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Feti“loner sough: g 7ov. ow of the decis on of iw-

s onden” “omumissior. = Internal ‘eveaue, dated Sepiis
wor 7, 965, assessing the spouses J. Amadc Araneta
and Ester Aianeta the amount of ¥272. 08,08 represent-
ing defisleney incime texes, 2srshargeds and In' o us &,
far 19%%, 1958, 19%9, 1960 and 2961,

Mr. Jo Amado Arsnete. o petitioner primarily sed-
yeect Lo "ne tary assess.ent, ls Lue president sud stoCk-
holder oi several corporat’ons, pasnely: J. Awsdo Arsneta
& Goo; rullippine Fiber rrocessing Co.; w:n Lhie Poillp-
pive Finapelng Corporaticu of the Fhadlilppines- In Negros
Ucclaental, he -onirols sevesal sugar centrals, such as
the Mesae Suger Cen 'al, Tellsay Dacolod Miliing, ete:
He owns agricult o al lenc snd Lhe Haclenda benlfeclo
whilsh was: seold in 'v5a,

Frow *he sa'' tosperations and sugar centrals, A%,
Araneta eceived saglaries, bonuses and fividenas whish



DECISION -
CTA CASY NU-
|
a e reportad i incowme tax £ on e "sasab e
eipts ba 8" and the iniome caraing on

sraal wwals”,

¥ Lhe vesrr under rev o g5 sol peti i
J. Amedo i-aneta 7 led with the bureau of lutsrnal Hev
nes *ic income tax raturns, £a6 ing “vrwin insome Tom
salarles;, bonnesk and tiwidonds S0f omitiod ‘heraTrom

he incowme from fa“ming ant the gain dei'‘ved = om the
sgle f Hsclends Bonifacle,

On Cetolwr 3. 962, sf-uwr petiilvnasrs were informed
of Memorandum Opdar Ne. 50-62 of ' ‘spondent dated
September 0. 19062, g7anting amnesty to all texpay. . #
who shall Tolontarlly -epor® until Novewber 3L, 1962 the!”s
EQrreet income for prior yowrs, they filled with i
bBureau of Internal Heveni: office the ‘orrespondiug
amended lucouwe tax returns for the years 1%°7 to 961,
declaring therelin the wecls ed income from wrming
amounting to #30,301.80, B63.239.95 #18,983.60,
B13,075:6% and #9. 746,04, respectively and ths sapita’
gain of P34 .223.%% Trom the sale of Hasclenda Bonifasi:
in 1958. 1In short petiticners failed Lo daclare in
Lhelr orlgiysel lncows tax returns for prior years
el anount o #169,.570-66.

tha basis of the eamended income tax r. urna,
otit aede pald the additionsl taxes and ilnterests due
“rom chem "o 1957, 1958 and 1959. Ths additional insome
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Fa'ilicuers anal‘teu Lua’' they dv no dilspu i °
nie ¢ "Undetlznrea axport procasca® (3561, "inlerael

on saler tax payautle" (1953 aud the “24% additl o
plan®ors ghare “rouw Ma-av ugar Cenir: * 59
volving #8,130.65, #9,)76.2 and ¥5,.770 11 cospestd
wowevar ; petliticuers assa ! ane disputed the sars
ness o the I  lowing ltems. nasely:

Le Interest lumoue of #22,933.Y7 lfroa .
Anado Arareta « Co 957 & 3

2, Intesemr® ‘reome 4 B1.600-00. »#.,800-00
and # .617.3 £ ou Finaneing Corpore-
‘on of the Phil‘ppines, for 930, '9%9
and (96u, vespectively,

7. locome ~f #06,003-.-96 £foom /. Amsidic
irgne s & To. Tor 1959;

4, Income | ¥ . 90.02 rom PRl pples
Fiber Yroces iug ‘0o r 1959

. Undec'ared p:cf*t of ¥l20,16z.k2 lrea the
sale of Hac =nda Bonifecio ‘ws [958

- Proo tlon expenses e 402,54 fa-
cusied aftes hn IIlI of H:c anﬂa Bnn
facio ocr 19%8;

