
ltrpubHt of tbt ~bflippfne.s: 

SUJ)reme «:ourt 
.manila 

THIRD DTVTSTO~ 

NOTICE 

Sirs/Mesdames: 

Please take notice that the Court. Third Division. issued a Resolution 
dated ,January 18, 2021, which reads as ji:Jllows: 

"G.R No. 226210 (LOI.;RDES COLLEGE, petitUlner, v. 
COMMISSIONER OF INTERNAL REVENUE, respondent.) - Jhis 
Court resolves a Petition for Rc\·icv,.-1 seeking lo annul and set aside the 
Comt of Tax Appeals En Banc·s Decision" and Rcsolution.3 ·1 he Courl of 
Tax Appeals En Banc affimied in Iulo the Decision4 and Resolution5 of the 
Court of Tax Appeah Second Division, which found Lourdes College liable 
for deficiency withholding tax on compensation, expanded withholding tax. 
fringe benefit tax. and donor'5 tax_. 

Lourdes College is a non-stock, non-profit educational corporation 
organized under the la\VS of the Philippines, with address at Hayes
Capistrano Streets, Cagayan de Oro City.6 It offers basic education and 
higher education courses under the authority of the Dcpl!Tlment of Education 
and Commission on Higher Education, respectively.7 The school is 
adm.inistcrcd, operated and sta!Ted by the Religious of the Virgin Mary.8 

' 

' 

Rollo, pp. 3-71. J ile<l under Rule 45 oftlle R,iles oH"\mrl 
ld. at 395-107. The Decision dat~ Febm:rry 2, 2011, in Cl'A Hll )/o. 1164 was P"lliled by ,\soociaLc 
Justice Ma. Behm \1. Rine,'Pi;-1,ihan and cur,currcd in by Presiding Justice Rornan (i. Del Rosnrio 
(with conc1ming ,rod dissenting opinion. pp. 41)8--411) am] Associate Justices Juanito C. C:i.slaficda. .Ir .• 
Lovell R. Baulis1a. Erlinda P. \J} (v.ilh concurrjng and dissentiug opTTli,m, pp. 472-415/, Caesar A. 
Ca,,s:nova, Fspcrwva fl.. hhlln-\'icrnrino. Cidito N. ]l.findmu-Gmlla and ;,melia R. Corangco
Manala,1a.s ol lbc Cumt ofT a.~ Appc,lls L'n IJw,e. Quezon City. 
Id. at 416-41R The Rewlnt1on dalcd Jul; 28, 2016 (."IA []3 :'-Jo. 1164 ;,,a.s penned i,y Associate 
Justice \Ila. Belen M. Ringpis-Liban and concurred in by •\ssociatc .lu.stkes Iuanito C. Castaneda. Jr. 
("hh separate concurring opllliOTJ, pp. 424 429), [,ivell R. BauLlsla, Caesar A. Casaoov:i Goins J. 
Castafieda's separate concunin~ opmion_l, Esperaw,, R. fabor,"\'ictorino, Cielita :'-J. Mll1daro--Grulla 
and Amelia R. Cotangco"Manalastas; PrcsiJing Justice Roman G. Del Rosario ("1th dissrnling upiruon, 
pp. 419-423) and Erlinda P. Cy Goin, PJ. Dd Rosario's dissenting opinion) of the Cuurt of 
lax Appeals En Banc, Quezon City. 
Jd, at 356--376. The Decision dated Deccmbc,- 12, 2{113 in Cl'A Case :'so. 8038 wa, pc'TlncJ by 
Assodar, Justice Caesar A. Ca5<1nova and c,mcurrcJ in by Associate Justices Juanita C. CastaficJa. Jr. 
and Amelia R. Cot:m/';co-Manabstas ofthc s~c,md Di,,ision, Court of Tax Appeals, Quc-,m Ci Ly. 
Id. at 385-394. Tue Resolution dated Apnl 11, ~1114 in l.l'A Case No. 8038 was pe,mcJ by Associate 
Justice Caesar A. Casanov:, and conmrreJ in hy 1\,wcia!c Justices Juanita C. Castm\eda, Ir. anJ 
Amelia R. Cotangco-J\.funalastas of the 5econd Di,ision, Collrl ol rax Appeals, Quezon City. 
Id. at 396. 

" ld. a! 90. 

- aver - "' (239) 



Resolution -2 - G.R. '.'fo. 226210 
January 18, 2021 

Pursuant to Letter of Authority Ko. 00056663 dated November 29, 
2007, Revenue Officer Tindug C. Casan of Revenue DistricL No. 98 (RlJO 
No. 98), Revenue Region >Jo. 16, Cagayan de Oro City exami11ed Lourdes 
CoUcge's books of accounts and other accounting records for all internal 
revenue liabilities for the fiscal year May 1, 2006 to April 30, 2007.q 

After the investigation, Regional Director Mustapha M. Gandarosa 
sent a Formal Letter of Dem.andrn dated September 23, 2008 to Lourdes 
College, demanding payment of deficiency exµanded v.ithholding tax and 
deficiency fringe benefit Lax in the tolal arnounl of 1"4,222,510.10, inclusive 
of surcharges, interest, and compromise penalty. 11 

Lourdes Colh:ge protested lhe a~sessrnenL<; through a letter dated 
November 20, 2008. u .In response, lJ Reve11ue District Otlicer Noel B. 
Gonzales (Revenue District Officer Gonzales) of RDO No. 98 revised and 
reduced the previous assessments, but included a new assessment for 
donor's tax on the "Provision for Religi.ous Community Services" in the 
amount of Pl,031,814.58.1~ 

Lourdes College protested the reYised and new assessment for donor's 
T.ax through a letter" dated June 29, 2009. Subsequently, through letters 
dated July 17, 2009 16 and August 3, 2009,17 it informed the Commissioner of 
Internal Revenue of its position on the assessments.18 

Jn an Augu~t 25, 2009 Idler, 19 Revenue District Officer Gonzaics 
st.ated that Lourdes College is still liable to pay Pl,382,362.47, inclusive of 
interests and penalties.20 

Thereafter, a Final Decision on Disputed Assessment dated December 
28, 2009,21 signed by Regional Director Esmeralda M. Tabulc (Regional 
Director Tabule), was received by Lourdes College stating that the latter'~ 
arguments were found to be unmeritorious.22 J"his was followed by another 

Jd al.<96. 

"' kl al 78 87. 
kl al.<96. 

" kl al 82-85. 
'' kl. al 86-87. 
14 Jd al 3%. 
" I<l.at88---91. 
16 Id. at 92. 
F l<l, at 93-95, 
" Id. at 396. 
" Id. at96--97. 
10 !d. ITT397, 
" ld.at98. 
12 Id. at 397. 

