AF™ATIC OF THE PHILIPPINES
CuURT OF TAX APPEALS
QUEZON CITY:

THE FHILIFFINE COSSOLIDATED

 COCONUY TMDUSTRIES, INC.,

‘Petitioner . .
 versus ‘ CTA CABE WO, W03
THE COLLECTCR OF INTERRAL
REVENUE, 7/
Respondent, RX' A b

Xe=eoooeooeeeex ()

/DECIEIDH

This is an sppeal from a decision of respendent,
dated October 7, 1954, holding petitioner liable for the
sum of #364383,00, as documentery stamp tax on the
original and tnum- issues of certificates of stock,
under m-u I‘l! and 213 of the Fational Intﬂ'ﬂl
Hevenue Code, pm the sum of #3,600,00, as gomproni se
penalty.

Petitioner, a domestiec mu- duly organized
and n‘hﬁu under the laws of the Fhilippines, with
prifeijal office and place of business in the City
wm,uwummuﬂm,
mamufacturing, produeing, importing, exporting, sell-

s s

——

produets. IimMMﬂﬁmw'ﬁum
sxchange Commission on October 3, 1950, with an

anthoriged eapital of #70,000,000,00, of which ¥4,
375,000,00 was subseribed, Payment of the -hmp-
tions congisted of the tranafer of two patent r{.lhta,
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namely Fatent No, 20, for "cocogas," and Patent lo, 67,
for "bonotex," which, with the approval of the Secu=
rities and Exchange Commission, were given a fair
merket value of P14,375,000,004 and, in pursuance to
the suggestion of the Secretary of Justice for the
proteection of the public investing in similar indus-
trial ventures, htltim'l incorporators-snbsecribers
deposited with the Securities and Exchange Commission
P14,000,000,00 worth of shares of stock (Cortificates
of stock Nos. 1 to 15 out of the #14,375,000,00 worth
of shares standing and appearing in their names (See
Exhibit "B," pp. 66«70, GTA rec.). The deposit was
thusly conditioned that "no sale or transfer, convey-
ancey, pledge or incumbrance of any kind or nature
shall be made on these deposited shares x x x* and
“shall continyie until such time ss the sald Securities
and Exchange Commission shall release the same or any
portion thereof upon the declaration of a dividend

in such an amount as tluiuuitin and Exchange Com-
mission may deem adequate, or m‘ conditions and
circumstances that the said Commission may deem sueh
relesse justified,” later, pursuant to & permit granted
wmmuummmmu.wu
stock worth #791,400,00 (Certificate of stock No. 16
which were originally issued to A, E, Prats), were

—

trensferred to various persons. However, no document-

ary stamps were affixed on the original end transfer
issues of the certificates of stock in gquestion.
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Aecordingly, respondent, in a letter dated Uctober
7y 195%, demanded from petitioner the sum of #36,383.00,
as hmhﬂ stamp tax on the origmi and transfer
issues of certificates of stoek, plus the sum of
#3,600,00, as compromise penalty, or a total ef
$39,983,00, computed as followss |

Documentary stamp tax due on 23
original issues composed of
143,757 shared at P1004,00 a
share with a total value of
’1“‘]3?5]?00.% at #,50 doe-
umentary stamp for every
#200,00 or fractional part
thereof of the par wvalue of
such gertificates « « « « « ¢ o ’35,%‘.50

Documentgry stamp tax due on
1,040 tnmru issues com~
pulml of 7,91% shares at 100,00
s i s Rt ke &

#791,400,00 at #,10 document-

ary stamp for evepry 7200,00 or
fractional part thereaf of the
ar value of such certificates

Total documentary stamp tax due

Plus: Compromise penalty . .

After repeatedly requesting the reconsideration
of the assessment, which requests were denied by
re t, petitioner interposed the instant appeals

Nowhere in the records of the ease nor in the
memorandum submitted by petitioner in support of its
stand do we #ind that petitioner's 1iability for
stamp tax on the transfer issue of stock certificate
Noe 16 to various persons is contested, In this eir-
ﬂitﬂfﬂ. we sustain the assessment for documentary
stamp tax in the amount of P4k1,50 on the transfer

issue of stock certificate No, ‘IGA The only qﬁcm-
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therefore is whether or not mtlti@r is liadle for
documentary stemp tex on the certificates of stock
~ Nes. 1 to 15, vhich were deposited with the Securities
and Exchange “ommission.
Section 212 of the National Internal Hevenue
Lede pm’-ﬂlll'

. "gEC, 212,
unmwﬂ
original issue, whether on organization,

recrganization, or for any lawful pur-
pose, of urtlhutu of stoek by any :
sssoeclation, company, or corporation, there
shall be collected & documentary stamp tax
of fifty centavos on each two hundred pesos,
- or fractional part thereof, of the par
"value of such certificates:
That in the ecase of the origi issue of
> gtoek without par value the amount of the
deocumentary stamp tax herein bed
shall be besed upon the a consider=-
ation received the association, com~
pany, or corporation for the issuance of
sueh stock, and the case of stock divi-
dends, on 8 value represented by
esch share, (As amended See, 2, Rep-
ublie Aet Ho, 40, Seec. 1, blie Act
H' “?')'