“o 0% surcharges gs “ran penalty-
He zhell doscuss Y sontasted fVems i S

o e o 3 F sk - ik
ERTPEIE S Ties 0 [RERE e T R L
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of ¥22.9931,97
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10C macn of ths rsars umaer

ESV1 e

Por @as S YRS GgE Y (7 po L tioxe:
Anado Aransc:, prsa‘gen’ anu cusn 4l lng stockiiolaer

BT Jo Amgde “raneta & Co. wmy creul’sd i “he bocks
‘e Gupany 5 Sl OF ML 990,97 a8 yesrdy laoteren
8% on “h amouni of s4%9,879.7 sdvanced by hiw

ine Phil’ppine hatl onal bank ‘o 557 in pajaen: of

y

aald sompany- Ve said early lutevert
B24,99%:97 we2 nefitngs pala '» ossbh nor collectsd
petitionsr Jo. Amaco aAranefs; Tie cocuopapy, howewsr, S
dncted the sald ‘nterests 'row grus: inccwe lu
sapporate iucome ex returus. lue aforesa . d 1u eresis,
bowever,;, ware Lrealed LWy respoldent as yvearly iucoms
petitivners “rom Y57 1o 136!

The said Infersa’ incous wWwasd dan'eq ' petitiomes
and a leged an dxlenses “hati (1 e Interes’» wers
ue bes palu bpsk wer cpllected by petlticuse Jo
Agdo Aranets; () acd pet'tioner had no Kuowledge tha®
he sald intsrests ware crdfited to Olm pon losl uetion
' owrs Gregurie hor'ega, manags: I Lle ‘cupany; and

the inte es '@ “ieaifea Lo Kio - Amg o Arane’ | wme
crroneously wade Wweoiwos seid pe ‘tionar wes indent.d
Lo the company in amosmts MG =dlag #:29.879.33 paid

him %= e Philippise Na®l . Dank.
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Feaglive 2 the raswlt of e asareise 25 pis o
shalsc, (3. Bo Gullled
?:_I"ﬁ a'u E!:'! :1;;;_'_" 320'!1

Brxs 7. Ampfic Araneti'z Figh" ts =eeaive e

rerest ‘wsome 8 recorded im v boocks o . Amado 7

bs & Doy Uha sald companmy AN Thosms ) @ bk
and ready “o zar him| his Fighs % westdiwe ke interesy
income Lo withou® sestristiies a0 L e ties sl Rty
o payment; his Jpllupe %@ seseive the intarest ‘usoae
Was =U his own WaalAE.

inegune x sald to seewue when the Fight e Fedelve

L0 bouomes Tixed (Spring ity Fouades Tu. Ve. Come
mizgioner. 292 V-8 182 . M. o Amudle Aranieta, how-
¢veFr,; slaimed, thru iz aseowntsmt, that ke wight Se
Foaalve he sald luteres” incowe is not known % him
peammes 10 wma Mr. Gregeris Norlegs, Feslden” managsw
of the coupany. wio ‘sswcted “he company oiosutan:
that the accrasdé interess’ in quastiom b Fesnsded in
‘0 books ~F the tompany "= “aver of Mr. Aramets. This
sveteas 2 not tenable. MNr. SFsgneta 29 aa% emly “thw
wesident of the toupany " =rlng n's pame but he =l&s

Jhas
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puns 2 Fenirels She intereat theveef: Yhe sste of
Wiz Fegldos' ashagder Lowelvies Lhe aphabaseilgl intsPant
income L& presumed Uo Be kmawm M ME. Asiaste deSabss
Ehe samd was Feeardad ln tha corpeEy s Beaks TeE g
paried af TSwe (J) yoars. MeFeever; the dedneliee
wow spid pebetemtiad intaFest cupeEse [yos Che yross
Lasons af s somgeny o5 L1957 Ge 1961, Llssalesive, Sa
% ke oeid 10 heve wawn asde witbhen® She Enewisdgs wf
Kro Afuneds as prenldsst and ssotrolling steosidweldes o
the Sos@eay. '

