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RESOLUTION 

M. LOPEZ, J.: 

Before this Court is a petition for review on certiorari1 filed under Rule 
45 of the Rules of Court assailing the September 9, 2016 Decision2 and the 
March 17, 2017 Resolution3 of the Court of Tax Appeals (CTA) En Banc in 
CTA EB No. 1233. In the assailed issuances, the CTA En Banc affirmed the 

2 
Rollo, pp. 17-39. 
Id. at 46-58; penned by Associate Justice Erlinda P. Uy, with the concurrence of Associate Justices 
Juanita C. Castaneda, Jr., Caesar A. Casanova, Esperanza R, Fabon-Victorino, Cielito N. Mindaro­
Grulla, Amelia R. Cotangco-Mara]astas, and Ma. Belen M. Ringpis-Liban, with Presiding Justice 
Roman G_ Del Rosario and Associate Justice Lovell R. Bautista dissenting. 
Id. at 68-72; penned by Associate Justice Erlinda P. Uy, with the concurrence of AssoCiate Justices 
Juanita C. Castaneda, Jr., Caesar A. Casanova, Esperanza R. Fabon-Victorino, Cielito IN. Mindaro­
Grulla, Ma. Belen M. Ringpis-Liban, and Catherine T. Manahan with Presiding Justice R'oman G. Del 
Rosario and Associate Justice Lovell R. Bautista dissenting. 
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August 1, 2014 Decision4 and the September 24, 2014 Resolutioh5 of the 
CTA Second Division in CTA AC No. 113, which set aside the Julyl23, 2013 
Decision6 of the Regional Trial Court (RIC) - Branch 4 7 of the Ci!ty of San 
Fernando, Pampanga and ruled that National Power Corporation (NPC) 1s 
liable for franchise tax relative to its missionary electrification function. 

,¼.NTECEDENTS 

N'PC is a goverrunent-owned and controlled corporation created by 
virtue of Republic Act (RA) Ne,. 6395, as amended.7 On June 26, 2009, NPC 
received an Assessment Letter8 dated June 24, 2009 from t.he ~rovincial 
Treasurer of the Province of Pampanga demanding payment oflocal franchise 
tax. The letter reads: 

4 

6 

7 

g 

Dear Sir I Madam: 

This is in connection with the tax imposed by the Province of 
Pampanga relative to the collection of Fnmchise Tax. 

Quoted hereunder is Sec. 5 a., b., c. I Sec 11 c., Sec. 11 d., of Tax 
Ordinance No. 1 ai1 Ordinance enacting the Provincial Tax Code of 1992 
and providing penalties for the violation of any provisions thereof. 

Sec. 5. FRANCHISE TAX - Notwithstanding any exemption 
grai1ted by any law or other special law, the Province of Pampanga sliall 
collect a tax on business enjoying a franchise, with the following: 

a. On gross annual receipts for the preceding calendar year based on 
the incoming receipts or realized within the territorial jurisdiction of ithe 
Province of Painpanga at the rate of fifty percent (50%) of one percent (1 
%). 

b. For newly started business the tax shall be one-twentieth (l/20) 
of one percent (1 % ) of the capital investment. In the succeeding calendar . . 

year, regardless of when the business started to operate, the tax shall: be 
based on the gross receipts for the preceding calendar year, or any fract)on 
thereof, as provided herein. 

c. Administrative regulatory fee in the conduct of business aJU1nally­
-- Pl,500.00 

Sec. 1 L COLLECTION Of TAXES 

c. Time of Payment. Unless otherwise provided in this Code, i all 
local taxes, fees and charges other 1.han Rea! Property Tax shall be paid 
within the first twenty (20) days of January of each s:ibsequent qumierj as 
the case maybe. The Sangg1.1niang 'Panlala'Aligan may, for a justifia!ble 

Id. at 225-237; penned b)' Associate Ju!>tkc Cae8ar ,t., __ Casanova, ·with the concufftmce of Associate 
Justices Juanita C. Castaneda, Jr. a.'1(1_ ,h .. meli~ .R. Comngco-Manalastas. 
fd. at 252-253; penned by Associate Jui:tice Caesar A. Casanova, with the concurrence of Associate 
Justices JuanitD C. Castafieda, Jr. and Ami::li;,1 P,_. Cota11r:co-f\.fanalas1as. · 
Id. at 164-172: penned by·Presiding Jn,Jg-: [dgar Y. Chua. , 
REVISED CHARTER OF Tl-ff: i'-~A"rlON/\J, PO\/,' :'._R COR.PO.R11T[ON, approved on September ] o, Ji97 l. 
Ro!io, p. 76. 
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reason or cause, extend the lime for payment of such taxes, fees or jnot 
exceeding six ( 6) months. 

d. Surcharges and Penalties 011 Unpaid Taxes, Fees or Charges. A 
surcharge of twenty five percent (25%) of the amount of taxes, fees, or 
charges not paid 011 time and an interest at the rate of two percent (2%)jper 
month of the nnpaid taxes, fees or charges including surcharges, nntil such 
amonnt is fully paid but in no case shall the total interest on the nnpaid 
amount or portion thereof exceed thirty-six (36) months. 

