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Remanding this case to this Court for further
procesdings, after setting u.tﬁ- its judgment abw
solving the petitioners herein Johmn L, Manning, W,
D. MacDonald and E, E, Simmons from eny deficlency
income tax liability, the Supreme Court in the dis-~
pesitive part of its decision in Commissioner of
Internal Revenue vs, John L, Manning, wW. D, McDonald,
E. E. Simmons and The Court of Tax Appeals, L-28398,
August 6, 1975, stateds “More specifically, the -
Court of Tax Appeals shall recompute thl. income tax
umuu-i of the respondents (petiticners herein)
in accordance with this decisicn and with the Tax
Code, and thereafter pronounce and enter judgment
accordingly.”

Appropriate to state here is the factual back-
ground of the present proceedings,
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MANTIASCO (Manila Tradimg and éuppl.y Co,) had
in 1952 an authroriced capitel sctock of P2,500,000,00
divided into 25,000 commeon sheares, Juliue 35, Reese
owned 24,700 ef thess ashares, and the rest, at 100
shares sach, were owned by the three petitioners,
After Julivus Reese died om October 1%, 1954, MANTRABCO
made a partial payment of Reese’s shares and the cer-
tificste for the 14,700 sharee in his nawe was cab-
celled and a new certificate was icsued in the neme
of FARTRASCO. It was only on Rovember 2%, 1963 whan
the entiye purchase price of Reese's interest in
MANTRADCO was finally paid in full to his estate out
of the sarnings of the Company by ths latter,

In the meantime, at & areciazl meeting of the
MANTRASCD stockholders on December 22, 1958, a board
rescluticn was possed distributing th!lr |
among the petitioners the sald 34,700 shares which
had a total acguisition gost or beok value of
$7,973,660,00, As this amount (er proporticnate
share thereof) wse not declered by the petiticners
as part of their taxable incume in 1958, the respon-
dent Commiassioner of Internal Revenue issued on April
14, 1965 notices of assessment for deficlency tax to
the petitjoners for the year 1958, as follows:

ai h. m . * @ 'i.‘-‘ﬂ.“".'l

Hi ng mu & % i I":"?“.'I

E« B, Simmons o o o A 838,720,142

’ sdtz el
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inclusive of the Y monthly interest and 50" surcharge
as fraud penalty. The petitioners falled to aecure

a favorable roconsideration of the assessments from
the resgondant,

On May 5, 1968, the petiticners filed their
petition for review with this Court., After the case
was tried on Lthe merits, this Court rendered a de-
cision dated October 30, 1967 iam favor of the peti-
tioners, Omn appeal, however, the Supreme Court in
a decision dated August 6, 1975 set aside the jJudg-
ment of this Court, and ruled that:

"x » x the Conmissioner erred in assessing
the respondents (petitiomers herein) the total
acquisition cost (P7,973,660) of the alleged
treasury stock dividends in one lump sum, The
record shows that the earnings of MANTRASCO
over a period of years were uaed to gradually
wipe ocut the holdings therein of Reese, Con-
sagquently, thome esrnings, which we hold, under

_the facts discloszed in the case at besr, as in
effect having been disiributed to the respon-
dents, shouléd be taxed for sach of the corres-

. ponding years when payments were made to Reese's

sstate on account of his 24,700 shares, x x x."

As stated earlier, this case is now before this
Court for the recomputation of the income tax lia-
bilities of the petitioners so thsat thelr taxable
income should be spread over the years during vhich
MANTRASCU made payrents for the decedent's
sharehollings,

Accordingly, the respendent im consonance with

the foregoing decision submitted to this Court his
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recowputations of the deficiency income tax liabi-
lities of the herein petitioners for 19358 to 1962,
as follows: |

JOMN L. WANNING E. B, SIMMONS W.U. MACDONALD
1958 » 877,766.40 L 882,72%.12 » 873,040,586

1959 1323,306.96 123, 306,96 123,306.96
1960 112,603,608 11232,603.68 - 112,603.68
1961 2,933,.:8 2,933,280 2,933,128

