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SINGH, J.:

Thisis a Petition for Review on Certiorari[1] under Rule 45 of the Rules of Court filed by the Commissioner of
Internal Revenue (CIR) assailing the Decision,[2] dated June 21, 2021, and the Resolution,[3] dated March 18,
2022, of the Court of Tax Appeals (CTA) En Banc in CTA E.B. No. 2090. The CTA En Banc affirmed the CTA
Second Division's Decision,[4] dated March 25, 2019, and the Resolution,[5] dated June 4, 2019, in CTA Case
No. 9550, which cancelled the deficiency Documentary Stamp Tax (DST) assessment issued against respondent
Standard Insurance Co., Inc. (Standard Insurance) for taxable year 2001 on the ground of prescription. The CIR
now seeks to reinstate the assessment, raising issues regarding the CTA's consideration of a new issue on the
validity of the Letter of Authority (LOA), the existence of a valid LOA for the revenue officers who conducted
the audit, and the timeliness of the government's collection efforts.

The Facts

On December 5, 2002, the Bureau of Internal Revenue (BIR) issued LOA No. 19283 authorizing Revenue
Officers (ROs) Jocelyn Quevedo and Gemma Aguila, under Group Supervisor Carolina Realin, to examine the
books of accounts and other accounting records of Standard Insurance for all internal revenue taxes for the taxable
year 2001. Pursuant to this LOA, the designated ROs conducted an audit and, on June 2, 2003, submitted a
Memorandum finding Standard Insurance liable for certain deficiency taxes, including a deficiency DST of PHP
1,531,864.15, among others. Standard Insurance promptly paid al the deficiency amounts identified in this report.
Consequently, on June 26, 2003, the Regional Director issued a Letter of Termination declaring the case under
LOA No. 19283 closed and terminated.[ 6]

However, only a few weeks later, by Letter, dated August 5, 2003, the same Regional Director recalled and set
aside the Letter of Termination. It was discovered on August 4, 2003 that the BIR National Office had earlier
issued a computerized Letter Notice (LN) No. 067-021 to Standard Insurance flagging a discrepancy in its DST
payments for 2001. To reconcile the findings in the LN with the previous audit, the BIR reopened the
investigation, specifically with respect to DST on Standard I nsurance's 2001 transactions.[7]

After the recall of the Letter of Termination, a further DST audit was conducted, this time by revenue officers
who were not named in the origina LOA. ROs Nina Espiritu and Roberto Libardo submitted separate Audit
Reports indicating a basic deficiency DST of PHP 109,109,067.70, which became the basis for the issuance of
corresponding Preliminary Assessment Notices (PANS), dated October 7, 2003. Thereafter, RO Gloria Maliwanag
prepared another DST Audit Report finding a basic deficiency DST of PHP 111,464,773.88. This report in turn
led to an Amended PAN, dated March 24, 2004, and a Final Assessment Notice (FAN) No. 34-2001, dated May
5, 2004, assessing Standard Insurance a total deficiency DST liability of PHP 218,904,053.18 for the year 2001.
The PANs and FAN themselves bore the names and signatures of ROs Espiritu, Libardo, and Maliwanag—none of
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whom were among those originally authorized under LOA No. 19283.[8]

Standard Insurance protested the DST assessments in accordance with Section 228[9] of the National Internal
Revenue Code (NIRC) and applicable regulations. Between October 2003 and May 2004, it filed a series of
protest letters and supplemental protests, challenging the findings and providing explanations, but these protests
did not explicitly raise any issue regarding the authority of the revenue officers. Notably, the protest |etters merely
sought a re-evaluation of the assessment based on existing records, without offering new evidence, thus indicating
they were in the nature of requests for reconsideration rather than reinvestigation.[10]

For an extended period, the CIR did not act decisively on the protest. The next significant action came years later.
On January 31, 2017, nearly 13 years after the FAN, the CIR issued a Final Decision on Disputed Assessment
(Final Decision) denying Standard Insurance's protest and reiterating the demand for payment of the deficiency
DST amount of PHP 218,904,053.18. Standard Insurance received the Final Decision and, within the
reglementary period, filed a Petition for Review with the CTA and an urgent motion to dispense with the surety
bond requirement. The case was raffled to the CTA Second Division.[11]

On March 25, 2019, the CTA Second Division rendered its Decision[12] granting Standard Insurance's Petition.
The CTA Second Division found that the government's right to collect the deficiency DST had prescribed by
operation of law, given the inaction and delay of the BIR. It ruled that the FAN was issued on May 5, 2004, and
the BIR had five years from that date, or until May 4, 2009, to collect the assessed tax through judicial action or
summary remedies, pursuant to Section 222(c)[13] of the NIRC. Since the BIR's first unequivocal attempt to
enforce collection through the Final Decision in 2017 came long after the lapse of the five-year period, the
government's right to collect was time-barred. Accordingly, the CTA Division declared the assessment and the
CIR's final demand void and of no effect, and it ordered the cancellation of FAN No. 34-2001 for DST.[14] The
CIR's Motion for Reconsideration was denied on June 4, 2019.[15]