On the basis of the above quoted provision, we are writing yon 
to pay your Franchise Tax due to the Province of Pampanga to'the 
Provincial Treasurer's Office, City of San Fernando, Pampanga. 

Your immediate compliance in this regard is high] y requested. 

Thank you and regards. 

xx xx (Emphasis supplied.) 

NPC protested the assessment, arguing that, with the effectivity of RA 
No. 9136 or the Electric Power Industry Reform Act (EPIRA Law)iin 2001,9 

its power generation is no longer considered a public utility :operation 
requiring a franchise. Thus, NPC can no longer be regarded as ~ business 
subject to a franchise tax under Section 13710 of the Local Governnjient Code 
of1991 (LGC). 11 

The Provincial Treasurer failed to act on the protest; hence, NPC 
appealed to the RTC. NPC invoked its exemption under the EPIRA Law and 
pointed out in its Reply that the Assessment Letter failed to comply with the 
formal requirements under the LGC as it does not bear any computation of the 
alleged franchise tax liability. 12 

On July 23, 2013, the RTC rendered a Decision 13 in fmfor of the 
Province of Pampanga and declared NPC liable for the franchise tax. The RTC 
ruled that under the EPIRA Law, entities engaged in the supply of electricity 
to the contestable market are not considered public utilities required to secure 
a franchise. On the other hand, a generation company who is at the same time 

9 Approved on June 8, 2001. 
10 SECTION 137. Franchise Tax. - Notwithstanding any exemption granted by any law or, other special 

law, the province may impose a tax on husinesscs enjoying a franchise, at a rate not e>;:.ceeding fifty 
percent (50%) of one percent (1 %.1) of the gross ann1.;al receipts for the preceding calendar ).rear based on 
the incoming receipt, or realized, within it'; tcrritorialjurisdiction. 
In the case of a newly stmied business, The tax shall not exceed one-twentieth ( 1/20) of on~ percent (l %) 
of the capital investment. ln the su.r.ceeding cah:ndar year, regardless of when the busitjess started to 
operate, the tax shall be based on thi.~ gross recdprs for the preceding calendar year, ofi any fraction 
thereon, as provided herein. · 

11 Republic Act No. 7160, approved r:m October ! 0: 1991, took effect on January 1, 1992. 
12 Rollo, p. J 67. 
13 Id. at 164-172. The dispositive portion of the Dei.:-ision reads: 

WHEREFORE, premises considered, appdlmit National Power Corporation is her¢by ordered to 
pay tl1e assessed franchise tax to the Pfc,vince of Pampanga plus surcharge and interest 

The instant appeal is hereby ordered dismissed for lack of merit. 
SO ORDERED. Id. at 172. 

I 



Resolution .4 G.R. No. 230648 

a supplier of electricity to the coutestabie market or electricity end U$ers is ~ot 
exempt from securing a franchise. The RTC found that NPC, a generation 
company, is seiling electricity in the Provmce of Pampanga through Power 
Sector Assets and Liabilities !vfanagement Corporation (PSALM). Tp.us, NPC 
is liable to pay a franchise tax. 

Aggrieved, NPC filed i, petition for review with the CTA priying that 
the assessment be nullified 11nd dnt N"PC be declared exempt from ifranchise 

' tax. 14 · 

In its August 1, 2014 Decision,1 5 the CTA Second Division1,held that 
NPC's liability for local franchise tax is not novel. The Supreme Court has 
ruled in the 2003 case. of National Power Corporation v.: City of 
Cabanatuan,1 6 and reiterated in the 2006 case of National Powefr Coro. v. 
Province of Isabela, 17 that NPC may still be held liable for the frrui,chis~ tax . ' 

if it has a franchise in the sense of a secondary or s:recial franchis~, and it is 
exercising its rights or privileges under the franchise ,vithin the tenitory of 
the respondent city government. In the present case, NPC has a i franchise 
through RA No. 6395, and that it is selling electricity in the Prbvince of 
Pampanga. The CTAruled that although NPC's franchise was modified by the 
EPIRA Law so that its transmission and generation functions were tfansfened 
to National Transmission Corporation (Transco) and PSALM, und$r Section 
7018 of the EPJRA Law, NPC retained its missiona.ry electrificatiol!l function 
through the Small Power Utilities Group (SPUG). Therefore, ~'I'C! may still 
be liable for the local franchise tax relating to this function. 

However, the CTA observed that the Provincial Treasure~· did not 
indicate in the Assessment Letter the amount of the franchise ta~ and the 
period covered by the assessment. The CTA, therefore, could not determine 
with certainty the amount of franchise tax due from NPC. It coul<ll not also 
ascertain whether NPC performed its missionary electrification function in the 
Province of Pampanga. Hence, the CTA found it proper to remand the case to 
the RTC for further proceedings, to wit: 

WHEREFORE, premises considered, the Assailed Decision dated 
July 23, 2013 of Branch 47 of the Regional Trial Court of the City of $an 
Fernando, Pampanga is hcr~by SET ASIDE and the records of the cas~ are 
hereby REMA,NDED to th.: court .i quo for fiL"ther proceedings in 
accordance with the pronciuncements in this Decision. 

