REPUBLIC OF THE PHILIPPINES
COURT OF TAX AFPPEALS
QUEZON CLTY

PISO BANK,
Fetitioner,

C.T.A. CASE NO. 4117

THE COMMISSIONER OF INTERMAL
REVENUE ,
Respondcent.

This is an appeal 1y om L he vespondent
Commissiones of Internal Fevenue s decision daenying
petitioner’s  protest  ageinst  the assessoent  of
F258,183%,. 29 issued as deficienacy /ﬂ;wni percentage
tax for 1974 as a lending invesLoe,

Fetitioner s A domestic corporation ard
incaorporated in 19274 as an investment bouse, Tt is
provided with a privilege tax receipt as (1)
contractor (23} dealer in secuwrities and (32)  as
guasi-banking institubtion auvthorized by the Central
Bank .

During the pariod from PMay wup Lo December 1974
it was ascertained and verified upon dinvestigation
that petitioner placed tobies oy by o f ite

stockholders in maney  @arkoel trvemmtments  whioh
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earned  interest amounting to F2,866,129.9%, for
which respondent assessed petitioner on February
14, 1980 and demanded the payment of the total

et

amount of P2 .29 as fixed and percentage taxes

for 1974,
Fetitioner, thra oo lebtter  dated March 134,

STHICTAN W

1980, protestad the tax a
I a finael decision deted fugust 11, 1984,

respondent Commissioner of Interns ] Revenue denied

the protest. Hence, pebtilibioner appoealed,
The only iscsue prescoted for determination is
whether or not during the year 1974, petitioner was

actually engaged  in the  bosine

as o oa bemddng

investor subject to  fixed and  percentage tawes

prescribed by Section 19400 (row Section LH7) (00

of the Taxw Code).

Then Section 1924(0) (now Secbion 15%7(L)) of

the Tax Code defines a lending investor as fol lows:

"Lending inwestor! i buddess all
pevrsans  whio o malke s prractice of  lending
morn ey i themse ] ves o at
interest."”

For the entire period of the yvear 1974, that

is for the three (X)) quarters thereof, 1t made

ements for  which it

short—-term money  marke pla
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earned gross income for the Znd, 3Ird and  4th
quarters, of Fé&aGl, 176039, Feag, 859,10 and
F1,336,054.06, respectively. Fetitioner in fact
admitted that on several occasion it placed in
money  market transactions thes equity of its
stockholders as shown in dits letter protest dated
March 13, 1980, However, it denied that it is rmet
engaged in the bhusiness as a lending investor in
1974 as it "merely invested its funds for a short
period of time in the money market in order to
maximize the return of its idle funds. There was
na ‘husiness’ of lending money with interest when
the money market placements were made. There was
no  habhituality and continuity or & practice of
lending money at interest.” (p. 9, Fetitioner’'s
Mema . )

We belisve that petitioner had been habitually
and continuously lending money for interest in 1974
and hence, ould be considered  and taxed as A
lending investor,. For practically the entire
period of 1974, it did habitually sngage itself in
the business as a lending investor considering the
number of market placements 11 made in 1974 of

which was "for the entire pericod beginning the
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second guarter throwugh the fourth guarter of 1974,
grossing therefrom e Bl s 129 .95 in interest

income. " (p. 4, Fespondent’ s Memo.)

Indeed, the lending activibtics of petitionsy

are "characterized as conlinous ard bhabitual rathey

i

onal " P 4,

than merely occa =pondent’ s
Memo . )
The cases of Molo vs. Yabtoo, 71 Fhil. 468,

which held thos

"Wher e it AEAT S that 05
OEEA e o« person accepted mortgage .0
quarantee loans Lo be made to different
persons at an interest of 10% and such
PEr&Eon o not Prove that ART N
transactions were made accidentally o
TRALISE whi certain pecal i
bl soopav asgpercl by
woogurancbioa of Tending
Mmeriey - pARIRE Decoming &
lending invest Linele s the law,
(Underscoring suppd ied)

(A reiames
e am 1

is applicable, and Siao Tiaoc Hong vs. CIR, et

al., CTA

By,  A7ED, Meroh YEL19T70,  da  in
points

"From the above transactions, it is
apparent that petitioner continuously and
habitually engaged in the business of
lending momey with interest to several
entities and persons. These lending
transacti ware nob dleonlated cases but
they represent a series of loans showing
habituality. "Habituality" in the
practice of commerce presupposes the
repetition and continuation of commercial
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w1 b marer that t ey AFE
3 each  obl (RS oy of the
© QINMmeE prae pcese or el owhdeh they bend

»
e e b

to have:

WHEREFORE , the decision of the Commissioner
of Internal Revenue assessing against petitioner
the sum of P258,183.29 as deficiency fixed and
percentage tax, plus interest, as a lending
investor is hereby affirmad.

With costs against petitioner.

S0 ORDERED.

Ouezon City, Metro Manila, June &6, 1989,

'ANTE iC. ROAQUIN
BSOCIATE JUDGE

WE CONCUR:

SRR
. e S /
@Wamz Lj_,,é,.i)/ /
AMANTE FILLEE
PREBIDINRG JUDGE

R s

Al 2. REYRSG
ASBOCIATE JUDGE
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CHERTIFICATION

I herehy cortify  that this decision  was
reached after due consultabtion amonag the members of
the Court of Tax AOppeals 0 accordance wiith

Section 13, Article VIIT of the Constitution.
P S f | >
p | . ) s v
Cdtrgopordm f ¢ eF v

PREGSID¥NG JUDGE
Court of Tax Appeals