- over -



Resolution - 3 - G.R. .l\o. 226210 
January 18, 2021 

Final Decision on Disputed Assessment'.1 dated January 26, 2010, conmining 
a reduced income tax asse~smenL. 2+ 

Lourdes College appealed25 the final assessment to the Commissioner 
of Internal Revenue. who replied in a !ette:r26 dated .February 19. 2010, a, 
follows: 

Tn rel'ernnce Lo yom leLlei- <lme<l Fehrumy 17, 2010. please he 
infonned lhai Q1e kller is,ue<l b; Regional Director Efilllernlda M. Tabule 
dated January 26, 2010 is considered by this Office as Final Decisiun vn 
Disputed Assessment. In which case, your remedy is the filing of art 

appeal before the CL\ within 3() days from date of the said decision.'' 

On March 18, 2010, Lmmie~ College filed its Petition for Review 
before the Court of Tax Appeals.28 lt sought the cancellation of the 
deficiency assessments for \V:ithholding taxes amounting to 1'215.169.99, 
fringe benefit taxes of ¥166,363.86, and donor's taxes of Pl,241,155.52, 
indc1sivc or surcharge. interest and compromise penalty, for the fiscal year 
May 1, 2006 to April JO, 2007 .29 

ln his .Answcr,30 the Commissioner of Internal Revenue interposed the 
following defenses, among others: 

,_ 

" '-' 
,r, 

,-
-, 
" 
" 

lO)Rcspondeut funhcr submits that Section 203 of the 1997 Tax Code 
docs not apply to petitioner's defkienc} withholding tax assessment 
hecausc it was not assessed for internal revemie taxes directly related 
in the operJtion oF ils h,csiness, but for its liability as withholding 
agent for failure to withl1old, .iccounl lor and remit the deficiency 
expanded and compensation \\•ith.holding taxes as required by Revenue 
Regulation .Ko. 2-98 and Revenue Regub.Lion No. 6-200 I as amended. 

11). 

12). 

13) In order for expenses paid as f1rn1ncfal assistance or scholarship w 
some of petitioner's faculty memher.; pur<;rnng graduate smilies, 
furnished in cash or in kind by an employei- lo an individual employee 
{except rank and file employee) Lo be exempt from the coverage of 
See1ion 33{.'.) of the 1997 T~x Code, !he same must be actually 
substantiated tn fully establish that the am01ml was exclusively utilized 
for the benelil or convenience of the company under the •·convenience 

ld.aL9(}...l{)]_ 

Id.al 397. 
Id. at !UZ-105. 
Jd.alll4. 

'" ld. al 397. 
ldat357. 
ldatl30-137. 

- over -
I,< 
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Resolution - 4 - G.R. No. 226210 
January HI, 2021 

of the employer rule." Petitioner misenibly failed to actually 
substantiate its claim for exemption from the fringe bcnefittax. 31 

On December 12, 2013, the Courl or Tax Appeals Second Division 
rendered its Deeision,'2 finding Lourdes College liable for deficiency 
\Vithholding taxes, fringe benefits ta.x, and donor's tax: 

\\:.i-lliRLFORE, premises considered, petitioner's Petition for 
Review is hereby DE:t\lbU for lack of merit. 

Accordingly, petitio11er is foible to pay respondent Lhe amount of 
Pl,121,516.27, inclusi\·e of the 25'),·Q surcharge imposed uude-r Section 
248(A)(3J of the NJRC of 1997, computed .is follows: 

Tax Type Basic 25% Total 
Ta, Surchars,e (-F-) ___ 

\VithholJ.ing '1'44.427.50 Pl 1.106.88 1"55,534.38 
T~ "" Comnensation 
Expamkd 66,474-51 16,618.63 83,093.14 
\Vithholding 
lax 
hinge Benefit 88,507.84 22,126.96 1 I 0,634.80 
Tax ! 
Donor's Tax 697,803.16 174.450.79 872,253.95 
T,M '1'897,213.01 1"224,303.26 Pl,121,516.27 

In addition, petitioner is liable to pay the i'ollo"~"g: 

(a) Deficiency inleresi al the rnle of 20% -per annum pursuam to Section 
249(B) or the l\IRC of 1997: 

(I) On the basic withholding tax on compern,mi,m, expanded 
wilhholding tax and donor's tax computed fruro May 10, 2007 
unLil Ii.ill pa) menl th~-rcof; and 

(2) On the basic fringe benelil tax computed from July 10, 2007 
until full payment thereui; 

(h) Delinqaency irncrcst at the rate of 20% per anmnn on the total 
J.eliciency 1axcs of r'l.121,516.27 ~nd on the 20% deficiency 
interesl \\•hid, ha\'e accrued as uforestated in (a), computed from 
febnwry 16, 2010 until IU11 payment thereof, pursuant Lo Section 
249(C)(3) of 1he KIRC or 1997. 

SO ORDER.tD. 33 

Id. ai: lJJ. 
" Id. a,: 357-376. 
33 ld. at 375. 

- over -



Resolution -5 G.R. No. 22ti210 
January 18, 2021 

Lourdes College filed a Motion for Reconsideration, which the Second 
Division d=ied in a Resolution14 daled April 11, 2014. 

On appeal, the Court of Tax Appeals En Banc affirmed the Decision and 
Resolution ofthe Second Di,i~ion. 

Hence, this Pctition35 was filed. Respondent filed a Comment,'0 and 
petitioner filed its Reply. 37 

This Court resolves the following issues: 

First, whether or not the Coun of Tax Appeals erred in holding th.ax 
respondent Commissioner of Internal Revenue's Fcbniary 19, 2020 letler 
was a valid decision on petitioner Lourdes College's appeal fi"om the 
December 28, 2009 Final Decision on Disputed Assessment, as amended on 
January 26, 2010; 

Second, whether or uot tile Court or Tax Appeals erred in upholding 
respondent Commissioner of Internal Revenue's assessment for donor's tax, 
fringe benefit tax, and expanded withholding tax against petitioner Lourdes 
College. 

Lastly_. whether or not petitioner Lourdes College 1s liable for 
delinquency interest. 

The Petition is denied. 

I 

Section 228 or the 1997 -:-;ational Internal Revenue Code requires that the 
taxpayer shall be infonned in writing of the law and the facts on which the 
assessment is made; othcrv.,ise, the assessment shall he void. The same 
provision also prescribes the basic procedure for protesting an assc~sment. It 
states, in part: 

SECTION 228_ Pro/esting of Assessment. \¼11en the 
Commissioner or bis <luly aulhori,ced r,::prcscntative find;; that proper taxes 
should be assessed, he 6hall liT'.l nmify the taxpayer of his findings: 

Id. al 385-394. 
ld. at 3--ti8. 

" Id. at438-460. 
'' Id. at4<i9-494. 