14 Id. at 184. 
15 ld.at225-2J7. 
16 449 Phil. 233-262 (2003). 
17 524 Phil. 483-496 (200i5i. 
18 Section 70. tv1issionary E'.Itdrifica~o~1. ----· No•withst~.n<ling the divestment and/or p1ivati~ation rrfNPC 

assets, IPP contacts and sptt~-off curpGre.ti:--.ns. ·::,]PC ::[2~:J remain a~ a National Governme~t Ovvned.and 
-controlled corporntion to p.erform the rn;s:::;i::,11ary c'!ectrificauon function through the !SmaH Power 
UtiJit.ies Group (SPUG) and shail be re~~pcnsr:,ie :to:-providing power generation and its as80ciated power 
delivery systems in areas tbat }?fe not C:tnmected to the transmission system. The missionary 
electrification fullction shall be I',rn,-:kd fr,)m the -~-..t::?!nes from sa~es in missionar; areas, and from the 
universal change to be co11-::cted froin all ek,:i1i£:i!y end·-use-rs as determined by the ERC. : 

I 
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SO ORJ)ERED." 

The CTA denied NPC's moiion for reconsideration on Sept~mber 24, 
2014, for lack ofmerit.20 Undeten-ed, NPC elevated the matter to th¢ CTAEn 
Banc. 

On September 9, 2016, the CTA En Banc issued a r:jecision 21 

upholding the CTA Second Division'::-: findings and conclusion thlt NPC is 
' 

liable for franchise tax in so far as its missionary electrification function is 
concerned. However, since the RTC decided the case by summary fiudgment 
as the parties believed that the issue involved is purely a question qflaw, the 
CTA En Banc could not determine whether NPC perfon11ed its niissionary 
electrification function within the ten-itory of the Province of Pamwanga and 
the amount of local franchise tax involved. Thus, it agreed withi the CTA 
Second Division to remand the case to the court a quo for further prdceedings. 

Presiding Justice Roman G. Del Rosario and Associate Justic~ Lovell R. 
I 

Bautista dissented, stating that the Assessment Letter lacked detaiis required 
I 

by Section 19522 of the LGC, such as the amount of the deficienqy tax. The 
assessment violates NPC's right to due process of law and must bd cancelled 

I 

for being void. · 

' 

On October 12, 2016, J\i1'C moved to reconsider the Septembf~r 9, 2016 
Decision, essentially adopting the dissenting opinion. · 

On March 17, 2017, the CTAEn Banc denied 1'-a"PC's motion~3 holding 
that the defense of violation of due process based on a void ass~ssment is 
deemed waived for having been belatedly raised.24 In any case, tlje essence 
of the right of due process is an opportunity to be heard. Here, 1'-.'Pq \Vas able 
to protest the assessment before the Provincial Treasurer and qupstion the 

19 Rollo, p. 236. 
zD Id. at 252-253. 
21 ld. at 46-58. The dispositive portion of the decision states: , 

WHEREFORE, in light of the foregoing considerations, the· Petition _for Review isiDENIED for 
lack cf merit. Accordingly, the Decision dated August ! , 2014 and Resolution dated Septeiµber 24, 2014 
of the Comt in Division in CTA AC No i 13, are AFFIRMED. . 

SO ORDERED. (Emphasis in the original). id. at 57. . 
22 SECTION 195_ Protest of Assessment - Whe11 the lo'cal treasurer or his duly authorized !'epresentative 

' finds that correct taxes, fees, or charges bave no! been paid: he shall issLte ·a·notice of asst+sment stating 
the" nature of the tax, fee, or charge~ the amounr. 0f rit'fi.ciency, the surcharges, interests find ·penaldes. 
Within sixty (60) days from the receipt.oftlle nnti_ce 0f ussessment, the taxpayer may file a Written pr0tcst 
with the local treasurer cQn!estfo.5 i.:h,::. asst_:_;f:mt:t!t: 1Jtherwise. the assessment shall be-cJme final and 
execu~oty. The local tre:.s1-:1·er sbal! dcc,ide 1:'.1e -~rot~.:;t within s~xt~ (60) days. fi:<~m the tim:: of its fili:'g. 
Ifthe 1.ocal treasurer fines tTJe prot%t i:o oe 1,•,ntH;.y (1•· p:a.rtly mentonou~~ he. shalt :1ssue ~ n0~1c;::c cancellmg 
whoHy or partially the a.sse.ssment. Ho 1.-•.rever, :f r!.10 kcsl treasurer finds the assessment tq be wholly or 
partly co1T.::ct, he ,;:,hall deny the pr1.:,-;..;;st wb0H:r or p211tly \.Vith n1)tice to the taxpayer. The taxpayer :::hall 
have thirty (30) days from t:~e rec~ipt ofth<: denial of the protest or from the lapse vftbe pxty (60)-tfa:i, 
period prescribed herein within ,vl.lich ts aµp:::aJ 'J.·~th the cc,u.rt of competent jurisdiction jotherwise ti1c 
assessment becomes ccmclusive 2rid U:ha11pf':t..labk. 

