRC which reads in part, (o

WIL:

SECTION 24, Income Tux Rates.
XX XX
(B)  Rate of Tax on Certain Passive Income: —

(1) Inlerests, Royalties, Prizes, and Other Winnings. - A linal tax al the
rate ol twenty percent (20%) is hereby imposed upon the amount of interest {rom
any cutiency bank deposit and yield or any other monctary benelit from deposit

substitutes and from trist finds and sinilar ATANPCMents; X x x

applics only 10 banks and not (o cooperatives, since the phrase “similar

arrangements™ is preceded by terms relerring (o banking transactions (hat haye

deposit peculiarities. Petitioner (hus posits that the savings and (ine deposits of

members of cooperatives are not included n the enumeration, and thus not subject

o the 20% final ax. To bolster s position, petitioner cites BIR Ruling No. 551-

8887 and BIR Ruling [DA-591-2006]™" where the BIR ruled that interests H‘nm_:///g///

= R /
I at 15 19 ‘ tequnios °
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Decision 7 GO.R.No. 182722

deposits mamtained by members of cooperative are not subject to withholding tax
under Section 24(B)(1) of the NIRC. Petitioner further contends that pursuant (o
Arucle XI1, Section 15 of the Constitution™ and Article 2 of Republic Act No.
0938 (RA 0938) or the Cooperative Code of the Philippines,™ cooperatives cnjoy
a preterential tux lrcuhﬂcnl which exempts thewr members from the application ol

Section 24(B)(1) ol the NIRC,
Respondent’s Arguments

As a counter-argument, respondent invokes the legal maxim “OUbi fev non
distinguit nee nos distinguere debemos ™ (where the law does not distinguish, the
courts should not distinguish).  Respondent maintains that Section 2HB)(1) ol the
NIRC applies 1o cooperatives as the phrase “sinilar arrangements’ s not himuted
W banks, but includes cooperatives that are depositaries ol their members.
Regarding the exemption relied upon by petitioner, respondent adverts 10 the
Jurisprudential rule that tax exemptions arc highly distavored and construed
stricissimi jurts against the laxpayer and hiberally in favor of the taxing power. In

this connection, respondent likewise points out that the deficiency tax assessiments

were issued against pelitioner not as a laxpayer but as a withholding agent.

Ouwr Ruling

The peation has merit. //%
-

SEC1S The Congress shall create an agency o promote the viability and growth of cooperatives as
istiaients for social justice and economic development.
ART. 2. Declaration of Policy - 1t is the decl
b sonperatives as a practical vehicle
the attamment of econoniic development and social Justice. The State sl
sector o undertake the actual formation and organization of
atmosphere that is conducive to the growth and

Toward this end, the Government and
shall ensure the provision of technical g
Looperaives (o develop imto viable and LESponsIVe cecononie enter
strong cooperative movement that is free from any
or organizational integrity of cooperatives,

Purther, the Stare recog

ared policy of the State to foster the creation and growth
o1 promoting selfachance and harnessing people power towirds
all cncourage the private
cooperatives and shall create an
development of (hese cooperatives.
all us branches, subdivisions, imstiument

alities and agencies
uidance, fiancial assistance

and other services to cnable said
mises and thereby bring about g
conditions that night mlrmge upon the autonony

mzes the prnciple of subsiding
mitiate and regulate within its own ranks the promotion
and suppost services relative 1o CoOOperlives
(Now amended by Republic Aot No. 9320 o) the t

younder which the cooperative secionr wall
and organization, trarning and research, audt
Wit government assistimee where Hecessary,

‘Wilippine Cooperative Codo of 2008.)

¢ et e it — e
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Peutioner’s invocation of  BIR
Ruling No. 551-888, reiterated in
BIR Ruling [DA-591-2006], s
Proper.