The CIR elevated the matter to the CTA En Banc, principally arguing that the CTA Division erred in ruling that
prescription had set in.[16] On June 21, 2021, the CTA En Banc rendered the assailed Decision[17] denying the
CIR's Petition and affirming the CTA Division's ruling. Notably — and central to an issue now before the
Court—the CTA En Banc, on its own initiative, addressed an issue that had not been explicitly raised by either
party: whether the revenue officers who continued the DST audit and whose findings led to the DST assessment
in question were duly authorized by a valid LOA. The CTA En Banc answered this in the negative, holding that
the absence of an LOA covering the ROs who issued the PAN, Amended PAN, and FAN rendered the assessment
void ab initio. The CTA En Banc cited Section 13[18] of the NIRC and BIR administrative issuances requiring a
separate LOA for any reassigned examination, and it concluded that the failure to issue a new LOA when new
officers took over the audit was fatal to the assessment's validity.[19] The CTA En Banc went on to affirm that, in
any event, the right to collect had prescribed, as earlier held by the CTA Second Division.[20] The CIR's Motion
for Reconsideration was denied on March 18, 2022.[21] Hence, the CIR filed the present Petition.

Arguments of the Petitioner

The CIR contends that the CTA En Banc acted beyond its authority and violated the CIR's right to due process
when it considered and ruled upon the issue of the lack of a proper LOA for the revenue officers who conducted
the DST audit, an issue allegedly never raised by the partiesin their pleadings or during trial. The CIR argues that
granting relief on a ground not raised by respondent or not put in issue during the proceedings is improper and
violative of the basic tenets of fair play.[22]

The CIR argues that, in any case, the requirement of an LOA for the revenue officers was substantially complied
with. It asserts that the original LOA was valid and that the subsequent audit by different examiners was
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authorized through an LN or internal memoranda. The CIR maintains that the absence of a new LOA did not
invalidate the assessment, implying that the LN and the sign-offs by superior officers sufficed to clothe the
subsequent examiners with authority to examine respondent's books.[23]

The CIR further contends that the five-year prescriptive period to collect the assessed DST did not |apse, because
the running of the period was suspended by certain acts attributable to Standard Insurance. In particular, the CIR
points to: (1) a Letter, dated January 21, 2005 from Standard Insurance requesting the BIR to hold in abeyance
any collection or enforcement of the assessment while the protest was pending, which request the BIR allegedly
granted; and (2) the pendency of Standard Insurance's administrative motion for reconsideration of the
assessment, which the CIR treats as having tolled the prescriptive period. The CIR posits that these actions
interrupted or extended the period to collect, and the Final Decision issued in 2017 was therefore timely and
enforceable.[24]

Arguments of the Respondent

Standard Insurance maintains that the entire DST assessment is void because the revenue officers who handled the
investigation after August 2003 had no valid LOA specifically authorizing them to examine its records. This,
according to Standard Insurance, violated the clear mandate of law that no examination of a taxpayer may be
conducted without an LOA, as well as BIR's own regulations, specifically Revenue Memorandum Order (RMO)
No. 43-90,[25] which require the issuance of a new LOA whenever a case is reassigned to a new examiner. Since
the FAN was issued by unauthorized officers, Standard Insurance asserts that it is null and void, and any
proceeding to enforce it is necessarily without legal basis.[26]

Standard Insurance also echoes the CTA's ruling that the government's right to collect the 2001 deficiency DST is
barred by prescription. It argues that the BIR had only until May 2009 to collect from it, but failed to do so.
Standard Insurance denies that any valid suspension of the prescriptive period occurred. It emphasizes that it
never executed any waiver of the statute of limitations, and that its requests were for reconsideration and not
reinvestigation of the assessment—which, by jurisprudence and regulation, do not suspend the running of the
period to collect. Standard Insurance further contends that its January 21, 2005 letter cannot be deemed a waiver
or alegal prohibition that would halt the running of prescription, but was merely a plea for temporary forbearance
that does not fall under any of the exceptions in the NIRC. Finally, Standard Insurance underscores the inequity of
the CIR's inaction for over a decade, arguing that the Final Decision in 2017, issued more than 13 years after the
assessment, is not only time-barred but also unjust and oppressive, amounting to a denial of due process.[27]

The Issues
First, did the CTA En Banc commit reversible error in considering the LOA issue on its own initiative, thereby
depriving the CIR of due process?

Second, is the deficiency DST assessment for taxable year 2001 valid despite the absence of a specific LOA
authorizing the examiners who continued the audit after the original LOA had been closed or terminated?

Finally, has the government's right to collect the assessed DST prescribed, or was the running of the prescriptive
period effectively suspended by the taxpayer's own acts?

The Ruling of the Court

CTA's authority to consider related issues on its own initiative

The CIR's first assignment of error concerns the CTA En Banc's consideration of the LOA issue even though it
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was not expressly raised by the parties at the Division or in the appeal. The CIR argues that this amounted to
adjudicating a question outside the scope of the pleadings, thereby depriving the tax authority of the opportunity
to be heard on that point.

The Court is not persuaded.

The Court has had occasion to uphold the authority of the CTA—a specialized court—to consider, on its own
initiative, matters necessary for the complete adjudication of the case, even if not specifically raised by the parties,
so long as these are closely related to the issues presented. This authority finds explicit support in the CTA's
Revised Rules.