23 Rollo, pp. 54-57. 
24 Id. at 68-72. 
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! 

imposition ofJ:ranchise ta'<., b2fore the ta~: court. NPC, thei'efore, wa1 allowed 
to explain its side. 

Hence, this petition. 

l 
NPC reiterates that it W3.S dep,i vec! of its property without dule process 

of law because the Assessment Letter lacked details required und~r Section 
195 of the LGC. Its transmission a.rid ger.eration functions were tran~ferred to 

Transco a11d PSALtvf, and tberefore, 1'{PC is no longer required tq secure a 
franchise and cannot be burdened with the payment of the fran~hise tax~ 
Regarding the missionary electrification function, NPC argues that SiPUG was 

I 

not established for profit but to undertake missionary electrification under 
Section 70 of the EPIRA Law. By undertaking missionary electrifiqation, the 
SPUG can deliver electricity at a price lower than what it sl~ould be. 
Therefore, the imposition of franchise tax on SPUG's gross receipts would 
defeat the benevolent purpose of missionary electrification and ob~truct the 
SPUG from providing power generation and delivery to missionary ~eas and 
local government units. 

In response, the Province of Pampanga argues that 1"1PC'i petition 
should not have been filed with the Supreme Court but to the Court o~ Appeals 
under Rule 43 of the Rules of Court. In anv case, the petition did 11011 raise anv • I • 
new question of law that has not already been considered and passe~ upon by 
the CTAEn Banc. . . 

RULING 

The petition is impressed with merit . 

. Decisions and rulings of t!te CTA En 
Banc are appealable to the Supreme Court 
under Rule 45 of the Rules of Court. 

Preliminarily, we rule on the propriety of filing a Petition fdr Review 
with the Supreme Court from a decision of the CTA. The Pr+vince of 
Pampanga argues that NPC should have filed its appeal with the[ Court of 
Appeals under Rule 43 of the R.ules of Court and not directly with th~ Supreme 
Comt. ' 

This is incorrect. 

i . 

Under RA No. 9282,25 approved on March 30, 2004, the ~TA was 
elevated to the same level a;id equal ran.k as the Court of Appeals.! Upon its 

25 AN ACT E:XPA.J'JDING THE ]lJRlSDJCT'. 1.:m.or -d.rt: (Vl.i[•n UF TAX A.PPEALS (CTA), ELEVATING lTS RA..NK 

TO THE LFVEL OF A COLLEGfATE C'OLH<.r1~ \.V! r~T Sru~r~'\L JURISDICTION At,m ENLARGrNG ITS )'t1EMBERSHIP, 

i\MEND04G FOR THE PURPOSf'. CEKTAlN S1.:"CT!OJ,1:,; OF RE?L!BLIC ACT NO. J 125, p.,_{; AMENDED, 
0TI-IERWISF KN0\:1/N. A~ THE LAW CR.i~.-\'C'f.'-'G T!Ir 0>:".JRT OF T:\X APPEALS, AND FOR 0THfiR PURPOSF.S; 

approved on March 3"0, 2004, 

( 
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effectivity on April 23, 2004,26 decisions or rulings of the CTA Ej Banc are 
now appealable to the Supreme Coui", via a petition for review on bertiorari 
under Rule 45 of the Rules of Comt.27 Furthermore, Section l, Rhle 16, of 
the Revised Rules of the Court of "J\u Appea!s28 (RRCTA) provi~es that a 
party adversely affected by a decision or ruling of the CTA En ]$anc may 
appeal by filing with the Supreme Court a verified petition for revlew under 
Rule 45 of the Rules of Court. i 

I 

Accordingly, NPC properiy filed its petition for review on bertiorari 
with this Court. ! I 

Validity of the assessment is a necessary 
issue to NPC's liability for the franchise 
tax. 

At the onset, we hold that the issue ofnuliity of the Assessmbnt Letter 
I 

is not deemed waived even if raised only in NPC's motion for recontideration 
of the CTA En Bane's Decision. The CTA has ample authority to detennine 

I 

compliance by the taxing authority of the due process requirementslunder the 
tax laws even though not expressly raised as an issue in the pet{tion filed 
before them.29 Section 1, Rule 14 ofthe RRCTA orovides that in debiding the 

' I 

case, the CTA may not limit itself to the issues stipulated by the _parties but 
may also rule upon related issues necessary to achieve an orderly t~1sposition 
of the case. This was correctly observed by the Dissenting Opinioh3O of the 
Ivfarch 17, 2017 Resolution that: ' 

27 

i 
[NPC'sj present argument/objection [ denial of due pwcess] is necessirily 
subsumed to the issue of "Whether or not NPC is liablc: for the payment of 
franchise tax," which issue was raised not onJy before the Court En J~anc 
and tbe Court in Division but also in []'-!PC's] Appeal before ,he Regibnal 
Trial Court. 