On November 10, 1988, the BIR declared in BIR Ruling No. 551-888 that
cooperatives are not required to withhold taxes on interest from savings and time

deposits of ther members. The pertinent BIR Ruling reads:

November 16, 1988
BIR RUILINCINO). 551 -888
24 309-88 S51-88%

Gentlemen:

Fhis refers 1o your letter dated September 5, 1988 stating that you e a
corporation established under .0, No. 175 and duly registered with the Burcau
ot Cooperatives Development as full fledged cooperative of good standing with
Cartificate of Registration No. I 563-RR dated August 8, 1985; and that onc of
your objectives is (o provide and strengthen cooperative endeavor and extend
assistance to members and non-members through credit scheme both i cash and
in kind.

Based on the foregoing representations, you now request in elfcel a ruling as o
whether or not you are exemipt from (he following:

Pavient of sales (ax
iling and payment ol incone tax

—d I —

Withholding taxes fiom compensation of employees and $avIngs account

;ﬂgil_iulgggmﬁoﬁlgu_cgmgg (Underscoring ours)
I reply, please be informed thal Exceutive Order No. 93 which ook effeet on
Mareh 10, T987 withdrew all ax excinptions and preferential privileges g,
mcome tax and sales tax, granted to cooperatives under P.D. No. 175 which were
previously withdrawn by .. No. 1955 clicetive October 15, 1984 and restored
by P.D. No. 2008 effective January &, 1986, However, implementation of said
Lxecutive: Order msofar as clectric, agricultural, irigation and walterworks
cooperalives are concerned was suspended until June 30, 1987, (Memorandum
Order No. 05 dated Junuary 21, 1987 of the President) Accordingly, your tax
exenmiption privilege expired as of June 30, 1987. Such being the case, you are
bz b el e o s sl G

Morcover, under Section 72(a) of the Tax Code, as amended, every employer
making payment of wages shall deduct and withhold upon such wages a tax at
the rates prescribed by Section 21(a) in relation to section 71, Chapter X, Title 11,
ol the same Code as amended by Batas Pambansa Blg. 135 and implemented by
Revenue Regulations No. 6-82 as amended. - Accordingly, as an employer you
are required o withhghd the corresponding tax due from the compensation of
your employ LLS)/ -
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Decision 9 G.R. No. 182722

# Furthermore, under Section 50(a) of the Tax Code, as amended, the tax mposed
or prescribed by Section 21(c) of the same Code on specified items of income
shall be withheld by payor-corporation and/or person and paid in the same
manner and subject to the same conditions as provided in Section 51 of the Tax
C'ode, as amended. Such being the case, and since interest from any Philippine

substitutes are paid by banks, you are not the party required to withhold the
Conenpanding kaz on the atorcoaid savings account and time deposits ol youn
members. (Underscoring ours)

Very truly yours,
(SGD.) BIENVENIDO A. TAN, JR.

COmnssIonct

The CTA First Division, however, disregarded the above quoted ruling
deternining whether petitioner is liable to pay the deficiency withholding taxes on

interest from the deposits of its members. 1t ratiocinated in this wisc:

This Court does not agree. As correctly pointed out by respondent in his
Memorandum, nothing in the above quoted resolution will give the conclusion
Wral savings account and time deposits of members of a cooperative are tax-
exempt. What is entirely clear is the opinion of the Commissioner that the proper
party 1o withhold the corresponding taxes on certain specified items of income 1s
the payor-corporation and/or person. I the same way, i the case ol nterests
carmed from Philippine currency deposits made in a bank, then it 1s the bank
which is liable to withhold the corresponding taxes considering that the bank is
the payor-corporation. Thus, the ruling that a cooperative 1s not the proper party
(o withhold the conesponding taxes on the aforcmentioned accounts is correct.
Lowever, this ruling does not hold true if the savings and time deposits are being
maintained in the cooperative, for in this_case, it_is the cooperative which
becomes the payor-corporation, a separate entity acting no more than an agent ol
the government for the collection of taxes, liable to withhold the comresponding

; 37 ”
taxes on the interests carned. ™ (Underscoring ours)

The CTA En Bane attivmed the above-guoted  Deaision and found
petitioner’s invocation ol BIR Ruling No. 551-88 misplaced. According o the
CTA £n Bane, the BIR Ruling was based on the premise that the savings and time
deposits were placed by the members of the cooperative in the bank.™
Consequently, it tuled that the BIR Ruling doces not apply when the deposits are

maintained in the-cooperative such as the instant case.

