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Those tro cases iavelvs claime for refund of in-
come taxes paid to the rsupendent Colleetor by peti-
tionszs Jese Loen Gonzalos (C.T.A. Cuse Ne, 328) and
the spouses Juoms F. Gonzsies snd Fertunato ds Loen
(C.T.A. Case No. 329) in the respective amounts of

en the besis of the partial stipulstion of feets
subsittod by the perties snd the sdditionsl svidsnee
peeoanted by them, the fellowing faets have boan s3ta-

Potitioncre Jeoss Leon Uenzalsz and Jwans F, Ooa-
zalez (tho latter msrried to potitiomez Fortunste ds
Loon) were paxt ownaws of & pazxeel of land, eoeh o
the oxtent of ens-sinth (1/6) thorcef. This parcsl
of lond, situsted in Bacsa, Goleessn, Rizol, contains
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on arss of 871,982 square metors. The property was
inhorited by potitieners sad four other ce~hairs from
their wether, Dofiz Rufins Nagelisse Yda, do Genzalez,
who diad In the City of Manile on August 14, 1940,

On Janusxy 26, 1947, the Republic of the Fhilip-
pinss fued an action in the Court eof Filrst Inetanue
of Rizal to expsopriate the sforesald propsrty undew
Commonwoalth Aet le. 539, end the day fellewing, teck
pecsaseion of the same after depeeiiing the smeunt of
238,850,00, The cupropriation prececding was ultimstsly
olovated to the Suprome Court (G, A. Ne, L-4918, prom.
on Hay 14, 1994), which decided by virtue of & final
Judgment that the just sompansstion which the Govern-
mont should psy for the Oupropristed parcel of land fn
quootion should be #1,.50 per squars metor which ameunt
as per desision was paid to the ownexs by the Govern-
ment spelusive of intorest st the legal rets ef & freo
Jonmswry 35, 1947, the date the Govornment tool posses=
sion of the property. Semetime in Nevember, 1984, pati-
tionere (i5 the ether ce-owners thercef were pald the
ampunt of ¥1,307,973.00, the declared just compontatisn
for the enprepriated land, as well ss the sum of
f»"&&mgm.m@ reprosenting 6% interest per annum on
tho amount of »1,279,123.00 (#1,307,973.00 ainus
$28,850.00, the ameunt dopesited with Courd In 1947),
fer the pazied frem Jomuopy 35, 1947 te Octobesz 31,
1954, loss tha amount ef »60,000.C0, paymant of which
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wh the oasis of tne avove figures, respondent
deterninec that petitioners Jose .eon Gonzalez and
Juans F, ronzalez each nade a capital yain of
¥2lig,98.725 and that each also receivea the awmount
of 8944M.61 as their share in the interest of
$930,587,70. Treatiny the said amounts as taxaole
income anu atter allowing eacr netiticner a personal
exemption of M, 800, , respondent ossessed anc de-
manded from each of them the sum ot »86,166,.L as
income tax due and pavaole for the ymar (904,

On hovember 18, 19954, upon the reruest of res-
pondent, the Feople's owesite anc Housing worporation
turnec over to the Aureau af internal 3levenue the total
sum of #%16,007,00, repressnting income tax due from
the six co-swners of the expropriaten wonralez property.
retitloners Jose Leon uvonzalex and Juana F. wonzalez
ware each credited by respondent with the amount of
r86,166,0L as payvient of income tax for 1vbé as evi-
oences by the followiny otficial incone tar receipts:

retitjooey neCEirl ;0. Late Amount
Jose ison Lonzalez DAAL91 nov. 19, 19D& 186,166.0%
Juana F, vonzalez 52496 wmov, 19, 14ba  86,166,4

vetitioner Juana r, Uonzalez, in her ietter (pp.