The CTA, in the exercise of its appellate jw-isdiction to re,riew 
decisions on local taxes cases, may not lirnit itself to the issues stipulatel.l by 
the parties but may also rule upon related issues necessary m achiev~ an 
orderly disposition of the .:ase. It has been scid that where the issues alr&ady 
raised also ~-est on other issues not specifically presented, as long as the litter 
issues bear relevance and close relarion to the former and as long as rhey 
arise from matters on record. the Court has the autboritv lo include theJn in · 
its discussion of the controversy as well as to pass up~n them. In fac/. an 
appeHate ~ourt has an inhe:rent auth,)rity to review· unassigned er.tori (i) 
whicb are closely related to an .:rror properly raised, or (ii) upon whiclJ the 
determination of the error pF:.perJ.y assigned is dependent, or (iii) wherJ the 
Court finds that consideration of then1 is necessary in arriving at a l.iust 
decj_sion of the cqse. 1 

See https:i/cta.judich.l!·y.gov.ph,\ [as:: ,,cc,zs.:,,::t: P,_1.;._~1·!sl. 5~ 2021. . 
See Section 19 of RA No. 9282. See [~1sc. [)=ion v. Cmr.n of Tax Appeals, 576 PniL 110-138 (2008). 

28 A.M. No. 05-11-07-CTA, }'\.fov0rnber 22, 2005. 
See Cornmissione·r of'lnternal Revt?tn:e v. J'zr,nex Philippines Corp., G.R. No. 222476, f_Ma.y 5, 2021, 
https://sc.judiciary.gov.ph/20025i (last accessed: August 1 ·1, 2.02 l J_ See also Commissio/,&r qf Internal 
Re°'1e11Ue v. Court of Appeals, 302 Phil.. ·_)47-356 (l 994). 

29 

30 See t~e Di,;sen.ting Opinion of Pres;d~ng J\1st:~e r:.{cn.::.n G. Del Ro:-mrio. Rolfo, pp . .59-72. 

t 
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I 
' I 

Id d ,1. 1··· ' i·,· f'l-. A' 'L' .. I I n ee , tue va w1ty or mvr,,Hnt·y ,) . Le ssessment etter 1s mtegra to 
the issue of NPC's liability :for bcai franchise tax under the Provih.cial Tax 

, . . I 

Code of 1992 of Pampanga. If the assessment is void, NPC is not liable for 
the frar1chise tax. -- I 

The Province of Pampanga failed to 
observe the due process requirements in 
issuing a deficiency local ta.x assessmen(: 
hence, the assessment is void. 

' 
' 

l's7PC insists that it v,;a;; deprived of its right to due proce~s of law 
because the Assessment Letter' 1 dated June 24, 2009, issued by the 1rovincial 
Treasurer of the Province of Pampanga, lacked details required und<ir Section 
195 of the LGC, which reads: I 

SECTION 195. Protest ofAssessment. ·- When the local treasurer or his 
duly authorized representative finds that correct taxes, fees, or charges h, ve 
not been paid, he shall issue a notice of assessment stating the natur~ of 
the tax, fee, or charge .. the amount of deficiency, the surcharges, 
interests and penalties. Within sixty (60) days from the receipt of jthe 
notice of assessment, the taxpayer may file a written protest with the ldcal 
treasurer contesting the assessment; otherwise, the assessment shall becdme 
final and executory. The local treasurer shall decide the protest vvithin s¥ty 
(60) days from the time of its filing. If the local treasurer finds the pro[esi 
to be wholly or partly meritorious, he shall issue a notice cancelling wh,{lly 
or partially the assessment.· However, if the local treasurer fiµds ~he 
assessment to be wholly or partly correct, he shall deny the protest wh6lly 
or partly with notice to the taxpayer. The taxpayet' shall have thirty (30) 
days from the receipt of the denial of the protesi or from the lapse of!the 
sixty (60)-day period prescribed herein within which to appeal with ~he 
court of competent jurisdiction otherwise the assessment bee,J1hes 

' conclusive and unappealable. (Emphasis supplied.) · i 
I 

i 
Article 285 32 of the rules implementing the LGC 33 reit~rates the 

language used in Section 195, Thus, in Yamane v. BA Lepanto Condominium 
Cmp.,34 the Court stressed the details that must be contained in theinotice of 
assessment: 

3! 

