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PARAS, J.:

This is a petition for review on certiorari of the December 9, 1983 decision* of the Court of Tax Appeals in CTA
Case No. 2989 reversing the Commissioner of Internal Revenue.

In a letter dated December 27, 1974 (Exhibit. "A"), herein petitioner Commissioner of Internal Revenue assessed
against Yee Fong Hong, Ltd. and/or herein private respondent Union Shipping Corporation, the total sum of
P583,155.22 as deficiency income taxes due for the years 1971 and 1972. Said letter was received on January
4,1975, and in a letter dated January 10, 1975 (Exhibit "B"), received by petitioner on January 13, 1975, private
respondent protested the assessment.

Petitioner, without ruling on the protest, issued a Warrant of Distraint and Levy (Exhibit "C"), which was served
on private respondent's, counsel, Clemente Celso, on November 25, 1976.

In a letter dated November 27, 1976 (Exhibit "D"), received by petitioner on November 29, 1976 (Exhibit "D-1"),
private respondent reiterated its request for reinvestigation of the assessment and for the reconsideration of the
summary collection thru the Warrant of Distraint and Levy.

Petitioner, again, without acting on the request for reinvestigation and reconsideration of the Warrant of Distraint
and Levy, filed a collection suit before Branch XXI of the then Court of First Instance of Manila and docketed as
Civil Case No. 120459 against private respondent. Summons (Exhibit "E") in the said collection case was issued
to private respondent on December 28, 1978.

On January 10, 1979, private respondent filed with respondent court its Petition for Review of the petitioner's
assessment of its deficiency income taxes in a letter dated December 27, 1974, docketed therein as CTA Case No.
2989 (Rollo, pp. 44-49), wherein it prays that after hearing, judgment be rendered holding that it is not liable for
the payment of the income tax herein involved, or which may be due from foreign shipowner Yee Fong Hong,
Ltd.; to which petitioner filed his answer on March 29, 1979 (Rollo, pp. 50-53).

Respondent Tax Court, in a decision dated December 9, 1983, ruled in favor of private respondent -

"WHEREFORE, the decision of the Commissioner of Internal Revenue appealed from, assessing against and
demanding from petitioner the payment of deficiency income tax, inclusive of 50% surcharge, interest and
compromise penalties, in the amounts of P73,958.76 and P583,155.22 for the years 1971 and 1972, respectively,
is reversed."

Hence, the instant petition.
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The Second Division of this Court, after the filing of the required pleadings, in a resolution dated January 28,
1985, resolved to give due course to the petition, and directed petitioner therein, to file his brief (Rollo, p. 145). In
compliance, petitioner filed his brief on May 10, 1985 (Rollo, p. 151). Respondents, on the other hand, filed their
brief on June 6,1985 (Rollo, p.156).

The main issues in this case are: (a) on the procedural aspect, whether or not the Court of Tax Appeals has
jurisdiction over this case and (b) on the merits, whether or not Union Shipping Corporation acting as a mere
"husbanding agent" of Yee Fong Hong Ltd. is liable for payment of taxes on the gross receipts or earnings of the
latter.

The main thrust of this petition is that the issuance of a warrant or distraint and levy is proof of the finality of an
assessment because it is the most drastic action of all media of enforcing the collection of tax, and is tantamount
to an outright denial of a motion for reconsideration of an assessment. Among others, petitioner contends that the
warrant of distraint and levy was issued after respondent corporation filed a request for reconsideration of subject
assessment, thus constituting petitioner's final decision in the disputed assessments (Brief for Petitioner, pp. 9 and
12).

Petitioner argues therefore that the period to appeal to the Court of Tax Appeals commenced to run from receipt
of said warrant on November 25, 1976, so that on January 10, 1979 when respondent corporation sought redress
from the Tax Court, petitioner's decision has long become final and executory.

On this issue, this Court had already laid down the dictum that the Commissioner should always indicate to the
taxpayer in clear and unequivocal language what constitutes his final determination of the disputed assessment.

Specifically, this Court ruled:

“x x x we deem it appropriate to state that the Commissioner of Internal Revenue should always indicate to the
taxpayer in clear and unequivocal language whenever his action on an assessment questioned by a taxpayer
constitutes his final determination on the disputed assessment, as contemplated by sections 7 and 11 of Republic
Act 1125, as amended. On the basis of this statement indubitably showing that the Commissioner's communicated
action is his final decision on the contested assessment, the aggrieved taxpayer would then be able to take
recourse to the tax court at the opportune time. Without needless difficulty, the taxpayer would be able to
determine when his right to appeal to the tax court accrues. This rule of conduct would also obviate all desire and
opportunity on the part of the taxpayer to continually delay the finality of the assessment – and, consequently, the
collection of the amount demanded as taxes ­- by repeated requests for recomputation and reconsideration. On the
part of the Commissioner, this would encourage his office to conduct a careful and thorough study of every
questioned assessment and render a correct and definite decision thereon in the first instance. This would also
deter the Commissioner from unfairly making the taxpayer grope in the dark and speculate as to which action
constitutes the decision appealable to the tax court. Of greater import, this rule of conduct would meet a pressing
need for fair play, regularity, and orderliness in administrative action." (Surigao Electric Co., Inc. v. C.T.A., 57
SCRA 523, 528, [11974]).

