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Title: Commissioner of Internal Revenue vs. Philippine Daily Inquirer, Inc.

Facts:
The Philippine Daily Inquirer, Inc. (PDI), engaged in newspaper publication, was assessed
by the Bureau of Internal Revenue (BIR) for deficiency Value Added Tax (VAT) and income
tax for the taxable year 2004 based on a mismatch in its reported VAT versus data from
third-party sources. PDI contested this assessment. Steps in the procedural posture leading
to the Supreme Court include:

1. PDI received a preliminary assessment for alleged deficiency income tax and VAT based
on its 2004 returns.

2. After reconciliations and conferences, PDI received a formal demand for the alleged
deficiencies.

3. PDI filed a protest, claiming the BIR had lapsed the 180-day period to act on the protest,
leading PDI to escalate the issue to the Court of Tax Appeals (CTA).

4. The CTA First Division canceled and set aside the BIR’s assessment, highlighting issues
with the BIR’s calculation and the deficiencies in the waiver executions extending the BIR’s
period to assess PDI.

5. The CTA En Banc affirmed the CTA First Division’s decision.

6. The Commissioner of Internal Revenue (CIR) appealed to the Supreme Court, raising
issues on the adequacy of PDI’s contestation of the BIR’s assessment, prescription, and
estoppel.

Issues:
1. Whether PDI adequately controverted the BIR’s assessment.
2. Whether the BIR’s right to assess PDI for deficiency VAT and income tax has prescribed.
3. Whether PDI is estopped from raising the defense of prescription.

Court’s Decision:
The Supreme Court denied the CIR’s petition by affirming the CTA En Banc’s decision. The
Court found PDI had sufficiently disproved the BIR’s findings, particularly on the matter of
underdeclaration of input taxes and purchases. The court agreed with the CTA’s evaluation
of procedural errors regarding the execution of the waivers intended to extend the BIR’s
right to assess, making the assessments issued beyond the regular three-year prescriptive
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period void.

Doctrine:
– In matters of tax assessments based on third-party information, the burden to disprove the
BIR’s presumption of correctness lies with the taxpayer.
–  The procedural  rules for executing waivers to extend the prescriptive period for tax
assessment and collection are strictly construed. Any defects in such waivers result in non-
extension of  the prescriptive period under the National  Internal  Revenue Code (NIRC)
Section 203.

Class Notes:
– Key elements crucial in challenging tax assessments include contesting the BIR’s findings
with  sufficient  evidence,  and  understanding  the  legal  prescriptive  periods  for  tax
assessment  and  collection  under  NIRC  Sections  203  and  222.
–  Essential  to  note  is  the  strict  procedure  for  extending  these  prescriptive  periods,
emphasizing the critical importance of compliance with regulations on waivers.

Historical Background:
This case exemplifies the rigorous process and standards involved in tax assessments and
the appeals process within the Philippine legal system. It reflects the conflict between the
BIR’s mandate to collect  taxes for government revenue and the rights of  taxpayers to
contest what they perceive as unwarranted or incorrect assessments. Through its decision,
the Supreme Court  reinforced essential  legal  safeguards to  ensure fairness  in  the tax
assessment and collection process.


