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### Title: Commissioner of Internal Revenue vs. Pilipinas Shell Petroleum Corporation and
Petron Corporation

### Facts:
The case revolves around several transactions from 1988 to 1996 where Pilipinas Shell
Petroleum  Corporation  (Shell)  and  Petron  Corporation  (Petron),  both  engaged  in  the
production of petroleum products,  sold bunker oil  and other fuel products to Board of
Investments  (BOI)  registered  entities  for  exportation.  These  entities  used  Tax  Credit
Certificates (TCCs) to pay for their purchases, which were then transferred and assigned to
Shell and Petron to settle their own excise tax liabilities after approval by the Department of
Finance (DOF). The Bureau of Internal Revenue (BIR) initially accepted the TCCs but later
issued collection letters in 1998 and 2002 demanding payment for alleged delinquent tax
liabilities due to the use of TCCs issued in other companies’ names, stating it violated BOI
rules, leading to a series of legal battles eventually culminating in Supreme Court review.

### Issues:
1. Whether Shell and Petron were qualified transferees of the TCCs.
2. The validity of the transfer and utilization of TCCs in paying excise tax liabilities.
3. Whether government is estopped from collecting taxes due to the mistakes of its agents.
4. If Shell was accorded due process in the petitioner’s attempt to collect its excise tax
liabilities.
5. Validity of the TCCs and its consequent effects on the rights and obligations assumed by
Respondent.
6. Whether Respondent is an innocent transferee of the disputed TCCs in good faith.
7. Liability of Respondent to pay excise taxes, surcharges, and interests.
8. Application of the doctrine of estoppel against the government.
9. Denial of due process for Respondent.
10. Whether the period to collect Respondent’s unpaid excise taxes has already prescribed.

### Court’s Decision:
The Supreme Court denied the petitions filed by the Commissioner of Internal Revenue
(CIR), affirming the decisions of the Court of Tax Appeals (CTA) and the Court of Appeals.
The Court ruled that the issues under consideration had been previously adjudicated in
favor of Shell and Petron in the 2007 Shell Case and the 2010 Petron Case, thereby applying
the principle of res judicata. The validity of the TCCs, the qualifications of Shell and Petron
as transferees, and the valid use of the TCCs for tax liabilities had been definitively settled.
The Court also found that the CIR’s efforts to collect alleged deficiencies were barred by the
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principle of estoppel,  and due process was violated since the collection was attempted
without valid assessments. Additionally, the Court reasoned that the period to collect the
alleged unpaid excise taxes through judicial remedies had already prescribed.

### Doctrine:
This case reiterates the doctrine of res judicata, where a matter that has been adjudicated
by a competent court and therefore may not be pursued further by the same parties. It also
underscores the importance of due process in tax collection, including the necessity of a
valid assessment, and limits on the time period within which the government can pursue tax
collection efforts.

### Class Notes:
– **Res Judicata in Tax Litigation:** Once a legal issue has been adjudicated by a competent
court, the same parties cannot re-litigate the issue in future litigation.
– **Doctrine of Estoppel against the Government:** The government may not be estopped by
the mistakes or errors of its agents in tax collection efforts.
–  **Due  Process  in  Tax  Collection:**  Valid  assessment  and  adherence  to  prescribed
procedures are crucial for due process in tax collection.
– **Prescription Periods for Tax Collection:** There are statutorily defined periods within
which the government must issue an assessment and undertake collection efforts; failure to
adhere to these periods may bar collection efforts.

### Historical Background:
Legal battles concerning tax liabilities, particularly relating to TCCs, have been significant,
particularly in industries with substantial tax obligations like petroleum. The Supreme Court
in this and related cases has clarified the legal parameters for the transfer and use of TCCs,
the  rights  of  taxpayers,  and  the  obligations  of  tax  authorities,  thereby  impacting  tax
administration and enforcement practices.


