BEFUBLIC OF T9E PHIIPPINER “p
COURT OF TAX APFEALS 0
1}1
THE MEIRS OF JOSE MA. CACHD,
Petitioner,
- versus = C.T.A. CASE NO, 563

COMMLOSIONER GP INTEANAL
REVENUE ,
Respendent, ‘
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DECISION

This 1s an appeal from a decision of the respon-
dent Commissioner of Internal Revenua, 2ssessing ajainst
and demanding from the petitioner the sum of #14,732,07,
88 sugar adjustment tax for the ¢rop year 199219853,
plus # 200,0C as compromise penalty,

The facts, as stipulated by the parties, are as
follows: ‘

"l. The petitioner, the helirs of Jose
Ma, Cacho, is 2 duly registered general co-
partnership organized and existing under
the laws of the Republic of the Philippines
with business address at 213 lMvers Building,
Port Area, Manila, The respondent 1s the
. duly appointed €ommissioner ef Internal ile-
venue of the Hepublic ef the Philippines,
gqealified to act as such, and with address
at Finance Suilding, Manila,

*2. The petitioner, on Uecember 21, 1949,
entered inte 2 contract of lease with Cia.
General de Tabacos de Filipinas invelving
certain parcels of sugar land owned by the
former. The contract of lease provides, smeong
others, particularly paragraph 4 (b) and (c)
as follows:

'(b) EL ARRENDATARIU se obliga
a pagar al APRENDADOR cemo renta anual,
los siguientes percientos de la total
coseche de arucer que se produzce en
les terrenos arriba descrites y su de-
rivade, la melaza, & saber:
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De 12 cosecha 1952/%3 el IOA'

*(c) E1 pago de 1a renta o ale
guiler anual en azucar se a
al APRENDADOA durante la epoca
molienda a2 medida que la Central
Amma de Tarlac vaya expediendo

s'. y el porciento Corres~
pmdnntt arriendo a percibir
ol se compondra pro-
pmimlmto @ II produccion de
los terrencs, en azucares de expore
tacion y consumo local,'

“3. The respondent, by 2 letter dated
Agi.l 3 192«7 demanded from the petitioner
the amount of #14,732,07 as
ar ldjutmt tax for the uw ar 1992~
19 3 under Section 3 of Commonwealth Act llo.
567, as amended by Republic Act Neo, 13583,
computed as followss

Total rental value (1C%)

participation £69,TI0. 47
fdds Land tax paid by

Hda, Luisita 2,893,060
Total rental ¥ T2, 604,07

Less: Uik of the assessed
value of the land of

289, 360,00 57.872,00
Amount due and collectible :14,732.07

"4, The amount of #869,7IC.47 referred to
in the preceding Pll*l!l'lph hereof was computed
by the respondent on the basis of the gross
selling price from market quotations in the
United States for sugar for export at #17,2317
per picul, and on the 88 selling price from
market quotatioms in the Philippines for sugar
sold locally at ¥14,6140 per picul, The said
amount of i-‘ﬂ 710,47 s arrived at by the res-
pondent as £ ilm: ‘

Sale of 326,61 piculs eof
sagar for local cone
mti.ﬂl'l at I'“.ﬁlﬂ} . 4,773{73

sale of 3,722.94 piculs
of sugar exported to
America at #17,2917 64.152.&

Value of 9,703 gallons of

molagsgses at ¥ U8 pexr
galion, less b tax 760,71
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Value of 2,08,0%

savans of palay at
F10,00 (paid by

lesses) — ]
Teosal EQR.010.237

“S5, In fixing the amount of Fr69,710.47
2s the money value of the rental or conaide~ -
ration collected by the petitioner from the
lessee under the cantract of lease mentfioned
in paragraph 2 hereof, the respondent did
not consider the following expsnses and
charges incurred by the lessee in connec-
tion with the sale of sugar abroads

Fixed and extra charges on:
326,61 piculs of sugar

for local con ifon # 7,01
3,722,94 piculs of
sugar for export 4,988,84

Expenges incurzed in un-
loading the 326,61
piculs of su sold
in danila " the com~
missien of Chus Yu 26. 27

