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RINGPIS-LIBAN, J.:

The Case

The Petition for Review prays that judgment be rendered ordering
respondent to cancel the assessment against petitioner for deficiency income tax
in the amount of Php9,617,720.91, and value-added tax (“VAT”) in the amount
of Php4,102,491.56, both inclusive of surcharge and interest covering taxable
year 2009.

The Facts

Petitioner Serbiz Mula-Purpose Cooperative 1s a multi-purpose
cooperative duly registered with the Cooperative Development Authority,
pursuant to the provisions of Republic Act (“RA”) No. 9520 with Certificate of
Registration No. 9520-16000670 dated October 15, 2009.;/

Docket, Pre-Trial Order dated April 5, 2022, Statement of the Case, p. 409.
2 Id., Joint Stipulation of Facts and Issues (JSFI), Par. 1.02, p. 371.
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2020, which was well within thirty (30) days after the expiration of the 180-day
period.

The Court shall now proceed to discuss the merits of the case.

The CTA is empowered to rule on
related issues necessary to achieve
an orderly disposition of the case.

Section 1, Rule 14 of the 2005 Revised Rules of the Court of Tax Appeals
reads as follows:

“RULE 14
JUDGMENT, I'TS ENTRY AND EXECUTION

SECTION 1. — Rendztion of judgment — xxx

In deciding a case, the Court may not limit itself to the
issues stipulated by the parties but may also rule upon related
issues necessary to achieve an orderly disposition of the
case.”*

Based on the foregoing provision, this Court is not bound by the issues
specifically raised by the parties, but may also rule upon related issues necessary
to achieve an orderly disposition of the case. Such authority of this Court is
confirmed and recognized by the Supreme Court in Commissioner of Internal Revenue
vs. Lancaster Philgppines, Inc.* vig:

“On whether the CTA can resolve an issue which was
not raised by the parties, we rule in the affirmative.

Under Section 1, Rule 14 of A M. No. 05-11-07-CTA, or
the Revised Rules of the Court of Tax Appeals, the CTA is not
bound by the issues specifically raised by the parties but may
also rule upon related issues necessary to achieve an orderly
disposition of the case. The text of the provision reads:

SECTION 1. Rendition of judgment. — xxx

‘4 Emphasis supplied.
4 G.R. No. 183408, July 12, 2017.
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In deciding the case, the Court may not limit itself to
the issues stipulated by the parties but may also rule
upon related issues necessary to achieve an ordetly
disposition of the case.

The above section is clearly worded. xxx.”*¢

The Supreme Court has applied the foregoing provision in Comumissioner of
Internal Revenue v. Yumes Philippines Corporation,”” wherein it held the following:

“As the CTA E# Banc held, the CTA Division was justified
in ruling on the issue that respondent was denied due process
even though it was not expressly raised by respondent in its
petition for review. xxx.”*

Furthermore, in Comilang vs. Burcena, et al.,*® the Supreme Court held:

“Once a court acquires jurisdiction over a case, it has wide
discretion to look upon matters which, although not raised as an
issue, would give life and meaning to the law. Indeed, the Rules of
Court recognize the broad discretionary power of an appellate
court to consider errors not assigned.

XXX XXX XXX

Thus, an appellate court is clothed with ample
opportunity to review rulings even if they are not assigned as
errors in the appeal in these instances: (a) grounds not assigned
as errors but affecting jurisdiction over the subject matter; (b)
matters not assigned as errors on appeal but are evidently plain or
clerical errors within contemplation of law; (c) matters not
assigned as errors on appeal but consideration of which is
necessary in arriving at a just decision and complete
resolution of the case or to serve the interests of justice or to
avoid dispensing piecemeal justice; (d) matters not specifically
assigned as errors on appeal but raised in the trial court and are
matters of record having some bearing on the issue submitted
which the parties failed to raise or which the lower court ignored,;
(e) matters not assigned as errors on appeal but closely related
to an error assigned; and (f) matters not assigned as errots on

~

% Emphasis and underscoring supplied.
% G.R. No. 222476, May 05, 2021.

¥ Emphasis and underscoring supplied.
4 G.R. No. 146853, February 13, 2006.
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based, and those facts must appear in the record. Moreover, the taxpayer was
left unaware on how the Commissioner of Internal Revenue or his or her duly
authorized representatives appreciated the explanations or defenses raised in
connection with the assessment.

The relevant portions of the said decision are quoted below:

“Tax assessments issued in violation of the due process rights
of a taxpayer are null and void. While the government has an
interest in the swift collecion of taxes, the Bureau of Internal
Revenue and its officers and agents cannot be overreaching in their
efforts, but must perform their duties in accordance with law, with
their own rules of procedure, and always with regard to the basic
tenets of due process.

