REPURLIC OF tHE PHILIPHMINYY
LVOURT OF TAX APPEALS
QUEEZON ifY

RICARDO L. MAMUYAC,
Petitioner, .

- Yeraing = C.T.2, CASE NO, 3705
COMMI. ZICHER OF INUTERNAL

REVENUE,
Resnonlient,

s g i ey * 4//(/(7

"is i5 an appeal from the act . on «f ths
Commissioner of Internal Revenus of summarily
collecting by warrants of distraint and levy the
prote-ted deficiency income tax as:cossed against
petiticner in the tnotal asount of $.4,936,.62 for

the year 197+,

g

It anpears that vetitioner, who was an =mployee
of thes Atlantic Gulf and Pacific Com any, Inc,, s mee
time in 1976, was comnulsorily retir.d for “recu reﬁ-
attacks of dizziness an’i chest discomfort secondary
to hy ertension cardio vaccul-r dicesse," (Exh, H,
pe 39 CTA rec,) As a cunsequence of his cocmpulsory
ﬁetirament, he wa:s paid by the Social fecurity System,

of which he was 4 member, retirement bern~fits total-

ling EP2,993,50, under Republic Act 'ic, 4917,
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disalbility benefits of B597,20, and total monthly
pension of 4,020,770,

The Atl ntic Gulf and Pacific Companylxnc. dia '
not withhold any income taxes on the aforesaid bhe-
nefits, thess being advicedly exempt under the pro-
vigions of Republic Act No., 4917 ny its tax con-
sultants,

During the same ye:r 1976, petitiiner's uife
equully recelived from the Government rvice Insuranc:
Sgstem (2:218), retirement benefits totalling
$2,180.19 whicrh 18 alsn exempt under the law,

The aforesaid sums received bv petitioner and
hiz wife were reported in petitioner?s 1976 inccme
tax returns as tax exempt iltems and claimed therein
a8 other de@uctions, taxes and represerntation ex~
penses, {o. 2, RIR ree,, Polder I). &

M March 12, 1982, resoconden* Commissioner nf‘
Internal Ravenue issuesd deficiencv income tax notice-
Mo, 32-3-04 B.150408«7€, accompanied by a mimecgraved
Ademand signed by atty, Eufracio N, Santcs, Revenue
Service Chief, Yational Agsessment Nffice, requeutina
naymant of said sum ¥24,936,682, inclusive of interest,

aqonmnuted as fellowa:
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=2 -
Net income per return as audited P 3,243.50
Unallowable deducticns and additional

incomes

(1) taxes P 300,00 ,

{2) 558 - disability 587,20 '

(3) 588 = mon, pension 4,020,70 ‘

{(4) AGP - retirement 52,993,50

{5) GBIS « disability’ 2,180,19 60,091,59
Net inccme per investigation $63,335,00
Less: Personal and additicnal exemption 5,000,00
Amcunt subject to tax »58,335,09
Income tax due thereon P17,561.00
Add: Interest 42 mos, To375,62
Total aAmount Dus and Collectible »24,936,62

and warning petitioner that the assessment "became final
and unappealable 1f not protested within 30 days after
receipt® thereof,

On April 13, 1982, recelved by respondent on
April 14, 1982, petiticner filed his letter of protest,

without formally scting on the protest of peti-
tioner, respondent, on Rovember 28, 19834 instead
issued and s:-rved on the representative of petitigner,
Priseilla U, Mamuyae, a daughter, warrants of distmsaint
andt levy tc collect summarily the protested deficienqy
inigome tax in the amount of P24,936,62, During this
time, petiticner Ricardo (., Mamuyac has been perma-
nently settled in the Upited States,

Mence, on Dgcember 1, 1983, or three days from
the date of service ¢of the warrants of distraint and
lavy tc summarily collect the assessed tax (Exhs,

