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COUj UF - TAX APPEAL:s

MANILA
. MANUBL ., PINEDA
- ‘ " as one of the heirs \;9
of deceased ATANASIO
P1NEDA ‘1?\

F-%ition-r, | .
versus : 'AVU“\ C. To Ao CASL NC, 364

THE COLLXCTGCR CP INTERHAL
REVENUE,

PECISIUHN

This is an appeal by petitioner Manuel I,
Pineda, as one of the heirs of the deceased
Atanasio Pineda, from the decision of rolpéndont
Collector (now Commisgioner) of Internsl Revenue
assessing and demanding from the estate of said
deceased (1) deficieney income taxeg for the years
1945, 1946 and 1947 in the amocunts of #135.83,
#436.95 end #1,206.91, respectively, plus 5%
surcharge of FEE,98, 1% monthly interest thereon
from November 30, 1953 to April 15, 1957 in the

amount of F720,77 and compromise penalties for

late filing and late peyment in the respective -
amounts of #80,00 and #40,.00; (2) residence tax
for 1945 ia the amount of #1k.505 and (3) real
estate dealer’s fixed tax for the kth quarter of
1946 and the whole year 1947 in the sum of #207,50,

inclusive of comrromise penaliy in the amocunt of

FEU.OG_.

Originally heard and tried on four (k) issues,
the first of which was whether or not the right
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of the Collector (mnow Commissioner) of Internal
Revenue to asseas and collect from the estate of
the deceased Atanagic Pineda the above taxes has
presarided, this Court, in a decision dated August
30, 1958, held that said right had preseribed. '
Consequently, the decision appealed from vas re-
vers:d and the respondent waz enjoined from
collecting the taxes sought to be collected. The
remaining three issues raised during the apreal
were not passed upon. Subseguently, the respondent
Commissioner of Internal fevenue appealed to the
Supreme Court whieh reversed our degcision "insofar
as it helds the action for the collesction of EESE!!L»
taxes for 1945 and 1946, the real estate dealer's
fixed tax for the “th guarter of 1946 and the whole

year of 19%7 and the 't:iffff:¢35§—r°r 1945 19
barred by the statute of limitations, and affirmed
ingofar as the income tax “or 1947 is econcemned"
(G. R, No, I=015422, May 31, 1961), and remanded
the reeccrds of the case to us for further proceed-
ings.

Pursuant to the order of the Supreme Court,
the case was heard on August 29, 1962 and the
parties sulmitted the case for decision without
further evidence.

As borne out by the evidence of record, the
facts pertinent to the issues left %o be resq;vnd
by us may be stated as followst Atanasio Fineda
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died on May 23, 1945, survived by his widow,
Felicisima Bagtas Pineda, and fifteen (15) dﬁlldrcn.
one of whom is the herein petitioner Manuel B,
Pineds. The deceased itanasioc ineda left, among
others, buildings which were rented by the City of
Manila and private individuals,

Proceedings for the settlement of the estate
of Atanasio Pineda began on August 30, 1945 in the
Court cf ¥irst Instance of Manila, during whieh
the widow, Mrs, Pineda, was appointed adminiatrtf
trix. The estate did not file income tax returns
for 1945 and 1946, The settlement proceedings
ended on June &, 194 and the administratrix wvas
relieved of her duties and rngpansibilitics.

After an investigation conducted by Examiner
E, 4, Espinosa and on the basis of her reports,
the respondent determined defiglency income taxes
against the estate, e¢/0 Mamuel B. Fineda (peti-
tioner herein), which deficiencies are, for pur-
poses of this decision, itemized as followss

1943

Net income per retulfn . « « « « « » « $#1,722,07
idd: Disallowances and dia-
grepancies:
Rental Receipts per inves-
tigation . . '522007
Rental iecelpts =
per return . . _Z,282,07 # -
Repairs - Major
repairs (recon-
'tmﬁtioﬂ; & 5 & % & B w8 2'”"‘
Collector - not supported = 460.-
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Expenses of administration
notﬂ”’m..-...' sooo"
Amounts be distributed
to some heirs - not

supported « .« « o ¢ o o _1,500,= _%,900,00

Net Income per investigation . . . . #6,622,07

Less: Fersonal Exemption e o s ®
Amount subject to 24X ¢ . ¢ ¢ o o o

Tu due thereon . . .'10’8.66
25’ mws. 5 » ® B
Total due as tax . .