- over -

., 
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• 6 • C.R. No. 226210 
,January 18, 2021 

Provided, hmverer. Thal a prc>.assessment notice shall not be reqnired in 
tl,e following rnses: 

The taxpayers sh.all be infonncd in \Vriting of the law and the facts 
on which the assessment is made; otherwise. \h,:, ass,:,,;smenl sb~Jl be vuld. 

Within a period lo be prescribed by implementing rules and 
regulations. till: taxpayer ~mil be reqlliTed Lo respond to said notice. Tfthe 
tnxpaycr fails to respond. the Commissioner or his July authori7ed 
representative shall i~s,,,:, an cLssessmenl based on his findings. 

Such assessment may be protested udministrative{y by _fl!inr; a 
request for reconsiderarion ur reinvesliguzion wilhin ihirly (30) days from 
receipt of rhe assessmenr in such _form and manner as may be prescribed 
by implementing rules and regulations. Within sixty (60) days from filing 
of the protest, all relevant- supporting documents shall ha,·e been 
submitted: otherwise. the a,sessmcnt sl:rnll become final. 

ff !he pro/es/ is denied in whole or in par/, rJr fa no/ aded upon 
1-rithin one hundred eighrv (180) dDys from submission of documents, the 
rm.payer adversely affected by rhe decioion or inaction may appeal to the 
Court of Tax Appeals within thirty 130) days from receipt of the said 
decision, or from the lap,e of the one hundred eighty (!80)-lmy period; 
other.,·ise, !he decision shall heeome.final, e..ceeutory and demandabfe. 

Section 3.1.5 of ReYenue Regulations No. 12-9933 govcmmg tlic 
procedure in protesting tax assessments, additionally provides: 

In general, if the protest is denied, in whole or in part, by il,e 
Commissioner or his duly amhorizcd representative. the taxpayer may 
appeal to the Court of Tax Appeals "·ithin thirty (30) d,iys from date ol" 
,-eeeipl ol the ~aid decision, otherwise, the assessment shall become fuml, 
executor)' imd demaoililb]e: Provided, however. that if the taxpayer 
efrvatcs his protesr to th.e Commi.1·sionfr wi1hin lhirly (30/ days from date 
of receipt of the final deci8ion of the O,mmi.,sioner's duly authorized 
repre8entativc, the /atrer 's decision shall no/ he considered final. 
executory. demandab/e, in 1-rhich case, thi< prole,1·/ ;·hall he decided by rhe 
Commi.1·sioner. 

Petitioner's protest Wa':J <ll'llicd in Lhe January 26, 2010 l'inal Decision 
on Disputed Assessment issued by Regional Director T abule. This ,vas 
received by petitioner on Febrnary 16, 2010. Thereafter, petitioner opted to 
elevale the denial of its protest to respondent on february 17, 2010. 1n reply, 
respondent Issued a letter dated .February 19, 2010, which read: 

-- - -- ---------
" lmplementing the Provisions of the National luremal Revenue Code of 1997 Governing Ll1c Rules on 

,\ssessmen:t of National lntemal Revenue Tsxes, Civil PL'Tlallics and !merest and the Extra-Judicial 
Settlement of a Taxpay"r's Criromal Violation ol th~ Code Through Payment of a Suggesred 
Compromise Penalty (1999). 

- over - '" (239) 



Re,,olutitm - 7 - G.R. 'lfo. 226210 
Jaoua,:y 18, 2021 

Tn referei1ce to your letter dated Febnmry 17. 2010, plea~e he 
informed that the letter issued by Rcgioillll Director Esmeralda M. Tabuk 
dcrted January 26, 2010 is considered by this Office as final Decision on 
Dispmed Assessment. In which case, your remedy is the filing of an 
appeal before the CTA within 30 days from date of the said decision. 39 

Petitioner contends that the February 19, 2010 letter was not a valid 
decision because it did not state lhc factual and legal bases for respondent's 
denial o[ the protest nor its reasons for upholding the final Decision on 
Disputed Assessmem.w As such, said letter Y:iolates its right to appeal and 
duty to exhaust admini~trnti\-e remedies, and does not comply with the 
constitutional requiremenl or due proce~s.'11 Pelilioner argues that the letter 
sliould have been declared void by the Court of Tax Appeals and its protest 
remanded back to respondent for decision42 in line with the rulings in Ang 
Tihay v. Court of1ndu;;trial Relalion~~-' and Yao v. Court of Appeafs.44 

Ibis Court partly agrees with petitioner. 

The reason for allowing the taxpayer Lo elevate a protest to The 
Commissioner of Internal Revenue is because it is the Commissioner who 
has heen vested by law with the power to make a final assc5sment and lo 
de1;ide Oil dispL.!led ass,;ssments, subject to the exclusive appellate 
jurisdiction of the Court of Tax Appeals.45 Thus, while the Commhsioner 

Rollo. p. 114. 
Id. al 30. 

'" Id. a, 20. 
69 Phil. 635 ( 1940) l PcT J. Laurel, E" Banc]. 
)98 Phil. 86 (2000) [Per C.J. Da~ ide. JI'.. l 'irst Divisiorrl. See ro//o, p. 34. 
TAX Coor. SCCS. 2. 4, and6 stare: 
SEC'I ION 2. Powers ,,ml Dulies of /he Bc,reau of" Internal Rewmue. - '!he Bmeau of In:remal 
R~wnuc shall be w1der the supervision and control of the Dcpartm~-nl of Finance and its powers and 
duties shall_ comprel:!end tire assessment and collecli(m of all nmional internal revenue taxes, foes, :rnd 
charges., and rlie enforcement of all forfeitures, p"1mllie,, :rnd ~nos connected therewith, inclu<linie ibc 
ex<>CUtiorr of jud~'ll1e111>, in all ca,c, dccid~d m llS la, or by the Court of Tax /\ppcals and lh~ ordir~u-;, 
coui1s. The Burean shall give etfecl tn and aJmir,im,r the supervisory and police powers conferred to it 
by this Code or other lrns. 

SFCTTON 4. Pmver ,1· the Comm,s.,ioner Iv lmerpre/ Tax L~ws (f11d to Decide l'ax Cu.,e;. - The 
P<'""-T u, inlcTJ>CCl !be provisions of Ihis Code and other tax law, shall be w,der Ihe exclusive and 
original jurisdiction of the ConW1issioner, subject to review by Lh~ Secretary of Finance. 
rhe power to decide disputed assessments. refim<ls of internal revenue taxes, fees or 01hcr charge,, 
pemclties imposed in rda!ion thereto, or other mam,rs arising under lhi, Code Ol' oilier laws OT portions 
Lh~-rcof a<lministcnod by the llureau of lnrema! Re•enue is ,·coled iri [be Commissioner, s<Jbj~c"t n, Lh~ 
exclusive appellate jndsdktion of the Court ofT ax ",ppeah. 