Pl loploted ood slaimed Wek, oleen M¥o 7,
Anado SFeete wae Indebted %0 S, freseds & Go. firss
APEY e A9EL iz amounts smmeuding BYEF,870.3) Wisk wms
sdvensed and pald M him %8 the PALlipoiss Retissel
Bank; no interss’ lncome suwrusd To Mpo Arameie Sesauss
tompensation s se’ ol Gakes affset by esessilon =f

'ﬂ"';:'!ﬂ

Compemartisa 1: & mode of sting=tching e ke
sepensFant gmount *hw chbligasion of tan perFacns whe in
taels o Fight are Fecaiprocally dabfiews and wroditers
ef ae9l othaesr. Whil. sompsnsaiies rgpgemibles Lm Busgy
Fespaata he sommon lan se%efS oF sowndarelyls grevided
im switaic provisions of tha Ralsa of Court £t diffesa
from tha  shier in et a sete-ndf oF eowmbamslaim wmhaEs
e pleaded ‘o bw wllsstual; wharess wespussstion takes
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plese by epsia fon of Lawy aad Ay & T
ly “he *wu % his as soon as *hey wuii® clmul

0 me amoun: ol the . =TT T 17T

c Tameo - Gle -

In oFdes tha' LSERL PoRpaRsalisn may take plase;
indispemusnkis that all the Peqelsilas jrocesibed
by ‘&w mFe* 5 (Athke 1590, E1W astha the rhi
plnes The same "ode prow d
Aite 1079, In orday that +aﬂpanu ien
be prnphF it » ascessary
) ash of s hllﬂrmhl
bound priucipally =ad -
same time | prinﬂ:l.pa.l. ; -*.itor
(5 Thlt- both delvig sppaies in 4 s
of wmoney = AX -
E {'h,s it toen Ao bes dusi
Thutt they uidated o 45
mandacle
It is doubtful whe'tss Wi, 7. Anado Aranets ...
cireditot of J. Amado Arane ' & “0- The only wwidimos
svbunitted to this Court was the teztliuony +7 the wan
pany accvuntant who presented the entries in th: ‘lodger

showing the ba' wices sllegedly dus [rom Mr. Araneta o

the end the yosrs “957 to “901l. The Jjowrngl @sniriss

veidencing the na v of the transa tion between o

indir’dual end the company wers notl subul'ted to

TowrEs far esveluation. The sald yearly ba’suscs may

HFLAN TepPedsn persuna’ Jdrawing sssoun: of ME. o=
g troelises of the company bearing hio name,

the sald balances represen® leg imste indebtednesn: o

T
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BAAERNTE o WAy ward BeS WEaTEn B e snd dmamund
ghle, Neliber were ey llqeldgtod in meaks w1t The
dompany. “heeche ol sving sald company "o odasd

arnst apense (xom LE 8 greds dueseme from (957 %
wind 2% he same time yrasted MPr. SPapefts the anwisirlsiied
gytlee aF not deelering Hie lalsrest Laeess foi an

@ulimite porlod ' =lalming “helt Liz inoome waFe Mo

il

poriaf on the fzabk recelpta md dlisburseaents s=thad

oy sessanting. odaz e fuess and &1 sramstusece =5 S
dasf, 8 are sonsipgioad o keld that the Lotsesak 2o
“ome of M. : Amsdo Afamsti. from Yhe sempusy PG
sopatroctively =wealived by him from 1957 to 196l and Lhe
same should ha '~ been rep. ted in s indlidual incowe
LRX FOLUPRS.

2:

*H '**’Hi"‘l"" I}H Wﬁ"v :
Finaneing Corporation of Ghs
_,1!-:!'1‘“‘"""1"‘"11-1 L
The booss of wroouuts of Floancing Coporetior

ceo philippines show that Mr. . Amsde Araneta 'us
srediied tae mmounts of B3,600.0u, #L, 800,00 and
B8l ae peerusd luberest fow 1998, 1959 and 1960;
Faspostivaly. HRespondent =euildaied %hat i sald
amomte wars sensfswetively Feselivad By Mro Araneta bus
thms uthar elalsed Haeh he wee ol Liskis dRarsies e

