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DECISION

MODESTO-SAN PEDRO, J.:

The Case

Before the Court is a Petition for Review,' filed on October 30, 2019 by
petitioner Misamis Oriental Rural Electric Service Cooperative I, Inc.
(“MORESCO”) against respondents Commissioner of Internal Revenue
(“CIR?”), praying that the Court nullify and cancel respondent’s Final Decision
on Disputed Assessment (“FDDA”),? dated August 30, 2019.3

The Parties

Petitioner MORESCO is allegedly a non-stock, non-profit electric
cooperative existing pursuant to the laws of the Republic of the Philippines,
including Presidential Decree (“P.D.”) No. 269, with principal office address
at Poblacion, Laguindingan, Misamis Oriental, duly registered with the
National Electrification Administration.“’,

' Rollo, pp. 6-12.

2 Id. at45-48,

3 See Petition for Review, p. 7, id. at 12. Petitioner identifies a “Final Assessment Notice/Final Demand
Letter” as the issuance it seeks to assail. However, no such issuances dated 30 August 2019 and relevant
to this case seem to exist. On the other hand, the FDDA is dated 30 August 2019 and is what prompted
the filing of the instant Petition for Review in the first place, so the Court interprets said FDDA as the
issuance petitioner wishes to be nullified and cancelled.

See Petition for Review, p. 1, id. at 6.
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The above is implemented by Rule 8, Section 3(a) of the Revised Rules
of the Court of Tax Appeals, as amended, which requires an aggrieved
taxpayer to file its appeal with this Court within 30 days from receipt of the
assailed issuance:

SEC. 3. Who may appeal; period to file petition. —

(a) A party adversely affected by a decision, ruling or the
inaction of the Commissioner of Internal Revenue on
disputed assessments. . . may appeal to the Court by petition
for review within thirty days after receipt of a copy of such
decision or ruling. . .

(Ttalics supplied.)

The present Petition seeks the nullification of the CIR’s FDDA?’
against petitioner, who received said ruling on October 9, 2019.%® This gave
petitioner until November 8, 2019 within which to file its judicial appeal. As
it filed its Petition on October 30, 2019, the same was filed on time.

The Court thus properly assumed jurisdiction over the case at bar.

Petitioner’s right to due process was
not violated

Petitioner’s first major contention is that respondent violated its right
to due process by the specific manner in which he executed the LOA and the
PAN. Petitioner alleges that the LOA was (a) served late; (b) not served upon
an authorized representative of petitioner; and (c) invalidated by the fact that
it was not revalidated after the lapse of one 120 days. As for the PAN,
petitioner alleges that (a) it was not served upon an authorized representative
of petitioner; (b) it was served 321 days after the LOA’s date of issuance; and
(c) it failed to state the legal and factual bases of the assessment.

Petitioner is mistaken on all of these.

The LOA was properly served upon
petitioner and was not invalidated by
respondent’s failure to revalidate it

In assailing the propriety of the LOA’s service, petitioner references a
specific copy of the LOA, which it attached to its Petition and subsequently
offered as Exhibit “P-2.”%° It claims that “[t]here is no showing who actually
received the LOA from the Respondent and the date of its receipt was notg

37 See note 3.

3 See Audit Results/Assessment Notice, dated August 30, 2019, p. 1, Rollo, p. 44.
214, p.16.
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stated.” Said copy of the LOA does, indeed, lack important details. The blank
labeled “TAXPAYER / AUTHORIZED REPRESENTATIVE” has neither a
printed name nor a signature above it, and the blank labeled “DATE” also
lacks a date of receipt. These lead to petitioner’s insistence that the LOA was
not received by one of its authorized representatives and not served on time.

Petitioner is completely silent, however, on the copy of the LOA kept
in the BIR Records, offered by respondent as Exhibit “R-1."* This copy of
the LOA clearly indicates that it was received by a “Chandler Alec D.
Villegas” on “10/5/17”, i.e. October 5, 2017. Given that petitioner raised no
objections to this piece of evidence,*! the Court must treat these details as
accurate to the actual service of the LOA to petitioner. We thus cannot agree
with petitioner’s claim that the LOA was improperly served to it.

To repeat, petitioner’s claim that the LOA was not received by one of
its authorized representatives is based solely on the absence of a name on “P-
2”. Petitioner does not specifically deny the authority of the “Villegas”
identified in “R-1" to receive mail matters for it. Considering (a) petitioner’s
lack of objections to “R-1" and the details contained therein; (b) the fact that
petitioner did, indeed, receive the LOA; and (c) the presumption of regularity
of service, the Court concludes that the said “Villegas” was authorized to
receive the LOA on behalf of petitioner.

As to petitioner’s claim that the LOA was served late, the same is based
on Section VIII(C)(2.1) of Revenue Audit Memorandum Order No. 1-00,
which states that a LOA “must be served or presented to the taxpayer within
30 days from its date of issue; otherwise, it becomes null and void unless
revalidated”. However, “R-1” provides Us with a specific date of service:
October 5, 2017. Given that the LOA was issued on September 28, 2017, said
letter was served well within the 30-day period.

From the foregoing, then, the LOA was properly served upon petitioner.

Regarding petitioner’s contention that the LOA was not revalidated
after the lapse of 120 days, the same is true. From a review of the records, no
further LOA was issued by respondent for the audit of petitioner’s records.

This does not invalidate the assessment, however. As early as in 2010,
the BIR already issued Revenue Memorandum Order No. 44-2010. Section
IV(8) of said Order clearly states that from June 1, 2010, LOAs need not be
revalidated. A failure to complete the audit in the prescribed time would,
instead, lead to applicable administrative sanctions. It would not, however,
invalidate the audit or the assessment. Applying this to the case at bar, then,
respondent’s failure to revalidate the LOA does not render it void.y

40 BIR Records, p. 1753.
41 See Records Verification Report, dated November 23, 2022, Rollo, p. 246.
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Petitioner does not, however, deny the validity of the stamps on the
PAN. Accordingly, while the person who signed said stamps might not be a
member of petitioner’s Board of Directors, said person was presumably
working at the Office of the General Manager of petitioner and thus under
petitioner’s employ. Substituted service to said employee was valid service to
petitioner. As such, the PAN was properly served to petitioner.

Finally, petitioner’s insistence that the PAN lacked a substantial
explanation for the factual and legal bases of the assessment, contrary to
Section 228 of the NIRC and Section 3.1.1 of RR No. 12-99, as amended by
RR No. 18-13, is similarly untenable. While the PAN itself, indeed, only
contains a single tabulation of the alleged deficiency taxes, the attached
Details of Computations and Details of Discrepancies go into thorough detail
about the assessments. The fact that these also bear the aforementioned stamp
of the Office of petitioner’s General Manager shows that these were attached
to and served with the PAN.

Petitioner’s argument only holds water if We ignore these attachments
and expect the PAN itself to contain all necessary discussions. We see no
reason to do so, and petitioner offers none. Accordingly, the attached Details
must be treated as integral to the PAN, which, through said attachments,
contained substantial explanations for the bases of the assessment. The PAN
thus complied with the requirements of Section 228 of the NIRC and Section
3.1.1 of RR No. 12-99, as amended by RR No. 18-13.

In sum, neither the LOA nor the PAN violated petitioner’s right to due
process through noncompliance with the relevant laws, rules, and regulations.

Petitioner is exempt from income
tax, so the assessment against it is
void

Petitioner’s other major argument is that it is permanently exempted
from income tax. Respondent disagrees, quoting RMC No. 74-2013 and the
jurisprudence cited by said circular.

We find for petitioner.

Under Section 39 of P.D. No. 269, a law issued on August 6, 1973,
cooperatives registered with the National Electrification Administration
(“NEA”) are permanently exempted from paying income taxes:

SECTION 39. Assistance to Cooperatives; Exemption from Taxes,
Imposts, Duties, Fees; Assistance from the National Power Corporation. —
Pursuant to the national policy declared in Section 2, the Congress hereby},



