XXX XXX XXX

The importance of providing taxpayer with adequate
written notice of his or her tax liability is undeniable. Under
Section 228, it is explicitly trequired that the taxpayer be
informed in writing of the law and of the facts on which the
assessment is made; otherwise, the assessment shall be void.
Section 3.1.2 of Revenue Regulation No. 12-99 requires the
Preliminary Assessment Notice to show in detail the facts and law,
rules and regulations, or jurisprudence on which the proposed
assessment is based. Further, Section 3.1.4 requires the Final
Letter of Demand must - ite the facts and law on whi-" itis
based; otherwise, the Final Letter of Demand and Final
Assessment Notices themselves shall be void. Finally, Section
3.1.6 specifically requires that the decision of the Commissioner or
of his or her duly authorized representative on a disputed
assessment shall state the facts and law, rules and regulations, or
jurisprudence on which the decision is based. Failure to do so
would invalidate the Final Decision on Disputed Assessment.

“The use of the word ‘shall’ in Section 228 of the
[National Internal Revenue Code] and in [Revenue
Regulations] No. 12-99 indicates that the requirement of
informing the taxpayer of the legal and factual bases of the
assessment and the decision made against him [or her] is
mandatory.” This is an essential requirement of due process
and applies to the Preliminary Assessment Notice, Final Letter
of Demand with the Final Assessment INotices, and the Final
Decision on Disputed Assessment.

~
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3. Disallowed representation/entertainment expense amounting
to Php126,262.55;

4. Disallowed expenses amounting to Php1,112,465.00;

5. Sales subject to VAT amounting to Php3,753,544.91 and
Php6,507,800.59;

6. Imposition of surcharge and deficiency surcharge and interests
for deficiency income tax and VAT,

However, in the FLD dated December 11, 2019,% petitioner was still
assessed of the same deficiency tax liabilities:

Basic Interest Surcharge Total
Income tax | Php 2,925243.85 | Php5229,855.14 | Phpl,462,621.92 | Php 9,617,720.91
VAT 1,231 ,361.46 2,255,449 37 515,680.73 4102,491.56
Total Php4,156,605.31 | Php7,485,304.51 Php2,078,302.65| Php13,720,212.47

A comparison of the figures stated in the PAN dated November 12, 2019,
and the above figures would reveal that the respective amounts of basic taxes
and surcharges remained unchanged. Notably, the BIR merely adjusted the
interests being imposed. Moreover, it is noteworthy that in the said FLD,
respondent did not address any of the refutations made by petitioner in its letter-
reply to the PAN — an indication that respondent did not consider the same
when it issued the subject FLD. In fact, save for the closing paragraphs, the
Details of Discrepancies attached to the said FLD merely copied verbatim
the Details of Discrepancies attached to the PAN.

Simply put, the BIR merely reiterated the same findings as stated in the
sald PAN, without giving any reason for rejecting the refutations and
explanations made by petitioner in its Reply to Preliminary Assessment Notice dated
December 02, 2019.

To stress, failure to address the said refutations and explanations is
tantamount to failure to provide the particular facts and/or law upon which the
FLD is based pursuant to CIR ». A4won. Consequently, petitioner was left unaware
on how respondent appreciated the explanations or defenses petitioner raised
against the subject PAN, in clear violation of petitioner’s right to administrative
due process.

~

65 Id., JSFI, Par. 4 and Exhibits “P-1", “P-2", “P-3", and “P-4", pp. 371 and 40-46; BIR Records,
Exhibits “R-17", “*17-a” (marked as Exhibit “"R-17-1"), and “17-b” (marked as Exhibit "R-17-2"),
pp. 175-181.
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Tax assessments issued in violation of the due process rights of a taxpayer
are null and void.®® Furthermore, a void assessment bears no valid fruit.” Such
being the case, the subject tax assessments cannot be enforced against petitioner,
and respondent has no right to collect the same.

In sum, for the failure of respondents or the BIR to act in accordance with
the prescribed procedures before issuing the subject notices, respondents have
violated the due process right of petitioner. Correspondingly, the said notices
are void, and thus, cannot be given effect.

In view of the finding that the subject tax assessments are void, it becomes
unnecessary to address or resolve the other issues and arguments raised by the
parties herein.

WHEREFORE, in light of the foregoing considerations, the present
Pesition for Review 13 GRANTED. Accordingly, the subject assessments for
deficiency income tax in the amount of Php9,617,720.91 and VAT in the amount
of Php4,102,491.56, both inclusive of surcharges and interests, covering taxable
year 2009, are CANCELLED and SET ASIDE.

SO ORDERED.
%(' M\V " \»
MA. BELEN M. RINGPIS-LIBAN
Associate Justice
WE CONCUR:

Associate Justice

8  Commissioner of Internal Revenue v. Avon Products Manufacturing, Inc., et seq., G.R. Nos.
201398-99 and 201418-19, October 03, 2018.

87 Samar-I Flectric Cooperative v. Commissioner of Internal Revenue, G.R. No. 193100, December
10, 2014.
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ATTESTATION

I attest that the conclusions in the above decision were reached in
consultation before the case was assigned to the writer of the opinion of the
Court.

MA. BELEN M. RINGPIS-LIBAN

Associate Justice

Chairperson

CERTIFICATION

Pursuant to Article VIII, Section 13 of the Constitution, and the Division
Chairperson’s Attestation, it is hereby certified that the conclusions in the above
Decision were reached in consultation before the case was assigned to the writer
of the opinion of the Court.

ROMAN G. DEL ROS
Presiding Justice




