G.R. No. 175651. September 14, 2016 (Case Brief / Digest)

**Title:** Pilmico-Mauri Foods Corp. vs. Commissioner of Internal Revenue

**Facts:**

Pilmico-Mauri Foods Corp. (PMFC), a corporation based in Cebu City, Philippines,
underwent a tax audit for the year 1996 conducted by Revenue Officer Eugenio D.
Maestrado. This resulted in the issuance of assessment notices demanding payment for
deficiencies in withholding taxes, value-added tax (VAT), and income tax amounting to a
total of approximately P9.76 million, inclusive of interest and other penalties. PMFC
protested these assessments through a letter to the Regional Director of Revenue Region
No. 13, Cebu City. Subsequently, the Commissioner of Internal Revenue (CIR) reduced
PMFC'’s tax liabilities to approximately P3.02 million.

Disagreeing with the CIR’s final decision, PMFC filed a petition for review with the Court of
Tax Appeals (CTA) on August 9, 2000. The case was centered around the lack of
substantiation for claimed deductions on purchases of raw materials and other expenses,
among others. Both the CTA’s First Division and its en banc court affirmed the tax
assessments but reduced the amount slightly to P2.80 million plus interests. PMFC then
availed of the CIR’s tax abatement program, paying P1.10 million as basic deficiency tax
while awaiting approval, which could potentially moot the resolution of this petition.

**[ssues:**

1. Whether PMFC was deprived of due process when the CTA based its ruling on legal
provisions not cited by the CIR in its assessments.

2. Whether the deductions claimed by PMFC for purchases of raw materials were properly
substantiated in accordance with the National Internal Revenue Code (NIRC) of 1977.

3. Whether the application of Revenue Regulation No. 15-2006’s abatement program affects
the resolution of this case.

**Court’s Decision:**

The Supreme Court denied PMFC’s petition, affirming the CTA’s decisions with
modifications regarding interest rates. The Court found no due process violation,
emphasizing that the issue of substantiating deductions was comprehensively discussed
during the proceedings. The Court also highlighted that tax laws and regulations, including
the requirement to substantiate deductions with sufficient evidence like official receipts,
must be strictly complied with. Furthermore, the Court addressed the procedural matter of
PMFC'’s availing of the tax abatement program but did not find it sufficient to render the
case moot, as no final termination letter from the CIR was presented.
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**Doctrine:**

The Court reiterated the importance of substantiating claimed deductions for tax purposes
with sufficient evidence, as required under the National Internal Revenue Code. It also
confirmed that compliance with mandatory record-keeping and substantiation requirements
is crucial for the proper assessment and collection of taxes.

**Class Notes:**

- The necessity of substantiating deductions with sufficient evidence, such as official
receipts or adequate records, to meet tax law requirements.

- The principle that tax assessments by the CIR can be based on different provisions of tax
law than those originally cited, as long as due process is observed.

- Understanding the impact of availing tax relief programs on pending tax litigations.

- The importance of compliance with the invoicing requirements under Section 238 of the
NIRC of 1977 for claiming deductions.

**Historical Background:**

This case reflects the continuous efforts of the Philippine tax authorities to enforce
compliance with tax laws and regulations, particularly on substantiation requirements for
tax deductions. It demonstrates the legal processes available for taxpayers to contest tax
assessments and the intricate balance between the taxpayers’ rights and the state’s interest
in collecting lawful revenues.
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