REPUBLIC OF THE PHILIPPINES

COURT OF TAX APPEALS
QUEZON CITY

R.0.H. AUTO PRODUCTS
PHILIPPINES, INC.,
Fetitioner,

- Versus - C.T.A. CASE NO. 4318

THE COMMISSIONER OF
INTERNAL REVENUE,
Respondent.

D =E C I 8 I O M

Oon August 1%, 19864, respondent issued to
petitioner assessment notices for daficiency//income
and ﬁércentage taxes for the year 1982, totalling
PL1,410,157.71 including increments (Annex “A", p.7,
CTA recordsl.

Fetitioner proteasted the assesasments and
requested for their withdrawal and cancellation on
the ground that petitioner availed of the income tax
amnesty on October 30, 1986 and the business tax
amnesty on November 24, 1986, under Executive Order
No. 41 as amended by Executive 0Order No. 44 which
grants amnesty for unpaid like taxes for the vyears
1981-198%.

The protest was denied with finality EY-
respondent reasoned that availment of the amnesty did
not result in the cancellation of the assessments by

force of Revenue Memorandum Order No. 4-87 which
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apecifies that only aseesaments issued on or after
August 21, 1986 may be cancelled and withdrawn by the
amnesty. Since the amsesements were isasued on August
1%, 1986, the  Commissioner concluded they stil]
subsist.

The gist of the controversy clearly refers to
the import of Revenue HMemorandum rder Mo. 4-87 in
relation to Executive Order Mo, 41 as  amended by
Eyvecutive Order No. &4,

In argument, petitioner in the main alleges that
Fevenue HMemorandum Order 4-87 cannot amend or modify
the explicit proviaion on the immunities and
privileges granted under Executive (Order No 41 as
Aamended ., 1t adverta to these pronouncements of the
Supreme Court wvhere, citinag Jjurisprudence, the rule-
making pover of administrative agencies wan

Aanplified:

"There are however, limitations to the

vl eematz ing power: of adminiatrative
agenciea, Al s les ahaped out by
Juriepradence im that when Congreaa

avthorires promulgation of administrative
rualeas and  regulations to implement given
legislation, all that 1is required 1is that
the regulation be not in contradiction with
it, but conform to the standards that the
law prescribes (Director of Forestry v.
Munoz, 23 SCRA 1183). The rule delineating
the extent of the binding force to be given
to administrative rules and reqgulations was
esxplained by the Court in Teoxen v. Hember
of the Board of Adeinistrators (33 SCRA
588), thus:” The recognition of the power
of administrative officials to promulgate
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on

the

rules in the dimplementation of the statute,
Aar neceasearily limited to what i provided
for in the legislative enactment, may be
fouanel asm early as 17080 in the case of
tniterd States v. Rarrias (11 Phil. 327), in
1914 U.8. v. Tupasi HMNolina (2?7 Phil. 117)
in 1776 Prople v. Santos (&3 Phil. 300), in
19%1 Chinese Flour Importers Ass, v. Price
Stabilization Board (87 Phil. A43?2), and in
1767 Victorias Hilling Co., Inc. v. Social
Security Commissjion 4 RCRA  &27). The
Court held in the care  that "N rule is
tinding on the courts wo long as the
procedure fived  for  dt= promalgation i«
ol lowemd arved ite meQpe fer within the
atatute granted by the legialature, even 1f
the courte are not in agreement with the
policy atated therein, or ite innate
wisdom » » »w."

"In came of discrepancy  between  the
hasic law and a rule or regulation iasued
tea tmplement malc 1aw, the hasic 1aw
prevails  because  sald rule or regulation
cannot  go heyond the terms and provisions
of the basic law (Feople v. Lim, 108 Phil.
BRI R Flirles that  subhvert  the statute
cannot be sanchtlioned (University of Santo
Tomas v. Roard of Tax Appeals, 23 Phil.

i Del Har V. rhil. Veterans
Administration, 51 SCRA 340D, Escept for
conatitutional officialm vitho CAan trace

their competence to act to the fundamental
lav dteelf, a public official muet locate
in the =statute relied upon a grant of power

before he can exercilsr it. Department zeal
may not be permitted to cutrun the

aukheori by conferred by atatute (Radio
Communications ot the Mhilippines, Inc. v.
Santiago, (~2723&, August 21, 1?74, S8 5CRA
423" (Tayug Rural Bank v. Central Bank
of the Philippines G.R. No. L—-2&158,
November 28, 1728, 144 SCRA 120, 1291300,