32 
Rollo, p. 76. i 

ARTICLE 285. Prorest on Assessment. -- -Wlien tht ioca] treasurer nr his duly authorized rypres~ntative 
finds that correct taxes~ fees, or char2:,es have not bee.n paid. he shall issue a nor ice of asses*ment stating 
the nature of the· tax, fee, Gr charge rhe amooot of di.-!fic.iency, the surcharges, intetests,. aji<l penalties. 
\Vi thin sixty (60) days from receipt of rli.e notiCe o!' assessment Llie taxpayer may file a whtten protest 
with the local treasurer contesting th,;, g_sse:-;21-r1,:-ur.; ritherwise, the ass.-2:ssment shall becofoe final and 
executory. The local trnasurer sh-.1H decidt· tl1e prntest within siA'1y (60) d?:ys from the timd of its filing. 
If the local treasurer finds the protest t0 bit v,,Jwl!.y-:::ir part.l.y meritorious, he: shall issue a notite cancelling 
wholly or partially the assessment rf fr . .;: local ::reasnr:.:.'r finds i:he assessmem to be vvh4Hy or partly 
correct, he shaJl deny the protest \.vh_or:-,., or partly with notkr.; to foe taxpayer. j 

The taxpayer shall have thirty (3C) days, i.;·om receipt ofih11 denial of the protest or from tJ1e lapse 
of the sixty--day period pres0ribed in t\1{5; -"~rtic:-1.c within which to appeal with the court Jf competent 
jurisdiction; otherviise, the asse~,srne~,:: be-._:orncs conclusive and unappealable. I 

33 
ADMINISTR!i.TlVE ORDER No. 270_ l!•;/P:..,E'.v/ENTTI'.TG RULES AJ..;'D REGULATIONS OF LOCl\L GbVBRNMEN~f 
CODE OF ]S'9i,February21, 1992. ] 

]4 510 Phil. 750-779 (2005). 
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,,,, ' ··.''. ' i 
Ostensibly, the 1wtke uf m,i,e,;:.ment, which stands as the trst 

instance the taxpayer is offidaliy ,n,;.de aware of the pending tax 
liability, should be ~ufficie,1th inform,r.tive to apprise the taxpayer the 
legal basis of the tax. Section 195 of (lr-e Local Government Code c!oes 
not go as far as to expr.·ssl} require that the notice of assessltjent 
specifically dte the provision of th..; nrdinance involved but it does 
require that it state the nature of t!J.t t.;x, fee or charge, the amou~t of 
deficiency, surcharges, inti;rcst~ am! penalties, In this case, the notic'e of 
assessment sent to the Co:;:porati.01\ did state that 1.he assessment wasl for 
business taxes, as well as. fhe arri-:Junt ·of the a...:;sessn1ent. Th.ere 1nay tlave 

• I 

been primajacie compliance wi.th the requirement under Section 195. 
However, in t,'iis case, the Revenu<c' Co,Jc provides multiple provision~ on 
business taxes, and at varying raks. Hence, we could appreciate I the 
Corporation's confusion, as expressed in its protest, a, to the exact legal 
basis for the ta"X. Reference to the local tax ordinance is vital, for the pdwer 
of local government units to impose local tiixes is exercised throughj the 
appropriate ordinance enacted by t.!ie sanggunian, and not by the Local 
Government Code alone. What detern1ines tax liability is the tax ordimilice, 
the Local Govermnent Code being the enabling law for the local legislcjtive 
body. (Boldfacing supplied.) 1 

I 

Verily, taxpayers must be informed ofthe nature of the defi9iency tax, 
fee, or charge, as well as the amount of deficiency, surcharge, interest, and 
penalty. Failure of the taxing authority to sufficiently inform the t[jxpayer of 
the facts and law used as bases for the assessment will render the assessment 
void. In Commissioner of Internal Revenue v. Fitness by Desiga, In~., 35 albeit 
involving national internal revenue taxes, the Comt explained the i41portance 
of the notice requirement with due regard to the taxpayers' constitutional 
rights, 36 to wit: 

35 

The rationale behind the requirement that taxpayers shoul!! be 
informed of the facts and ihe law on which the assessments are biscd 

' conforms with the constitutional mandate that no person shall be 
deprived of his or her property without due process oflaw. BetweeJ the 
power of the State to tax and an individual's right to due process, the ~cale 
favors the right of the taxpayer to due process. . J 

The purpose of the written notice requirement is to aid the 
taxpayer in making a reasonable protest, if necessary. ,',Ierely noti · 'ing 
the taxpayer of bis or her tax liabilities without details or particula~s is 

' D~-~ i 
I 

C-cn1missioner of Internal .Revenue v. !Jnited Salvage and T<rn(age' 
. (Phils.), Inc. l1eld that a final assessment notice that only contained a 

table 

0:::e.:e:~:::~: 0t~~~:.,~:~:j,:::::: ~n~:::~i::t~~:x:ssesf n;i;,( J its 
process ·will not be to(t;.ratred, xxx ' 

799 Phil. 391-420 (2016). 
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xxxx l 
A final assessment noti~c m~vidcB for the amount ofta.x due wi a 

• ' I 

demand for payment. This is to deter.mine the amount of tax due tp a 
taxpayer. However, due 1..-ocess rcq1.1ire, that taxpayers be informed in 
writ~ng of the facts a?d ikw on whiditlte assessment is_ ba~ed in ~r~er 
to aid the taxpayer m malting a y£ai,onable protest. fo rmmediaiely 
ensue with tax.collection withGlit initi«H)··substantiatL'1g a valid assessment 
contravenes the principie in hdministrntive investigations "that taxpa)ters 
should be able to presen~ their c~sc ~,d adduce supporting evidende." 
(Emphasis supp lied; citations omitted_) 