Rule 14, Section 1[28] of the Revised Rules of the Court of Tax Appealq29] (RRCTA) provides in no uncertain
terms that: "In deciding the case, the Court may not limit itself to the issues stipulated by the parties but may also
rule upon related issues necessary to achieve an orderly disposition of the case.”

In Commissioner of Internal Revenue v. Lancaster Philippines, Inc.[30] and Commissioner of Internal Revenue v.
Y umex Philippines Corporation,[31] the Court sustained the CTA's power to resolve even those matters not raised
by the parties if they are material to the final determination of the case. In particular, in Lancaster, the taxpayer
similarly did not question the authority of the revenue officers during the trial, yet the CTA Division and En Banc
considered that issue because it went to the very validity of the assessment. The Court categorically ruled that the
CTA was "well within its authority to consider in its decision the question on the scope of authority of the revenue
officers who were named in the LOA even though the parties had not raised the same in their pleadings or
memoranda,”[32] and that the CTA En Banc was correct in sustaining such aruling.

Likewise, in Yumex, the Court approved the CTA Division's action in ruling on a due process issue (denial of due
process in the issuance of the assessment) even if it was not expressly raised in the petition, because the validity
of the assessment "necessarily requires the determination of the matter of the proper issuance of said assessment
in accordance with the requirements of due process."[33] Stated otherwise, issues regarding whether an
assessment was made in the manner prescribed by law, for example, whether the requisite authority was obtained
or whether due process notice requirements were observed, are inextricably intertwined with the very question of
the validity and enforceability of the assessment. The CTA does not err when it considers such related questions,
asthey are often necessary to achieve an orderly and complete disposition of the case.

Here, the issue of the ROs' authority to conduct the DST audit is patently a related issue to the main questions of
the validity of the tax assessment and the enforceability of the tax collection. The CTA En Banc explained that it
raised the LOA question in order to fulfill its duty to decide the case on the correct legal grounds. The Court finds
no fault in this approach. While it isindeed a general rule in ordinary civil proceedings that a court should refrain
from granting relief not prayed for or beyond the issues presented, that principle is not absolute. The RRCTA
explicitly carves out an exception for the CTA to address related issues as justice and completeness may require.
Tax cases often involve public interest and the observance of strict procedural requirements imposed on the taxing
authority; the CTA is mandated by its rules—and by sound adjudicative policy—to consider such matters to ensure
that a taxpayer is not made to suffer avoid or unjust assessment by technical waiver or omission.

Moreover, the Court does not regard the CIR as having been denied due process by the CTA En Banc's resolution
of the LOA issue. The essence of due process is simply the opportunity to be heard. In the proceedings below,
especialy at the CTA En Banc stage, the CIR was afforded the chance to comment on or rebut respondent’s
arguments and the Division's findings. The absence of prior pleading on the LOA issue did not prejudice the CIR's
ability to argue its stance—indeed, the CIR thoroughly addressed the point in its Motion for Reconsideration before
the CTA En Banc, albeit unsuccessfully. In any event, the question of whether the assessment was issued by duly
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authorized examinersis alegal one, determined on the face of the records (i.e., the existence or non-existence of a
pertinent LOA). The CIR cannot plausibly claim unfair surprise by the CTA En Banc's consideration of what is
fundamentally a matter of law and record. Courts are not hidebound by the parties blind spots; if the proceedings
reveal a fundamental issue that could dispose of the case, the court is entitled to consider it—especialy in tax
cases, where officials must demonstrate scrupulous compliance with legal requirements in depriving a citizen of
their property.

In sum, the CTA En Banc acted within its authority under Rule 14, Section 1 of the RRCTA when it ruled on the
LOA issue, and no violation of the CIR's right to due process occurred thereby.

Validity of the DST assessment in the absence of a proper LOA

It is afundamental rule in Philippine tax law that no revenue officer has the power to examine a taxpayer's books
or recommend the assessment of deficiency taxes without proper authority. The NIRC itself, in Section 6(A),[34]
vests the power to examine taxpayers in the CIR and his duly authorized representatives. Section 13 of the NIRC
further specifies that a revenue officer may perform an examination of ataxpayer's books of accounts "pursuant to
aLetter of Authority issued by the Revenue Regional Director” having jurisdiction. Jurisprudence has consistently
held that an LOA is the formal instrument by which the Commissioner or his or her delegate empowers named
revenue officers to conduct an audit of a particular taxpayer for a particular period and purpose. Absent such
authority, any examination of the taxpayer is a usurpation of power and any assessment arising from it is a
nullity.[35]

In Medicard Philippines, Inc. v. Commissioner of Internal Revenue,[36] the Court underscored the importance of
the LOA and pronounced in no uncertain terms that "there must be a grant of authority before any revenue officer
can conduct an examination or assessment. Equally important is that the revenue officer so authorized must not go
beyond the authority given. In the absence of such an authority, the assessment or examination is a nullity."[37]
The Court rebuked the notion that an LOA could be dispensed with merely because the examiners did not
physically examine the taxpayer's own books on-site; even if the assessment was done by examining third-party
records or through correspondence, the requirement of prior authority still applies. The lack of an LOA was held
to violate the taxpayer's right to due process and rendered the assessment void ab initio.[38] Similarly, in
Commissioner of Internal Revenue v. Sony Philippines, Inc.,[39] the Court declared that examinations by officers
acting without an LOA or beyond the scope of an LOA are unauthorized and the resulting assessments are
invalid.[40]