We disagrcc./%%/
R

Kallo, pp G2 G4 : -
I at 02, B
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[Hecrsion 1O (;.R. No. 182722

There is nothing in the ruling to suggest that it applies only when deposits
are maimtained moa bank.  Rathier, the ruling clearly  states, wilthout any
quahtication, that since interest from any Philippine currency bank deposit and
Jichd o any other monetary benefit from deposit substitutes are paid by banks.
coopuralives are not required (o withhold (he corresponding tax on the nterest
.m)m savings and time kdcposits of their members.  This interpretation was
rerterated m BIR Ruling [DA-591-20006] dated October S, 2000, which was ssucd
by Assistant Comnissioner James 1. Roldan upon the request of the cooperatves
for 4 confirmatory ruling on several issues, among which 1s the alleged exemption
ol mierest income on members’ deposit (over and above the share capital
holdings) from the 20% final withholding tax. In the said ruling, the BIR opmed

that:

NXXX

30 xamption of intercsl neome on members’ deposit (over and above the
shiare capital holdings) from the 20% Final Withholding Tax.

The National Internal Revenue Code states that a “final tax at the rate of
Loenty percent (20%) is hereby imposed upon the amount ol interest on currency
bank deposit and yield orany other monetary benelit from the deposit substitntes
and from trust [unds and similar arangement X X < for individuals under Section
240801y and for domestic corporations under Section 27(DY(1). Considering the
members deposits with the cooperatives are nob cirrency bhank deposis nor
deposit substtules, Section 24(B)(1) and Section 2 7(D)(1). therefore, do not
apply 1o members of cooperatives and (o deposits of primaries with federations,
respectively.

It bears stressing that interpretations of administrative agencies n charge ol

chfurcing a law are entitled to great weight and consideration by the courts, unless
such mterpretations zn"c in a sharp conflict with the governing statute or the
Constitution and other law‘s.w In this case, BIR Ruling No. SS1-888 and BIR
Ruling [DA-591-2000] are in perfeet harmony with the Constitution and the Taws
ey sech o mplement Accordingly, ihe interpretation in B Ruling No. S551-
588 thal cooperatives are not required 1o withhold the corresponding tax on the

P

it

o L ]
" Nestle Philippines, Inc. v, Court of Appeals, G.R. No. 86738, November 13, 1991, 203 SCRA SO,

510, e e aperrogi
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Peciraon 11 G.RONoo 182722

mterest from savings and time deposits of their members, which was reiterated n

BIR Ruling [DA-591-20006], applies to the mstant casc.

Members of cooperatives deserve
a  preferential tax treatment
pursuant (o Re 0938, as amended
by RA 9320,

Civen that pettioner is a - credit cooperative duly registered with the
( voperave Development Authority (CDA), Section 24(13)(1) of the NIRC must

be read together with RA 6938, as amended by RA 9520.

Under Article 2 of RA 06938, as amended by RA 9520, it 1s a declared
policy of the State 10 foster the creation and growth of cooperatives as a practical
vehicle for promoting self-reliance and harnessing people power towards the
atainment of economic development and social justice. Thus, to encourage the
formation of cooperatives and (o create an aimosphere conducive to their growth
and developrment, the State extends all forms of assistance 1o them, one ol whichs

providing cooperatives a preferential tax freatment.

The legislative intent (o give cooperatives a preferential tax treatiment s

apparent in Articles 61 and 62 of RA 6938, which read:

ART. 0. Tax Treatment of Cooperatives. Duly registered
cooperatives under this Code which do not transact any business with non-
members or the general public shall not be subject 1o any goverment taxes and
fees imposed under the Internal Revenue Laws and other tax Taws. (Cooperatives
not falling under this article shall be governed by the succeeding sechion.