There appears to be no dispute that petitioner did not rule on private respondent's motion for reconsideration but
contary to the above ruling of this Court, left private respondent in the dark as to which action of the
Commissioner is the decision appealable to the Court of Tax Appeals. Had he categorically stated that he denies
private respondent's motion for reconsideration and that his action constitutes his final determination on the
disputed assessment, private respondent without needless difficulty would have been able to determine when his
right to appeal accrues and the resulting confusion would have been avoided.
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Much later, this Court reiterated the above-mentioned dictum in a ruling applicable on all fours to the issue in the
case at bar, that the reviewable decision of the Bureau of Internal Revenue is that contained in the letter of its
Commissioner, that such constitutes the final decision on the matter which may be appealed to the Court of Tax
Appeals and not the warrants of distraint (Advertising Associates, Inc. v. Court of Appeals, 133 SCRA 769 [1984]
underscoring supplied). It was likewise stressed that the procedure enunciated is demanded by the pressing need
for fair play, regularity and orderliness in administrative action.

Under the circumstances, the Commissioner of Internal Revenue, not having clearly signified his final action on
the disputed assessment, legally the period to appeal has not commenced to run. Thus, it was only when private
respondent received the summons on the civil suit for collection of deficiency income on December 28, 1978 that
the period to appeal commenced to run.

The request for reinvestigation and reconsideration was in effect considered denied by petitioner when the latter
filed a civil suit for collection of deficiency income. So that on January 10, 1979 when private respondent filed
the appeal with the Court of Tax Appeals, it consumed a total of only thirteen (13) days well within the thirty day
period to appeal pursuant to Section 11 of R.A. 1125.

On the merits, it was found fully substantiated by the Court of Tax Appeals that, respondent corporation is the
husbanding agent of the vessel Yee Fong Hong, Ltd. as follows:

"Coming to the second issue, petitioner contended and was substantiated by satisfactory uncontradicted
testimonies of Clemente Celso, Certified Public Accountant, and Rodolfo C. Cabalquinto, President and General
Manager, of petitioner that it is actually and legally the husbanding agent of the vessel of Yee Fong Hong, Ltd. as
(1) it neither performed nor transacted any shipping business, for and in representation, of Yee Fong Hong, Ltd. or
its vessels or otherwise negotiated or procured cargo to be loaded in the vessels of Yee Fong Hong, Ltd. (p. 21,
t.s.n., July 16, 1980); (2) it never solicited or procured cargo or freight in the Philippines or elsewhere for loading
in said vessels of Yee Fong Hong, Ltd. (pp. 21 & 38, ibid.); (3) it had not collected any freight income or receipts
for the said Yee Fong Hong, Ltd. (pp. 22 & 38, ibid.; pp. 46 & 48, t.s.n., Nov. 14, 1980.); (4) it never had
possession or control, actual or constructive, over the funds representing payment by Philippine shippers for cargo
loaded on said vessels (pp. 21 & 38, ibid; p. 48, ibid); petitioner never remitted to Yee Fong Hong, Ltd. any sum
of money representing freight incomes of Yee Fong Hong, Ltd. (p. 21, ibid.; p. 48, ibid); and (5) that the freight
payments made for cargo loaded in the Philippines for foreign destination were actually paid directly by the
shippers to the said Yee Fong Hong, Ltd. upon arrival of the goods in the foreign ports." (Rollo, pp. 58-59).

On the same issue, the Commissioner of Internal Revenue Misael P. Vera, on query of respondent's counsel,
opined that respondent corporation being merely a husbanding agent is not liable for the payment of the income
taxes due from the foreign ship owners loading cargoes in the Philippines (Rollo, p. 63; Exhibit "I", Rollo, pp. 64-
66).

Neither can private respondent be liable for withholding tax under Section 53 of the Internal Revenue Code since
it is not in possession, custody or control of the funds received by and remitted to Yee Fong Hong, Ltd., a
non-resident taxpayer. As correctly ruled by the Court of Tax Appeals, "if an individual or corporation like the
petitioner in this case, is not in the actual possession, custody, or control of the funds, it can neither be physically
nor legally liable or obligated to pay the so-called withholding tax on income claimed by Yee Fong Hong, Ltd.”
(Rollo, p. 67).

Finally, it must be stated that factual findings of the Court of Tax Appeals are binding on this Court (Industrial
Textiles Manufacturing Company of the Phil., Inc. (ITEMCOP) v. Commissioner of Internal Revenue, et al. (136
SCRA 549 [1985]). It is well-settled that in passing upon petitions for review of the decisions of the Court of Tax
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Appeals, this Court is generally confined to questions of law. The findings of fact of said Court are not to be
disturbed unless clearly shown to be unsupported by substantial evidence (Commissioner of Internal Revenue v.
Manila Machinery & Supply Company, 135 SCRA 8 [1985]).

A careful scrutiny of the records reveals no cogent reason to disturb the findings of the Court of Tax Appeals.

PREMISES CONSIDERED, the instant petition is hereby DISMISSED and the assailed decision of the Court of
Tax Appeals is hereby AFFIRMED.

SO ORDERED.

Melencio-Herrera, (Chairman), Padilla, Sarmiento, and Regalado, JJ., concur.

* Penned by Associate Judge Constante C. Roaquin and concurred in by Presiding Judge Amante Filler. Associate
Judge Alex Z. Reyes dissented in a separate opinion.

BATAS.org - Philippine Law Library G.R. No. 66160. May 21, 1990

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 4 of 5

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library G.R. No. 66160. May 21, 1990

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 5 of 5

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org