spamt s lacemsy weie fcelsyed of She @loPoseipts bunisg.
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- radela 8 s 42 shue pEresidaen: onm ad

of the meid sasporstioca. Lo She ight of ouw

i{yeussiian fn e precaling sssfested iltems o

deelztwd intarent lacome; Wwe b ld
hadeg L3 Iﬁﬂjp“'{-r—g m i e Al e ::';_x:.‘.'.'-‘:qﬂt“ ag Lnlay

supansak ez the sorporation®s

sonstrosiivaly reduived w We. IFuketn and g Ga

Ineledible in hiz gresz Lswiew Auring the vee

rasstlon:

fepay ta e avelifwey &F posslibles ft=m ewveslies,

asgained suthority em lnsoss un commentiag sl faw

theary af sonsgtrneiive Feawels’ agtid;

&

Thare ws g2 sbvisnd pesessity 4 s
Eglunﬂ ths desisine of pelscl woalpt
BE 4 test =X reslisation of ‘oe=amE, Sesl
& meadn®s = tax ‘lability iy not um-
reasamabie in prinsiple. 4 TaEpirer Ray
s0E felibeFgialy wFn His baak on ingome
anda Ttw gulme i Gk y_m:r; in whiah he i
yeport %, 4 Tallure Fratgn ge Qoo
ciructive receipt of income n: incoue
reaillgid would spen %hs door to sveldgesn
and sible aaamlee. A m:g:ﬁ alnewld
pot have the Fight %= aplael aar dn
wish o pedues lnsess e isme 1%
I8 new wiil settled tha® i3 5 whigh L¢
ankieet G0 o SeEparar's dowed das~

mezyl gnd whiech & s fFew %s aniey a: kis

own sotion 2 taxed to him «¢ his income

whelley ke ades 10 to amjoy aw ped,

Mertens, Lay " Feuer:z Incoess Tuxstion,
gég VYa'ls g-g 195.4 ol L

goes 10:

hlt = This ALl W
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Eke Ltame of POO H01,98 snéd $29,196.105. oF 3 hatsd
al 96 ,000:-00, an interralated, o ELMeusy

Ehoags Laips iy,

= the meuis of the “hilippine Fiber F oans
Company, pertisalizely pagn LY of Joupeel Mo, T deied
hpwid 38y ART9 (Bmh: ¥y Bo 2y EoTofle F80:) the Sollew
LK RETies waire raesraed, e =L

Buraing Jdjnsteent oo §P96,000.00

Yo Amado Arsmrts & 20, so—cooeos ﬁ%ﬁaaﬁ-
hossalpited Sugar, ime, oocuoee RPLMN.08

To provids dissietionary sad sutes-
talomen

Toam Tan, Ba &
#2 00 W paw Beeid Resein-
t.tu of Fal. 195%

i' R e n&:umn“gg
v o
FL 1 J— ;00000

(Bxhe U=l po W2y EcTole Fo8.)

Hesponden® 's exsmipers ‘wasted the sald entsise

anountiag “e #96,000.00 a¢ sadeslsred Ansose of Mr. J.
Amado jiwaste 12 1959 megnss i moFplus @d ) usiment
spalt pladd La Bat yea® and e esid aF g Likas
wiise Wi eoeidant ed sontrolling stoskholder =F ko
Priliispine Finer Pracosnilg CORpaRY .

From e evidsmes phdlsmad, W gatioared tha! Wb Iume
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pf P66,803.98 swel SRV;LME.OR ware WeRUL AL ST
vy Jo Amatie Arspwis & Doo sad faseslsted Bugiry Iidayp
pepgestivaly G0 dasdy affiilate o Phllippits Flbas Pree
gsouise Opmueay < Tme disssetionary amd entariolasaus
sxpenses = Mr, Jo Amgdo Mrsamime m AEAU, B4 sai8
advEmsss smoEsting e PR6,000,0¢ were paid My foe ThELN
pins Piber Proecsiiss Casgedy te A% nifilistes, (RsiEn.
U sod Bells)