1962 _1,220,783,76  _1.220,783,76 _1,220,763,76
TOTAL F2‘317‘394=GC P2‘342‘356.80 ?2l332“63.24

inclusive of the Y% monthly interest and 50% surcharge
as fraud penalty, ttlhlbitl *“I-Recomputation" teo
*12-Recomputaticn,®)

In their "Compliance" dated August 12, 1977,
showing the r:cnnputation:lai their respective income
tax liabilities in this case in accordance with the
decision of the Supreme Court, the petitioners'’ res-
pective income tax deficiencies, accourding to thewm,
are limited teo, and can be enforced only fu;, the
year 1958, which as computed by them, are as follows:

: John L, Manning e o o ¥ 877,766
W, D, McDonald e o o 873,040

E. E, Sinnens s+ e
22,823,008

It is thus ¢lear that the parties are in agree-
ment on the recomputations, and the eurructnnﬁ: of
the amounts, of the reapective income tax liabilities

payable by the petitioners fer the year 1958, And
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even with respect to taxable years 1959, 1960, 1961
and 1962, the petiticners do not assail the compu=-
tations, or recomputations, of the ras cndent of their
respective income tax liabilicles far these ysars,
S0 far as the computations or regumputations, and of
ecourse, the correctness of the amounts, of the petie
tioners' respective income tax deficiencies payable
by thli for the years 1959, 1960, 1961 and 1962 are
concernad, it may therefore be considercd beyond dis-
pute that the parties are alse in agreement thereon,
The collision ocours at the enferceability, or none
anforceablility, of the tax obligations of the peti-
tioners for the said taxable years 1959, 1960, 1961
and 1962, Reasonss

1, Petitioners® position that preseription has
already barred the Government's right to either assess
them or enfourge unll-ntinﬁ of any deficiency income
tax due from them for the years 1958, 1960, 1961 and
1962,

2. Petitioners® availment of the tax amnesty
under Presidential Decres No, 370,

Under Section 331 (now Section 3168) of the
National Internal Revenue Code, imternal revenus
taxes shall be assessed within f(ive years after the
return was filed, and no proceeding in court without
assesament for the gollection of such taxes shall be
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begun after expirastion of such pericd. And under
Section 332(a) Jhow Section 319(s)/ of the same Code,
in the gase of ¢ false or fraudulent return with ine
tent to evadae tax or of a fallure ¢ f(ile & retuzn,
the tax may be assesced, or a procesding in court for
the collection of suech tax way be begun without assess-
ment, at any tise withia ten yesrsz after the discovery
ef the folsity, fraud, or omissicn, Since no deliclency
sssessments ware ixoued Bor proceaciags for Lhe collec=
Iiﬁl of taxes for the years 1559, 1068, 1961 and 1%62
were bogan within ten yesars frce the discovary of the
fraud, asaumning that ﬁ'lﬂ was disgovered by Lhe Bureau
of Internal Revenus on April 14, 1965, the dete of the
sssonsnents iavolved ingthis case, the peliticaers now
alais in these prucesdings for recomputaticneg oi their
deficiency ingome tex jiabilities for ilhe seld yeaurs
thet the Government is slready barred frcwm elther
ascessing or enforcing colléction of their deficiency
inccme tax obligstions,

The situstion hece presented would ROt Sreate
preseription, “hen thse petitiocsars J, L. Hauning,
W, D, Mogllonald and E, E, Slemcns appesled tc tnds
Court from the decisions oi the respeadent Commissioner
of Internal Reveous, all dated April 14, 1965, sssessing
and demanciog from thes the respsctive sacunt of
P2,43C,067,92, P2,423,767,92 and v2,436,729,12 as
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deficioncy ingcme tawx, inclusive uf interest and S0K
surcharge, on their receipt of tressury stuck divi-
dends from MANTNACDO in 1958 valued at #7,973,680,00,
the judicial action for the collection of their
deficioncy income tax liavilities arising from this
transaction was bagan by the respeddent with the
filing of nhis answer to the petlticneras® petition for
review wherein paymeont of the tax is prayed for, This
iz but logyieal for where the taxpayer avails cf the
right to appeal the tax assesswent to cthe Court of
Tan Appeals, the sald Court, and the suprane ;'.".wt

if the decisicn of the furmer is appesisd tharete,

are vestad ~ith the autnority to pronounce judgment
as to the taxpayer's liskdlity, Sither the proceedings
in cthe Court of Tax Aupeals partake of the nature of
a “judicisl action,” within the purview of sSectiomn