C & Dy ppe 33-34 CTA rec,) petitioner appealed to
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this Ccurt isserting that the retirement benefits
received by petiticner and his wife are expressly
exampt under the ~rovisions cf Rerublic Act No, 4917”
which applies to employees of private firm, and under GSIS
and SS8S3 laws; and that the taxes paid by »etitioner
by way of realty tax and mctor vehicle registration,
driver and firsarms licenses are ded ctille from
petitioner®s gross income fcr 1976, and praying the
Court to render judgement hclding thut the disputed
deficiency incoie tax assessment nc the warrants
cf distraint and levy issued to eértorce collection zre
null and vold and of no legal force nd effect, '
Petitioner presented during the trial his evi-
dence in suppert of his allegaticns (Exhs, A to N=3)
in the petition for review, Respondent did not submit
any alngle evidence,who opted tc and in fact suﬂ#itted
his case only based on the records -nd the pleadigas
helieving that the issue is cnly legal one, Res- -
pondent did not present concrete proof that the letter
of respondent dated September 7, 1982, denying neti-

tioner?s protest, asserted as the appealable decision
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in this case, was sent to petiti ner or his authcrized
representative and receive by the latter. 1In the
absence of proof, we cannot consider the alleged &
letter of respondent as his decision on the protest
for lack of material evidence that it was receiveﬁ,
Thie is elementary procedure of substantive due processe.
And we see no eviaence whatscever that petiticner or
hls representative, his daughter in this caséa nad
received the same,
Contrary to the assertion cf respondent that
the issﬁeﬁ in this case is cne cof law, the actual
issues which 1s becth guestions of £ ct and law m&ybe
stated clearly and as found in his memcrandum are
ag follows:
1, Whether or not this Court has juris-
diction to take cognizance of this case; ani
2o Whether or ncot the amount of F52,§b3.50
received by petiticner in 1876 as retirement®
benefits from the Atlantic Gulf and Pacific
Company is taxable under the provision of
Republic Act No., 4917,
Anent the first iasue, respondent Commissioner
of Internal Revenue contends that this Court has no

jurisdiction over this case because the final decision

from which an appeal to this Ceourt can be taken is
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that letter dated September 7, 1982, allegedly
denying the protest of ;etiti n r, Res ndent con~
cluded that the appeal having been taken on Decembef'
1, 1983, it is more than a ye r frum the letter-
decision of September 7, 198¢,

On the other hand, petitioner ccntinds otherwise
insisting that the decision f r wi.ich a eal should
be -aken is the res»ondent's warrants ' £ distraint
and levy ~ated October 13, 19'3 and pers nally issued
and served on petiticner's daughter, Purificacion
Mamuyac, on November 28, 1983, He asserts that ti cre
is no evi lence presented by respondent that said
letter of september 7, 1982 was ever sent to peti-
tioner or his remresentative or that the letter was
in fact received by them, which alleged letter of
denial of the protest, becomes, in effect, a vo!ﬁ
in the factual setting of this case, In the abse;ce
of proof of receipty, we cannot leg:.:lly ccrsider the -
alleged letter of respondent as hi. deciasion on the
protest £ r lack of that material eviience, This
is elementary requirement in substantive due process,
Not only that, we see no admission by petiticner,

or his dapghter representative that they have received

3206



DEC1SICI =
CT/ CASE NC., 3705

the same, And there being no letter-ds¢cision or
denial of the protest, it follows logically that
the appeal shall be taken frcm the receipt or
gservice of the warrants of distraint and levy.

We are in full agreement with petitioner that
the lssue in this case of jurisdiction is, factually
and legally, not without precedent, In the absence
cf a letter-decision of resnondent, the letter of
September 7, 1982 alleged not having been proved
by evidence that it was sent to titicner or his
authorized representative and recrived by the latters,
the warrant: of ‘istraint and levy perscnally
issued and served by respondent cn netiticner's
repreosentative, his daughter Priscilla U, Mamuyac,
on November, 1983, is tantamount to and serves §s
an outright denial of the petiticner's reqguest ‘fgr
reconsideration (Vicente Hiladc vs, Comm,, CTA,.
1256, Peb, 24, 1964) and is proof of the finality
of the assessment or decision (algue, Inc., vs.
Comm., CTA 1620, June 16, 1968; Phil. Planters
Co., Inc. vs, Actg. Comm,, CTA 1266, Nov, 11,