Without do{1bt, the mandate of providing the taxpayer with notice of 
the facts and laws used as bases for the assessment is not to be mec

1

h. anically 
applied. 37 The pul'J?ose of this requirement is to adequately i~form the 
taxpayer of the basis of the assessment to enable him to prepare for an 
intelligent or "effective" protest or appeal of the assessment or ctbcision. 38 

Thus, substantial compliance with the law is allowed if tl-ie ta."\.paybr is later 
fully apprised of the basis of the deficiency taxes assessment, whic~i enabled 
him to file an effective protest. 39 

Here, the Assessment Letter hardly complies with the requir4ments of 
Section 195 of the LGC and implementing rules that will enable t-..T.rC to file 
an effective protest. The letter quoted provisions of the Ta,\: Ordinari.ce of the 
Province of Pampang~ imposing franchise tax and penalties for ~o~}pa)'.men~ 
or late payment. Glanngly absent, however, are the amount or thf' ahegea 
deficiency tax, surcharges, interest, and penalties. The period coverpd by the 
assessment was not also indicated. Although Section l 95 of the LG9 does not 
expressly require the taxable period to be stated in the notice of assessment, 
the period is important to determine compliance with the prescripti~e period 
when the Provin. cial Treasurer is authorized by law . to assess a]nld collect 
deficiency taxes. . . 

To be sure, the Provincial Treasurer could have clarified the a,sessment 
and provided NPC with the computation of the alleged deficiency !franchise 
tax by responding to 1'.'PC's protest But the Provincial Treasurer idly sat on 

I 

the protest and waited for 60 days40 m311dated by the LGC for him!to act on 
the protest to lapse thereby, prompting r,WC to appeal to the RTC. We could 
understand NPC's general denial for any liability and insistent ~laim for 
exemption fro~ the _franchise ta~ in its protest to the Prov,incial _1reasurer. 
How can NPC mtelhgently quesnon the assessment when the notwe merely 

d - . r h 'I' - ,. , lh r ' • • I d quote prov1s10ns or t e ax Uu.,mance on how_, _ e rrancmse tax 1s cpmpute , 
the basis of the computation, i.e .. gross receipts, and the applicable rate? The 
notice did not even indicate the tax2.ble period covered by the asse~sment. It 

I 
! 37 Commissioner of h-,.ternal Revent;e v. Fitness h:,; Design, inc., 799 ·Phil. 391-420 (2016) citing 

Commfrsioner of]niernal.Reven:ue. v_ Liquig:z:, Ph_iliv,IJines Corp 784 PhiL 874-899 (2016).l 
38 Comm·:ssicner of Internal R.e~•ow.e v. Uqnig~;r:-: Phi!~r-i}nes Corp., 784 Phil. 87 4-899 (2016,. 
:;;
9 Se,e Samar-1 Ele_ctric Coooermive. v C<.;,wr,·:issic,!~er of1niernal Revenue 749 Phil. 772-790! (2014). 

"
0 See LOCAL GOVBRNiviENT COD"f:. OF i 991 1 Book II, Thie I, Chap1:er 6, Sec.. 195. j . 

I 

) 
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bears stressing that the Pro vi.nee of Pampanga cannot simply leave t~ NPC the 
determination ofits purported liability. The LGC authorizes the local treasurer 
to exa."'Iline the taxpayer's book;, <Jf accoi.mt~ and pertinent records to !ascertain, 
assess, and collect the conect am01.mt oftaxes.4i The Province, therefore, had 
all the means anp_ authority tc1 gather sufficie1it information to detei ·ne the 
correct amount of taxes due from 1.he to:xpayer. 

Moreover, it cannot escape our attention that the Provincial reasurer 
was given opportunity to fu1T,ish NPC with the computation of the , eficiency 
franchise ta.x when NPC raised the issue of non-compliance with the fom1al 
requirements i1: it: Reply. The P_ro~nc_i~l Treasurer, r:o,~eve1: ignotjed NPC:'s 
argument and ms1ste~ 01:11\JPC·s hab;.hty. The Provmcial 1reasmj·er lost its 
chance to cure the detect1 ve assessment. 

Taxpayers' obligation for deficiency taxes cannot depend on guessing 
game. To stress, the taxpayer must not only be informed of what taxes it is 
liable to pay and under what authority the obligation to pay is based. Equally 
important is that it must be advised how much is the pending tax li~bility and 
the period covered.42 Without these particulars, taxpayers would be deprived 
of adequate opportunity to prepare for an intelligent appeal as they wpuld have 
no way of determining what was considered by the taxing authority \n making 
the assessment. In the present case, NPC was deprived of its right tb due 

I 

process oflaw. ! 