Respondent, for his part, lays emphasis firat,

Memorandum  Order NMo. 4-87  to stress  that, in

provision in paragraph 1.02 of Revenue

the
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availment of the amnesty, cancellation of assesaments
recsulte only  for assemsment notices and letters of
demand i=ened aflter Nuguet 21, 1986,
"1.02. A certification by the Taw
Amneety Implementabtion Officer of the fact

of avatlment of the =ald tax amnesty shall
be a sufficient basis for:

1.02.1. oMo

1,022, Moo

1,023, In apprapriate cases, the
cancellation/ui thdrawal oo f Aanseasamnent

noticea and letters of demand issued after

Nugnet 21, 1784 e the collection of

income, bhusinesa, eatate or donor’s tases

dus during the =ame tayxahle yenrs,”

It is pointed out that Section & of Executive
rder Mo, 41, as  amended expressly conditiona the
enjoyment  of fmmuniticrs  Aand  privileges enumerated
therein to compliance with the rule=s and regulations
tey he desned puratant to aaid executive order, which
i= now Pevenue Memorvandoam Order Mo. 487,

Secondly, reepondent posite that where there is
an asseasment againsth a tayrpayer, the burden of proof
i o the latter to prove that the as=sessment s
wanting from  legal and/or factual  basis. Absent
proaf, the presumption of validity remains. The case
of Sy Po ve, CTA, et. al. (G.R. L(—-R1446, August 18,
1788, 164 SCRA S24) 1= advanced in support of this

position wherein it was sald:

iovu
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"In the camse of Caollector of Internpal
Revenue ve. Reyes, we ruled:

"Where the taspayer i
apreraling to the tay cmut on the
ground that the collector’'s
asserceament 1= erroneous, it is
incumbent upon him to prove there
vithat  im  the coryect and just
liability by 2l full and fair
diz=glnsure of all pertinent data
in his possession, Othervise, 1f
the taupayer cenfine=s himeself to
proving that the tay ~assessment
im VPG, the tAan court
proceecdings would settle nothing,
and  the way would be left open
oy asubeseguent Armenaments and

:.\r'\['\m;.\]n 1

cpuceeassion.”

"Tax
examiners
and  made
taspayer
otherwise.,
proeof  of
the
Aamaemanent
of Internal
approved by
UL ot
(Gutierrez v.
July 31, 17673,
presumptiones Ay

o f
ot
Land

&
o) 0.6G.

Ame
are
in
ham
1
any

Fe

(Colleclor
Rohol

L~13037
1?60,

{ -

The cited
Bank,
the

vig—a-vis Executive Qrder

the

performance
citly

Mhim

Internal
Transportation

case of Tayug Rural Bank vs,
supra leaves its mark

importance of Revenue Memotrandum Order No.

) interminable

parnen ta
presumed
arod  faith. The
duty to prove
the  abheence of
irregularidties in
o f duties, an
made by a Bureau
venue aaminer  and
asuperior officers
disturbed.
VillegRs [ —I7117,
SCRA S2T7T) . N1
in favor of the
tay aAamseeenents.
Rervenue v.
Co.,
2%,

by tax
carrvect

&)

he

)

&

13467,
40T I

Apr il

Central
well in the trezolution of
487

No. 41, as amended.
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The intent of the given 1legislation, as always,
i telling. N reading of this executive order giving

amnesty ahows the period covered - Jangary 1, 1981 to

December 31, 198005 (Rection 1, Zection &, FExecutive
Order No. 41, ax pmended)., An amneaty affordes total
pardon  or foraglveness (3 Hords and FPhreases 4820,

citing cases), as here promised by the order for all
unpaid income. estate, donor’s  taxes and  business
taves,  and all civil, criminal, administrative
liability that have Ariersn from non-payment of taxesn
in the above aiven perviod. (Underscoring supplied)
iy the other hand., an assesesment i a notice of tax
dur  with a demand for payment  (Alhambra Cigar &
Cigaretis Nfg. Co. v. Commicejoner, 105 Phil, 1337
unreported). N Aamacaament can be abated or
compromised on the administrative level (Section 2?5,
National Internal Revenue Code, now Section  204)
vihile an amneaty ias an act of soverelgn grace which
obhliterates an offense (Hords and Phrases, supral or
as sPeen here, an act which relegates into oblivion
all unpaid income, estate, donor’'s tayxes and businessg
taxes incurred during a given period. The impression
created thus is that considering the nature of a tax
assersment, its significance could not be more than

that of an amnesty properly avaliled of. Art

asaesasment, even a deficiency assessment as in the

1be
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instant care, ocannot defeat the intended effects of
the amnesty brcausre precisely, 1t ia the purpose of

the latteyr to forgive the non-payment of the taspayer

of his tax liabhilities. The respondent who seeka to
recover tayes due  cannot  demand something which,

although previourly due, is now non-exlsetent or has
teen obliterated as A con=enuence of soverelign grace.,

Ig this a case of firat impreasazion then, and are
there other factors that could tilt the balance on
the other side? The came for the respondent shows
none .