1962) because it is the most drastic action ameng

all media cf enforcing the ccllection o the tax
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{Hanh veg. Comm., CTa 1987, April 30, 1969). The
warrants of distraint and levy having been transm
formed Anto rd congidered as the enial of the &
regquest of p titicner for reconsideration of the
assessment i, therefore, the deci ion of the
respondent “rom which appeal should be taken to
thié Curt, (see 3t, Stephent's Ass cilation, ete,
ve, Coll., GR L-11238, august 21, 19258,}) Conse-
guently, pe iticoner having £1iled its ar eal on
Ducemnbpx ;, 1483, counted from the warrants of
dsitraint ard levy servaed on | ovemnber 28, 983,
only 3 ays was consumed of tie 30-day pericd ¢
appeal under Secticn 11 of Republic Acgt 1125, Wwe
have theref: e anpellate jurisdiction over this
CAYE o

In a same Tactual and leooally 4 Loned ¢a !
which we had previously decided, in the case of
Liberty Insurance Corporation vs. Comrissicner of |
Internal Revenue, CPA Cases Nos, 3551 and 3599 dated
October 15, 1 86, we ruled similarly as above and
we quote as follows:

With regard to CTA Case lo., 3599, we
also agree with pecationer that this case

waz arnesled on time, On Septemler 7,
1981, pet tioner received the letter of

e
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asse=ssment dated August 31, 1981, This

was protested by petiticnerts cheif
accountant, Myrna C, Pascua, who reguested
for a reconsideration ¢f the dccimentary
and science stamp taxes cn September 9, ¥
1981, Petitioner did not get any f rmal
denial of its request for r-ccnsider-tion
for the 1976, and 1976 and 1977 premium

and documentary and science stamp taxes,
resrectively, but instead had issued agairst
petitioner s warrant of distraint on per-
sonal property against petiti ner and which
was received by the latter on Febru- ry 24,
1983. (Annex E, pe. 9, CT. rec,) This
warrant cf distraint on parscnal pronerty
is tantamount tc the outright denial of

the petitioner®s request .rr recunsideration
(vicen.e Hilade v. Comm,, CTA 1256, Feb,

24, 1964) and is o»rocf of the finality of
the assessment or decision (Algue, Inc. Vs,
Comm, «f Int, Rev.e, CTA 1620, Jan, 16,

1968; pPhil, Planters Co, Inc. vs. Actg, s
Comm, «f Int. Rev,, CTA 1266, Nov, 1ll, 1962)
because it is the most drastic acticn among
all media of enforcing the c.llecticn of
the tax. (Hahn v, Comm, of Int. Rev,, CTA
1987, april 30, 1969,) This aenial of the
Commvissioner from which appe 1 should be
taken, (St, Stephen's Ass:.ciaticn, ete,

vs. Coll., op. cit.) Petitioner having
filed its appeal on March 17, 1983, only 21
days of the 30«day period of appeal was
consumed, Hence, we have jurisdiction over
CTa Case No, 3599,

Coming now te the issue of whether or not the

amount of P52,993,50 received by petitioner as

retirement benefit arising from his ccmpulsory

retirement due to sickness or physical disability

is taxable under Section 12 Rewvnublic Act No, 4917,

!