Equally pertinent is the internal rule of the BIR found in RMO No. 43-90, which lays down the procedures and
policies for issuing Letters of Authority. Notably, paragraph C(5) of the RMO provides that "[a]ny
re-assignment/transfer of cases to another revenue officer(s) ... shall require the issuance of anew [LOA]," with a
notation of the previous LOA number and date of issue. This means that if the originally assigned examiner is
replaced by another, the new examiner must be clothed with an LOA of his or her own before continuing the
audit. The obvious purpose of this requirement is to prevent "hidden" or unauthorized examinations by officers
who have not been specifically named by the issuing authority. It ensures that the taxpayer knows who exactly is
examining him or her and that each examining officer is accountable under aformal mandate.

In the present case, it is undisputed that the DST assessment was the result of audit work undertaken by ROs
Espiritu, Libardo, and Maliwanag—none of whom were listed in LOA No. 19283 that had been issued for Standard
Insurance's 2001 taxable year. The origina LOA named only ROs Quevedo and Aguila (with their supervisor),
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and that audit was concluded—even to the point of a Letter of Termination—before being reopened for the DST
discrepancy. Y et when the case was effectively re-assigned to the new set of ROs for further DST investigation,
no new LOA was ever issued to cover their authority. The records are bare of any LOA naming ROs Espiritu,
Libardo or Maliwanag, and the CIR has not produced any document to prove that such an LOA exists. Instead, the
CIR banked on the fact that an LN was issued by the Commissioner and on the subsequent internal
communications, such as the audit reports and the approval by higher officials, to justify the new examiners
actions.

Unfortunately for the CIR, an LN is not a substitute for an LOA. The Court has held that a computerized LN
merely informs a taxpayer of a discrepancy and urges voluntary compliance; it is not an authority to examine and
does not empower an RO to conduct an audit without an LOA.[41] The BIR's own issuances, RMO 30-2003[42]
and RMO 42-2003,[43] distinguish an LN from a formal LOA. Thus, the LN in this case could not and did not
authorize ROs Espiritu, et al., to investigate Standard Insurance's DST liabilities. Likewise, internal BIR
memoranda or audit workload assignments cannot take the place of the statutorily required LOA. An LOA is
issued to the taxpayer and gives notice of who will examine its books; a mere office memo reassigning acaseto a
different officer, without the taxpayer's knowledge or a corresponding LOA, is ineffectual as to the taxpayer's
obligation to comply.

The absence of a new LOA upon the re-assignment of the DST audit to the new revenue officers is a clear
violation of Section 13 of the NIRC and of RMO 43-90. The Court agrees with the CTA En Banc that this defect
is fatal to the assessment. The law and regulations contemplate no room for substantial compliance in this regard.
Compliance in form (i.e., the issuance of a written authority) and in substance (authorization of the specific
individuals conducting the audit) is mandatory. As the CTA En Banc aptly observed, "all audit investigations
must be conducted by a duly designated RO authorized ... pursuant to an LOA. In case of re-assignment or
transfer of cases to another RO, it is mandatory that a new LOA shall be issued ... In the absence of such
authority, the assessment or examination is a nullity."[44] The Court cannot turn a blind eye to the BIR's own
disregard of its rules designed to ensure regularity and fairnessin tax assessments.

The CIR's arguments attempting to excuse the lack of an LOA are unavailing. That the original audit was covered
by an LOA does not save the subsequent one; each audit assignment must stand on its own authority. The CIR's
suggestion that the outcome would have been the same or that the new examiners were merely finishing what the
original examiners started is immaterial—tax audits are person-specific, as well as taxpayer and period-specific. It
isthe grant of authority to a named officer that defines the legitimacy of the audit, not the abstract existence of an
investigation. The Court has emphasized that the LOA requirement is not a mere technicality but a basic
procedural requirement, the non-observance of which invalidates the assessment.[45] In this case, the ROs who
carried out the critical portion of the examination leading to the huge DST deficiency assessment had no authority
to do so. Accordingly, the assessment they issued bears no legal fruit.

It is well to recall that an invalid assessment bears no valid fruit.[46] All proceedings predicated on a void
assessment, including the Final Decision of the CIR dated January 31, 2017, are likewise void and of no effect.
The BIR cannot legally collect on an assessment that has no valid basis in the first place. To alow the
enforcement of a void assessment would violate the cardinal principle of administrative due process that taxpayers
should only be made to pay what is legally and properly due, pursuant to assessments issued in strict compliance
with the law.

For the above reasons, the Court upholds the CTA En Banc's ruling that the deficiency DST assessment against
Standard Insurance is null and void for want of avalid LOA authorizing the examiners who made the assessment.
This aoneis sufficient to strike down the assessment. However, even assuming arguendo that the assessment was
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not void on that ground, the government's case would still falter because the right to collect the assessed tax had
aready prescribed.