Neo Jesy SBanchss Sasiifisd thet feoa Jeamary, LFSE
o Desember, 1958, Mr. Seameke wes jeevidsd wilh dis-
SETH SRy fandy JaF wetarisisesst anf Faprosuss i bion
expenses at ae Fatn mi B ,0800.00 & semith as Eresidont
of the Phillppine Filler Procsssing Company pur@nwn: o
L%e Bossd Fesolutisn of Peleuarry 4955, Nr. Arameta
tharafese, Peealeed only P2W,000.00 paF sonns us Fe-
presentation s=pensws for Gos yeais 1957 k= 1958, e
Sehal of PYO,000.00. The lattes NVigurs sebme® ba sald
te have besn senstrugtively swasived by Mr. Wanats in
1959 beeunse the sams wms Spea by him SwF pEles yesPs.
The asld expenditwrEas weite supported by sseaipis and
roushar® whildh were whowh to s investigating FevTenas
wiaminers sz wwa'TiFmed by =i (#e@ BIR resords; H-
298, Bswaveir, S Peeaipte aod wouabers as uall as
tha eworyesponding ook mmiyles foF 1958 amld 1956 weas
not mads wvellalles e e mid GEaminess Beassas i
prosarvation Shasasl afber five (f) years was oot
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pra 1ull'tl'1 Bralion 33 he Ty Tods anldu
the Ias ha “he rcars 19% and 9 Weie S
i iﬂﬂ. ar o tsgponden’ 's ! B

wredng ry vwe hold “hist the asum of ¥96 ulLO, L0

desE No Ll pa af Mo AFanete’'s income L 1977 aost

should @ exelnrdsi lp =omput ag his taxal " o
f=5 the sald yuar,

m 947, Mr, J. Amado Aroosta purohasid Haclienda
Bopdfesde los #23,960/006. On COctober 31. 9586, "
said land tog: v with improvement: valued at
B 300,00 and the beildings ‘hereon iltn a book
value »f P20,2%2.92 were 20! for #2000 000,00, hevs-s
iy reeilzing a2 proiii of B6B,- ".08. 1n the 9&H
apended lncome tex return of Mr. Araneta, he “selared
tha" the cgpitgl zaglp 7+ ved frow the sale ol o
sa’d property wa: pi% 223.54. Reapouden’. howswar,
consideved the ssid proparty as ordinary guse’ and ‘M
profil #a:lized Fom the sple “hwresaf amousting to
#1l20,102:42 me prainary gein.

Under Ssotios 3%/a (. of thne mNatlonal lu » ma
ferenue Caday ol “lasses f propsvty are sep ltal as-
B@is emeap® She folliowing:

le Btoek in “Sade o v o o B Oo%heE property

of + kind whish would properiy 5o in-
elndsl 4An the invenitasry of Whs taxpayw”

— S — o

A
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L v piE &L 150 DEY PeiBs Ladd
T X, Le
vie Hat sedtiun &l A oUm heNenke Co7
pattavied g Lasy Jecllurv iiml Rl ehe U, §: Have=
nue Cpue ° 'S 446 UCh. Seut! MTia) i) o of
Dturpreting and applying sech on i e
Has Revenue Code which 2 sinilar “e awr aw €
- Rl lad ‘Hat Louses wkic g uyeq oFf
ssle ln : ade - Liuses oF § taxparey are

UEE DS 3 hus, 1. e sase ‘o Lo FRIL1l ps
iw® 58 uner of Iutercal Revenue (el T5 Co 4517,
ne Us 8o Taw Cuuzt held as foliowsy

Oir holdaing above "hat the “gacint  oUs
in Overisouk were held by petilloner prigsri-
iy £ gale "5 not incocusistent with ou®
sonRts ury aw with respet¢ to the housas,

4o mtatad abo g TRean: lots in gemwsal were
g laFga part of petfitlonar®s stoek in Yrade
#5 ® res’ ssta e a.ers 'u ths absente
oeidence ‘v the szountrary, the sales of wawmans
12ts in Overbrood at a pFufls duping the
yaurz Gl theougl Pl are purgvaxive aw
“ence the' ‘hey wete neld priuarily for that
purposs a: all tizes. The Overprook homsal,
°n the wihar hend; bLed been held by petliiioss
ot for' Fenial phrposes for a mmmber of years
riew Lo taelr se'w, and a proper analysis
3 ¢ alovumstancas aorrounding their sale
cads a »usul: dlffering mats:ially “rom
relaing to sa'es ' vatant land wh'eh
vas not keld fur investmenlh PUrposes.