it 18 the position of petitioner that it is exempt,
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Cn the cther hand, respondent claims that
petitione: is not exempt becaus:. tner 1is a failire
on his part to chuw by evi ence '‘hat Atlantic v
Gulf and Pacific Company has a Disability Retire-
ment Bene: its Plan submitted to the BIR in coenforme-
ity with “ection 6 of Rgvenue Rigulations No, 1-68
dated March 25, 1968, implementing Republic Act
No, 4917 and th-t exemptions are not pr-sumed and

exemption laws are construed strictissimi juris

againstktne petiticner-taxmnayer,

The evidénce of petitioner are clear and econe
vincing :nd respondent does not dissuce the fact
that the amount of ¥52,993.50 rieceived by the former
was due to his compulsory retirement as a result
of hisg rickness and physical diiability, as found
by atlanti¢ Gulf and Pacific Compony physician, °
Dr, Jesu~ Koxas Clemente (Exh, H, p. 39 CTA rec.),
who after examination found petiticner was suffer-
ing from “xx» recurrent attacks of dizziness and
chest discomfcrt §eccndary tc Hypertensive Cardine-
vascular disease™ aforesaid and alsc Dr. Leonardo
E., Sicam of the Capitol Medical Center, who found
in petitioner a similar final diagncsis c¢f a heart

ailment nown as "Hypertensive cardiovascular

\
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disease® and "Hypertensive encephalopathy* (Exh,
I, pp. 40-41 CTA rec,)
The =~nount of £52,993,.50 having been received "

by petiticner as retirement benefits (Exh., F & B,

pps 36-37 & 31, CTA rec., respectively), it is

éxgmpt under Section 1 of Republi; Act No. 4917,

the provisions cf which we guote hereunder:
Section 1 of Republic Act No. 4917 provides:

"SEC. 1., Any provisibn of law to
the cintrary notwithstanding, th:
retirement benefits received by
officials and employees of private
firms, whether individual or corpo-
rate, in accorcdance with a reasonable
nrivate benefit nlan maintained by ?
the emnlover shall bhe exemnt from all
taxes and shall ncit be liable to
attechment, garnishment, levy or
seizure by cr under any legal or
ecuitable nrocess whatscever except
to nay a debt of the cfficial or
employee ccncerned oo the private
beneflt plan or that arising Trom .
liapility Imposed In a criminal
action: Provided, that the retiring
officisl or employee has been in the
service of the same employer for at
least ten (10) years and is nct less
than fifty (50) years of age at the
time of his retirement: Provided,
further, that the benefits granted
under this Aect shall be availed of
by an official or employee only
cn@e: Provided, finalliy, That in
cagse 0f senaraticn of an oifficial
or employee from the service of the

-
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ginnloyer dug to death, sickness or
mther ohivsical disability or for any
5 o

@ oeyvnﬁ the control of Ehe maiﬁ
Fledal OF empioyes, any amour
rec ived by him a3 a CQHS*{U&HC@ of
S semﬁ““tjon aghail likewlise be
eyprnt ag herein above orovided,
{Hndmrﬁanr$ng QULS . }

&..1
_J

Unde: the ~rovision of the aforeseid law, it
iz clear “That in case of the ssparation of an
efficial or employee from the service «. the emplower
due to death, sickness or other physlcal disability

r from any cause bevond the contrcl of the sald

cfficial or emnployee, any smount received by him or
his heirs from the employer as a consecuence of such
separation sh 1l likewise be exempt as herein abc;e
provided,® This exenptiocon privilege is avcilasble to
officiala or employees regardless of the e istence
ar neh-existence of & private benefit plen maintained
by the emplo er so long a&s sald employer grants -
monmetary benefit to the officilal cor em loyses or their
heirs oy reas ns of the ccourence (1) of death, (2) sick-

ness or physical disabilicy or (4) for cause beyound the

control of said official or employee, like vetiti ner

in the instan: case, (BIR Ruling No. 207, Nov. 23, 1983,)
Indeed, it woild have been Aifferent Lif petitionsr had

gnly decided tc ordinarily retire, without any attendant
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discase or hy lcal disablility oxr othor causes beyond
the contreol £ the cfficial or ‘mployee, in which case
the procf of rivate belrefit lan which was submittel
to the Bureau of Interncl Revenue sh 11 have to b

shown to exi t prior to the grenting f emenypticn for
taxes, But such is not the situation f pe itioner in
the casr at Lr.