Expenses incurzed on
3.722:“ piculs of
sugar exported te

America:
Expensesg in

America 84066, 66
Expenses in

m‘ll “1;“

Commiseions __ 940,09 _ 9,199.18
Total expenses

and cherges Sidalol

"6, The principal issue raised in this
case is the determination of what constitutes
the *money value of the rental or considera-
tion cellected' foxr purposes of tne tax ime
pesed by Section J of Commonwealth Act Ne,
567, as mu:z Republic Act e, 1983,
under the contr of lease mentioned in
paragraph ? hereof, According te the res-
pondent, the 'money value® of sugar repre-
senting the 10k participetion of the peti-
tioner from Macienda Luisite should be based
on the gross selling price in the United
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States and in the Philippines of sugar
fummmdfurlu consumption z '

regpectively shown in puaw.-aph
hereof, :b other hand, the
tioner nintain that in fixing ¢t n!.d
’ value of the rental?, expenses
and charges mentioned in paragraph ©
hereof should be deducted from said
?I‘ﬂtl selling price, and/or that the
nluo of the rental' shall be
the value of sugar at
tht time uf he issuance of s
pursuant to the provisions of parasgraph
4 (¢) or the contract of lease above-
mentioned, and not on the basis of the
gross nli!ﬁg price quoted f{n the United
States.”
In computing the suger adjustment tax authorized
by Commenwealth Act Ne, 567, as amended bv Republie
Act No, 13583, the respondent proceeded on the theery
that the money value of the reatal or consideration
collected by the petitioner amcunted to.the groes selle
ing price of the sugar, undiminished by the expensges
incurred n the s3le, plus the amount paid by the Ha=
cienda Luisita as real estate tax on the leased sugar
land, The petitioner, however, disputes this theory,
contending that such expenses should be deducted from
the selling price of the sugar, and to the resulting
balance should be added the amount of real estate taxes
paid on the land,.
ihe contrariant claims of the parties hinge upon
the fssue of what is the basis for determining the sugar
adjustaent tans And this issue turns upon the proper
interpretation of Section 3 of Commonwealth Ast No. 567,
as amended by Section 1 of Hepublic Act No, 1583, whieh

reads:
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*GEC., J. When any land devoted to

the cultivetion of sugar cane is ceaed
te others by the owner or by the person
in centrol thereof, for a consideration,
under a contract of leasa or otherwise,
such owner or the persoen in control therse
of shall pay & tax sguivaleat tc the dis-

ference vetween the money value of the
rental or consideration collected and the

The ‘aeseeped valua ol such Tenltatud of

Undaz the afore-cuctod stetutery provision, the
sugar adjustment tax avlhocrized therein shall be agqui-
valent to the difference beilween the money value of
the rental or consideration guijlscted and the awnount
representing X of the 2ssessed value ¢f the lessed
land. The tax is on wh\at was actuolly collected and
received by the lessor, less the amcunt representing
the i (formerly 1%8) of the zasessed value of the
sugar lande And if the xental or consideration is in
kind, the meney value of what wag actaslly collieczad
should be deterained for purposas of the tax.

~ In the detexmin2tiern oi the money valus in the

case at bar, the expensas invelviag such rental 2

consideration should be discounted, for tha sere were

not actually collected by the lessor. Jsrid sxpenses

did not form part of the rentsl]l oxr consideration re-
ceived oy the petitionar herein, This beiny the cass,
the sun of #14,751,3C representing the total expenses
incurred in the sale ¢f the sugsr In gueetion should

be deducted from the yross pricas of Fé3,Th .47, thereby
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leaving & walance of #54,9599,17, And as correctly
conceded by the petitionexr, the resl estate tax
anounting to #2,893.60 paid by the Hacienda Luisita

on the land in question should be added to this bal-
anca, thereby rasulting in the aggregate amount of
197,852, 77 &8 the monsy value of the rental or consi-
deration collected by the petitioner, This {s s be-
cause the real estate tax was paid tn the name and

for the beneiit of the lessoxr., And inssmuch as the
money value of the rental er consideration collected

by the petitioner is less than the amount of #57,872,00,
which 1s equal to 20k of the asseseed velug of the land,
petitionexr i{s not liable for the payment of the sugar
adjustment tax provided for in Section 3 of Coumorwealth
Att hie., 567, as amended by Section 1 of Aepublic act

No. 1583,

WHEREFOAE, in view of the foregeing consideavae
tions, the decision appealed from should be, as 1t s
hereby reversed, without peonouncement 2s to costs.

0 OHLEAD,

.Hlﬂul. June 23, 1960,

Presiding Judge
I concur in the remult,

e

Asseciate Judge
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