316 (now section 302) of the National Internal Revenus
Mnl' Lhe lmmﬁl; the Court of TPax App=als
(Republic Act Mo. 1108) has, in effect, ssended the
aforement lonad Code, in the rense, at least that, ia
all cases which are within the jurisdiction of saild
court (and the Suprens Court In case of appeal), it
milm‘thyraghtmmuhﬂmtumlurh

decide the lssues properly brought before it, including

mﬂﬁl“lﬂmmmﬂrﬂ4p‘rm1hh
from him under the law, (Albambra Cigar & Cigarette
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Manufacturimng Co, vas, Collectox 0f Iaternal Revebue,
105 Phil, 1337; Collector of Internal Revenue va,
Sohol Land Trems., Co., 107 Phil, 965,972; Palance
ve, Commissioner of Internal Revenue, 1-16661,
January 31, 1962, 4 SCRA 263,266; Fernandez Hermanos,
Inc., v8, Commissioner of Intermal Revenue, L-215%1,
1~21557, L-24972, L-24978, September 30, 1969, 29
SCRA $52,)

In the present case, regardless of whether the
total acquisition cost of the undaularud'trnalﬁrf
stock dividends recuived by the petitiocners in 1958
from MANTRASCO 4s texable in 1958 4n one lump sum,
as ruled by the respondent Commissicner of Intermal
Revenue, but upen appesal teo the Supreme Court after
this Court had absolved them, the High Court held
that the petitiocners should be taxed for each of the
correspending years when payments were made to Reese's
estate on account of his 24,700 shares, the Government's
right te collect the taxes due has clearly not pres-
exibed, As plainly shewn by the records, the peti-
tioners® appeal or petition for review was filed with
this Court on May S, 1965, with the resondent Come
migsioner of Internal Revenue £iling on August 20,
1965 his answer, which is still more than aime ond
one half (9%) years before the i:pir-tinn of the ten-
year period from April 14, 1965, the date of the
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demand-letters appealed from, to affect collection
by judicial sction, When the Supreme Court there-
fore decided that the treasury stock dividends dis-
tributed by MANTRASCU to the petitioners sbould be
taxed for each of the corresponding ysars vhen paye
monts were made to Reesse's estate on account of his
24,700 sharea, with instructioms to this Court to re-
computes their income tax liasbilitles in sccordance
with its judgment, ocur plain duty is to apply the de-
clsion as it iz writtem, for thae right end authority
of the Supreme Court te decide the taxability of the
treasury stock dividends M-l-lmp--rtnﬂ— ‘
tence the petitioners to pay whatever taxes due from
them under the law,

The fallacy of the petiticnears' argument is tts
assumption thet the present case (CTA Case Mo, 1626,
which is O.h. So, L-28398 in the Supreme Court) "is
limitéd to and covers only the assessment and colleg-
tion of tax for 1958" (p. 256, CTA records), As ex-
plicitly described by this Court ia the opening
statement of its decision in CTA Case No, 16261 “This
is an appeal from the decisions of regpondent Commis-
sicner of Internal Revenus, all dated April 14, 1965,
aspessing and demanding frem J, L, Manning, w, D,
Mebonald and E, E, Simmons, the respective sums of
»2,430,067,92, P1,423,767,92 snd ¥2,436,729,12, or a
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total of P7,290,564,.96, as deficliency incowe tax,
inclusive cf interest, and 50% surcharge, gn their

zecedpt of stock dividends from the Manila Trading
& Supply Co., im 1958" (p, 157, CTA reccrds; under-

scoring supplied,) And as paraphrased by the
Supreme Court in the first panqinph of its decision
in G.R, No, L-28398: "Thisz is a petition for review
of the decision of the Court of Tax Appeals, im CiA
case 1626, which set aside the inccme tax aseess-
ments issued by the Cemmissioner of Intornal Revenue
against John L, Hanning, W, D, Bchonald and B, E,
l:lynuu (hereinafter referred to as the res-ondents),
for alleged undeclared stock dividends recoeived in
1958 from the Manila Trading and Supply Co., (here-
inafter referred to as MANTRALCO) valued at
17,973,660, (pe 1, Decision of the Supreme Court;
enphasis -uppli-d.)