Rezpondent failed to prement any case or law
vihich proves  that  an asaccasment can withstand  or
negate the foree and nffects of a tay amneaty. Thims
burden of proof on the petiticoner was created by the
clear and expresss  terma of  the executive order’'s
intention -~ mualified avallers of the amneasty may pay
an amnesty tay dn lieuw of aatd unpaid tases which are
fargiven (Rection 2, Seciion 5, Executive Order No,
A1, AL amended) . More apecifically, the plain
provisiong in the statute granting tax amnesty for
unpaid taxxes for the period January 1, 1981 to
December 31, 1983 «hifted the burden of proof on

respondent to show how the isauance of an assessment

before the date of the promulgation of the executive

order could have a reasonable relation with the

.l.b\)
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objective periods of  the amnesty, so  as  to make
petitioner =till  answerable for = a  tax  liability

which, throuah  the statute, should have been erased
with a proper availlment of the amnesty (Underzcoring
our =),

Ndditionally, the eveeptions enumerated in
Section 4 of Execocntive (rdey No. 41, as amended, do
not indicate any teference tao an asmessment or
pending  investigation aside from one arising from
information furnished by an informer,

"SQection 4. Exceptiona.-—- The following

tayvpayer=s may not availl themselves of the
amnraty heorein granted,

o) fherme faltinag under the
provimions of Fuecutive rder Nos. 1, 2 and
1.

t) Thneo vt bh itneome ta CAaRneR
Aalreacy filed in Cour t A of the

effrctivity hereof.,

) Thevese i th rriminal raarg
Tnvnlving viotations of the income tax law
Aty ey filed in ot as o f the

effectivity hereofy

o) Thome  that have withheolding tax
linhilitiem Loy the HMational Internal
Feovenue  Code, &A= amended, insofar as  the
gsald Tinhilities are concerneds;

&) Those with tax canes pending
investigation by the Bureau of Internal
Revenue as of the effectivity hereof as a

reattlt of information furnished undery
Section I of the National Internal

Revenur Code, aa amended)

ltfx
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._C?._.
1) Thome viith rending CcAanes
involving tnenplained (ala unlawful ly

acaquired wealth before the Sandiganbayang

Q) Thrme liable under Title Seven,
Chapter  Three (Frauds, 111egal Exactions
arve Transactions) an Chapter Four

(Malversation of Fublic Funds and Froperty)
of the Reviaeed Penal Code, as amended.

Thurem, Ve tderm that the rule in Revenues
Hemorandum Order Ho. 1-87  promulgating that only
amrmmecanenta ipeued after Nuogust 21, 1984 shall be
ahated by the amnesty is beyond the contemplation of
Ervecutive rder Mo, A1, as amended, To paraphrase
the cited previous declarations of the Supreme Court
which wvere tibkewiee vecalled i the Teayuge Rural BRank
ChAse <upra., Adminisztrative  rule= and  regulations
promulgated bt iAmplement given legialation should not
be contradictory with the =tatute but conform to the
standaidas which it precscribes (Pirector of Forestry
v. Munoz, [ 21776, Jupe 22, IR 23 SCRA 11830, A
rule yonld be hinding on the courta if the scope ia
within the =tatute even A7 the courts are not  in
agreement with the pelicy  therein or  its  innate
wisdom (Victorins MHilling Co., Inc. V. Social
Security Commission, (14704, MHarch 17, 1782, 4 5CRA
&27) .

WHIEREFORE, the petition im BRANTED. The

respondent Commissioner of Internal Revenue is=
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ordered to desist from collecting the deficiency
tarea it had asm=eeasred against petitioner for the same
are  considered cancelled and withdrawn with the
proper availment of petitioner of the amnesty under
Frecutive Order No. 41, Aas Aamended.

SO ORDERED.

OQuezon City, Metro Manila, Nugust 20, 1990,

ﬁﬂép{/A\\“\

COMSTNANTE C. RONQUIN
eeociate Judge

T COMCUR .

fZFL I NV W NAT X O

I herehy certify that this decision was vreached
after due consultation betueen the members of the

Court of Tax Oppeals in accordance with Section 13,

m%ﬂaum

co
Nsmociate Judge
court of Tax Appeals

NHrticle VITI of the Constitution.

ibu



