Dumaguete Cathedral Credit Cooperative v. Commissioner of Internal Revenue, G.R. No.
182722, January 22, 2010

Facts: Dumaguete Cathedral Credit Cooperative (the Cooperative) was assessed by the Commissioner
of Internal Revenue (CIR) on deficiency withholding taxes for taxable years 1999 and 2000 which it
protested on July 23, 2002. Thereafter, on October 16, 2002, the Cooperative received two (2) other
Pre-Assessment Notices for deficiency withholding taxes also for taxable years 1999 and 2000. The
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e Cooperative elevated its case before the Supreme Court.

Issue: Is the Cooperative liable to pay the deficiency withholding taxes on interest from savings and
time deposits of its members, as well as the delinquency interest of 20% per annum.

Held: The Supreme Court held that the Cooperative is not liable.



The Supreme Court found that the BIR has previously issued rulings dealing with the subject
matter. In BIR Ruling No. 551-888, the BIR stated that cooperatives are not required to withhold taxes on
interest from savings and time deposits of their members which ruling was reiterated in BIR Ruling [DA-
591-2006] dated October 5, 2006. The Court found that both BIR Ruling No. 551-888 and BIR Ruling
[DA-591-2006] are in perfect harmony with the Constitution and the laws they seek to implement.

Also, given that the Cooperative is duly registered with the Cooperative Development Authority
(CDA), Section 24(B)(1) of the NIRC must be read together with RA 6938, as amended by
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The Supreme Court likewise noted that the tax exemption in RA 6938 was retained in RA 9520.
The only difference is that Article 61 of RA 9520 (formerly Section 62 of RA 6938) now expressly states
that transactions of members with the cooperatives are not subject to any taxes and fees.



ART. 61. Tax and Other Exemptions. Cooperatives transacting business with both
members and non-members shall not be subjected to tax on their transactions with
members. In relation to this, the transactions of members with the cooperative shall not
be subject to any taxes and fees, including but not limited to final taxes on members’
deposits and documentary tax. Notwithstanding the provisions of any law or regulation to
the contrary, such cooperatives dealing with nonmembers shall enjoy the following tax
exemptions: (Underscoring Supplied)
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