It is thus plain and clear that CTa Case No,
1626 (C.R, N0, L-2839R) does not refer cniy to¢ the
asgsessment '-nd collection of the income tax defi-
cliencles of the petitioners for the yvar 1958, but
more specifically to the assessment and collection
of their income tax liabilities arising from their
receipt of treasury stock divicends from MAN L KALLO
in 1958, Stated otherwise, CTA Case Ne, 1626 (G.R,
No., L-28398) involves the detepmination, and cole
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Jeetion, of clie amuunt of ctaxes dua from the peti=
tioners on the undeclared 2%ck Jividends recolved

by them in 1558 from HANIWELC, 1f tha pPsssoodant
Comuies iones of Internal favenus assessed the petie-
tioness the Lotel acguisition csst (#7,573,660.00)

of the treasury stick cividends in ene lump sum in
Saxable veoer Av5U omiy, insvsad of spreading the
taxable fnucuse of the petiticner® over the ysars
during ~onaich HAKTHALCO aade paymaoncs £or the S4eCaw
dent's ubaze noliings as ruled by =na Suprawe © .
that was arror an his pert 3s peinted cut by the

Nigh Court in page 16 of its decizicn, At all evants,
the Sovurnzent 1s not bound by Lhe errots or mistakes
of its ageats, (Tam Ouam vs, Court of Tax Appeals,
L-2367€, April 27, 1§67, 1% CRA 9€3, eiting Philipe
pine hAmericem Prug Co. v, Collector of Intersal Rew
venue, L-13022, August 21, 1959, 106 Phil, 161,

Luzch Stevedoring Corperatiop ve, Court of Tax
rppeale, L-21005, October 72, 1566, 18 =CPA 436, i~
ting Lopped Fnid,7 Ime. vo. Collecter, L-108%0, Sep=
eamber 19, 1963, 112 Phil, 17 Centrel] Agucarera de
Tarlac vs. Collsctsr, et al,, L=11092, September 30,
1958, 104 rhil, 652,) The net reault s that CTA
Case Ng. 1626 (6,m, Mo, 1~2839R) is not only & pro-
ceeding for the colleuction of the deficiency incrme
tax due from the petitiosers for the year 1958 bhut
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also a judicial action for the collection of whatever
deficiency income tax liabilities that may be due
from them on their recelipt of treasury stock dividonds
from MANTRAZCO in 1958 valued at #7,973,860,00, which
should be taxed to them, as ruled by the Supreme
Court, "for each of the correspunding years when pay-
ments were made to Reose's estate on account of his
24,700 -haru." And tﬁe corresponding years during
which MANTRASCO made payments to the decedent's
shareholdings were taxable years 19586, 1959, 1960,
19€1 and 1962, f“ince, as stated above, this Court,
and the Supreme Court in case of appeal, have the
right to d¢c whatever is necessary wo decide t.hnl issues
properly brought .bnfﬂra them, 1ncluding the power to
sentence the petitioners to pay whatever taxes are Jdue
from them under the law, prescriptivn has not barred
the Govermment from collecting the lncome tax defi-
ciencies of J, L, Manning, &, D, Mchoneld and E, E,
Simmons for taxsble years 1959, 1960, 1961 and 1962,
on the undeclared treasury Etoﬂj't dividends received
by them in 1958 from MANTRANCO,

The petitiomers would, however, also seck refuge
im ¢he immunities granted undesr Presldentisal Decree
Ko, 370 to any perscn, whether natural or juridiecal,
from any criminal, civil or administrative liability

who may have taken advantage of the benefits thereoi,

476



RECUMFUTATIUN &
FRULLUUKRCEVERT OF JUDGH. NT
CeTae CALE Wi, 1820

The controlling provision is Section )1 of Presidentisl
decree No, 270, which, insofar as pertinent hereto,
textually readss