Si.£TIO"\: 6. Power oj the Commissioner to 1,1ake A,sessments and Pn"crihe Additionu/ 
Rf!</u1ren,e11t., f"r fox Adminisltarron and F njarcemmt. 
(A) framination [!(Remrns Md Dermnination afT= Due. -After a return ha,, h"'-"Il ~led as required 
wlder tlie provisions of Ihis Code, the Commissioner or llis duly authorized repre,,n1u1ivc may 
aulhoriLc Ll1e cu,rnina!ion of any taxpayer and the assessment of the corn.-cl srnotUlI of tax: I'rovideiL 
h!lwev~r. '!hat failure to file a reruru shall not pr..v<mt Jl,c Commissioner from authorizing tj1e 
examination of any taxpayer. 
The tax or any deficiency tax so a.,s,,s,M shall be 
Commissioner er from his duly autbolized representative. 

- OW!f -

paid upon notice and demand ITOm Lile 



Resolution - 8 - G.R. No. 226210 
January HI, 2021 

may delegate to the Regional Direclor the power lo decide tax 
Commissioner is nevenhde~s not bound by the decision of a 
onieer and may review or revise the same. 

cases 46 the , 
subordinate 

In this case, re~pondent's February 19, 2010 lelter simply slated that 
lhe January 26, 20 IO letter of Regional Director Tabule is considered as the 
.Final Decision on Disputed Assessment. However, the letter of Regional 
Director Tabule did not eYen discuss why the arguments raised by petitioner 
against the assessments "were found lo be frail and unrnerilorimis."47 This 
hardly complies ½ith the basic reqlliremenl under Revenue Regulation No. 
12-99 that in case of denial of the protest: 

U1e decision or !h,; Commissioner OT his duly mtihorizcd representative 

~hall (a) sta.1.e 1h.i lacL<;. lhe applicable law. rules and regulations. or 

juri'lprudenc.i nn which such deei,inn i<; ha.seU, nthenvise, the decision 

shall be void, in which ca.se. Lhe same shall not he considered a decision 

on a di s-puleU. assessmen L; ,mU (b) thaL Lhe same is his final decision_a!ll 

A party's [u.ndamental right to due process includes the right to be 
informed of the various issuc5 invohcd in a proceeding, and the reasons for 
the decision rendered by the quasi-judicial agency. Jn l\fendoza v. 
Commission on Efections,44 this Comt explained: 

" 
" 
" 
" 
" 

ITlhc last requirement, relating to the form and sub;iance ol" the 

U.eci~ion of a qua~i-juJicial body, funher complements the hearing aml 

U.ecision-making du.e process rights and is similar in substance to the 

con;iitutiou.al reqlliremenl Lha[ a decision of a court must state distinctly 

the facts anU. lhe la\\• upon which it is ha.~ed ... fa a component of the rule of 
fairness 1ha1 underlie.,· due process, this is the ··duty to give reason" lo 
enable !he af(ec/ed per.,·on tu unJentand hmr thr rule ofjiJ.irne;·.1· has heen 
admini,tered in hi, m.,·e, lo expose the reason to public 8autiny and 
criticism, and to ensw-e that !he decision will be thought through by the 
decision-maka.-'0 (Emphasis ~upplied, citation omitted) 

Any return, statemeut or dedarnhon filed m any oi'licc fil!lborLlcd IO receive the same sJ,all not he 
withdrawn: I'rovid.ed, Tua, witliin thru \0) )""'' ICmn ;he dale of such filing. the same m~) hu 
modified, clumged, CJr ameTided: Pml"ided. fui'ther. Thm no notice for audit or investigali,m ol ouch 
rerum, statement or declamtiou has, in tbe mcanlim"-. been aclualiy served upon the taxpayer. 
(G) Fwil,re to Suhmir Requiced Retu>'1S. Statement\. Report., and otlm- Ducuments. Whc"Tl a report 
required by lrn as a l~~sis for Lhc a.ssc.smCTIL of any national internal reve,,ue tax shall ML be 
forthcoming ;,~thin the tim" foed h) laws or rules anJ regulations or wheu there is r.ca«m lo bcl ic,,c that 
any sLICh mport is fa.ls,; incomplelc o, erruneous, the Commissioner shall assess lhc proper rnx on rhe best 
evidence oblliinahk. 
In ca.,c a pcr<on fails LO f1lc a required renuu or oilier document :±1 1.hc Lime prescribed by law, or 
"illfully or othenvise files a fulse or fraodulent return ,,, ull,cr document, the Conuni,si,mCT shall 
rnal.c or amend the return from his o;,11 kno"ledge and ICmn such infonnatiou as be can ohlain 
through testimony or otherwise. which shall be prim a jC,cie correct and suftkierrt for all legal purpose,. 

L'L-XCoDI:. sec. 7. 
Rc,l!o, p. 99. 
Rev. Reg. 12"99 (]999), sec. 3.1.6. 
618 Phil. 706 (2009) [Per J. B,im\ En Banc J. 
Id. at 727. 

- over-
~ 
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Resolution -9 - G.R. No. 226210 
.January 18, 2021 

In Commissioner of Internal Revenue v. Avon Products 
}Junufi:icturing, Inc .. 51 we stressed that the taxpayer must not only be given 
an opportunity to present its defenses, explanations, and 8upporting 
documents, but 1hc Commissioner and their subordinates must give dLtc 
consideration to these in making their conclusions on the taxpayers' 
liabilities, and sufficiently infomJ the taxpayer of the reasons for their 
conclllsions. Failure to do so constirutes a violation of the taxpayer's rigl11 
to due process. 

Sc.,1.ion 3.1.6 nf Revenue Regulation No. 12-99 is categorical that the 
decision of the Commissioner or the duly authorized representative on a 
disputed assessment shall state the facts and law, rulc8 and regulations, or 
jurisprudence on which the d<ecisioo is based. f<ailurc to do so would invalidate 
lhe Final Decision on Disputed Assessment. Thus: 

3.1.6 Administrative Dedsio>1 m, o Dispuled Assessment. - The 
dedsion of lhe Commissiona or his duly au/horfr;ed representarive shall 
(aj state the jiu:ls. the applicable law, rules and reg,daiions, or 
jurisprudence on ><hich such ded,,·i,m is based othenvise, /hf- ded.,·ion 
shall be void . in ev/Jich case. the .mme .,half not be considerPd a 
decision on a dispured assessmJn/; and (h) Iha! the same is his final 
decision_ (F.mpha.sis SL1pplied) 

Cunseqc1ent.ly, respondent's February 19, 2010 letter is void lor 
noncompliance with the law, the Hnreau of Internal Revenue's implementing 
rules, and the due process rcquircrnenL<; of the Comtitution. 

lu Commissioner oj Internal Revenue v. Liquigaz Philippines 
Corporation,52 the l'inal Decision on Disputed Assessment was held void 
bctaL1se it did not contain the fa<.1.~ and law on \Vhich the decision was based. 
It was hcl<!- thal the result is, as if there was no decision rendered by the 
Commissioner of b1ternal ReYenue. The nulli.Ly of the Final Dc.:ision on 
Disputed Assessment was h.cld "tantamount to a denial by inaction by CIR, 
which may slill be appealed before the CT A and the assessment evaluated 
on the basi~ ul lhe available evidence and documents."53 

Accordingly, the invalidity uf the Febnia0· 19, 2010 letter is 
equivalent to an inadion on the protest, which vests the Court of Tax 
Appeals the autbority to give due course to and resolve the merits of 
petitioner's appeal. 