3d=36 Bin roc, of W.I,A, vase No, 329 cated February
29, 19956 which was receiveo by respondent on march 1,
1956, requested for the refunc of the sun ot #24,426,00
onlvy claiaing that the assessnen: wes €rrinedus on
the sole ground tnat tne arwunt ot :89,309,6]1 repre-~

senting interest, was considered as an ordinary ioCouse
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then it should havs bosn treatsd as sapital gain.
For the same reason, pstitioner Jota Lscn Gonaalex
olse seguested for ths rofund of the amount ef
04, 426.00 in his lsttsr dated Novesmbax B, 1956
{Bxhibit R, Felle of szhibits, Annox €, Fetitien
for Revisw in C.T.A, Case Mo, 328y pp. 47-49 BIA
2a, In C.T,A, Cess Ne, 328) which was recaived by
zospondent on Nevembor 14, 1956.

On Neveabsr 12, 1996, rospendant denlod tho
zoquest for rofund of the sum of #34.426.00 filod
by petitionsr Jueme F. Genzolez but ne asstion hod
beon taken on ths rofund slaim of Jess L. Genzalom.
On Nevember 15, 1956, potitienaxc appesaled te this
Ceuxt for the review of ths dicpytod incoms tox

Before we presced te rovisw the inctant case
on the asrits, we must firet detosmine whethor er
net this Court hae jurisdiciien ovar the prosoat
patitions for refund of the oum of +86, 166,00 filad
by cach of the potitioness.

Sostien 306 of the Netienal Intornal Revenus
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nay e maintained, whether or 1wt suth Likx,

L dwVe Wi 3umt nas veen pald under protest or

durgss. In anv cas~, no such 3u .l op proceeding

shitel we veyun arter the expiration of two

years from the dete of payren® of the tex or

pelhialiye”

n8 will ve notea irom the avove-cuoted provision
of our tax ¢ocde, une of the recuirements oefore a suit
or proceediny cén ve maintzinea in any csurt for the
rcfund'of any nternal revenue tax, is that a written
clafm [or its refund snould d>e duly filec with the
wollector vi internal 1avenue oetore fillny the action
In court a.ad wefore the expiration of two years from
the date of payaent of the tar sought to oce refunded,
This requiremenc is clearly mandatory and non-come
pliance therewitn is fetel to the actio. (wee roco &
“o. vs, Fosadas, 05 Fhil. 6403 santiago Jermejo vs.
collector of Internai sevenus, 47 0,G. 292 (Supplement);
FoJs Kiener vg.,, Ltd, vs., David, 49 J.,GU. 18B%Z:; Jonnston
Lupoer «0, Inc, vs., the wollector 3i Internal sevenue,
YeHe NOe L~2242, April 23, 1927). The claln for refund
shgulc seil {o2th i cetali the ftacts and grounds upen
winich the s3uae L3 o3sed and appriss the wullector ot
Internal tevenue accordingly, (Asistic retroleun wo. vs.
Fosadas, 2 rhil. 728, «ae Faoco ve. rosadas, 5i,r2; see
also U. S, vs. l'alt & Tarzsan #Afg. «d. 263 U, 269).

In the casve at dar, we note that petitlioner Juana
F. vonzalez's ¢laim {or refund dated feoruary 29, 19%t6,
and petitioner Jose Leon uwonzalez's reqguest for refund

dated rovenwer £, 1956 which are ldenticel, cover only

the amount of :24,426.00 and thet the only vasis for
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their claims for refund is the alleged erromeous treate
ment of the interest of £89,309.61 as an ordinary ine
coma, which petitioners allege, should be considered

as a capital gain for income tax purposes. Their claims
for refund do not mention the total sua of #86,166,00
which is the sudbject of their present actions for re-
fund, nor of any other ground or bDasis for their claims
for refund. There is no showing tﬁat respondent con-
sidered the claim as regards the entire tax of #86,166.00,
but appears to have limited his findings to the contested
aaount of #¥24,426,00. While petitlioner Juana Gonzalez