Prescription of the government's right to collect the deficiency DST

The CTA Second Division and En Banc both held that the government's right to collect the assessed DST for
2001 is barred by the statute of limitations. The CIR disputes this conclusion, insisting that prescription was tolled
or interrupted. It is therefore necessary to review the applicable prescriptive periods and whether any suspension
of the period to collect occurred under the facts of this case.

a. Prescriptive periods for assessment and collection under the NIRC

The NIRC of 1997, as amended, provides in general that internal revenue taxes must be assessed within three
years from the last day prescribed by law for the filing of the return or from the actual date of filing, if later,[47]
except in cases of false or fraudulent returns or failure to file a return where a 10-year period applies.[48] In other
words, the BIR normally has three years to assess a tax, unless exceptional circumstances justify alonger period.
When an assessment is issued within this ordinary three-year period, the government is not given an indefinite
time to collect the tax. Rather, the CIR has a correspondingly limited period of three years from the date of
assessment to collect the tax by distraint, levy, or court proceeding.[49] In Commissioner of Internal Revenue v.
Court of Tax Appeals Second Division,[50] the Court clarified that the five-year collection period provided in
Section 222(c) of the NIRC applies only to assessments issued under the extraordinary 10-year prescriptive
period, such as in cases of afase or fraudulent return or a failure to file a return, or when the normal period is
extended by avalid waiver. For assessments made within the standard three-year period, the proper period for the
BIR to initiate collection is three years from the time the assessment notice is released, mailed, or sent to the
taxpayer.[51]

In the present case, the FAN for the 2001 deficiency DST was released and mailed on May 5, 2004, well within
the three-year period from the filing of Standard Insurance's 2001 tax return. Accordingly, the BIR had only until
May 5, 2007 to initiate collection of the assessed tax, absent any circumstance that validly suspended or extended
the prescriptive period. Even assuming arguendo that the longer five-year period were applicable, as in an
extraordinary case under Section 222, that period would have expired on May 5, 2009. Thus, under either
computation, the deadline for the government to collect from Standard I nsurance had long lapsed.

It is undisputed that the BIR did not initiate any such collection action within that period. The record shows no
warrant of distraint or levy was served on Standard Insurance by May 2007, nor was any collection case filed in
court. In fact, after the FAN was issued in 2004, the next concrete action by the BIR to enforce collection was the
Final Decision dated January 31, 2017, which was a letter denying the protest and demanding payment. By that
time, more than twelve years had elapsed since the assessment, and the government's right to collect was
unquestionably barred by prescription.

b. No suspension of the period occurred: the taxpayer's acts did not toll prescription.
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The CIR invokes two circumstances to avoid the bar of prescription: (1) Standard Insurance's letter dated January
21, 2005, which requested the BIR to hold any enforcement of collection in abeyance pending administrative
review; and (2) Standard Insurance's filing of a motion for reconsideration of the assessment (i.e, its
administrative protest and subsequent communications), which the CIR appears to equate with a request for
reinvestigation. The CIR argues that these actions fall under the exceptions in Section 223 of the NIRC which
suspend the running of prescription.

The Court has examined the cited provision and the record, and the Court finds the CIR's position untenable.
Section 223 of the NIRC enumerates specific instances when the running of the statute of limitations on
assessment and on collection is suspended. Pertinently, the law provides that the prescriptive period for making a
collection by distraint or court proceeding shall be suspended: (@) for the period during which the Commissioner
is prohibited from making the assessment or beginning distraint or levy or a proceeding in court, and for 60 days
thereafter; (b) when the taxpayer requests for a reinvestigation which is granted by the Commissioner; (c) when
the taxpayer cannot be located in the address given; (d) when the warrant of distraint or levy is served upon the
taxpayer, his or her authorized representative, or amember of his or her household with sufficient discretion, and
no property is found; and (€) when the taxpayer is out of the Philippines.[52] These grounds are limitative and
must be strictly construed, as they provide exceptions to the statute of limitations which is designed to protect
taxpayers from stale claims.

Standard Insurance's polite request to "hold in abeyance" collection clearly does not fall under any of the
above-quoted scenarios. There was no injunction or court order prohibiting the BIR from collecting. Indeed,
nothing legally prevented the CIR from issuing a warrant of distraint or levy during the period allowed, except
perhaps its own consideration of the taxpayer's plea. The word "prohibited” in Section 223 connotes a legal
prohibition, such as an injunction or a statutory bar. A mere letter from the taxpayer, lacking any force of law, did
not forbid the BIR from initiating collection remedies. At most, the BIR acceded to the request as a matter of
grace or convenience; but such forbearance is voluntary and not under compulsion of law. Thus, where the
Commissioner was not legally prevented or enjoined from collecting, the first ground for suspension does not
apply. If the CIR chooses not to act, that is the CIR's prerogative, but the prescriptive period continues to run in
the meantime.

Likewise, Standard Insurance's letter cannot be treated as a waiver of the statute of limitations. A waiver of
prescription under the NIRC must be embodied in a written agreement between the taxpayer and the BIR,
expressly extending the period to assess or collect to a definite date.[53] It is not smply arequest or an expression
of willingness to pay later; it isaformal renunciation of the taxpayer's right to invoke prescription as of an agreed
extension period. The Court strictly construes such waivers against the BIR, and any ambiguity is taken against
the government.