" G.R. Nu,. 201398-99 & 2014JR-19. October a, 
<lrttps:1/clibrary j u.d.icia,y.gov.pli./thebMkshelf'shm,dncs/1 /64710 · [l-'er J. Lemm,, ThiTd Division]. 

;, 784 Phil. 874 (2016) [Per J. Mendoza, Second DivisionJ. 
!cl at 897. 

- over -

2018, 



Resoh1tion -10 -
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G.R. .No. 226210 
January 18, 2021 

Petitioner contencl-; that ll1e Court o[ rax Appeal'> eJTed in upholding 
the assessments for deficiency donor's ta"L and fringe benefit tax on the 
ground 01· insLtfliciency of ,widem:c. 

\Vith regard to the donor's t.a.x assessment, pett1J.oner claims that the 
"Provision for Religious Community Services" amounting to P2,326,010.52 
represents not a donation lo lhe Religious 01· lhe Virgin Mary, hut a fair and 
reasonable compensation for the services of the l O sisters it had assigned lo 
administer and manage the school. Under the sisters' VO\V of poverty, they 
arc not allo\vcd 10 receive any compen~ation for their services, and the 
compensation, if any. is paid to their Congregation, which, in tum, provides 
for their support and maintenanee.54 As the amount represents religious 
income to the religious congregation. it is exempt from income tax.'' 

Petitioner contends that the Court of Tax Appeals Second I Ji vision, as 
Hffmm:d by the Rn Rane, erred in requiring documentary evidence to show 
that the amoux1t of P?,326,010.52 paid to the Congregation was for the 
services rendered by the 10 sisters, and in h.olding that without such 
supporting documentary evidence. it "cannot determine the intent of 
petitioner as to the sum of money given to the Congregalion."56 

P<.,--titioncr claims that the matter of whether the remittance was made 
for the services of the sisters57 was not the issue raised in the Joint 
Stipulation of Facts and Issues and embodied in the Pre-trial Order.53 

According to petitioner, the issue raised was whether the contributions to the 
Congregation were in the nature of ·'gifts,"'9 which simply calls for the 
evaluation of whether the remittance was commensurate with the services 
actually rendered by the sisters.60 If the amount remitted ls equivalent to the 
value of the services by the sisters, then the contribution is not a gift; if not, 
then it may: be considered a gill to the extent that the contribution exceeded 
the value of services rendcrcd.61 Petitioner adds that the testimony of Sr. 
Maria Ana Priscilla Magallanes sufficiently proved its claim that the 
remittances were not gifts;62 and the proof required by the Court of Tax 
Appeals in the form of "v,ithholding certificate for compensation, SSS 

" iS 

" 
' 
" 
" 
,j(, 

0, 

" 

Rollo, p. 36. 
ld.aL49. 
l<I. al 09. 

'" kl at35 •nd 3&---39. 
kl at 42. 
Id. at 40 

" !d.at39and43. 

- over -
6' 
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n:miUance forms or any similar documcnts"63 is tantamount to a violation of the 
sisters' freedom to exercise their rdigious beliefs.64 

On the fringe benefit tax assessment, petitioner claims that the specific 
issue submitted before the Court of Tax Appeals was whether the fringe 
benefit lax applied even when lhe scholan:hip gmnts were given to 
managerial or supervisory facully members, not to rank and file faculty 
mcmbcrs.65 The amounts, recipients, and purpose or nature of the grant 
were not put in issue, but \Vere impliedly conceded in the formulation of the 
issue. Hence, petitioner argL1e~ that the Court of Tax Appeals erred in 
upholding the assessment on the ground of insufficient cvid<.,'UCC lo prove 
that the amount for scholarship grants -w--as, indeed, incurred and paid for the 
scholarship program oflhe school.66 

Even assuming there are factual issues to be resolved, petitioner 
submits that it had sufficiently proven its claim through its cvid<.,'Uce 
consisting of: (1) the judicial affidavit and in-court testimony of Dr. Judith 
ChaYez, Vice President for Academic Affairs of the School for 34 years; (2) 
a listing of tbc beneficiaries of" lhe faculty development fund in the school 
year 2006-2007; and (3) the contracts enh:red into between the school and 
the grantees of scholarship grants.('7 Moreover, petitioner claims that the 
grants given to Dr. Judith Chavez and Dr. Rlin1heth Lagrito, the Dean of 
Nur~ing, two managerial faculty members, amounted to t"\67,307.35, not 
Pl 88,079.17, as incorrectly determined by the revenue ollicers.68 

Petitioner's conlentions are untenable. 

Al ihe outset, petitioner's arguments delve on the sufficiency of 
evidence to prove: (l) that the conlrihutions to the Religious of Virgin Mary 
are not donations or gifts, but religious income exempt under Section 30 of 
the 1997 NaLitmal lnLemal Revenue Code; and (2) thal the mnounts granted 
to its employees were exempt ftom fringe benefit tax. These are factual 
issues that are beyond the province of a petition for review on certiorari. In a 
Rule 45 petition, only questions of Jaw may be raised, as this Court is not a 
trier of facts. 69 "Although jurisprudence has provided several exceptions to 
this rule, exceptions must be alleged, substantiated, and proved by the 
part.ies" before this Court may review and evaluate the facts of the case.70 

ld_a1,101. 
" JJ.at,15. 

Id. at 55. 
" ld.at54-55. 
,,, JJ.s!55and3U8-316. 

Id. at 57. 
" Comm/ssionec of Jmernai RioPem,e ,·. St. Luke'.,· Mediwl Cenler, Inc., 695 Phil. 867 (2011) [Pe, J. 

Carpio, Second Division]. 
70 Pascual v. Burgos, l?t al.. 776 Phil. 167, I 69 (20 16) rPer J. Leonen, Second Division]. 