Petitioner contends that there has been no such
actual issue of certificates of stock as to make the
said certificates liable for the corresponding doe- |
umentary stamp tax., It srgues that issuance involves
delivery, sctual or constructive, of the certificates
of stoek to the stoeckholders, and inasmuch as the cer-
tificates in question were deposited with the Securities
and Exehange Gl-.tu_:lm, there was no delivery, hence,
no issuance of stock certificates within the con-
templation of See. 212 of the Tax Code,

Fetitioner's contention 1s without merit, /The
shares of stock m.l‘llb,bbﬂ,mﬂ,urj. the ownership
over which is evidenced in certifieates of stoek Nos,
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1 to 19, were subseribed and paid for by petitioner's
ineorporators. Having been paid for, the filling in
of the saild stoek certificates in the names of the
incorporators~-subscribors and their deposit with the
Securities and Exchange Commissiom in pursuance of the
. instrument of deposit, Exhibit B, execcuted by the im-
corporatore-subseribers themselves, constituted an
original issuanee within the contemplation of iee,

212 the Tax Code,

The fact that sald certificates of stock were
delivered to the SEC for deposit until released does
not mean that there wes oo delivery, as contended by
pltltﬁnu, for delivery may be agtual or gongtructivee
The delivery of the stock certificates to the Yecu-
rities and i!xehann Commiasion for deposit was a cone
structive or symbolleal delivery tharu&:—f to the sub-
seribers-incorporstors, The Commission merely held
the certificates for the htt-r.]

Moreover, even petitioner, through i. %, 'rats,
its general manager, admits such issusnee in its
. letter to respondent (Exhibit "3," p. 39, BIi ree.),
which we quote in part:

"x x x These shores, all belenging

to the 15 incerporstors, remained un-

issued pending the issuance of the per-

it to sell the "CCT ghares of stoek to

the publie, After a study and

econsideration, on Mareh 5, 1951 the

S8EC imposed as one of the conditions

for the lssuange of tho‘::rl“, that

the shares of steck of ra=

tors be issued and ted with said

Commi ssion, 1In with said

resvirement, we 1ssued on April 19,
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atinue under depo the SEC and

have naver been used nalﬁ,ltrnn-furr-d

or in any wvay I!lill"nf by thelr owners,

up to the present time., In other words,

the issuance of the stock certificates

in question was made in pursuance of a

reguirement (setual and physicsl deposit)

sed by the Securities and Exchange
ssion as one of the conditions for

the 1ssuanece of the FCCI permit to sell

its shares of stock, This deposit of

shares was for the benefit of the cor-

poration exclusively, and to the extent

and period of said deposit it has been

and still is a prejudice to the affected

incorporators.” (lItalies supplied)

1t will be noted that in the above-guoted letter,
petitioner expressly sdmitted that it "issued on
April 11, 1951, the individual stock certifigates
in the name of the inecorporators to the amount of
#14,000,000,00 and turned them over to the SKC on
deposit,” 1t does not appear fair te alleow petitioner
to deny such issuance after admitting that said cer-
tificates of stock were igsued and deposited with the
Securities and Exchange Commission. i

In connection with the compromise penalty of
$3,600,00, 1t 18 now well settled that the imposition
thereof is 1llegal and unauthorized (“nll-éiar vs.
University of Gto, Tomas, G. 7, Nos, L=1127% & I
11260, Fovember 28, 19583 Collector vs, Pedro Bau-
tista et .10, G, R, No, L"‘M) w 2?’ 1959')0

Premises considered, the assessment appesled

from 418 hereby modified in the sense that petitinuyr
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shall pay, within 30 days from the dete this deecision
becomes final, only the sum of #36,383.,00, as doe-
umentary stamp tax. With costs sgainst petitioner,
80 OHDERED,
ueson City, October 25, 1965,

0PILO De REYES, SR,
residing Judge

Wi CONCURS

Assoclate Judge
N

s A ¢
Associate J e