Here, the January 21, 2005 letter of Standard Insurance does not contain any statement waiving prescription or
agreeing to extend the period. It merely asked the BIR not to enforce collection measures while the protest was
unresolved. That is not equivalent to an agreement to extend the period to collect. Asthe CTA En Banc correctly
noted, there was no categorical nor unequivocal statement in the letter that Standard Insurance was waiving the
statute of limitations.[54] Therefore, the letter cannot be deemed a waiver that stopped the clock.

The second ground invoked by the CIR—a supposed request for reinvestigation—is equally without merit. Section
223 suspends prescription when "the taxpayer requests for a reinvestigation which is granted by the
Commissioner." Jurisprudence draws a crucial distinction between a request for reinvestigation and a request for
reconsideration. A reinvestigation involves the presentation of newly discovered or additional evidence, requiring
a fresh examination of the issues of fact; it naturally tolls prescription because it leads the Commissioner to hold
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the case in abeyance while new information is gathered and evaluated. A reconsideration, on the other hand, is
merely a plea to re-evaluate the assessment based on existing records or on issues of law, and does not entail the
delay inherent in gathering new evidence. Thus, only arequest for reinvestigation has the effect of suspending the
period for collection, whereas a request for reconsideration does not.[55]

In this case, Standard Insurance's administrative protests were, by their nature and the evidence on record,
requests for reconsideration, not reinvestigation. The CTA found, and the CIR's own witness admitted, that
Standard Insurance did not submit any newly discovered evidence in support of its protests.[56] The various
protest letters in 2003 to 2004 were appeals to review or cancel the assessment on legal and factual grounds
aready known, such as the alleged denia of due process and substantive arguments on the taxability of certain
items. There was no indication that Standard Insurance sought a reopening of the case to present additional
evidence that would necessitate a reinvestigation by the BIR. Indeed, the CIR's Final Decision itself explicitly
referred to Standard's submissions as a request for reconsideration of the denia of its protest.[57] This
characterization by the CIR is binding on it. Since there was no reinvestigation request granted by the CIR, the
ground for suspension under Section 223 does not apply. Accordingly, the running of the prescriptive period for
collection was not tolled by the pendency of the protest or by the motion for reconsideration filed by the taxpayer.

The other grounds for suspension (taxpayer cannot be located; service of warrant with no distrainable assets;
taxpayer's absence from the Philippines)[58] are admittedly not applicable here. Standard Insurance was at all
times available at its given address, and the BIR never attempted to serve awarrant until it was too late.

In fine, none of the conditions for suspending the prescriptive period to collect is present in this case. The
three-year clock ran uninterrupted from the time the FAN was issued in May 2004. When no collection was
initiated by May 2007, the government's right to collect the alleged deficiency DST effectively expired. By the
time the CIR issued the Final Decision in January 2017, essentially a renewed demand for payment, that right had
long been extinguished by prescription. The belated demand could not resurrect a dead tax claim.

c. Effect of prescription: the tax obligation is extinguished

The statute of limitations on the collection of taxes is not a mere technical defense but a substantial right,
legislatively designed to afford protection to the taxpayer against unreasonable and stale claims. When the
government sleeps on its right and lets the prescribed period elapse, it loses the remedy and the taxpayer gains a
right to finality. In Bank of the Philippine Islands v. CIR,[59] the Court stressed that the law on prescription
should be liberally construed in favor of the taxpayer, and that the exceptions or grounds for suspension should be
strictly construed.[60] The inaction of the BIR for an inordinate length of time, to the prejudice of the taxpayer
who is entitled to certainty and repose, cannot be simply brushed aside.

Furthermore, as elucidated by the Court in Republic of the Philippinesv. Ablaza:[61]

The law prescribing a limitation of actions for the collection of the income tax is beneficial both to the
Government and to its citizens; to the Government because tax officers would be obliged to act promptly in the
making of assessment, and to citizens because after the lapse of the period of prescription citizens would have
a feeling of security against unscrupulous tax agents who will always find an excuse to inspect the books of
taxpayers, not to determine the latter's real liability, but to take advantage of every opportunity to molest
peaceful, law-abiding citizens. Without such legal defense[,] taxpayers would furthermore be under obligation
to always keep their books and keep them open for inspection subject to harassment by unscrupulous tax
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agents. The law on prescription being a remedial measure should be interpreted in away conducive to bringing
about the beneficient purpose of affording protection to the taxpayer within the contemplation of the
Commission which recommend the approval of the law.[62] (Emphasis supplied)

The present case exemplifies why the statutes of limitation are in place. The deficiency DST assessment was
issued in 2004, and Standard Insurance promptly challenged it. The BIR then let more than a decade pass without
taking action to enforce collection or to finally resolve the protest. It was only in 2017, by which time key officers
may have changed and documents could have been lost or faded, that the CIR decided to issue afinal demand. By
then, the taxpayer had been lulled into a false sense of security that perhaps the BIR had dropped its claim. To
permit the BIR to revive the assessment after such along silence would be fundamentally unfair. The right of the
BIR to collect is never endless, inexhaustible, nor absolute. It does not have an indefinite period of time within
which to collect taxes, considering that from the date of receipt of the FAN issued, the prescriptive period within
which it could exercise its right to collect began to set in. The BIR had its chance and it blew it. The law then
stepsin to declare the tax obligation extinguished due to the government's inaction.

