REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
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SECOND DIVISION

MARINA SQUARE PROPERTIES, CTA CASE NO. 10601
INC,,

Petitioner,

-versus-
Members:
RINGPIS-LIBAN, Chairperson,
MODESTO-SAN PEDRO, and
FERRER-FLORES, ]

COMMISSIONER OF INTERNAL
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DECISION

RINGPIS-LIBAN, J.

THE CASE

The Petition for Review prays that this Court render judgment ordering the
cancellation and withdrawal of respondent’s assessments against petitioner for
alleged deficiency income tax, value-added tax (VAT), expanded withholding tax
(EWT), fringe benefit tax (FBT), final withholding tax (FWT), creditable
withholding VAT (CWVAT), documentary stamp tax (DST), and compromise
penalty, for taxable year 2015, in the total amount of P1,047,025,447.53, inclusive
of surcharges and interest.’

THE PARTIES

Petitioner Marina Square Properties, Inc. is a corporation otganized and
existing under the laws of the Republic of the Philippines, with principal office
address at 17/F New Coast Hotel Manila, 1588 M.H. del Pilar Street cor. Pedro
Gil, Malate, Manila.? It is registered with the Bureau of Internal Revenue (BIR).>

! Statement of the Case, Pre-1'rial Order dated January 6, 2023, Docket — Vol. 2, p. 715.
2 Par. 2, Stipulation of lacts, Joiut Stipulation of Facts and Issues (JSET), Docket — Vol. 2, p. 695.
3 Fixhibit “P-27, Docket — Vol. 2, pp. 1001 to 1002.
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(7) The administrative tribunal’s decision is
rendered in a manner that the parties may know the
various_issues involved and the reasons for the
decision.

XXX XXX XXX

The last requirement relating to the form and substance
of the decision is the decision-maker’s ‘duty to give reason’to
enable the affected person to understand how the rule of
fairness has been administered in his [or her] case, to expose
the reason to public scrutiny and criticism, and to ensure that
the decision will be thought through by the decision-maker.

XXX XXX XXX

Administrative due process is anchored on fairness and
equity in procedure. It is satisfied if the party is properly
notified of the charge against it and is given a fair and
reasonable opportunity to explain or defend itself. Moreover,
it demands that the party’s defenses be considered by the
administrative body in making its conclusions, and that the party
be sufficiently informed of the reasons for its conclusions.

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 required 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 requites 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 state the facts and law on which it is
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

6 Now Scction 3.1.1 of RR No. 12-99, as amended by RR No. 18-2013.
& Now Section 3.1.3 of RR No. 12-99, as amended by RR No. 18-2013.
6 Now Section 3.1.5 of RR No. 12-99, as amended by RR No. 18-2013.
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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 Notices, and the Final
Decision on Disputed Assessment.

XXX XXX XXX

The facts demonstrate that Avon was deprived of due
process. It was not fully apprised of the legal and factual bases
of the assessments issued against it. The Details of
Discrepancy attached to the Preliminary Assessment Notice, as
well as the Formal Letter of Demand with Final Assessment
Notices, did not even comment or address the defenses and
documents submitted by Avon. Thus, Avon was left unaware
on how the Commissioner or her authorized representatives
appreciated the explanations or defenses raised in connection
with the assessments. There was clear inaction of the
Commissioner at every stage of the proceedings.

XXX XXX XXX

It is true that the Commissioner is not obliged to accept the
taxpayer’s explanations, as explained by the Court of Tax Appeals.
However, when he or she rejects these explanations, he or she
must give some reason for doing so. He or she must give the
particular facts upon which his or her conclusion are based,
and those facts must appear in the record.

XXX XXX XXX

The Commissioner’s total disregard of due process
rendered the identical Preliminary Assessment Notice, Final
Assessment Notices, and Collection Letter null and void, and
of no force and effect.

This Court has, in several cases, declared void any
assessment that failed to strictly comply with the due process
requirements set forth in Section 228 of the Tax Code and Revenue
Regulation No. 12-99.

XXX XXX XXX

In Commissioner of Internal Revenue v. Reyes,* this Court ruled
as void an assessment for deficiency estate tax issued by the

vz

516 Phil. 176 (2006) (Per C.J. Panganiban, First Division].
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Commissioner for failure to inform the taxpayer of the law and
the facts on which the assessment was made, in violation of

Section 228 of the Tax Code.

XXX XXX XXX

Compliance with strict procedural requirements must
be followed in the collection of taxes as emphasized in

Commissioner of Internal Revenue v. Algue, Inc.:'

Taxes are the lifeblood of the government and
so should be collected without unnecessary
hindrance. On the other hand, such collection
should be made in accordance with law as any
arbitrariness will negate the very reason for
government itself. It is therefore necessary to
reconcile the apparently conflicting interests of the
authorities and the taxpayers so that the real purpose
of taxation, which is the promotion of the common
good, may be achieved.

XXX XXX XXX

But even as we concede the inevitability
and indispensability of taxation, it is a
requirement in all democratic regimes that it be
exercised reasonably and in accordance with the
prescribed procedure. If it is not, then the
taxpayer has a right to complain and the courts
will then come to his succor. For all the awesome
power of the tax collector, he may still be stopped
in his tracks if the taxpayer can

demonstrate...that the law has not been
observed. (Emphasis supplied)

xxx. [The Commissioner of Internal Revenue’s]

disregard of the standards and rules renders the deficiency tax

assessments null and void. xxx.” (Emphases and underscoring added)

To

respondent or his duly authorized representative to perform assessment
functions in accordance with, and strict adherence to, law, with their own rules
of procedure, and always with regard to the basic tenets of due process. And
due process requires respondent and/or the BIR to consider the defenses and
evidence submitted by the taxpayer and to render a decision based on these

summarize, the above-quoted pronouncements

submissions. //

67 241 Phil. 829 (1988) [Per J. Cruz, First Division].
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the attached Assessment Notices dated October 9, 2020, assessing petitioner, for
deficiency income tax, VAT, EWT, FBT, FWT, CWVAT, DST, and
compromise penalty, for taxable year 2015, in the total amount of
P1,047,025,447.53, inclusive of surcharges and interest, ate REVERSED and
SET ASIDE. Respondent is then ORDERED TO CEASE AND DESIST
from collecting the said amount.

Respondent is FURTHER ORDERED TO REFUND petitioner the
amount of P426,252,961.16,%° which represents the amount withdrawn/collected
by respondent or the BIR during the pendency of this case.

SO ORDERED.
(s, Al
MA. BELEN M. RINGPIS-LIBAN
Associate Justice
WE CONCUR:

MARIA ROYWVENA O-SAN PEDRO
Assodiatefustice

CORTIB G eRR R s
Assoc1ate Justice

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’s Division.
b, dlenl —

MA. BELEN M. RINGPIS-LIBAN

Associate Justice
Chairperson

80 Based on petitioner’s Manifestation filed on September 4, 2024,
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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. DEINROSARIO
Presiding Justice