- over -
ti 
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The Court of Tax Appeals Fn Rane affirmed the assessments on the 
ground lhal pelilioner faikd to establish, through competent proof, that the 
payments were acrually made to the religious corporations for the services of 
their respective members. Thus: 

This Court af.'Tees >\ith the findings of the Court in Division that 
petitioner cannot invoke n.cmption fmm payment nf donor's !ax si11ce 
petitioner liJiled lo prove lhat Lhe amotmt of T'2,326,010.52 paid h} 
petitioner to !he Congregation is rnnsidered as income oflhe latter . 

. l\i; correctly rnled by the Court in Division in the Assailed 
Resolution: 

Notwitfatanding rhe admission ofpetitioner /hat !he 
payment was made for the 50-vices rendered hy the ten sisters. 
it should have presented documents such as withholding 
certificate for compensation, S:"JS rcmittrmce fi>nns or ,my 
similar document.1. thar would prove that the amo1mt of 
P2.316J!l0.52. represents petirioner's payment to the 
Congregation for !he service, rendered. Without any 
supporting documimt,,, thiI Court cannot determine the intenl 
of petitioner as to the sum of money given W the 
Congregation. Cousideriug so, pelitic.mer cannot invok.c its 
exemption frum donor's tax pursuant to Section 101 (A)(]) of 
the 1997 "fax Code; particularly, v.;Jiether or not more than thirty 
percenl (30%) ol" :xii<l giJls is LlSed hy such doncc for 
administration purposcs[.]71 

Furthermore, the Comt of Tax Appeals En Banc sustained the deficiency 
fringe benefit tax assessment for lack of evidence to show that the mnounl of 
P 188,079.17 was, indeed, incurred and paid in connection with the scholarship 
granted to the school's personnel. ll agreed v.1lh the Court of Tax Appeals 
Second Division, which found the following: 

11Lis Court dcclll.5 it necessary to re-examine the agreement 
contracts signed by Lo..grito, Velez, B<'titia ,m<l &!roga. Based on the 
records of the c~se. tliis Court cannot l"Llll) appreciate the lllllteriality and 
veracity of the said docum<'nts ou the rollowing grollllds: 

" Rol/o,p.401. 

1. the respective positions of the grnnkes s,,ire not specifically 
stateU in the agreement contracts: 

2. the ~mounl granted \\•ere not specifically stated in (he agreement 
contrncb; 

3. failure· to furnish n,,. contract of agreement benveen pdilioner 
and Or. Judith Chavez: 

- over -
,; 
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4. the contract of o.greemet\l did tJot directly, indirectly or impliedly 
mention that st1ch expeuditme shall be tre,ned as incurred for the 
convenience and furtherance of the cm11loycr's trade or hlL~incss; and 

5. Lhe ~onlrncLs or agreemenL "·ere not nDLariLe<l. 

F~en 11· petilioner admitted that the alleged fiinge benelit w,Ls paid 
lo two mamigerial =ployees. Elizabeth Lagrito an<l Judith Chave:c, and 
the other~ were nOL managerial or sLipenisory but r:mk ai1<l lile employees, 
pditinner's pnmary e\'i<lence (agreement conlrrn;L) li1iled Lo prove 
mhcnv:isc and comincc thic, Com( !hat i( is c:,..cmpt from paying the fringe 
bene Ii l Lax. A mere allegalion is nei lher proof TillT evidence. 

Accordingly, petitioner shall be held Ii.able for the basic \kliciency 
!'UT in the amount of PSS,507.84, the details of which are: 

-
w:ulty Devdopmenl; Fl>r 

1'188,079.17 
fficers.,0fon-Rank and file 

!Grossed-up monetary ,alLJe 
:1'276,587.01 

'PJ88,079.l 7/68%) -

11ultiply with fringe benefit tax rate 0.32 
--- -

rr,ringe Benefit Ta-x Due f>88,507.84 
-

.ess: FRT Pa1111enb -

--
-

a8ic lJcficicn11 FBT 1"88,507 .84" 

'lhc CouTl or Tax Appeals is a highly specialized court dedicated 
exclusively to the study and consideration of tax-related issucs.73 By Lhe 
very nature of its functions-re\-iev.ing disputed tax assc5srncnls, tariIT 
duties, and similar or related cases-il is presumed to have an expertise on 
the subject.14 Thus, as a general rule, its factual findings are entitled to the 
highest respect and will not be di~turhed on appeal,75 except: (l) when it is 
shown that the findings are not ~upportcd by substantial evidence or there is 
a shmving of gross error or abuse QTI 1he parl of the tax court;76 (2) when lhe 
judgment is premised on a misapprehen~ion of facts;77 or (J) when the tax 

" 

Jd. at ]90---391, (, J 'A Sacond Division Rewl~Li,m. 
!Jengue/ Corporation v Commfss,owr of Internal Revenue, 515 Phil. 226 (2006) lPc.,- J. Corona, 
Second Uiyision]; Commfssronc,· Oj Jmemal R"1•enuc v. Cieneml floods (I'M/,-) Inc., 449 Pl1il. 576 
(1003) [Per J_ Corona, Third DivisionJ. 
J'ilmiu>-Mcmti Foods Corp. 1' CammL"inn& of lnienwl 1/~,=ue. 795 Phil. 53 (2016) [Per J. Reyes, 
'Jhird Division]; Cyanamid Philippines, Ince v. Cowl of Appeals, '79 Phil. 689 (2000) [Per .T. 
Quisumbing, Sacond D1vis1<m J. 
Fi/invest Dewlopmmt Corporation v. Commfs,ionet of Internal Re,enue, 556 Phil. •139 (?007)[['er .T. 
Kaclwm, Ttiird Division]: (.'ompugn;e f-immc,eie Sucr~s er DeuYee<• Commis.,wm,r ,>/ Imernai Revenue, 
SJ l Phil. 264 (2006) l Per l. Sandm-al-(;u1ierrc.<,, ~ccond Division]. 
Bengucr Corporation 1', Commis,ionm· of lnternai Revenue, 525 Phil. 226 (2006) l Per J. Corona_ Second 
Di,isi011]. 
Commfrsioner of Internal Revenue v. Mil!iubfshi Mera/ Corp., 260 Phil. 224 ( 1990) [Per J. Regalado, Second 
Di,ision]. 

- over -
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court failed to notice cerL.-tin relevan[ facts lhat, if considered, wmtld justify a 
differenl conclll':iion.n 'I he exceptions do not apply here. 