It is worth noting that in BPI, which involved a DST assessment as well, the Court found the government's right
to collect prescribed when the BIR's warrant of distraint was served four days beyond the three-year period then
applicable. The Court enunciated:

In the present Petition, there is no controversy on the timeliness of the issuance of the Assessment, only on the
prescription of the period to collect the deficiency DST following its Assessment. While Assessment No.
FAS-5-85-89-002054 and its corresponding Assessment Notice were both dated 10 October 1989 and were
received by petitioner BPI on [October 20,] 1989, there was no showing as to when the said Assessment and
Assessment Notice were released, mailed or sent by the BIR. Still, it can be granted that the latest date the BIR
could have released, mailed or sent the Assessment and Assessment Notice to petitioner BPl was on the same
date they were received by the latter, on [October 20,] 1989. Counting the three-year prescriptive period, for a
total of 1,095 days, from [October 20,] 1989, then the BIR only had until [October 19,] 1992 within which to
collect the assessed deficiency DST.

The earliest attempt of the BIR to collect on Assessment No. FAS-5-85-89-002054 was its issuance and
service of a Warrant of Distraint and/or Levy on petitioner BPI. Although the Warrant was issued on [October
15,] 1992, previous to the expiration of the period for collection on [October 19,] 1992, the same was served
on petitioner BPI only on [October 23,] 1992.

Under Section 223(c) of the Tax Code of 1977, as amended, it is not essentia that the Warrant of Distraint
and/or Levy be fully executed so that it can suspend the running of the statute of limitations on the collection
of the tax. It is enough that the proceedings have validly began or commenced and that their execution has not
been suspended by reason of the voluntary desistance of the respondent BIR Commissioner. Existing
jurisprudence establishes that distraint and levy proceedings are validly begun or commenced by the issuance
of the Warrant and service thereof on the taxpayer. It is only logical to require that the Warrant of Distraint
and/or Levy be, at the very least, served upon the taxpayer in order to suspend the running of the prescriptive
period for collection of an assessed tax, because it may only be upon the service of the Warrant that the
taxpayer is informed of the denial by the BIR of any pending protest of the said taxpayer, and the resolute
intention of the BIR to collect the tax assessed.

If the service of the Warrant of Distraint and/or Levy on petitioner BPl on [October 23,] 1992 was already
beyond the prescriptive period for collection of the deficiency DST, which had expired on [October 19,] 1992,
then what more the letter of respondent BIR Commissioner, dated [August 13,] 1997 and received by the
counsel of the petitioner BPI only on [September 11,] 1997, denying the protest of petitioner BPl and
requesting payment of the deficiency DST? Even later and more unequivocally barred by prescription on
collection was the demand made by respondent BIR Commissioner for payment of the deficiency DST in her
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Answer to the Petition for Review of petitioner BPI before the CTA, filed on [December 8] 1997.[63]
(Emphasis supplied)

In the present case, the delay is not a matter of days but years; the final demand came almost 10 years past the
three-year deadline. If prescription could operate to bar collection in BPI, despite the taxpayer's protest and even
waivers executed, all the more should it bar the CIR here. The government's neglect materially and substantially
violated rights vested by our taxation laws on a taxpayer by virtue of extinctive prescription. To rule otherwise
would undermine the very purpose of having prescriptive periods, and would countenance bureaucratic sloth to
the detriment of citizens.

Finally, the CIR's citation of Collector v. Suyoc Consolidated Mining,[64] an old case on estoppel due to the
taxpayer's requests, is misplaced. Standard Insurance's conduct cannot be seen as inducing the BIR to delay
collection. On the contrary, Standard consistently pressed for resolution, albeit asking that actual collection be
deferred until the protest was decided. The CTA found no evidence that Standard Insurance did anything to
mislead the BIR or cause it to refrain from collecting, aside from legitimately pursuing its administrative
remedies. Indeed, after the protest in 2004, the CIR was free to act, either to deny it promptly, or to partially grant
it, or even to garnish assets subject to the protest. The prolonged delay was solely of the BIR's choosing or
neglect. Under these circumstances, there is no equitable reason to prevent Standard Insurance from invoking
prescription. Estoppel against a taxpayer's assertion of prescription can arise only in clear cases of the taxpayer's
bad faith, which are not present here.

On the CIR's Final Decision and alleged delay amounting to denia of due process

Standard Insurance additionally argues that the Final Decision issued in 2017, coming after an unreasonable
delay, was oppressive and should be struck down on that account alone. While the Court has resolved the
enforceability of that decision on the legal ground of prescription, the Court deems it proper to make a brief
observation on the issue of administrative delay.