(s.. m. '“’ p. 1{}" BIR rec.

1946

Net dncome per retulffl . « « « « o # 708,00

Add: Disallowances and Disere~
pancies:
Rental Receipt per inves-
tigﬁtiﬂﬂ b .. .F“’ﬂ'ﬁ'ﬁl.ﬁ
Rental Receipt per
return . . » .Ell;EZE;r B 46,00
Hepairs - Major Hepairs , .3,000,00
Collector ~ not sup-
Fort\‘d L ] L ] L ] L ] [ ] L ] [ ] L L ] mo.u{ll
Expenses of sdministra-
tion - not supported , , 1,000,00
Amcunt to be distributed

to some of the heirs . . 1,650,00
Wet Income per investigation , . . « F %jéﬁﬁ?%g
Lesss FPorsonal Exemption « ¢« « ¢ o '
‘Iﬂuﬂt‘uh“’ttnt‘xooooo.io.

Tax due thereon . . . * 349,56
25% Surcharge . . « «
Iotal due as tax . .

(See Exhibit 15, p. 36 BIR rec,
The data in the reports of Examimer Espinosa were
taken from the recorde of the estate proceedings,
the records of other offices and the inccome tax
returns of the estate filed at a late date, e.g.
on August 2%, 1953 (BExhs., 2-A and 4=k, pp, £ and
3%, BIR reec., respectively), for the years 1945

and 1946, ‘

404

g



DECISION -
CTA CASE RC, 36h

5

The respondent also assessed the estate for
real estate dealer's fixed tax for the 4th gquarter
of 1946 and the whole year of 1947 and residence
tax for 1945, computed as follows:

Basic residence tax . . . P 0,50
&rmrlﬁoocnooo' 25
Additional residence tax 11,00

25% surcharge « « ¢« « « « iig;gg

Real estate dealer's
raxea tax bth quarter, -
®E R > & ¥ & .
‘%7’.....‘ 15Q.°°
Compromise for failure to
provide with real es-
tate dealer's fixed tax

r“.iptcoo-o-ooﬁ

(See p. 106, BIR ree.)
The remaining three (3) issues to be resolved
are restated hereunder,

"2. whether or not the series
of assessments made by respondent
against the Estate of the deceased
Atanasio Pineda, served on the peti-

_ tioner Marmuel B, Pineda in his person-
al capacity, are valid, considering
the faet that the Judinill sdmini g-
tration of the estate was closed by
order of the Court on June &, 1948
long before the disputed lll.llllﬂ ]
were made and served.

“3. wWhether or not the assess-
ments under review are supported by
the facts and law appliecable theretoy
and

*), whether or not the peti-
ticner herein, Manuel B. Pineda, may
be held liablo for all the taxes
assessed against the estate of his
deceased father Atanasio Pineds,."
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In view of their nature we shall jointly
consider the second and fourth issues. Fetitioner
contends that the assessments are nct wvalid for
the reason that the same were made against the
estate, the judiecial administration of which was
already closed, and that he cannot be held liable
for all the taxes in guestion.

\/hb believe and are of the opinion that an
usu;nt cannot be made out against a non-existent
estate. (Deforest Hulburd v, Commissioner, 27
BTA 11233 296 U. S, 300.) However, the tax
unsmts are valid against the petitioner im
J,rnportion to the share he received from the es~
tate for the “heirs and distributees are liable
individually for the payment of all lawful out-
standing claims against the estate in propoertion
to the amount or value of the property they have
respectively received from the uh_.tt'&ﬁourn-
ment vs. Pamintuan, 55 Fnil, !6)."/140:.“.1-. the
claim for payment of of taxes embodied 1n rcspou-
ggt'n answer to &__Q__Ltlﬂu for review of peti-

s g™

tioner partakes of the nature of an assessaent

e —— gnago i

mmwﬂ{s«n-p. of the Fhil.
vs. Oy, G, R, 1=0153686, April 29, 1961).