Petitioner's argumenb dispucing the deficiency tax assessments 
partake or lhe nalurc or tax exemptions. As a rule, tax exemptions are 
construed strictly against the taxpayer and liberally in favor of the taxing 
authority.79 Hence. a claim of tax exemplion mnsl be dearly shmt·n by 
substantial evidence,M' and based on language in law too plain to be 
mislakcn.81 

Mere allegation that lhe remittance to the Religious of the Virgin 
Mary was in the nature ofreligiou~ im:ome, is not enoL1gh. Petitioner should 
have established that fact bj competent evidence showing the aclual mnoLml 
and the nature and purpose of the remittance to the congregation. Co11trary 
to petitioner's contention, the "withholding certificates of compensation'' 
was mentioned by the Court of Tax Appeals by waJ or example, and 
petitioner is not precluded from presenting any other documentary evidence 
such as schedule of payments made to the congregation and copies of 
contmcts, invoice~, vouchef'>, and receipLs.82 The Court of Tax Appeals 
aptly held that: ·'Without any supporting documents. this Court canno1 
dete.rmine the intent of petitioner as to the sum of money given to the 
Congregation. ''83 

Similarly, with regard to the <lispuled fringe benefit tax assessment, 
not on.ly must pctilJoner rneel the convenience or .furtherance of business 
lest, it must also substantially prove by evidence or records the acmal 
amount paid for Hcholan;hip granls. No specification has bcc'll made by 
petitioner as to how much of the }acn]Ly Development account pertained to 
scholarship grants. Mere verbal assertions do not justify the cancellation or 
the assessment. 

/JPI-Family Saving., Bank, Inc. v. Collrl ufAJJpM!s, 386 Phil 719 (2000) LPcr J Panganiban. Third 
Di>1sionj. 
Commi»ioner of inlema/ /1.e,em,e ,,. lsab?!a Clllrura/ Corp., 544 Phil. 188 ()007) [T'er T. Y11an:,
Santiago. Tbird Divisionl; CmnDa;;nie Financi~re Sucres el Dewe~s v. Commis,foner of lnien,ul 
Reemue, 5]! Phil. 264 (200(,) lPer J. Sam.io,al--Gulicm,.z. Second DivisjOTJj; Cvanamid Philippine.,, 
Inc. v Cwrt of Appeah. 379 ~l,il 68q {20001 [Per J. Quisumbin,;, S.ccnnd Division]: Commissioner ,cf 
Jnt,mwi Re.·mi,e v. JHl.rni,is/ii Mela/ ( ·orp . 260 PhlL 224 (1990) [Per J. Regalado, Socond Division]. 
ConfederationjOr Unity, Recognifio11 and 4,hane€meni of Government Emp/rJyeas (l(!URAGE). et nl 
v. Commis.sion'1; Huremi of /nf,,?na/ Revenue, 835 Phil 298 (2018) lPL"I" J. Caguioa. Lil ilancl: 
Philippine C/emhermai l11e v. Cornmissiuner ~I Jnrm11;d R!!lfenue, 503 Phil. 278 (2005) [Per T. 
Qui.sumhing. l 'irst Division]. 
Confederalion Ji,r Uni!}; /iecognilion ,md Art,,~,,cemmt oj (irn·ernme/U L'mployees (COURAOF.j, el ul 
v. Commi.,·.,ioner. !Jureau of Imenwl Reve<tl!e. 835 Phil. 29R (201Rj [l'er J. Caguioa, En Banc J; ,Jfi,co 
/nsuranee Cm),. v. Courf of Appc·c!l;. 361 Phil. 671 (\999) lPcr J. Panganiban. Third Di;isionl; 
Surigao Camolidaied Mining Co .• inc. v Cu/lecwr oj Internal R,:,.wme. 119 Phil. 33 (1963) rrer J, 
Rogala, En Bancj. 
S£e Paper lndz<Siries Corp. v. Cow, ~(Appeals. 321 Phil. J (1995) [Per J. Feliciano. linilanc]. 
Rollo, p. 40). CTA En Banc Decision citing CTA Second Division Resolntion. 

- over -
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Since tax as~e~sments an: presumed correct and valid, the burden of 
proof iH upon the complai.ri.ing taxpayer to show clearly that it is erroneous.~4 

Jt is settled tlmt all presumptions arc in favor of the oorrcctucss of 
t.-ix assessments. The good faith of the tax assessors and the validit, ol" 
their actions are thus presumed. They will be presumed to have taken into 
consideration all the facts to which their attention \\•a.\ called. Hen~"• il i~ 
incumbent upon the taxpayer lo c,e<libly sho\\• that the a,ses8ment \VilS 
erroneous in ordcr to rdiev~ hirn~ell from the liabilil} it impo~s.85 

(Citation omitted) 

Petitioner failed in this regard. I knee, this Court upholds the Court of 
Tax Appeal~' ruling in sustaining the assessments. 

11.A 

Petitioner farther di.~pules lhc correcl.nes~ or the expanded 
withholding tax assessment. It submits that there was double-counting with 
regard to the protessionnl f"ees or Dr. Araceli Paterno (Dr. Paterno). It points 
oul lbat the amount of 1'445.185.00 indudcd Dr. Patemo's compensation of 
1'315,504.00 for the period of May 1 to December, 2007, the corresponding 
expanded \C\ithholding taxes of which had already been remitted to the 
Bureau of lnte1nal Revenue as noted by the Court o[ Tax Appeals Second 
Divis.ion. Hence, only the remaining f'129,68LOO should have been the 
subject of the deficiency assessment, not the <.,'Tl.lire amount of P445,185.00.8<' 

Again, this entails a review of the factual findings of the Court of Tax 
Appeals, which this Court \a.ill not undertake barring the presence of 
exceptional circum&tances. 

Indeed, the Court of Tax Appeals Second Division noted that the expenses 
listed in the Commissioner's deficiency expanded withholding tax 
assessment included those incurred during T\1ay to December 2007. for 
which the corresponding expanded v.ithholding taxes have already heen 
paid. It ruled as follows: 

In this ca.,e, rcspondcm assessed petitioner of deliL~eney expanded 
,vithl10lding U!x in Lh" amount ofP66,474.52, computed as follow~: 

"' Cyanamid Philippine.,. Inc v. C'our, o[Appeals. 3n Phil. 689 (2000) I Per J. Quisun,hing. Sec-0nd Division I; 
/nterprnvincial Autohu., ( ·o .. Inc v. Commi,sionef u} lnle.mal Revenue. 98 PJ,il.19(1 (l 956) [Per J. Labrador. 
Fin..L Divi,iun]. 

" Commi.,sw=r of fniffnul !&venue i, Secre/ary ~! Justice, 799 Phil. 13. 44 (2016) [Per J Bersamin, J, irst 
Division]. 

" Rollo. p. 66. 