MY G0 Ta e Other Pyemptions Cooperatives transacting,
business with both members and nonmembers shall not be subject o tax onthen
transactions to members. Notwithstanding the provision of any law or regulation
(o the contrary, such cooperatives dealing with nonmiemibers: shall enjoy the
following tax exemptions; X x X.

This exemption extends to members ol cooperatives. It must be

cinphiasized that cooperatives exist for the benefit of their members. In fact, the {/ﬁ
| C+RYIEIED TRUE COPY |
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Decision ‘ |2 (3.R. No. 182722

primary objective ol every cooperative 18 10 provide goods and services to 1S
members to enable them to atlaimn mnereased ncome, gavings, investments, and
pmducli\'ily;m Therefore, hnuung the apphication of the tax exemption 1o
COOPETAlIVES would po against the very purpose of a credit cooperative. Lxtending
Wi cAasmphlion 1o members of cooperatives, on the other hand, would be consistent
with the intent of the legislature. ‘Thus, although the tax exerplion only mentions

cooperauves, this should be construed 1o mclude the members, purstant 1o Arucle

120 0l RA 0938, which provides:

wil:

ReEpuBLIC ACT
Fopade il AMacapagal v Cuenco, 103 Phil. 1OST, 10806 (1957).

ART. 120. [nterpretation and Construction. In case of doubt as o the
meating ol any provision of this Code or the regulations issued N pursuance

thereof, the same shall be resolved liberally in favor of the cooperatives and their

mombers.

we need not belabor tha whal s within the spiritis within the faw even il
L opor wathin the letter of the law because the spirit prevails ovet e leter.

; . S . - }
Apropos 18 the ruling i the case ol Alonzo v. Intermediate Appellate Court,

But as has also been aptly obscrved, we lest a law by its results; and
likewise, we may add, by 1ls purposcs. It is a cardinal rule that, in secking the
meaning of the law, (he first concern of the judge should be to discover i its
provisions the intent of the lawmaker. Unguestionably, the Taw should never be
mlerpreted insuch a way as 10 causc mjuslice as this is never within the
Jegislative intent. An indispensable part of that intent, in fact, for we presume the
pood motives of the legislawre, 1s o e ider justice.

s, vee nterpretand apply the law not independently ol but m
consonance with justice. Law and justice e isepatable, and we e keep them
o, 1o be swg; thue are some laws that, while penerally valid, may seen
arbitrary when applicd i a particular case because ol its peculiar Clennsinees.
In such a situation, we are not bound, because only of our nature and functions,
to apply them just the same, [is] slavish obedicnee Lo their language. What we do
ivtcad is find a balance between (he word and the will, (hat justice may be done
even as the faw is obeyed.

As judges, We are hot automatons. We do nol and must not unfeclingly
apply the law as i is worded, yielding hike robots to the literal commaand without
regard 10 1Ls cause and consequence. “Courts are apt to err by sticking too closely

1o the words ol a law,” SO We arc warned, by Justice [Holmes agan, where these L,//ézf/(

o /

NO. 6938, Article e

Jud Plal. 20/, 2022 RIS
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Decision 13 G.RONo. IS

words mport a policy that gocs beyond them” While we admitiedly may not
legislate, we neverthieless have the power o mterpret the law i such a way as (o
reflect the will of the legislature. While we may not read mto the law a purposc
that is not there, we nevertheless have the right to read out of it the reason for its
et b dory so, v defer notb 1o “the letter that killeth” but to “the spirit
that vivitieth,” to give ellect to the lawmaker’s will.

