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On January 14, 2011, petitioner filed its administrative protest
dated January 11, 2011, with supporting documents, on the aforesaid
Formal Letter of Demand and Assessment Notices.®

On June 21, 2011, petitioner received the Final Decision on
Disputed Assessment da° " June 10, 2011 of respondent, issued
through Hon. Nestor S. Valeroso, Regional Director of Revenue
Region No. 7, finally denying the prc¢ st of petitioner thereby
reiterating the alleged assessment for internal revenue taxes
contained in the Formal Letter of Demand and Assessment Notices,
and requesting petitioner to pay immediately the aforesaid alleged * <«
liability or to appeal with this Court, within thirty (30) days from receipt
thereof.”

On July 11, 2011, without admitting the propriety of the
assessment pertaining to withholding tax and for practical reasons,
petitioner paid the same amounting to R 6,766.04, including interest
until the time of payment? Correspondingly, the assessment
pertaining to withholgling tax on compensation for taxable year 2007
b7 g " tinfull

Nevertt ess, petitioner opted to appeal the said administrative
decision with this Court via the instant Petition for Review on July 20,
2011.

On Septemt - 14, 2011, sponc 1t filed t = Answer™
interposing the following defenses, viz:

“3.  The assessment for calendar year 2007 in the
total amount of P515,769.38 was issued in accordance
with law and regulations. The factual and legal bases of
the subject assessment ~"e contained in the Final
Assessment Notices and Formal Letters of Demand with
Details of Discrepancies and was served within the three-
year prescriptive period provided in Section 203 of the
Tax Code, as amended.

4. Verification disclosed that there was an
undeclared ¢ ' ; in the amount of P931,583.88 which

6 Exhibit “F”. See also BIR Records, pp. 383 to 384.
" Par. 5, Stipulation of Facts, JSFSI, Docket, p. 68.

¥ Par. 6, Stipulation of Facts, JSFSI, Docket, p. 68.

? Par. 7, Stipulation of Facts, JSFSI, Docket, p. 68.

' Docket, pp. 41 to 43.



DECISION
CTA Case No. 8311
Page 4 of 15

was not subjected to income tax, hence, assessed
purst -t to Sec. 31 of the 1997 Tax C Je, as amended.

5.  Verification disclosed that the petitioner failed
to remit the full amount of Withholding Tax on
“ompensation, withheld from their employees, hence,
assessed pursuant to Revenue Regulation No. 2-98, as
amended.

e. Finally, settled is the rule that the tax
assessments by tax examiners are presumed correct and
made in good faith (Cagayan Robina Sugar Milling Co.
vs. Court of ~opeals, 342 SCRA 671). It is the taxpayer
and not the Bureau of Internal Revenue who has the duty
of proving otherwise. Equally settled is the rule that in the
absence of proof of any irregularities in the performance
of official duties, an assessment will not be disturbed. All
presumptions e in favor of tax assessments. Dereliction
on the part of petitioner to satisfactorily overcome the
presumption of regularity ~1d correctness of the
assessment will justify the judicial upholding of said
as  ssment notices.”

On September 15, 2011, this Court issued a Notice of Pre-Trial
Conference,' notifying the parties that the case is set for pre-trial
conference on September 30, 2011 at 9:00 a.m., and directing the
parties and their respective counsels to be present at the pre-trial and
to file with the Court their respective Pre-Trial Brief, at least three (3)
days before the date of pre-trial.

However, petitioner filed its Pre-Trial Brief on September 26,
2011;12 while respondent filed her Pre-Trial Brief on October 4,
2011.

On November 14, 2011, the parties submitted their Joint
Stipulation of Facts and Simplification of Issues' which the Court
approved in the Resolution dated December 2, 2011". On the basis
thereof, the Court issued the Pre-Trial Order dated January 9, 2012."°

""Docket, p. 44.

2 Docket, pp. 45 to 51.

" Docket, pp. 57 to 60.

" Docket, pp. 66 to 71.

" Docket, p. 242.

'® Docket, pp. 247 to 252.
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During trial, the parties presented their respective evidence in
support of their respective claims and contentions. Upon termination
thereof, this case was submitted for decision in the Resolution dated
oy drTint N ‘itior
Memorandum'’ and respondent’s Memorandum,'® which were both
filed on January 24, 2013.™

Hence, this Decision.

THTIET =8

The parties submitted the following issues® for this Court's
resolution, to wit:

“1. Whether or not the deficiency tax assessments
issued against petitioner for taxable year 2007 have
factual or legal basis.

2. Whether or not petitioner is liable for deficiency
income tax for taxable year 2007 in the amount of
Php 509,003.34 plus increments required by law.”

atitioner’s arguments:

Petitioner argues that the Formal Letter of Demand and
Assessment Notices are void for being bereft of legal and factual
bases. Petitioner al’ jes that perusal of the said Formal Letter of
Demand and As: ssment Notices would show that the examiner in
arriving at the income tax liability simply compared the 2007 value-
added tax (VAT) and income tax forms with the 2007 Audited
Financial Statements without checking the veracity of said figures
and/or information stated therein, despite petitioner's compliance with
st ' mission of the records required by the BIR. In addition,
respondent’s audit investigation was supposedly only based on total
figures stated in the Audited Financial Statements and related returns
without the benefit of actual audit. Moreover, according to petitioner,
t 1 respondent considered the fact of timing difference for income
(which follow the accrual basis) and VAT (which follow the cash basis
method of accounting), then respondent would readily find the
explanation behind the purported discrepancy in the amount of sales

" Docket, pp. 461 to 474.

" Docket, pp. 475 to 480.

1 Resolution dated January 28, 2013, Docket, p. 482.
20 [ssues to be Resolved, JSFSI, Docket, p. 68.

































