G.R. No. 215534. April 18, 2016 (Case Brief / Digest)

### Title: Commissioner of Internal Revenue vs. Liquigaz Philippines Corporation

### Facts:

This case involves a series of tax assessments and disputes between the Commissioner of
Internal Revenue (CIR) and Liquigaz Philippines Corporation (Liquigaz). The procedural
journey to the Supreme Court began with Liquigaz receiving a Letter of Authority on July
11, 2006, for the investigation of its 2005 internal revenue taxes. Progressing through
various stages of tax assessment, including Notices of Informal Conference, Preliminary
Assessment Notice, and Formal Letter of Demand/Formal Assessment Notice, Liquigaz was
ultimately assessed deficiency withholding tax liabilities for 2005. Disagreeing with the
assessments, Liquigaz filed a protest and, upon receiving the Final Decision on the Disputed
Assessment (FDDA), escalated the matter to the Court of Tax Appeals (CTA) Division. The
CTA Division partially granted Liquigaz’s petition, leading to further appeals from both
parties to the CTA En Banc, which upheld the Division’s decision. The consolidated cases
eventually reached the Supreme Court on the issue of the validity of the tax assessments
against Liquigaz.

### Issues:

1. Whether the Final Decision on Disputed Assessment (FDDA) can be rendered void for
lacking in detailed explanation of the factual and legal bases of the assessment.
2. If an FDDA is found void, what is its effect on the tax assessment’s validity?

### Court’s Decision:

The Supreme Court dissected the issues, resulting in a nuanced elucidation of tax
assessment procedure law and due process requirements under the National Internal
Revenue Code (NIRC) and Revenue Regulations No. 12-99. For the FDDA to be valid, it
needed to thoroughly outline both the legal and factual bases for the assessment, a
foundational due process requirement to ensure taxpayers are properly informed. The Court
found the FDDA in question to be void due to its lack of detailed factual basis concerning
the Expanded Withholding Tax (EWT) and Fringe Benefits Tax (FBT) assessments, which
amounted to a denial of due process for Liquigaz. However, the assessment for Withholding
Tax on Compensation (WTC) was upheld, as it was determined that Liquigaz was sufficiently
informed of its basis.

Nonetheless, the Court illuminated an important distinction between an “assessment” and a
“decision” on a disputed assessment. It concluded that a void FDDA does not automatically
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invalidate the tax assessment. Therefore, while the FDDA was void in lacking detail on EWT
and FBT, these assessments remained valid and necessitated further examination on their
merits.

### Doctrine:

The Supreme Court clarified the necessity for an FDDA to explicitly state both the legal and
factual bases of a tax assessment, underlining Section 228 of the NIRC and Revenue
Regulations No. 12-99. A failure to do so renders the decision void, but does not
automatically invalidate the underlying assessment. The Court emphasized the
constitutional principle of proper notification as a facet of due process in the context of tax
assessment disputes.

### Class Notes:

- ¥*Key Concepts:** Tax Assessment Procedure, Due Process in Taxation, Distinction
between Assessment and Decision on Disputed Assessment.

- ¥*Legal Statutes & Provisions:**

- **Section 228, NIRC:** Mandates the requirement for the taxpayer to be informed in
writing of the law and facts on which the assessment is made.

- **Revenue Regulations No. 12-99:** Implements Section 228, elaborating on the
procedures and requirements for a valid tax assessment and subsequent decision.

- **Application:** The Supreme Court underscores that the procedural safeguards in tax
assessment, including sufficient written notice, are indispensable to comply with the due
process. This principle allows taxpayers to understand and challenge their assessments
effectively.

### Historical Background:

The intricacies of this case are set against the broader backdrop of Philippine tax law and
the administrative procedures established for dispute resolution within this legal
framework. The distinction between the assessment and the decision on a disputed
assessment elucidates critical aspects of tax administration, highlighting the evolution of
legal standards towards ensuring fairness and clarity in tax disputes.
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