But it is also contended by petitioner that
the income tax assessments in guestion are not
supported by the facts and the law. The resolution
of this contention hinges on the deductibility or

%bn—ieaécﬁ/'//:é o The é)t/cw;z,)e. . c/a) 05 ﬁi/ﬂ“‘ﬁ&
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gross income of the estate. In this connection,
1t must be stated that the petitioner did not
introduce evidence, oral or documentary, to justi-
fy the deduction of these expenses. It was in-
cumbent upon him to show that respondent committed
an error or mistake disallowing the deduction
of these expenses. To be more specific, he did
not show thet the repairs for which the estate
spent ¥2,200 and #3,000 for the years 1945 and
19%6 were minor repairs. On the contrary, the
findings of Examiner Ls inosa show that these
amounts represented items for contractor, nevw
lighting installations and materials, construct-
ion of garage, painting of roof, new stairs, 24
keys for room, wire fence, etc. These should be
capitalized and depreciated anmually es the addi-
tions appreciably prolonged the life and increased
the value of m_m;gggfﬁ He also falled to
prove that the collector fees were duly expeanded by
the estate. Similarly, he did not show that the
amounts distributed to some heirs came from the
rental income of the estate and mot from the
corpus of the estate as found by respondent’s
examiner. (See. 57(a) of the Tax Codej See. 207,
Rev, Heg. No. 2, Department of Finance; see alsc
irene 0'D Ferrer v. “oumissioner, 20 BTA B11j
Elizabeth Anderson v, Commissioner, “emo U; ., Dkt.
99972-9997%3 Itola Ramson v. Comm., 2 TC 647;
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Carrie Cox v, Conmissioner, 31 BTA 819; Brown v,
Commi ssioner, 9 BTA 521.)(/As to the expenses for
administration which were disallowed hy respondent,

the same are expenses of the estate which are
deductidble from the gross estate and not from
gross income.7 (Monserrat v. Collector, C. T, A,

m“/zo 11, Dec. Eﬁ’ 19559)
It 1s suggested by petitioner that the sur- '
charges and interests sought to be collected in

consequenge of delinguenay sre contrary to law.
We agree with this suggestion. Seetion 51(¢) of the
Tax Code, before its repeal by RA No. 2343, exempts
the estate of a deceased person from liability fer
the 5% surcharge and 1% interest for delingueney
in payment of the income iuuh;]

Anent the disputed real estate desler's fixed
tax in the sum of F207,5C, the evidence shows
that the income of the estate of the deceased is

doéivoﬁ from the rental of its real properties.
However, petitioner argues that the estate cannct

be held liable on the ground that it is not a person
under Section 19%(s) of the Tax Code, as amended

by Republie Aet No, 42 and that it was not en-

gaged in a real estate business. That the estate

was a person in the juridiecal sense during its
existence 1s without question. And the fact that
its income vas d;rived solely from the lease of
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its buildings is a clear indication that it was
engaged in leasing real estate within the con-
templation of Section 194(s) of the Tax Code, as
ln:j9£d. ,
As to the residence tax imposed for the yoar'
1945 4in the amount of F1h,50, we are of the cpin-
ion that since those held liadle for this tax by
Sections 1 and 2 of Commonwealth Act No, 465
are inhabitants of the Philiprines and corpore-
tioni, and the estate is not one of them, the |
imposition of residence tax cannot be allowed. )
Finally, the comjromise penalties sought to
be collected by respondent cannot be legally im-

posed, (Central Azucarera de Tarlae v, Coll,

of Iat, Hev.y, C, T, A, lo, 206, Ogt. 15, 1956
affd, in O, R, Nos. L-11760 & 1-11761, July 31,
1958; Uestern Mindanao lumber v. Coll. of Int,
Hevey €. T. A, Casge lio, 223, Oct, 27, 1956, afrd.
in U, R, No. I-11710, June 30, 1958,)

WHERCTFORE, the decision or‘tho respondent is
hereby modified. Fetitioner is ordered to pay
respondent his share of the following taxes:s (1)
deficiency income taxes for the years 1945 and 1946
in the amounts of #135.23 and #436.95, respective-
1ly; and (2) real estate dealer's fixed tax for the
hth quarter of 1946 and the whole year of 1947
in the suzm of #187,50, to be computed in proportion
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to his shere in the inheritance, without speccial
pronoungement as to costs.
50 GRDERED,

m*l.’ Novomber Eg', ‘963.

(/‘(/"@ HARTAND RABLE
Presiding Judge

I CORCUR:

%) sovan x. wais
Agsociate Judge

~
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