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$230,631.00

In 1950, petitioners received war daamage parmenids
Lla the sum of #175,000.00. Construeticne gnd reoon-
structions were andertaken on soie of the sforeccid lots
tn 1956, 1951 and 1955. Ver thete purpous, patitioners
spent 68,986.50 in 1950, #10,000.00 10 1951 sod -
ll}d;uwaw ia 1955. To suance the value ol cne of
the lotu, patitloners bought an adlelalug parcel for .
#200,000.00 1o 1957, Later la the year, thay seld tc the
Martines Loyba Inc. a lot for a-mﬂm.uuo

Fetitlioners' soare in the lacoune of tas propertisa
‘subjeet of .tnls case are veported lu thelr individual
incona tax returs anl. o thelr flasnclal statoments,
the set up is eslisd “joial accouut” by whlea peotitloners
mean that "the lancome resllzed as reperted in thess nlgtes
sents cowse frow the propertis: jJoluilly ownad Ly the sis-
teors."

The maln lssus: iovolved In Lhese cases wres

1l: whaticer petlticners Lerein are

l1iakle to the payment of cor-
porsle luceme btuxy

2, whateor the right of the respond-
ant to assass U9 Llaocome Lax Tor
tha ’;ﬂ‘ “?ﬂh 195% hug sire.dy
L
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e shether patitioners are llable

for sfduinistrative penaltles
snd intersst [or Failare to file
reburas. _

Unregivtared partnerships are subjleet to the in-
come tax on corporations unded Geotion 24 of the
fetional internal ilevenue Cecde in relstion S Sectieon
B4(b) of the same Gode wuleh resds as follows:

Goe, 4. Definltions. -~ When used ln
this Title -

(b) he tera “eurporatlican” ineludes
partoerships. no metier how ereated or
erganized.  jeint-stoek companies int
accounts (euantias en mlht;u&h -
sdeistions or insuraace nadss, But
does not 1 duly regls
eopartuerships (compafilas colectlivas).

Petbitlioners nov urge thut hay Love no formed an dn-
reglstered partnership and they are mere ca-owners of
pruportlin, bhece are nol subjeat to the locome lax on
eorporations.
* Article 1767 of the Civil Code of the Fhilipplnes
provides:
Wy tus contraet of partnershilp tws
or mors persons Llnd themselves to con~
tributs monay, property, or industry to
a eommon func, with tha incention of
dividing tue profits amgng themsalves.
Pursusnt to thils artiole, the essentinl elements
of a prrinershlp are two, namelys (a) an agroesment to
contribute monay, preperty or industry to a common fund;

and (b) intent So divide the prefits among thne contraot-
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log porties. If these two elements goncur 1t i: im-
waterial that tha partiss termed thely releticnshlp as
mers co-cwaarsihilpy for 1t iz not whet the parties call
their aireemeat out the true psmture thereol that eon-
trels the legal effects of Buelr sets, Thus, in Flo-
reneio Seyes, et al., vs, Comm. of Int Hev., et al.,
(G-, No. L=2%020-21, July 29, 1968) petitioners there-
in bougit a lot sad bulldiag reglatering the preperty
ia their names as ownars 'pu indiviso and letting lor
reat the bullding te difforent lessees. The Syupreme
Gourt concidersd peiilioners therein ss partners asud oot
mere co-gwners since the preperty was bought to be opere
ated f‘ll’l'ﬂfl.‘lla)

Upon eensideratlion of alli tha faets snd elroumstances
surroundling the ease, we »re satisiliec that petitioners
have formed a psrtnership engaged in real estate business
for profits becmuses

1. lone of the propertisc in guestion appears to
be deveted to residential purposes or to othar personal
usse of petiticners. A4ll ths lots have been leased
separstely to ll:l"ll‘:l persons frem thelr aequisition !.n
1930 te the present. From 19%1 to 1959 alone patitioners
netted ¥1,438,125.86, The lots are all under the adminis-
tration and mgnagenent of a third perty, the Martines Ley-
bs. Inc., & eorporation engsged in real estate business.
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aatu sl coni . sation snd that there = = i of W
titlonlng sald &ts so tha: petitiu ers msay be egua
ly situated from the e & polnt after pa 1:len,
sl s=llow. . Undes this explana ion these v
“les wlll sever be part ‘loned becauss 1dea parti ion
can be done bu: =ui. The propertie a - %o hard
to partition. I cases lnvolving wmseseus o
“ots 1o thls case, the a lyeations oy be made by sl
w th equitabls adnstasn’s 1f the o reums: oo @8 oo
quiss: It may =88 ke lss e say at Yils jumeture that
t Taet that ' 1957 petli i bought a parce = land
frem the raswmiraes = Wy Ueeevited preperiies to ashesso
the v ue of wiw of said propertles; and the "t tha"
they undertook constrac ions amd sweems Gree tloss e e
properties eu .2r show ' they had no atentlon
disss ving the e2lemiiill: ee-smarship of the properti <
betwins them. Cn the scotrary the' s % iliss Llnten ion
was 0 continue keeplng them under ostensible «o s
elp and in the meantime use them ' asiness in tha
guls

To oup wnd. the sal setl e wlee. of the forego-
lae @ soums tances clearly indicetes tha' peti lonesrs
e asEebliGassl g peotaership-

(ﬂtttlm santend that since these properties woin
inherited by ‘hem thes it ecan pet be gald that ‘hey havé
Sapitsl #s=%r bations to us®ify the sxistence of a par®
warehip. This Cour” held in Lorenze T. Ufia, et a' .
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lianltetion provi ed in Section 51(e) of the Natlonal

Internal Revenue Code. Nith ¢osts against petitismess.
8C CRDERED,

Quezon Clty  December 23  1970.

RAMOR L. AVANCEAA
Assgclate Judge

ROMAN M. UMALT
Presiding Judge
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