47ter houlding “ha® fhe farm and nullding of Ha-
¢leads Boridifecic sre sapital sssets; w» al2s hela “hat
S parm@csnt lmproTeanants made By Mro rFamﬁ‘i in €as
Tmes vonsisting of resds, 7o waysy AF7)gadicn systeins;

mﬁ.uﬂﬂ in sedes Lo pgke 1= sradmetive and seltgaio as @
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suga’ plan®::on wue sapl expendl v s (Sec
Povenue Reg . Ne. 2 The said axn
should, “wrlara. be addud to the aoy: a= 8

twe land ' determining - capital gaim oo
from v ~ of Heelsnda Bonifseio. Consequently, '°
wodinary gain of #1200 40 | egedly < . sed by peti-

TN . i o

pocreniomt ' sussdasrs dlanilewed the predusiion

szpenas of NV 312.%) on e eary et aftes Was
. Hsciwwis Bonifacis on Oetesr 31, 95% petitiocners
wERre B longed s wwmers &L @ald property: The theas:

[ Fospondent o= LEl: sesirs e mnREEnEls. In WS Tiswe

phassy petitisscen’ 1958 amended ineome “an yokwsn shows
that Ghels lssesms Crvew fapming fnring he ssisd yues
amounted to P63 519:-95:. I Lg, Gheralesc, incencedvaiis
tha” "% meagy production wipense - By ' 03 wars i
ineapred gy jotliissads. In the second pleses, 2vus
Upsland. Bopifscio wae dlsposed of by petdilwwess on
fetedgy 1l 1958, ke seld expense Lx ke eullliwaliss
md. hswrToaiing &t ke stending ssape hlLL sumsd by them

age lustifind aed Feasemabis, A0 the sald Gxpanses Wese

fadmsvinl. from peticlessws’ (08 gross income, the wawe
aisald 2ot e ensloered w5 nddlliesc] ianem: &5 po

tllaesrz dering oo sald year,
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Hesponden”  mposed v SQ% zurai - gas on
zisney Insess o2 dum oure from L9 961
undeclared income FLEQ, 570,06 Trom
‘arming and the prof ioned from the sa + = Hacl=-
Bonifacio in 1998: ETFiw said wedecliarel AGFeRs WEPE
‘sported in peti lone @' smended income to»
returns for sald yowrs, ol the defi iency income taxe:
lwe thessoe wers pald by them pursuant to the ofi of
sompromiss sontalned '» Fusponden © Memworandum .
No. 0=62 ‘animi Zepusmber 10, 1962.

G#2%lon 72 of the Revenue Code impo x> = S0k
parebergs pe o Frend ‘ty yass 2 Ta BT Py
vtuen L willfully mads by = JdparaFs. In
the ‘wutemd mase. e 70 ing of e amended income
Peturas for Bs yseps 1957 Tw 1961, inelusive, [ilos
e Sandulest Intsst of the petliiismass te deprive

L TRIEE,

%]

‘v Government - L o a=es. Megewwvad, Twamd e
a SeFiens charge and. %o be sastained, *t mmst Bbe |
ported v wlioar amé souvineing proof. (Repubile v. Nes
& Co.. tdo, G, R- No., L=21609, Sapi, 29, 966, (=
gsqnemtly,; as no svidesss whatssawss was addused by #s
sponden: te wet! v the “"aud penalty, the 508 #v charge
mposs’ on . ticner:' def‘:lency lncome taxe:s 1s bas:-
s nnd unjJustified:

After 7escl ing the actual and legal ' ssues, thuws

e 2till dvw and colleetll s 'm petltioners the 7o’
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Lonflag definismey dnpee: faeay gad Lelerests, W wl%s

ARE7
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(Bgd.  ESTANISLAU K. ALVAREZ
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(Sgd. RAMUN L. AVANCERA
Assvciate Judge
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