de Leon has made a last minute modification of her claim
for refund by increasing it from #24,426.00 to #86,166.00
as appearing in her letter, Exhibit J (Follo of Exhibits)
dated November 24, 1956, the same was made more than two
years from date of payment of the tax on WNovember 19,
1954, and must therefore be considered time-barred by
section 306 of the Teax Code, The records do not show
whether or not the petitioner Juse Leon Gonzalesz in
CeTsA, Case No., 328 has ever filed a claim for refund

of the full amount of ¥86,166,00 vefore or after the
deadline of the two-year nttl¢x1911VO P.r$¢d as was done
by the other petitioner, Juana Gonzalez de Leon five (9)
days after the deadline,

Gonsequently, we are of the opinion and so held
that petitioners failed to comply with the mandatory
requirement of the law with respect to the filing of
their respective claims for refund of the amount of
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#86,186.00, clitheugh they have bomplied with said re-
quiroment with respoet te their claims fex refund ef
the omount of #34,426.00. Therofers, the jupisdiction
of this Court must and should be limited te the deter-
aination of shother or not petitisnsrs are entitled teo
the rofund of the sums of P34 ,436.00 o8 contemplatad by
thoir claime for refund and this veuld depond on whethop
or net the trestment by sespondont of the intorest in
the ameunt of #89,3208.6] s cerzect and in accexd with
low,

Thus, the saly issue loft for us to detarmine in
thoos iwe cases is whethor or net the zospoctivo sums
of PB6,309.6] which the potitiensxs »oceived as in-
teraats reprocent sopital galn er erdiatry incess.

Potlitioners contumd that Intercst pold 4in ezpro-
pristion procsedings conctitutes sspital galn end not an
exrdingry incoms, snd tharefors contluds that recpendent
committed sn srror in toulng the intsxsot peid te thom e
spdinopy income. In support of thalr contemtisn, poti-
tionere zely on ths cases of David 8. Apemn v. Commis-
sionsy of Interncl Rovemuc, 47 STA 138; Plonesr Real Eeo-
taes Co. v, Commiscloner ef Intoxnal Rowvenus, 47 STA 856
Commiocoioner of Intornel Revemue vw. Apploby’s Bestats,
123 7. 24 700 mnd Seaslde Improvemant Ce. v, Cesmis-
siency of Intornel Reveswe, 10D ¥, 24 990, Howswok,
we find that the zuling in sald ceses relied upon by
patitioners has olrscdy besn abandoned and the provoll- -
ings on sceount of late papment of the compansstion fex
the cupropristod prepasty is taweble es urdinasry income

M
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Issse G, Johmeton £ Ce., v, United Stoton, 149 P
2d 831, in the fellewing wexde:

o Gt

Commiss lener :.!
y's Estate, 2C

Fez one thing, the interost does net fezm part of
tho salos price and thepefers cannet be considerecd
in the dotorminstion ef the espital gein (see Soa-
ward Afeling Boy, wve. U. . 261 ¥.8. 229). Rather
it is poymant or “cemponucition fer thoe wde eor
forbsarcince of mency s damaces for its dotomtien”.
(Foll River Elcetwric Co. we. Commicaiomcs, 23 BTA
168, 171 see vlse Hogen ve Commissioner’s Cewstd,
160 Alo, 544, 49 Se. 417 Kicselbach v, Commisdience,
317 V.8, 399)

Fellowing the prosant rule in - the Unitoed Ststes
2e gotharod in tho cuces cited abovs, we awpe of
the opinien and so hold thet the sum of #86,309.61
recoived by potitioncre as intarsot, is exdinary
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igeewe and not capitel gain,

IR VIEW OF THE FOREBGOING CONG IDERATIONG , the
dosisions of the respendent Cellector of Intemnal
Revenue donying potitionsys’ clasims fer vefund
should be, ss they are horsby, sffirmed with costs
againet petitieners.

50 UHDERED.

Monila, Philippines, July 16, 1998,
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