- over- "" (239) 
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Professional hces 

-1601-E 1'"398,755.0 

-perFS 119,110.0 

Cinches, 
51,400_{)( 

florcilla 

~ Emano, 
ifa,,,ita 

76,403.43 

' F.sclillei-o 
Consuelo 

7\695.2 

·-Paterno. Amcel 445,185.0 
-

Security Agency 581/129.9 

Janitorial Fees 19,800.0 

JCL Construction 58,112.0 

Total withl:toliling 
tax to be withl:tcld 
Less: Withholding 
tlLxes remitted ner 

1601-E 

·- ··-
;Expanded ""ithholding tax 
kteliciency 

10°/4 r'39,875.50 

' 10°/4 11.911.00 

I()~/~ 5,140.00 
' 

10% 7,640.34: 
--

1 oo/J 7,569.53 

10'¾ 44.518.50 

2~/ 
; 

2°/4 

2o/. 

• 

-
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Tax Due 

.1'116,654.8 

11,638.6 

396.0 

1,162.2' 

.Pl29,851.71 

63,377.1' 
--

-

1'66,474.5 

Of the foregoing expen~es subject ul" lhc present assessment for 
deficiency exp,mded withholding Lax, recOTds show that the following 
pertain to expen:s.es for lhe period covei-cd May 2007 to December 2007 
for which the corresponding expanded v,,ithl:tolding taxes wei-e properly 
remitted by petitioner to the illR: 

Nature of Income 
P~;,111enl 

Professional Fees 

Dr. AJ:aceli 
Paterno 
Dr. MmJ 
Bernadette Varias 
Or. Stephmrie 
Jacutin 
Or. Regil1a 
Mercado 

Amount oflncomc Payment 

P315,504.00 

31,125.50 

3Ll25.50 

21JJOO.OIJ ±'398,755.00 

- over -

Amount of 

T•• 
Withheld 

1"39,875.50 

&' 
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Security Agency 

T ,ouestar Security 
5ervices 
Win Source 
Securit<• Services 

Janitorial Fees 

JCL Construction 

TOT,\J, 

-17 -

197,929.90 

384,0110.00 581.929.90 

19,800.00 

58,112.00 

Pl,058,596.90 

G.R. No. 226210 
.lanuat") HI, 2021 

11,638.59 

396.00 

l, 162.24 

'1"53,072.33 

Considering that the fiscal year subject of this assessment relates to 
(he fiscal year \fay 1. 2006 !o April 30, 2007, !he asscssm,:,nt for the 
abo\e-stated expenses in the !nial amOLml of Pl,058,596.00 ,vith 
correc;pnnding 1vithholding tax<Cs of P53,072.33 should he cancdlcd_t7 

(CiLalion omitted") 

These findings of the Court of Tax Appeals show 1hat Dr. Patemo's 
proles~ional fees of f'S15.504.00 was included in the "Professional fees -
per 1601 E," which had already bec:n excluded from lhe asse5smeot of 
deficiency taxes for-May 1, 2006 to April 30, 2007. Th.is fact.ual finding i~ 
binding on this Comt. Other than its bare ~lalemenL of double counting, 
pcliliom.-i: failed lo SLIITiciently shmv that the amount of '!'315,504.00 was 
indeed included in Dr. Paterno ·s professional fees of P445,185.00 

III 

Finally, petitioner assails the imposition of delinquency interest on the 
ground that a taxpayer cannot be deemed delinquent for not paying an 
incorrect assessment. Petitioner submits thut delinquency interest applies 
only to final and executor) as~e~sments. 

Section 249(C)(3) of the 1997 :--.Jational Internal Revenue Code on 
delinquency int.erest provides: 

5ECTION 249. lnieresl. - .. 

(C} Delinquency lntercsr. In case of failure to pay: 

" Id. at370---372. ., 
- over- (239) 
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(1) lhe am.own of the tax dL1e on :my rdllrn lo be filed, or 
(2) The amount of the tax due for whicb uo return i:'. reqllired., or 
(3) A deficiency tax. or any surcharg,:, or interest thereon on the due 

date appear~ in the notice and dt,maml or the Commissioner, 
lh<ere shall be as~c~scd and collected on th.e unpaid arnounl interest 
at the rate pre~l'Ilbed in S11bsection (A) hereof until the fill!Ollnl lli 
fully paid, \\•bich inlere~l shall form par( of the ta.x. 

Section 249(C)(3) does not require the assessment to become final and 
execulory before a delinquency interest can be imposed. What is only 
required is thal the taxpayer failed Lo pay the deficiency tax within the time 
prescribed for its payment as provi,kd in the notice of assessment. 

ln Philippine Refining Co. v. Court of Appeals,88 the taxpayer assailed 
the imposition of the 25% surcharge and the 20% delinquency interest on lhe 
ground that "the assessment of the Commis5ioner was modified by the 
[Court of Tax Appeals] and lhe decision of said court has not yet become 
final and executory.'' 89 This Court disagreed ,vith the taxpayer, ici.nd upheld 
the imposition of the 25% surcharge and 20% interest by reason of the 
taxpayer's default in the payment of deficiency tax "'ithin the period 
prescribed in the Commissioner's demand letter.90 It further explained.: 

The .(act 1hat peritioner appealed the as,,·e.mnenl 10 1/w Ci:A and that the 
same was modified does no/ relieve petitioner oj the penaflies incident to 
de/inquenq. The reduced amount of P237,381.25 is bu/ a part of the 
original assessment of i'l,892.584. 00. 

Our attention h.is ~lso been rnlkd to nvo of our previ,ms rulings 
aud ihese ,ve set out here for the hendil of petitioner and whoso,:,ver may 
be minded to take the same ~tan~e i( has adopted in this ca.~e. Tax laws 
imposin1; penalries for delinquencies. so we have long hdd, are in/ended 
10 hasten tax payments by punishing evasions or neglect of duty in respect 
thereof if penalties could he condoned for flimsy reasons, the law 
imposing penalties for ddinq11ende.1· would be rendered n11galory. and rhe 
muinlenance of £he Gowrnment and its mullifario1lr actt,..ities will he 
adversdy ajfixled 

We have like\\•ise explained that ir is mandatory lo collect penalty 
and interest ar the stared rate in case a( delinquency. 1he inlemion of the 
law is to discourage ,klay in rhe payment of tuxes due the Government 
and, in rhis sense. the pemill_v und interest are not penal hui wmpensatory 
for the concomitanl use of the Jimd.1· by the taxpayer beyond the date when 
he is supposed to have paid them lo the Government. l;nquestionably, 
petition,:,r chose. to tum a deaf ear to these injunctions.91 (Emphasis 
supplied) 

" 326 Phil. 680 (1 9-96) [Per J. Reg:,laJ,,, 5econJ Di< is ion]. 
" id. at WU. 
" id. at 691. 

Id. at 691--{)92. 

- over -
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Hence, the imposition of delinquency interest was proper. 

\.VHEREFORE, the Petition is DENIED. The February 2, 2016 
Decision and July 28, 2016 Resolution of the Court of Tax Appeals En Banc 
are AFFIRMED. 

SO ORDERED." (Rosario, J., on wellness leave.) 

By authority of the Court: 
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