Tax assessments issued in violation of the due process rilghts of a 
taxpayer are null and void an~ ofno force and. ~ffe~t.43 In ba!ancinglthe scales 
between the power of the State to tax and its mherent nght to prosecute 
perceived transgressors of the law on one side and the constitutional rights of 
~ citizen to due process of law and the equal protection of the la{vs on the 
other, the scales must tilt in favor of the individual, for a citizen is right is 
amply protected by the Bill of Rights under the Constitution.¥ hus, this 

" See LOCAL GOVERL'IMENT CODE Of 1991, Book Il, Title I, Chapter 6, Sec. l7L 
SECTION 171. Examination of Books of Accounts and Pertinent Re~ords of Business1. en by Local 
Treasurer. ~ The provincial, city, municipal or barangay treasurer may, by b)mself or tHrough any of 
his deputies duly ~uthorized i~ wr-iti:ng, exa:n,~1e the b.ool<"..s~ acco~ts, and. ~ther pe,rtinent 1fc?rds of m1y 
person, partnership, corp01·at10n, or assocrntion subject to locai taxes, :;.ees rurn charge1~ m order to 
ascertain: assess, and collect the correct amount of the ta.'\., fee, or charge. Such examinrion shall be 
made duri]Jg regular business hours) only once 1Dr every tax peiiod, and slnn be certified to by the 
examin.ing officia'.C Such c-.ertificate ::;haH he made of 1-ecord in the books of accounts e1r L¾e taxpayer 

In case th-= examiniJtic,n herein ::,mho:dztd fa made by a duly amhorized depUt) of !.he iucal -~ l 
trnasurer., the written authority of foe deputy' concerned shaU specifi.taHy state the mi.n1e1 address, and 
business of the taxpayer vvhose bockf-, accc11r.1ts, and pertinent recyrds an;: to be examined, th,e date an-ct. 
piace cf such. exarninaticn.1 and. the procedure to be foHmved in e-onducting the same. I 
, For.L1is _ _µmpose,_.t.h~ .records .of the r~vcmw dls~ri9t _uffice cf_the-B1.1re_au of.· l~iemaijR~wenue ~hall 
De made available to tti.e tocal tre.asu(el". his dr:;puty Dr amy auth.onzed represematrve_ · 

42 Sec Citr Treasurer ofJtfa.11./la 1.-. Philippine Bcv~n1g.:J Partners, Inc., G.R. No. 233556, .:::,eptember 11, 
2019. ··· . ·· · . I 

43 Commission€.r o_( Inten;c':.{ Revenue v. AP,:m .. P,-·od1.,:ct:.· Mc:.m{fi.icturing. inc., G.R. Nns. ~0 1398-99 & 
20]418-19, October 3, 2.0l.8. I 

44 Commis'siorutr of Internal Revenue.._,._ JJ.L5F' C..-;1.:;itxiig+ inks ?hfls., Inc., 748 Phil.. 760--7731 (2014). 
! 

) 
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I 
Court need not belabor on the other 1ssu;:;s raised. for it is well-settied that a 

• I 

void assessment bears no vali<l fruit. 40 ! 
I 

i 
A final v;rord. We rem~rd the Ioc:'it taxLng authority rhat in a$ much as 

the power of taxation i~ somdi'mes c<llied {he power to destroy, lit should 
exercise its power to levy taxes, fees,, and charges with caution to lninimize 
injury to the proprietary rig.1-its of th~ taxpayer. 46 As this Courtl ruled in 
Commissioner cf Internal Revenue v. Fitness by Design, Inc. :47 · 

I 
Ta:,es are the lifeblood of govc:mment and should be colleqted 

without hindrance. However, the c,)Jlection of taxes should be exerc~sed 
"reasonably and in accordance with the prescribed procedure." ! 

i 
The essential nature of taxe~ fr,r the existence of the State gr~nts 

government with vast remedies to ensure its collection. However, ta;;payers 
are guaranteed their fundamental rigr.t to due process oflaw, as articuldted 
in various ways in the process of t?s assessment. After all, the StaJe's 
purpose is to ensure the we-11-being ofits dtizens, not simply to deprive J' em 
of their fondamental rights. 

FOR THE STATED REASONS, the Petition for R 
1

view. on 
Certiorari is GRANTED. The Decision dated September 9, 2016 and 
Resolution dated J\1arch 17, 2017 of C01.Lrt of Tax Appeals En Banb in CTA 
EB No. 1233 are REVERSED. The Assessment Leiter dated June I 24, 2009 
issued by the Provincial Treasurer of the Province of Pampanga id declared 
t'<'ULL and VOID and is CANCELLED. 

SO ORDERED. 

45 Commissioner o_f''Jnidrnal Rei,enuc :;, J.tqufgtJZ Philippines Cdrf.'-, 7X4 PhiL 87-1-899 (2016) citing 
Comrnissiun.er (f!m~rnd Revenue 1·. R1:ye.~, 5 ~ 6·Phil. l 76..:191 (2U06). j 

46 Commissioner" ofJmernal Revenue::. Y21me.·f Phihj>pines Corp .. G.R. No. 222476, May 5, 002L 
47 799 Phil. 39!-420 (20i6). 
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