Revenue officers and the Commissioner would do well to heed that justice delayed is justice denied, even in
taxation. The CIR sat on Standard Insurance's case for over a decade, leaving the taxpayer in limbo. Such inaction
is not only detrimental to the public treasury, as the government's chance to timely collect was lost, but aso
inconsiderate of the taxpayer's right to a prompt disposition of its protest. The Regulations implementing the
NIRC, specifically, Revenue Regulation No. 12-99,[65] prescribe periods for the Commissioner to act on protests
(180 days from submission of documents, under Section 228 of the NIRC). These were ignored. The Court echoes
the CTA En Banc's sentiment that the BIR's 13-year delay in finally disposing of Standard Insurance's protest is
deplorable. It offends the basic tenets of fairness and due process. One cannot simply wait out the taxpayer and
then demand payment when memory of the facts has gone stale. This is precisely why the law imposes
prescriptive periods. While tax collection is vital to government, it must be accomplished with regard for lawful
procedure and basic fairness. The State must observe not only the power to tax, but the duty to do so with
reasonabl e dispatch.

In sum, even if the DST assessment were not void for want of authority, the government's right to collect on it had
already prescribed long before the CIR's belated final action. On either ground—nullity of assessment or
prescription—Standard I nsurance was entitled to the cancellation of the assessment. The CTA Second Division and
En Banc committed no reversible error in so ruling.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 11 of 17
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library G.R. No. 259729, November 17, 2025

Before closing, the Court emphasizes that the findings of the CTA on these matters, being supported by
substantial evidence and in accord with law and jurisprudence, deserve great weight. The CTA's factual finding of
the absence of a new LOA, as well as the factual timeline underpinning the prescription ruling, are upheld. The
legal conclusions drawn by the CTA are consistent with prevailing jurisprudence. Hence, the denia of the CIR's
Petition isin order.

ACCORDINGLY, the Petition for Review on Certiorari is DENIED. The Decision, dated June 21, 2021, and the
Resolution, dated March 18, 2022, of the Court of Tax Appeals En Banc in CTA EB No. 2090 are AFFIRMED.

SO ORDERED.

Caguioa (Chairperson), Inting, Gaerlan, and Dimaampao, JJ., concur.
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[6] 1d. at 41-42.
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[8] 1d. at 143-144.

[9] Sec. 228. Protesting of Assessment. — When the Commissioner or his duly authorized representative finds that
proper taxes should be assessed, he shall first notify the taxpayer of his findings: Provided, however, That a
pre-assessment notice shall not be required in the following cases:

(a) When the finding for any deficiency tax is the result of mathematical error in the computation of the tax as
appearing on the face of the return; or

(b) When a discrepancy has been determined between the tax withheld and the amount actually remitted by the
withholding agent; or

(c) When a taxpayer who opted to claim a refund or tax credit of excess creditable withholding tax for a
taxable period was determined to have carried over and automatically applied the same amount claimed against
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the estimated tax liabilities for the taxable quarter or quarters of the succeeding taxable year; or
(d) When the excise tax due on excisable articles has not been paid; or

(e) When the article locally purchased or imported by an exempt person, such as, but not limited to, vehicles,
capital equipment, machineries and spare parts, has been sold, traded or transferred to non-exempt persons.

The taxpayers shall be informed in writing of the law and the facts on which the assessment is made; otherwise,
the assessment shall be void.

Within a period to be prescribed by implementing rules and regulations, the taxpayer shall be required to respond
to said notice. If the taxpayer fails to respond, the Commissioner or his duly authorized representative shall issue
an assessment based on his findings.

Such assessment may be protested administratively by filing a request for reconsideration or reinvestigation
within thirty (30) days from receipt of the assessment in such form and manner as may be prescribed by
implementing rules and regulations. Within sixty (60) days from filing of the protest, all relevant supporting
documents shall have been submitted; otherwise, the assessment shall become final.
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[11] Id. at 43-44.
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(8 Inthe case of afalse or fraudulent return with intent to evade tax or of failure to file areturn, the tax may be
assessed, or a proceeding in court for the collection of such tax may be filed without assessment, at any time
within [10] years after the discovery of the falsity, fraud or omission: Provided, That in a fraud assessment
which has become final and executory, the fact of fraud shall be judicially taken cognizance of in the civil or
criminal action for the collection thereof.

(b) If before the expiration of the time prescribed in Section 203 for the assessment of the tax, both the
Commissioner and the taxpayer have agreed in writing to its assessment after such time, the tax may be
assessed within the period agreed upon. The period so agreed upon may be extended by subsequent written
agreement made before the expiration of the period previously agreed upon.

(c) Any internal revenue tax which has been assessed within the period of limitation as prescribed in paragraph
(a) hereof may be collected by distraint or levy or by a proceeding in court within five [] years following the
assessment of the tax.

(d) Any internal revenue tax, which has been assessed within the period agreed upon as provided in paragraph
(b) hereinabove, may be collected by distraint or levy or by a proceeding in court within the period agreed
upon in writing before the expiration of the five []-year period. The period so agreed upon may be extended by
subsequent written agreements made before the expiration of the period previously agreed upon.

(e) Provided, however, That nothing in the immediately preceding and paragraph (a) hereof shall be construed
to authorize the examination and investigation or inquiry into any tax return filed in accordance with the
provisions of any tax amnesty law or decree. (Emphasis supplied)
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his duly authorized representative.
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