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This just proves a point often pointed out in my lectures that the 
corporate entity is meant primarily to attract investors to place their 
money in the hands of professional managers (a divorcing of own
ership from control) and that most corporate doctrines were intended 
for such a set-up. Close supervision of one's investment should! be 
more compatible with other forms of media such as partt;tership and 
sol~ proprietorship. In fact, the Corporation Code has given a special 
type. of vehicle for investors who wish to actively manage th~ir in
vestments: the close corporations, which have been termed as mcor
porated, partnership and for which intervening stockholders are made 
personally liable for corporate debts and obligations. 133 
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133 See Sec. 100, CORPORATION CODE. 
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This short article is intended as a guide towards the better 
understanding and application of one of the most common defenses 
against tax liability: prescription. There are instances when the 
government assesses a deficiency or collects on an assessment after 
the prescriptive period for assessment or collection has elapsed, 
Prescription as a valid means of resisting the government gains added 
lustre when it is recalled that usual injunctive remedies do not 
generally apply in tax cases.1 Set-off is, likewise, not available as an 
option.2 

Why does prescription exist? If the power to tax has been 
characterized as the very "lifeblood of the nation," why does the legislature 
allow prescription to exist as a defense against its exercise? In the 
cogent language of Justice Labrador, the rationale for its existence is 
that: 

The law prescribing a limitation of actions for the collection of the 
income tax is beneficial both to the government and to its citizens; 

• LI.B. '89, Ateneo de Manila University; Editor-in-Chief, El Pone11le (1987-88); Managing Editpr, 
Ate11eo U.u' B~tlleli11 (1988-89); Associate, Tanjuatco, Corpus, Tanjuatco, Tagle-Chua, Cruz and 
Aquino Law Offices. · 

1 EXECUTIVE ORDER No. 273, Sec. 219, NATIONAL INTERNAL REVENUE CODE, as revised [hereinafter 
NIRC]. The only exception to this occurs in cases where the Court of Tax Appeals feels that 
the collection of taxes may jeopardize either the interest of the government or of the taxpayer. 
In such a case, it may issue an injunction only in aid of its appellate jurisdiction under Sec.l 
of Republic Act 1125. 

2 A claim for taxes is not such a debt, demand, contract or judgement as is allowed to be 
set-off under the statutes of set-off x x x The reason on which the general rule is based, is 
that taxes are· not in the nature of contracts between the party and party but grow out of 
duty to, and are the positive acts of, the government to the making and enforcing of which, 
the personal consent of individual taxpayers is not required x x x Francia v. l11termediate 
Appellate Co11rt, 16~ SCRA 753 at 758-59, year furthering citing Republic v. Mambulao L11mbe~ 
Co., 4 SCRA 622 (1988). 