The spirn, rather than the leter of a statute deternmines its
construction, henee, a statute must be read according (o its spirit
or mitent. For_what 15 within the spirit_is_ within the statute
although it is not within_the letter thercol, and that which s
within the letter but not within the spirit 1s not within the statute.
Stated difterently, a thing which is within the intent of the
Jawmaker 1s as much within the statute as if within the letter; and
a thing which is within the letter of the statute is not within the
statute unless within the mtent of the lawmakers. (Underscoring
ours)

[ 15 also worthy to note that the tax exemption in RA 0938 was retamed m
KA Y520, The only diftercnce is that Arucle 01 ol RA 9520 (formerly Scetion 62
ot KA 0938) now cxpressly states that transactions ol members with the

cooperatives are not subject o any taxes and fees. Thus:

ART OV T and Other Fxemptions. Cooperatives ansacting business
with both members and non-miembers shall not be subjected 1o tax on the
transactions with members. In relation o tus, the transactions of members witly
the cooperative_shall not be_subject (o any taxes and fecs, including but not
himited  to final _taxes _on__members’ deposits  and documentary  tax,
Notwithstanding the provisions of any law or regulation (o the contrary, such
cooperatives dealing with nonmembers shall enjoy the following tax excmptions:
(Underscoring ours)

This amendiment in Article 61 of RA 9520, specifically providing that members of
cooperabives  are not subject o final taxes on  their deposits, alfirms  the
interpretation ol the BIR that Section 24(B)(1) of the NIRC does not apply 1o
cooperatives and confirms that such ruling carvies out the legislative intent. Under
the principle  of legislative  approval  of  administative mterpretation by
recnactiment, the reenactment of” a statute substantially unchanged is persuasive

) . . .. . . B . . . : 77
indhcation of the adoption by Congress of a prior executive construction.™. %//gf/

Comnussioner of lnternal Revenue v American Lxpress nernatonal, fuc: (Philippane Branel), 00
PInl 586.(2005)
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Moreover, no less than our Constitution  guarantees (he protection ol
coOOPEralives. Section 19, Article X1 of the Constitution considers cooperaiives as
nstruments tor social justice and ceonomic development. At the same ume,
¢ Wotthe Constitution declares (hat it is a pohicy ol the State Lo

Secuon 10 of Aruc)
In relation thereto,

|

Profivte Lochal justice 10 all phases of national development.
Section 2 of Article XH1of (he Constitution states Hhat the promotion ol socia
justice shall include the commitment Lo create cconomic opportunitics based on
(reedom ol miiative and self-reliance. Bearing in mind the foregoing Provisions,
bers of cooperatives from the

ion exempting the metn

an interpretat
of the NIRC s more in keeping

« under Section 243

we nd tat

anon of the final ta

pirit ofour Constitubion.

TERIRARE

with the letter and s

All told, we hold that petitioner 1s not liable to pay the assessed deliciency
ime deposits ol 1ts members,

‘ . . . .
withholding taxes on nterest from the savings and

45 well as the delinguency interest of 20% per annuii-

[ closing, cooperatives, including their members, deserve d pl'dC\L‘l\\\L\\ Lax
Leatnent breeanse of the vital role they play m the attainment of ccononie
e lifehlood ol the

g development and social justice. Thus, although taxen e
povernment, the State’s power 10 tax must give way 1o (oster the creation and
ani A, Cruz: e

prowth of cooperatives. 1o borrow the words ol Justice Isag
power ol taxation, while indigpensable, 1s 1ol absolute and may be subordinated o

B - . : . 5534
the demands ol social justice.

hereby GRANTED. ‘The assatled

WHEREFORE, the Petition 18
2008

1%, 2007 Decision of the Court of Tax Appeals and the Apnt L

D and SE'T ASIDE. Accordingly, the assessments for

Cand e deposits ot
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Decision 15 (. RONo. 182722

petitoner’s members for the taxable years 1999 and 2000 as well as the

delinguency mterest of 20% per annum are hercby CANCELLIED.

SO ORDERED.
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ATTESTATION

I attest that the conclusions i the above Decision had been reaclied m
consultation before the case was assigned o the writer of the opinion ol the

Court’s Division. —
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ANTONIO T. CARPIO
' Associate Justice
Chairperson, Second Division . .. oo
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7 CERTIFICATION
"

Pursuant to dSection 1S, Article VT of tie Constrtation, and (e Drivision
: Charperson’s altestation, it is hereby certified that the conclusions in the above
; Deasion had been reached- in_consultation before the case was assigned (o the
i writer of the opinion ()1 the € ()u}t s Divigion. J
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Chief Justice
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