Firally, vhile it may be true t. tax exew 10
benefits are —enerally cing'ru-d st dctly y int the
payees and in favor of the gcovernment; where, however,
the law is clsar dn {ts intent to grant exemptions to
special kinds of taxpavers, such as retiring privdte

enployees dus t ﬁaatb@ sickness or physical disepility,

Or any cause sevond the contrel of the official or

employes, th is *ton & matter of public policy of
the State ¢ not only an act of groce and favor, and
should be liverally construed in favor of the zaid
private empl ees and officials and a ain. t the Htate,
Congsequently, we are of the opinicn nd so Fcld
that the arm unt of P52,293.50 is exempt fr m income
tax under Section 1 of R--ublic Act No. 4917 and was
correctly roturned in its 1876 ine & tax roturn as

exempt,

o
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With resmect to th- di all ed decduction in the

amount: of P300.00, P597.20, $4,020,70 and #2,180,19
s taxes paid, disability benefit, S . monthly per iong

and GSIS disability benefit of _-titiiner's wife,
respectively, these items stcu ¢ all be all wed as
deductions, The claimed sum of P300.00 for taxes is
much less than what petitioner had paid as realty, car
registraticn fee, driver's and irgarms license e i
the total —um of P656,5¢ (35ee Exh, L-3, M, N, N-1,
N-2, :=3) and, hence, ded ctinle from gross income.

The other claimed deducticns, the . aid 597,20
SSS disability benefit, the 255 monthly pension of.
»4,020,70, and petitioner': wifs disability benefit
from the GS8IS in the sum ¢' $2,180,19, are all exempt
items under varicus laws ccovered by l'eput lic Acts
Nos. 4917 and 1161 and Commenwealth ‘ct .lo, 186 (for.
SSS and GSIS benefits respectively), and un'er various
implementing “IR Rulings and Regulastion , BIR Ruling
No. 022, January 30, 1984; BIR Ruling :.~. 037, Feb., 15,
19843 BIR Ruling No. 109, June 21, 1'84, IR Ruling
No, 207, Nov. 73, 1983; and BIR Rulings dated March 5
and 14 and April 10, 1973 of respond:-nt, Hence, these

items are deduictible frem (ro incci e fcr the y-ar 1976,
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Conse uently, was finally hold at petiticner is

not li-ble for . eficiency income tax in the amount of

P24,936,62 gubj ¢t te the warrants tistraint ano
levy«dacisin & pealed te this Court,

For cne thing, the Court in this cas. pauses
and oighs ith the greateot of ease and relief, For
if only re sondent had presetted a coipetent witness
cr employee totestify and to sh w by corrchiorativ
phiec. evience that the asserted letter-dscisicn of
Septenber 7, 1902 was duly signed oo 1 cent by mail to

petitioner r tis repres .t tive and that the lattor
was shown to have recelived it, but did not do anything
poritive untll the warrant cf distraint and levy .hall
have ean s rv:d against him, then the ol- rest
privilege of vemntion from axes oo the monetary
benefits gener lly recelved by priv te workers :x
employe-a by roascn of the unfortunete ocvcurrerce of

sickness or physical disabilities due to ~nd arising
frem their «ork, such as the petiticoer had suffered,
would have on account &f technicalities and bureaucratic
rigmarole, eluded or escaped him at the expense of

substantial {u tice, Truly, CGod and His reel Justice

and mercy 1 1 faver snd oa the ri bteocus side of
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petiticner in this instant case,

‘HERIEFCRE, the warrants ¢f di. traint and levy or
decision avpealed from is her by r:versed, and we holqg,
petitioner Ricardo ., Mamuyac not 'i-ble for deficiency
income tax of $24,936,63 asse sed 'gainst him £ r the
year 1976,

Mo pronouncement as to coots.

SO ORDERED.

Quezon City, Metro Manila, June 18&, 1987,

——
CONZTANTE &. RCALUIN
isscclate Judge .

WE CONCUR:




