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answer to said letter wrote to the BIR on September
25, 1986, received on Uctober &, 1986, proposing an
amicable settlement of its tax liability which PNOC
had estimated at the time to be F304,419,396.83 for
the period Angust 1, 1984 to July 31, 15986. It
requested that it be assessed and reqguired to pay
only the said amount and that it be permitted to
set—-off its liat;ility against the tax refund/credit
claims of the Natiownal PRPower Corporation.

Orni October 8, 15986, the BIR sent a letter of
demand to  FPNB, as withhaolding agent, for the
payment of F376,301,133.33 as final deficiency
withholdivng tax on interest earnings or yield on
moviey placements by FPNOC with the FNE covering the
pericod Octaber 15, 1984 to October 15, 1986 (Exh.
"B", p. 249, CTA Rec.).

O even date, the BIR had also sent a letter
to PNOC ivforming it of the letter of demand sent
to PNR (Exh. "B"). FNOC replied on October 14,
1986 by reiterating its proposal to settle the tax
liability being demanded from FNE  through  the
offsetting against PNOC’s liability of a pending
claim for refund/credit of the National FPower
Corporation. Iri response to PNOC?’s letter the BIR
roted in its letter dated November 11, 1986 that
the  proposal for off-setting is at  the time

premature and so FNOC was requested to settle its

P
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tax liability in the amount of FP385,961,580.82,
made up of p303,343,765.33 as withholding final
tax, plus interest computed until November 15, 1386
inn the amount of FBZ,617,815. 50,

Subseguently tax payments arising out of a
compromise agreement were received from PNE by the
RIR and petiticrner, pursuant to Section 281 of the
Naticrnal Internal Reverue Code (NIRC), was paid by
the BRIR irn four (4)  installments (the last on
December 1, 1387), the amourt Fi14,033, 321.873
representing informer’s reward computed at 15% af
k93, 955, 479. 12, broken down as follows:

F91,003,129.89 - payment made by ENE under

Jurne 22, 1987 tax compro-—

mise agreement with BRIR
pursuant to E.O.No. 44

+ 3,952,249, 23 = advance paymert made by
FNE
F935, 395959, 4793. 12 - total payment made by PNR

In a letter dated Jaruary 7, 1988, petitiorer,
through his lepgal counsel, promptly wrote the RIR
demandivng payment of the balarnce of his informer’s
reward, computed as follows:

F3835,961,580.82 -~ RIR deficiercy withhalding
tax assessment

X 15 —~ statutory %
r57,894,237.12 - total tax informer’s
reward due
- 14,093, 321.89 -~ payment received by
petitioner to date
B 43,800,915, 25 -~ outstanding balarce

(Exh. "V", CTR Rec.)
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Commissioner Tan, throuwgh his letter of March
a8, 1988, replied by pointing out that the reward
due has been fully paid as he had "accepted the
offer of the taxpayer to pay a compramise of 304 of
the deficiency basic tax of P303,343,766.29 plus
the initial payment of PZ,952,343.232 during the tax
investigation of the case, or 91,003, 123.83". The
acceptance of the compromise was said to be "in
line with the pravisions of Executive Order No.o 44,
RMO No. 33-8&, and RMO Nao.o  4-87." Fetitiocner
‘sought the reconsideration of this aforesaid action
of Commissioner Tan through letter dated March 24,
1988.

On April 8, 13988 even as the aforesaid motion
for reconsidervat ion Was pernding iv the BRIR,
petiticrner filed a Petitiorn for Review ad cautelam

with the Court of Tax Appeals in pursuance of his

claim that "the Commissiorner of Internal Revenue
acted with grave abuse o f discretion and /o
whimsical exercise of jurisdiction" in entering

into a compromise agreement resulting in "a gross
and unconsciconable diminuticn” of his entitlement

to the informer?’s reward. Fetitiorner prayed for

the enforcement and collection of the tax against

liable parties FPNB and/orv PNOC, and the payment to

him by respondent Commissiorner of the 15%

o
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iviformer’s reward =11 the total Ltax liability

collected.

A Answer with Counterclaim was filed by the
Commissicner of Internal Revenue on June 15, 1988
refuting the allegations in the Petition for Review
on the main ground that there is no cause of action
against hirm, and that petitiorner has been
sufficiently if rot more thanm paid for what is due
him. The petition was alleged to be baseless and
malicicus so that the Commissiorner of Internal
Revernue claimed for exemplary damages against
petitioner.

Subsequentiy, a Motion forr Leave to Admit
Amended Fetition for Review was filed by petiticver
impleading FNE and ~NOC, as necessary and
indispensable parties, for  being part of the
compromise agreement.

On September &3, 1988 arnd September 30, 1988,
FENEB and PNOC, respectively, filed separate motions
to dismiss the case on similar allegations of lack
of jurisdiction by the Court to decide the case,
PNE arguing that the authority of the Commissioner
to enter into  compromise  angreements is  purely
discretionary and carnrct be interfered with by the

courts; and PNOC that this case does not  fall

within the provision of Republic Aect Na. 11

'S

contlivning the scope of jurisdiction of the Court of
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Tax Appeals. FNER also argued that petitioner
carrot assail the lepality or validity of the tax
compromi se. FNOC alleged also that petitioner has
no cause of action against it absent the factual
showivng that it actively participated in, and/or
had duly influenced the execution of the compromise
agreement.

Answer to the Amended FPetition for Review was
submitted by the Cammissiovner on November 18, 1988
substantially reiterating his position against the
claim of petitioner.

Updn the other hand, in reply to the motions
of FNE and FNOC to dismiss the case, petiticrer
invoked the principle against multiplicity of suits
and pressed his case against the alleped arbitrary
exercise by the Commissioner of his power to
comnproamlse.

In its Resclution of November &8, 1988 the
Court of Tax Appeals rescolved that the guestion of
lack of juwrisdiction and/or cause of actionn which
are the bases for respondents FNE  and FNOC's
motions to dismiss do niot appear to be indubitable.
Consequently, FNOC filed its Answer on February 14,
1989 and PNR on April 5, 19873. Respondent FNOC
substantially contends that:

a) Petitioner Savellano has rno cause of

actiovnn against it;

o
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b) It has vwo relationm or  privity with
petitioner, an alleged tax informer;

<) The exercise by the Comnmissioner of its
discretion to compromise the tax liability of PNOC
at 30% of the deficiency basic tax has legal basis
under Executive Order No.o 44, and RMO Nos. 39-86
and 4—87;

d) It carmot be argued that the compromise
was rnot fair and rational to the Goverrnment, since
respondent PNUOC is a wholly-owrned and controlled
government corporation and the compromise payment
merely involved a transfer of public funds from
FNOC t> the BIR (citing Millares v. Ortiz, G.R. No.
L-49561, June 15, 19793);

e) The alleged righ£ of petitiorner to the
informer’s reward does rniot arise from the arnmulment
oaf the compromise agreement but rather from the
fact of actual paymenit by the taxpayer; and

) The Court of Tax Appeals has Y
Jurisdiction to settle or resolve the case ag
against PNOC.

For respondent PNER, it substantially contends
that:

al The Cocurt has wo authority to try and
decide the FPFetitiocn for  Review for want  of

Juarisdictiomg
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b in instances in which the Commissicrer is
vested with authaority to compromise, such power is
discretionary amd once exercised by him carmaot be
reviewed or interfered with by the courts; and

c) The petition for review should be
dismissed on the oground of prescription.

Subsequently, PNE and PNOC filed their
respective Amerded Arswer incorporating an opinion
of the Commission of Audit that "payment of the
herein claim for informer’s reward to M., Tirso B.
Savellarnoc carmot be allowed in audit.”

Eviderice of the parties were ordered to be
submitted to be fallowed by their respective
memorandum, after which the case will be deemed
submitted for decision (See Minutes of the Sessior,

April =20, 1990, p. 253 Rec.).

In the meant ime, petitiorer filed a
Manifestation with Mt 1o for Suspensicn o f
Proceeding adverting to his pending moticon  for

reconsideration with the Commissioner that may soon
be resolved, and so the wrneed for the Commissioner
to be given time to act on said unresclved motiorn.
Opposition to the Manifestation of petiticner was
submitted by FPNOC and PNE.

On  February 22, 1991, petiticoner filed an
Omriibus Mot ion, MoV i to withdraw the

ahowvemnent i oned mot 1o o the SusSpensilorn of

SO0
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praoceeding for  the reascrn that the cause for
suspension has become functus officio with the
resolution by the Commissioner of the previously
pending motion for reconsideration, and submitting
by way of supplemental offer of evidence the a)
letter of the Commissioner of Internal Revernue
dated Jarmwary 16, 19391 demanding from respondent
FNB, as withbholding agent, the payment of the
balance of respondent taxpayer FPNOC’s deficiency
tax in the sum of P294,958,450.73; b) the letter
dated February 13, 13991 informing petitioner
Savellana of the Commissioner’s actionn onm the
motion for reconsideration,

FNE and FNOC filed their respective
Oppositicon, FPNOC adopting the position of PNB that

the move of petitioner is conmtrary to Section 35,

Rule 132 of the Rules of Court. Fetitiorner
countered that the action of the Commissioner is

subject to judicial rnotice and the submission and

marking of the supplementary evidernce was made

merely to serve the convenience of the Couwrt to
speedily dispose of the instant case. The
Solicitor Gereral, as counsel for respondent

Commissioner, manifested that the Commissiconer’s
stance, as per its letter to the Office Solicitor
Gerieral dated March 11, 1991, considering this

recent development, was stated in this wise:
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"The issue posed before the Tax
Court  for  resolution in the aforesaid
case is whether the availment under E.O.
N, 44 of the (compromise of the)
withhaolding taxes o f F385, 961, 580, 82
assessment on the interest earnings on
the money market placement of PNOC with
FNB is in accordarnce with law.

This Bureau has arrived at the
conclusion that such availment is without
legal basis which decision was relayed to
FNEB in a letter dated Jarnumary 16, 1991
(Armex "A") demanding for payment of
‘294, 958, 450, 93 {(balance) withhaolding
taxes.

As the Omnibus Motion, containing as
it does a prayer in accord with the
postuwre of this Buwreauw, i.e., immediate
payment o f withholding taxes, we
therefore interpose Yo ohjection
thereto. "

The Court on May &, 1991, acting on
petitiorner’s Omnibus Motion, resalved to grant the
moticn to withdraw the motion for suspension and to

admit the supplementary evidence being offered for
admissian.

On May &9, 1991, petiticoner Savellano filed a
Motion forr Frompt Resolution considering that the
memorarnda of the parties are already with the

Cowurt. Orin Jurne 3., 1991 the Cowrt covisidered the

case submitted for decision as aof June 4, 1991.

On Jurne 14, 1991, PNB filed Motion to Suspend

Froceeding for the reason that it has "elevated the

matter of the rew assessment dated Jarmary 16, 1991

af the Commissioner of Interrnial Reverue anainst it

ivi the amaournt of P24, 358, 450,73 before  the

5J 4
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Department of Justice (hereinafter referred to as

DOJ) pursuant to the provisions of P.D. Noo 242
prescribing the procedure for the administrative

settlement of disputes between goverrment offices,

agencies and instrumentalities including
governiment ~awned oy control led corpovations. "
Fetitioner aly] June =8, 1991 sighnified his

cpposition on the motion of PNB to suspend the
proceedings citing the principle that jurisdiction
once acguired remains with the Court until the case
is finally terminated; and riotivig that FNE? 5
Petitionn for Review filed with the DOJ amounts to
Towum~5happihg.'

Un July 4, 1931, a Motion for Reconsideration
(Re: Order dated June 3, 1331 submitting the case
for decision as of June 4, 19391) was filed by PNR
prayivnig that the Cowrt hold the decision in this
case in view of the Fetition for Review it has
filed with the DOJ.

On July 17, 19391 PNE filed a Moticon to Suspend
Collection of Tax representing that the respondent
Commissioner had sent a letter of demand to it for
the amount of F&94, 958, 450.73 represent ing
withhaolding tax due and collectible; that despite a
request o reconsideration, the Commissicner
reiterated the demand thyough letter received May

14, 1991 and roted it as his final decision on the

(Jﬁv
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matter; and that the Commissicrner is set to issue a
warrant of distraint and/or levy against PNBRYs
deprsits with the Central Barnk; and that the levy
and distraint of FNR's deposits unless restrained
will cause great and irreparable prejudice not only
to the government—-controlled FNB, but also to the
Government itself.

Orn petitioner’s apposition to the motion of
FNE to suspend proceedings, PNR replied on July 18,
1991 by citing Secretary of Justice Opinicorn Neo 113
dated June 30, 13930 that evern appeals from the
decision of the Commissiorner of Intermal Revernue
invelving a ‘government~owned o contralled
corporaticorn can be taken cognizarnce =f by the DO.J
under FP.D. Na. Z4:2. The principal issue according
to PNR invalves the determination of the tax due to
the Gaverrnment on the interest income of PNOC but
this should be decided only by the DOJ and rict this
Court as provided by P.D. 242.

I the hearing of July 19, 1992, the Court
ordered the parties to submit their respective
memorardunm regardirg FNR? 5 Mot iarn ta Suspend
Froceedings. The Commissicorner of Intermnal Revenue
i his memcrandum orn the guestion of suspensicn of
proceeding asserts, among others, that the

assessment against FNB has already become final and

executory such that the assessment can no longer be

'Iv J \J
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assailed even at the DOJ. He allepges that the

assessment dated Jarnuary 16, 1991 was received by

FNE on February €6, 1991 but rno protest was filed or

received within the following thirvty (30) days that

a_taxpayer is permitted

do so under the 1aw. A

letter dated April 11, 1991 servivng as a protest

was received only ov April 1&, 19391, more than 30

days from receipt of assessment and beyond the

reglementary period.

FPetitiover ivn his Memorandum expressed his
belief that this case is rot  between or  amomg
govervment entities corporations inter se. He
notes the fact that the petition for review was
initiated by a private litigant as petitiorner
against three government offices | as Joint
respondents. He argues among others that the
Fetition for Review filed by FNB with the DOJ
presents for adjudication the very same matters/
issues which are sub judice before this Court, and
FNB would only want to abort the Cowrt’s exercise
of its tax jurisdiction which had attached upon the
filing of the instant petition. Furthermore, since
the Court has acquired jurisdiction aover the case,
it should contivnuwe to exercise such jurisdiction
urtil complete remedy is granted.

PNE argues in its memocrandum that its Petitionm

for Review before the DOJ presents a prejudicial

U
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guestion to the petitiover?’s claim for informer’s
reward; and that the Court of Tax Appeals hes
jurisdiction on the claim for informer?s reward but
rnot over the‘mattew of its tax liability. For its
part, respondent PNOC essentially maintains that
the issuance of the assessment against FNB heas
given rise ta a controversy purely between a
government agency arnd a government owned o
controlled corporation.

A Rejoinder by petiticrner to PNR’s Reply of
July 18, 1991 was filed and contewds that F.D. 242
is ot applicable in this case.

On September 20, 1991 another Omnibus Motion
was filed by petitioner calling attention to the
fact that a warrant of pgarnishment against FPNBR has
beern issued by the Commissioner of Intermnal Revenuve
on August 2, 1931 addressed to the Governor of the
Central Bank of the Philippines and received by the
same on August 23, 19913 that on the same date
August &3, 19391, a debit advice was issued apgainst
the demand deposit account of PNB for the amount of
P34, 958, 450. 73 and such amount was transferred to
demand deposit in trust for the Bureau of Internal
Reveriue; that the motion to suspernd proceedings of
PNER has become moot arnd academic with the
enforcement of the final and unappealable

assessment through the idissuwance of a wwrit of

iUKJ
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garnishment. Fetitioner thus moved for the denial
of the said motion to suspend proceedings and for
the Bureau of Irnternal Revernue to be required to
deposit with the Court of Tax Appeals the amount of
F44,243,767.00, representing the informer?s reward
still due.

On October 9, 1991 PNOC filed a Manifestation
which, aside from reiterating its theory that the
contraversy falls uwunder the jurisdiction of the
pDoJ, stated that the DoJy has crdered the:
Commissiconer of Internal Reverue to suspend
collection of the assailed tax delirnguency in the
amount of F294,958,450.73 and to file his answer to
the Petition within a periocod of ten (10) days from
receipt hereof.

Respondent FNR? s Comment bal) g petitiorer’s
Ormibus Motion followed on October 10, 1991 arguing
that in view o f the aforequoted DOJg order
suspending the collection of the tax, there is no
basis forr petitiorner’s motion as  the same is
premised oarn the erronecus assumption that thé
disputed tax has been collected. Aind, with the
denial of the Commissioner of Intermnal Revenue's
Moticn to Dismiss and requiring him to answer, the
DOJ has wunequivocably assumed juwrisdiction over
PNR's Petitiony; and that this Court must  first

suspend the proceedings in the instant case to give

a;
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the DOJ the opportunity to finally decide the
validity and propriety of  the tax assessment
against PNE.

We therefore have these issues feonre
determiviaticn:

1. Whether the Court of Tax Appeals has
juwrisdiction over the case, and if so, the extent
aof its jurisdictiong

2. Whether the validity of the assailed
compramise agreement can be sustained;

3. Whether, under the facts of the case,
relief may be granted petiticoner up to the extent
that he will be allowed to collect the cutstanmding
balance‘ch the 154 tax informer'!s reward.

This case was brought by petitiorner Savellarno
against the Commissicrner of Interrnal Revenue ex
abundanti cautelam, wary only of the start of the
tolling of the thirty (30) day period for filing
Petition for Review whern there is a pending moticnm
for reconsideration with the Commissicorer.
Respondent PNOC belatedly tried in its memocrandum
to allege prescoription against petitioner. The
facts show, however, that the Commissicner’s letter
of March 8, 1388 was received March 11, 1388 and
petitiorer filed a motion for reconsideration of
the same on March 25, 1988 effectively staying the

thirty (30) day prescription period to  appeal.
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Still, the Petiticon for Review was filed on Qprii
8, 1988 aor within thirty (30) days from March 11,
1288. Natably, respondent FNOC did not raise the
issue of prescriptian in its Qnswer~ and is
therefore deemed to have waived such defernse,
consistent with Secticorn 10, Rule 9, and Section 8,
Rule 26, Rules of Court.

The Petition for Review was amended to implead
FNR and PNUOC as respondents for they are rightly
parties in interest in this case. Urnder the
standard of determining real parties in interest,
which is that person whao has the right to control
and receive the fruits of the actiocn (PLDT wv.
Commissioner of Internal Revenue, C.T.A. Case No.
4375, Jarnuary 7, 1992), the said respondents
gualify as parties in interest. They have a
substantial stake in the action as they may
potentially be bernefited or prejudiced by the
result of this acticrny they have interests adverse
ta the petitioner, as they stand for the validity
of the compromise agreement and their
participation in this case, being parties to such
agreement, is necessary for a complete
determination of the questions involved. Having
beernn impleaded as parties in this case and having
filed their Ariswer to the FPetition for Review, FNR

arnd FNDC retcessarily submitted themselves to the

S 1)
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jurisdiction of this Couwrt and should therefore be
prepared to be bound by the Couwrt’s ruling.

Fetitiorer seeks to invalidate the compromise

agreement. The power to compromise i
discretionéry and is \ordinarily free from
interferernce from the courts. However, in case of
arbitrary or capricious exercise by the

Commissioner o if the proceedings were fatally
defective, the compromise can be attacked and
reversed through the judicial process  (Meralco
Securities Corporation v. Savellano, 117 SCRA 8035,
812, p. 81 L[19821; Sarah E. Ramsay et. al. v. U.S.
21 Ct. Cl. 443, aff’d 120 U.S. 214, 30 L. Ed. S823
Tyson v. U.S5. 32 F Supp. 135). Is it then this
Court that bas the power to review the compromise
agreement in this controversy?

We are well aware that the rule on conmpromise
settlements adheres closely Lo the law of
contracts, as a compromise of taxes is a contract.
It also follows that coﬂtfacts are subject to
construction by a couwrt as to its meaning and
validity {(Mertens, Law of Federal Income Taxation,
Vel 9, 1977, Chapter. 52.19, p. 33 citing Big
Diamond Mills Co. v. U.S. 21 F2d 7&1 and other
cases). A mistake of law may also suffice tao
destroy a compromise agreement (Cloister Printing

ve U.S., 100 F 2d 355). Like other contracts it

l/\{)zo'
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requires, inter alia, parties capable of makirng and
authorized to make the contract, a subject matter,
and a consideration.

The Civil Cwode provides that "A compromise has
uporn the parties the effect and authority of res
Judicata" (Article 2037). Res judicata applied to
compramise settlements gives the accord reached,
therefore, the force and effect of a definitive and
firnal judgment. Stated in another way, compromise
connotes judgment, or decisions, the last two words
being synonymous.

This relation just defirned is relevant, for in
cutlining the juwrisdiction of the Couwrt of Tax
Appeals, its charter, Republic Act (R.A.) 1185 iwn
Section 7 thereaof speaks of ‘'"decisions" of the
Commissioner of Internal Reverue on "disputed
assessments" or "other matters arising uwnder the
National Intermnal Reverue Code that may be reviewed
=lyq] aﬁpeal". It has bheen previcously interpreted
that a "disputed assessmernt' arises where a
taxpayer questions an assessment and asks for
reconsideration o cancellation of the same
(Commissioner of Internal Revenue v. Villa, Z2& SCRA
3, & [19681).

It may seem that the assessments issued by the
Commissioner against PNOC and FNB were rnot disputed

as PNOC offered to compromise the tax liability

GUU
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sxon after receipt of the demand for the tax. But
a compramise implies a dispute. The alternatives
in a tax controversy are to settle or to litigate
in those cases in which there are deoubt ful
questions which neither side is willing to yield on
completely. Settlement is "simply the emploayment
in the field of tax administration of sound arnd
valuable busivresslike methods for the adjustment of
disputes" (Mertens, supra, Chapter S&.01, p.&).

A compromise then necessarily involves its own
method of adjudicatiocon of the case. T say that
compromise is res judicata means that it is  an
adjudicatiorn orn the merits.

In a case (Meralco Securities Corp. Ve
Savellaro, supra) with resembling circumstances as
the case (=lq} hand, ari informant had given
confidential derunciations in the bhope of beirvng
rewarded on the tax collected. The Commissioner
failed to determine any assessible tax against the
object of the dermunciations and the informant did
not agree with this ruling. He sought the issuance
of an assessment and collection aof the tax against
the party involved but erronecusly went to the then
Court of First Instance for relief. Under these
conditicons, the Supreme Court ruled that the court
of First Instance has rno jurisdiction over the case

and also Fonand SCCAasion Lo elucidate g} the

Voo
-
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jurisdiction of the Couwrt of Tax Appeals, analyzing
that:

"The question whether or not T
impose a deficiency tax assessment on
Meralco Securities Covrpe. uridoubtedly
comes within the purview of the words
"disputed assessments” or of "other
matters arising under the National
Internal Reverue Code."

Of course, the cited case does rnot involve a
compromise  agreement. But it may wot also be
incorrect to say, drawing a parallel from the
inference of the Supreme Couwrt in said case, that
the questicm orn the wvalidity of a compromise
agreement entered into by the Commissioner of
Internal Revewué is within the context of "disputed

assessments” o of a "other matters arising under

the Natiomal Internal Reverme Code. For 1f  in

reviewing a compromise agreement, such agreemert is

found to be characterized with abuse of discretion,

it follows that the Couwrt will also have to make a

determination of the praopriety and legality of

imposing a deficiercy tax assessment. As well in

the Meralco Securities Corp. Case, the Supreme
Court had perceived of the possibility  that
informer?s rights may be the subject of
adjundicaticon by this Court. The Supreme Court,
speaking through then Justice Clauwdio Teeharnkee
opined:

"Thus even assuming avguendo that
the right granted the taxpayers affected

L}; U f
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to question arnd appeal disputed
assessments, under Sectionn 7 of R.A.

1125, may be availed of by strangers or
informers like the late Maniago, the most
that he could have done was to appeal to
the Court of Tax Appeals the ruling of
the Commissicner of Internal Revenue
within thirty days from receipt pursuant
to Section 11 of Republic Act No. 1126.

In Section 11 of R.A. 11235, therefore, reference to
any person, adversely affected by a decision or
ruling of the Commissiconer who may file an appeel
to this Court may be interpreted tao include an
informer adversely affected by a decision of the
Commissioner of Intermnal Revenue.

Dur bhelief that it is this Couwrt that hes
Jurisdiction over this case has been reinforced by
thé findivng that the resocolution of the validity or
illegality of the compromise agreement necessitates
the application of tax principles, this case beirg
pervaded with tax cormotations. It is vt too much
to say that with the recognized expertise of this
Court in tax cases, it is mosf competent to
adjudicate these issues. This Court holds that it
exercises exclusive appellate jurisdiction over the
case at bar, to the exclusion of the DOJ - such
jufisdiction extends not only to a determination of
the wvalidity of  the compromise agreement in
questiorn, but alsoc up to the priority arnd legality
of the idissuance of an assessment against the

concerned taxpaver/s.

100
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The question of jurisdiction settled, we also
believe that the Department of Justice cannot
intervere in this case and deprive this Cowrt of

Jurisdictiorn. The juwrisdicticon of the court once

acquired, is exclusive, and continues until the end

of the litigatiornn or until the case is firnally

terminated {Lat V. Philippine Long Distance

Telephone Company, Inc., &7 8CRA 4285, 434 (19753
citing cases; Evangelista v. Court of Agrarian
Relations, 109 Fhil 957, [19601). As earlier
proncunced by the Supreme Court in a case:

"Jurisdiction aover remedies of the
same viature arising from the same cause

of actiorn is indivisible. It is the
palicy of the courts to determine the
ent ire contraversy between litigants.
Accoerdingly, jurisdiction carries with it
the power to hear and determire every
issue or question properly arisivg in the
case, to do any and all thirngs with

reference thereto autherized by law, and

to grant full and complete relief (Iburan

v. Labes, 87 Phil. &34, 238 [19%0]1 citing

21 C.J.5., 135, 136).

This case has evolved fram one orginally
betweerr ann informer, who is a private person, and a
government burean arid government —owned ore
conitralled coarporations as respondents, to a case
betweern the same private litigant as plaintiff and
EFNB arnd FNOC as those remaining on the defernse.
Fresidential Decree (F.D.) No. 242 meant to subject

to adjudicaticon by a proper goverrnment body only

those disputes or ocontroversies solely among o

40-
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between novernment offices, agencies and

instrumentalities. This is not ore such case.

We _do not think that the case of Development

Bank of the Phils. v. Court of fAppeals (180 SCRA

609 [1989]1) has application here. This is a case

initiated by a private litigant and up to its

submission  for complete resolution contivided €0

involve the irnterest of the private litigant sirnce

one of the reliefs praved for from _the very start

is_ forr respondent Commissioner of Internal Revernue

to enforce and callect and respondents PNB and PNOC

to _pay _the total tax liability estimated at

r387,987,785,73. Distinctively, the Development

Bank of the Phils. case started as one solely
betweenn a government agency and a government
corporat ion.

Here, evern if the BIR subsequently arrived at
the conclusicorn that the availment of E.0. No.o 44 by
the FPNOC was without 1legal basis and it has to
charnge its coriginal stance, the same will merely
form part of the incidents of this case and may rot
deprive this Court of jurisdiction if one has
legally beern acquired in the first place. This is
but compatible with  the privnciple against
multiplicity of suits which looks to a final
determination in a single action of the whole

controversy (Secticonm & and 7, Rule 3, Section 14,

2UG
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Rule 6 in relation to Secticn 2, Rule 1, Rules of
Court).

Respondents PNB and FPNDC doo not deny that this
Court. has acquired jurisdiction aver the subject
matter and aver the persons af PNR and PNOC. I
their memcranda, after the case has been deemed
submitted for decision on Jurne 4, 1391, it appears
that PNE and FNMOC has bowed to the.jurisdiction of
this Court to adjudicate the qgquestion in this
petition. In their oral arguments cournsels for FPNR
and PNDC also maintained that this Court  has
Jjurisdiction over the petition filed by Savellano,
thus:

"JUDGE ROAQUIN

What I believe is that once a court
acguires jurisdiction, we can not release

that unless we know that we do not have

jurisdiction aver the matter. But in

this particular case it seems that we
still have jurisdictiorn.

ATTY. MAGLAYAN

Yes, Youar Hovior Please. By
clarification, we dao not question the
Jurisdiction of this Honorable Court over
this case. This case filed by petitiorer
is a case for the recovery of informer's
reward. So that is ...

JUDGE RODAQUIN

That is purely ivncidental tao the

matter, that isg canly incidental.
(Underscoring mine)

HAHXK HKAHXK HXMXH

ﬂijg
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JUDGE ROAGUIN

The 15% should be based on the rew
ruling of the RIR.

JUDGE ACOSTA

That is why he is trving to raise
that issue before this court because the
issue of what is the riphtful tax that is
due from the companies. So I think the
rightful thirng that you (should) have
dove is if you do rnot  agree with the
allegation of the regspondent, you shounld
have filed vou reply or answer to their
denial..

ATTY. MAGLAYAN
We protested ...
JUDGE ACOSTA

Before this court, rnot before the
Department of Justice.

JUDGE ROAGQUIN

Yoo had the wrang verue s Yzl
proceeded with the = wroyn forum.,.
(Urnderscoring mirne)

XK X XARXK XARX
JUDGE ACOSTA

On _the issue of jurisdiction, what
is Yo position which i being
questicorned by FNBE?

HHX HKAHX HHXK

ATTY. MARLIHAN

We maintairn that this court has
Jurigsdiction  over the petition of the
Savellano which i betweeri Savellarno and
ENE.

HAHX HKAHX HAUX

Ay
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ATTY. DAVID

We maintain that Department of
Justice has no  mnore jurisdiction, You
Hormor, on the aground that this incident
has become final..

MUK KKK XXX "

And yet apparently, after having submitted
their cause, when FNB and PNOC sernsed of an
impending adverse decision on the merits, they make
a deliberate effort to evade the jurisdiction of
this Court by going to the Secretary of Justice for
relief. This is not permissible for in the leading
case of Tejam v. Sibonghanoy (23 SCRA &9,
reiterated in Phil. National Bank v. IAC (143 ACRA
&£93) and Meram v. Edralin (154 SCRA 238), the
Supreme Court ruled:

"RRXK a party carnncot invoke the
Juwrisdiction of a court to secure
affirmative relief against his opponent
and, after abtaining or failing to aobtain
such relief, repudiate or guestion that
same juwrisdictiorn."

In the recent case of Tejones v. Gironella (159
SCRA 100, 104 [13881), the Supreme Court held that
when a party had voluntarily submitted himself to
the jurisdiction of the Couwrt, he is estopped from

later on assailing its jurisdiction.

We find truth and reason in the observation of

petitiorner that if this case is transferred to the

Jjurisdicticorn of the Secretary of Justice, the very

same matters/issues already adijundiceted or sub
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judice before this Court, that is, whether PNER

and/crr FPNOC are liable for any tax deficiency in

the light of the tax compromise, will be taken for

re~adjudicaticonr. Surely, this goes apgainst the

settled priviciple froawning (=15} multiplicity o f

suits. This belief is supported by the Supreme
Court decision in Ramos v. Central Bank of the
Philippines (41 SCRA 572, 583 [19711 citing People
v. Pegarum) saying:

".aw the jurisdiction of a court
depends upon the state of facts existing
at the time it is invoked, and is the
Jurisdiction once attaches to the person
and the subject matter of the litipgatiomn,
the subsequent happeniwng of events,
although they are of such a character as
would have prevenmted jurisdiction  fram
attaching in the first instance, will nrot
operate to oist jurisdiction already
attached."” (Underscoring Ours)

More, the evils attending split juwrisdictions have
long been recognized in Bay View Hotel, Inc. v.
Manila Hotel Workers! Union (18 SCRA 946, 29953, and
in the Ramos Case the Supreme Court spoke this

teaching again:

"Tax draw a ternuous jurisdictional
line is to undermine stability in ..
litigatioms. A piece meal resort to one
Court and anacther gives rise to
maltiplicity of suits ... The time to be
lost, effort wasted, arnxiety augmented,
additiconal expense incurred - these are
comsiderations which weigh heavily
against split jurisdiction. Indeed it is
more i keeping with corderly
administration of justice that all the
causes of action here be cogrnizable and
heard by only cne Couwrt L..0"

AU
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The Order of September e 1931 of the

Secretary of Justice proceeding from the erronecus

belief of jurisdiction overr this case thus

suspending the collection of the assailed tax

delinguency in_ the amount of F294,958,450.73 and

commariding the Commissiorner of Internal Reverue to

file his arnswer within 10 days is therefore of

doubtful validity.

Going inte  the compromise agreement, the
present Commissioner of Intermnal Revenue, in the
middle of these proceedings had charnged its starnce
by reversing the previous position of - his
predecessor o the ground that the availment of the
compromise under E.0.0 No.o 44 was without legal
basis. In effect, therefore, the Goverrment has
reapevied the case and seeks relief fram its
fulfillment on the basis of mistake of law. In its
letter to PNR demanding payment of the amount of
F=94, 958, 450.93, the Commissioner laid its reasons
why it is avoiding the contract, thus:

UMUK XXX XK

After a circumspect study of the
case, this 0Office has arrived at the
conclusion that the compromise settlement

is without legal basis considering that

E. 0. L4 contemplates disputed o

delirnguent taxes. The withholding taxes

are actually rnot tax but permalty for your

failure to withhold the same from PNOC

(National Developmernt Corp. vs. Comm. of

Interrnal Revenue, G.R. No. 539611, Jurne

30, 1987). Movreover, the oblipaticon tao
withhold the tax is yoe personal

AU
g
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liability as withholding agent (Comm. of
Interrnal Reverue vs. Malayan Insurance
Coey GuR. Noo L~-21913, Nov. 18, 1967.)
Such liability is imposed under Section
51 (e) of the Tax Code.

Accordingly, there is still due from
yot the amount of P294, 958, 450. 93 arrived
at as follows:

Withhaolding tax plus
interest urnder letter
of demand dated

Neoov. 11, 1986 F385, 961, 580. 82
Less: Amount paid
urnder E. 0. 44 91, 003, 123. 83
Amount still due and
collectible FE94, 358, 450.73
HHK HENH HARY

(page 456, CTA Rec.)

The law pertaining to compromises permits the
vaiding of the contract of compromise where consent
is given through mistake (Articles 20328 in relatiom
to Art. 1330 of the Civil Code). Mrticle 1331 of
the Civil Code further provides that "In crder that
mistake may irnvalidate cornsent it should refer to
the substarnce of the thing which is the object of
the contract, o to those conditicons which have
principally moved orne or both parties to enter into
the corntract." Mistake of law like mistake of fact
shouwld refer to the substance of the contract ta
invalidate consent. It has been ruled in  an
Americarn case that mistake of law as to whether the

subject matter of the assessment is itself properly
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taxable may invalidate the compromise agreement
(Claoister FPrinting Corp. v. U.5., supral. In that
case the mistake of law was confirmed by a decision
of the U.S. Supreme Court reversing the decision
erronecusly used as  basis  for the compromise
agreemert. In ouw case, therefore, it must be
showri that the Commissiocrner had committed mistake
of law in relying on E.0. Noo 44 for the compromise
settlement. We find that the consent of the
parties to the compromise agreement is vitiated by
mistake of law. It is also a requirement in
contracts that the parties who enter into contracts
are capable of making arnd authorized to make the
contract., The circumstarnces of this case show that
the previcus Commissioner of Intermal Revernue in
several ways acted beyornd the scope of his
authority through the issuarce of implementing
rules that viclated the intent of the basic law,
E.D. No. 44, and the arbitrary accommodatiorn of the
case of private respondents which is not orne of
those cases within the contemplation of said basic
law.

The compromise agreement is chiefly the
product of reliance by the parties on Executive
Order Noo 44 titled "Authorizing the Bureau of

Internal Revermie to Accept Compromise Fayments o

Delirngquent Accounts and Disputed Assessments

/"‘,
2o~
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wlivia 0

. Decembeay 51,

fUhdersicar 17

supplied). Done ov September 4, 1986, il was

remain effective until Marveh 31, 1267. It g

the Commm il S5 1 ovier "accepted  the o offer

Mpromi se

SN an June

LUEDENE,  Exh,  N7N FNOGC, P

CTA Rec.) . The compromise settlement therefore was

effectively contracted on June

L1987, which was
after the effectivity our Executive Urder Mo, 44 o

March 3

18387 (Underlining supplied). Wov e, this
compyornisad  amount "was paid in S bestal lmernkts”

completed much later.,

Compromises  are a statutory matter and have
their lepal consequences by virtue »f the statute

which eryeated them.

ived o«

a

the compromise

procedunre.

outlined by the statute is exclusive and

requires strict

_adherence. The regular machirnery
For compramising a Lay specified ivn Dpotion 246 of
the MNMatiocrnmal Irnternal Revernue Code oonsiders arnly
oo crnditiows where the powery to compyomise may be
exercised:s Whern -
a) A reasonahle doubkt o as  to the
validity of Uthe oclaim against a taxpayer
ey isbss or
) The firmareial position of the
taxpayer demomstrates a clear inability
to pay the assesoed tax. "
Executive  Urdey Noo 44, in SBectiors 4 thereof,
suanparrbed Soction 4G o the NTRMT fene Dhe dboeeat o

4%
S Y]
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of ites effectivity thus pgiving the Commissioner the
power to compramise, subject only to the provisions
arnd iwntent of E.D0. No.o 44, Sectiocr 1 of .00 Mo,

44 provides:

"SECTION 1. The Commissioner  of
Interrnal Revernue or his duly authorized
representatives may compromise  any

assessment or delinguent acoo
1, 1 Sy, uUpon the payn

equai to this hy  (30%)

percent of the basic tax assessed. I
such cases, the Commissiorner of Internal
Reverue e hies duly authorized
representat ives shall covid e the

corresponding interests and penalties. ”

A compromise implies agreement  (Commissioner
v. fArmande L. Abad, &3 SCRA 1135, 1140, [13681).
Ar offer to compromise may have been made but if
the offer is rnot accepted, there is o compromise
(Commissioner V. Armancds L. Abad, supra). 2]
contract is perfected by mere consent; and corngsent
is manifested by the meeting of the offer and
acceptarnce uporn the thinmn and the cause which are
to covstitute the contract Avts. 1215, 1319 Civil
Code) . The acceptance of the compramise payments
that will serve b perfect the cormtract o ff
compraomise must therefore be made on or before
March 31, 1387 as Section 1 states guite plainly
that the Commissioner "may compromise xxx upon the
payment of anm amount equal to thirty percent (Z0%)"
or,  taking it from the Title of the law, "accept
COmp ol Se payhemtﬁ” ovily until such date. IF E.C.
N 44,  for its choeation, contemplates leae than

.

N
A"
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acceptance of payments or peyrfection of compromise
agreement, Meariivin mere applications o
COmMpY™ oMl s, it ecould have easily stated so by

provisions in the law or could have referved to

"offers in commpromise’”  in its provisions. As it
is, the use of the words "may compromise xXXx  upor

the payment of an amount egqual to thirty percent
(30%4)" and "accept compromise payments'" presupposes

a formal accord o an  apgreement  of compromise

entered into between Goverrvment and taxpaver on or

before March 31, 1987.

Reveriue Memorandum Order (RMOD) Mo, 3986 dated
November 18, 1986 provided in its paragraph no. 2
that:

1"

2o Period of availmernt — Filing of
aticown  for compromise  settlement

applic

urde 3 %éidw law shall be (=]
only until March 51, 1987. Applications
filed ovi o before this date =hall he

valid even if the payment or payments of

the compromise amownt shall be made after

the said date, subject, however, to the

pravisions of  Executive Order Moo 44 arnd

its implementing Revernue Regulatiorns Na.

17--86." (Underlining ocurs.)
RMO N, 32986 ivn paragraph & thereof contradicted
the intemt of E.0. No.o 44 by urduly exparnding its
scope  through  the provision that "acceptarnce of

comproamise payments" may mears acceptarnce o f

applications witil March 31, 1987 and payments even

heyond said period. It has alwavs been the rule
that implemernt iy rules o corders shiould by
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confived ocmly to what the main body of law intends.
Rules that conflict with the main law are discarded
everntually fer beirng rull and veoid (Tayug Rural
Bank v. Central Bank of the Philippines 146 GSCRA

120 L1986], citing cases). In this aspect,

paragraph No. & of RMO No.o 329-86 is manifestly
beyord  the confirnes of E.0. No. 44 and is not
bi;diﬂg as we consider it void,

An equally important point in the light of the
circumstances o f this case is whether the
application for compromise falls within the scope
of E.0. Noo 44 and its implementing regulations,
Reverine Regulaticns No. 17-86 (October 8, 1986), as
far as the limitation in the law to make it

applicable to disputed assessments or delinguent

accounts due as of December 31, 1985 (Sec. 1 of

E.O. Noo 44 and Sections 2 and 3 of Revenue
Regulaticons No. 17-86). Disputed assessment under
Reverme Regulaticns No. 17-86 refers to a _tax
assessmernt disputed or protested o e before
December 31, 19385. Ori the other hand, delingquent

acceocunt  refers to the amournt of tax due on or

before December 31, 1985 arising from, as may be

applicable in ow case, "a deficiercy assessment

issued by the HRIR which has become final and

executory”. At the very least, therefore, the

Reveriue Regulatior speaks of a deficiency

-

BPRy
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assessment of the tax due that has been issued and

disputed ori  or  before December 31, 1985, or a

deficiency assessment that bhas become final and

executory as of that date. The facts of this case

show, however, that for PNB, letter of demand for

tax due was sent only on October 8, 1986 (Exh. "L",

Exh. "a" PNB; Exh. "4" PNOC), while the EBIR sent a

letter to PNOC  informing it of its tax liability

and demanding for its settlement only on October

14, 1986. The Commissicrmer simply acted beyond the
scope of his  authority under E.0O. Noo 44 and
Reverme Regulations Na. 17-86 in accommodating the
case of RFNER aﬁd ENOC  for a compromise settlement
where their assessments have rnot beern issued as of
December 31, 1985 and do not fit the reguirements
of the implementing regulations.

We see also arn abuse of discretion cammitted
by the previous Commissicrer of Interrnal Revernue
in  arncother side of this case. Thé present
Commissiorner of Internal Revernue, Jose U. 0Ong, is
of the apinicrn that "xxx the compromise settlement
is withcout legal basis considering that E.0. Na. 44
caontemplates disputed or delinguent taxes". We
agree with this findirng of the present Commissiorner
of Interrnal Revernue. It is wnot erncugh argument for
FNOC to say that the compromise agreemernt must be

upheld because it merely inveolved transfer of funds
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ta the RIR, ancther pgovernment entity. As stated
in the whereas clauses of Presidential Decree No,

1331 the imposition of taxes on govervment-—owrned or

control led corporations has mere significant
purposes f o revenue generation and the
requirements o f ecoromic develaopmernt. These

intentions as ernumerated in the whereas clauses
regate the mere "transfer of funds" theory beirng
invaked by FNOC. We see that what is
unsanct icrable  with the act of the previous
Commissioner of Interrnal Reveruwe Biernvenido A. Tarn,
Jr. is that FNOC could rnot and should wnot have been
allowed to avail of E.0. No. 44 and RMO No.o 3986
since the case againmst PNOC and FNE  involved
withhaolding tax assessment which is actually rnot a
tax but a penalty (National Development Corp. v.
Commissioner, 151 SCRA 47&, 480 [15871). E. 0. Nec.
44 corntemplates the acceptance of compromi se
payments oY delirnquent accounts and disputed
assessments in reference to taxes due as strictly
distinguished from penalty. Ferialties could not
therefore be the subject of compromise agreements
based ov E. 0. No. 44,

Moreover, the law holds the withholding agent
"persorally liable" for the paymernt of withhalding
taxes, The significance of this personal liability

was explained in the case of Philippine Guaranty

%»n
.
e
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Co. v. Commissioner of Internal Revenue, (15 5CFA
1, 4, L[13653).

"The law sets ro condition for the
personal liability of +the withhaolding
agent to attach. The reason is to compel
the withholding agent to withdraw the tax
under all circumstances. In effect, the
responsibility for the collection of the
tax as well as the payment thereof is
concentrated upon the person over whom
the Goverrvment has jurisdicticn.”

I the 1light of the unequivocal withdrawal of tax
exempt icns of government ~owrned o controlled
corporations, first by Presidential Decree No.o 1177
(July 30, 1977), and later Fresidential Decree Nc.
1931 (June 11, 1984), except upon its restoration
by the Fiscal Incentives Review Board, the
liability of FPNE is established. To  further
exemplify the stringency of the standard set in the
Fhilippine Guaranty Case, arn honest belief that the
ivicome paid may not be subject to withhaolding does
not exempt & withholding agent from liability.
Thus, in the forepgoing case the Supreme Court set
this rule:

"In case of doubt, a withholding
agent may always protect himself by
withholding the tax due, and promptly
causing a qguery to be addressed to the
Commissioner of Internal Revenue for the
determinaticn of whether or not the
income paid to an individual is  not
subject to withholding. In case the

Commissioner of Internal Reverue decides
that the irncome paid to an individual is

ot subject to withholding the
withholding agent may thereupon remit the
amount of tax withheld. " (Section 00,

Income Tax Regulaticns, also cited in
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National Develapmert Compary Ve

Commissicner of Internal Revernue, supra)

Irn accommodating FPNOC thvyough E.0O. Noo 44 and
its implemerting regulaticns, the Commissicrner, in
effect, made an undue amendment of the authority to
compromise by the expansion of the authority. s
also said ‘in the Tayug Rural Bank Case, supra:

"A public official must locate in

the statute relied uporn a grant of power

before he can exercise it. Department

zeal may rnot be permitted to outryun the
authority conferred by statute.”

In fine, the compromise agreement erntered into
by the parties is not only permeated with mistake
orr the substantive aspects of the contract but,
more importantly, lack of authority fraom the basic
law characterizing the actions of the previous
Commissioner of Internal Revenue. Ercouagh  reasons
exist therefore to justify the invalidation of the
compromise  agreement. It is the rule that the
Govervment is nrot estopped from correcting the
mistakes and errors of its agents (British Trader's
Insurance Co., Ltd. v. Commissioner of Internal
Revenue, 15  SCRA, 719, 726 citing Hilado v.
Collector of Internal Revenue, 352 0.0G. 2481 and
ather cases). So is the Commissicorner wiot bound by
the eryvomecus yuling of his predecessor as he has
the power to rectify the ervor (Phil. Guaranty Co.,

Ire. v. Commissiorner of Internal Revernue, supra).
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Ordivarily, if the compromise agreement has
beerr invalidated, judgment may be rendered ordering
the Commissiconer to issue assessment if vic
assessment has yet beewn made. It may be opired
that the case has become moot and academic with the
charnge of stance by the Commissioner against PNE
and FPNOC. But we should not stop here, lest, as
already said, we split jurisdictions; and egually
important, considering that the Commissicrner has
already issued the assessment, we may leave hanging
the guestion of the validity of the assessment in
the midst of circumstances as related below which
compel a ruling on the assessment. We will rule an

whether the assessment should be upheld in view of

the conmditicns prevailing in this case. This has
support in the words of Justice Roberto Concepciaon,
in this wise: "Moreover, this jurisdicticon  to

decide all cases involving disputed assessmernts xxx

rnecessarily implies the power to authorize and

sanction_ the collection of the taxes xxx__involved

in _such assessments as may be wupheld by the Court

of Tax Appeals" (Gancayco v. Collector of Internal

Revenue, 1 SCRA 380, 885 [19611).

The record shows that letter of demand dated
Jaruary 16, 1931 for the amount of PE94, 358, 450,73
was received by PNB on February 6, 1391, The

Commissioner alleges that no protest from PNB was
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filed or received within the follocwinp thirty (30)
days that a taxpayer is permitted to do so under
the law. A letter dated April 11, 1991 serving as
a pratest was received onmly on April 12, 1991, more
tharn thirty (39) days from receipt of assessment
ard beyornd the reglementary period. The
Commissioner thus concludes that the assessment has
already become firnal and executory. Against this,
PR could onmly  argue that the tax notice was
improperly sent, allegedly having been received by
the Rarl’s pgeneral mailing services instead of its
Fimancial Marviagemernt Departmernt. Normetheless, PNB
would also depernd on itﬁvthéawy that sivnce it is
the DO which has Jjurisdiction over this rase,
theyre ig o thivbty (B0) day pericd to be rveckoned
with as F.D. @42 has nwo such rule.

W Ehinl that BN has committed a  fatal
orlssLorn i vnh o protesting the casme on bime.
Motioe ~f 0 soceosamert whe validly wncle whese Gt

ts the PNy s ogareral mailing services that received

it Tk Tmvty e i At akalnd=3:1-1 macie by the
Lo sa o ore submtantially comnplies with e

stardsyd et < Villa Rey Transit, Iro, e2t. al. v,
Far East Motor Corporation Case thabt "service mush

s vt wormmm e mn b et fyme e jedbpe s b mel agi kil b o

A, drs E19T7RTY Yihrr o mran

I
b oY
{

-
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of the PNE office that received the assessment
speaks for our purpose.

And s wherr a warrant of garnishment was
issued agairnst PNER addressed to the Governor of the
Certral Bank of the Philippines, the Commissiconer
was merely enforcing collection of an assessment
which has become final and unappealable. If rot
for the order to suspend Cailecticmu by the DOJ,
collection would have already bheen effected since a
debit advice had already been issued by the.Central
Bank against the demand‘depﬁsit accournt of PNR for
the amournt F294, 358, 450. 73 arid such ameont
transferred in  trust foor the BRureau of Interrnal
Reverue. The actior by the Central ERank is but
consistent  with  Sectiow 208 of  the National
Internal Reverue Code on the mode of procedure for
collection. .

The NMatiomal Ivternal Revere Code is defimite’
iv imposing the obligaticowm upon the Cammissimner‘tﬁ
pay a specific sum to informants giving information
leading to the discovery of frauds or vioclations of
any of its provisions, The right of the petiticrer
to his proper share on the reverue ort penalty he
seeks to be collected is an essential issue
presented from the very start of this case. Sirce
We have fourd for petitiorner, and consisternt with

the duty of this Court to grant full and complete

A

PErevR Y |
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relief, payment of petitiorner?’s reward should be in
corder from whatever additional taxes are collected
from the taxpayers in this case.

WHEREFORE, judgment is rendered declaring the
COMPROMISE AGREEMENT between the Bureau of Internal
Reverue, on the one hand, and the Philippine
National 0il Company and Philippine National Bank
on the other, as WITHOUT FORCE AND EFFECT}

The Commissioner of Internal Revenue is hereby
ordered to ENFORCE the ASSES8S8MENT of January 16,
1991 apainst Philippine National Bank which has
become final and unappealable by collecting from
Philippine National Bank the daeficiency withholding
tax, plus interest totalling P294,958, 450.73;

Petitioner may be paid, upon collection of the
deficiency withholding tax, tﬁn balance of his
entitlement to informer’s reward based on fifteer
pnrqant (15%) of the deficiency withholding total
tax collected in this case or P44,243,767.00
subject to existing rulea and regulations pgoverning
payment of reward to informers.

No prornouncement as to costs.

S0 ORDERED.

Guezon City, Metro Manila, May 28, 1332,

ROAQUIN
ssociate Judge
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CERTIFICATION

I hereby certify that this decision was
reached after due consultation among the members of
the Court of Tax Appeals in accordance with S8ection

13, Article VIII of the Constitution.
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Presiding Judpe
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