"1, A tax amnesty is hereby granted
to any per=cn, natural or juridical, who
for eny reason whatsoever falled to avail
of Presidsntial Decrea Mo, 23 and Presi.
édential Decree Mo, 157y ox im &0 availing
of the satld Prosidential Decrees failed
wmzm-umtmmummu
Mlnr-d therein if he now £

'-- beay uumrnth-r
ac:"-ﬂsi’* iona from any scource wvhatsoevaer whigh
are or wWers previcusiy taxable unter the
Kational Internal Revenue Code, realized here
or abroad by condoning all internmal revenue
tares ireluding the increments of penalties
o account of non-payment as well as all
edvil, criminal, or adminiastrative liabili-
ties, under the Reticnal Iaternal Revenue
Code, the Revised Pena) Code, the Anti~

Greft and Corrupt Practices iwel, the Revised
Administrstive Code, the Civil Service Laws
and Regulations, lswe and regulations on
Imigration =nd Deportatlon, or any other
applicebie low ur pmluu' ion, as it 1.-.«( hay o=

Adverting to the terms of the decree, it is
guite clear that the tax ammesty granted te any person
who avalied of the benefite therecf is plented upen

the conditions that he vuluntarily discleosed eall his
previcusly untexed income and/of wealth and an ame
nesty tax of 15 be paid thereon, Looking in rat-
rospect, the petiticners relate:

x x x that vhen the petitioners propared
and filed their tax ammesty returns in Jume,
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1974, there were no unreported or untaxed
income to speak of for the years 1959, 1960,
1961 and 1962 which they could have volun-
tarily disclosed in their amnesty roturns,
The reascn is simple, The decision of this
Honorable Court of Tax Appeals in CTA Case
No. 1626, dated October 30, 1967 was in fa-
vor of the petiticners., It reversed the
reapondent®s decision and cancelled the Ade-
ficlency assessmonts, While it is true that
sald decision was appealed, the Supreme Court
rendecred Ats decision enly em August €6, 1978,
At the time, thersfore, that petitioners pre-
pared and f£1ile6 their tax ammesty returms in
there were no untaxed cor unreported
or the years 1958, 1959, 1960, 1961
and 1962 since the prevailing decisdon at that
time was that of this Honorsble Court of Tax
Appeals, which cancelled the deficlency assess-
ment. All that they were reculred to volub=
tarily disclese, tharefore, were income which
they honestly believed were untaxed or unre-
ported, It would have been the h=ight of ab-
surdicy, nay, stupidity, had petitioners ine
cluded in thelr tax amesty returns the gues-
tioned value ¢f the MANTRASCO sharas which
they acqulred, nctwithstanding the then pre=
valling decision that it did net constitute
taxable income. (pp. 289-290, CTA records,)

The provision of the decree is clear, speciiie
and mamdatory, As far as voluntary disclosure of the
untaxed income is concernad, nothing is said of ex-
ceptivns, supervening eveants or conditions existing
at the time of ffling the amnesty returns, There 1is
no room for interpretation, Our task therefore is to
apply thi_d-:rﬁ as it is writtemn, So applying, ve
rule that since the petitioners could not hove volun-
tarily disclosed, as in fact they have not disclosed,
in their amnesty roturns their praviuﬁly untaxed trea-
sury stock dividends received in 1958 from MANTRASCO
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valued at P7,973,660,00, the internal revenue tax
liabilities of the petitioners for 1959, 1960, 19¢1
and 1962 ariesing from this transaction were ngt ox-
tinguished by their availment of the tax ammesty
under Presidential Decree Fo, 370, For, how can their
availlment of the tax amnesty had the effect of condo-
ning whatever income tax liabilities they incurrxed
upon their receipt of the treasury stock divideands
when the same were not diselosed so that the 15% am-
nesty tax due thereon should have bean paid by the
petitioners. An absurdity would result and mischie-
vous consequences would follow to the prejudice of
the Government for by the simple expedient of avail-
‘ment of the tax asmnesty, internal revenua taxes on
untaxed income and wealth would be condoned even Af
such untawxed income and wealth were not disclosed and
no smnesty tax had been paid thereon,

Even more, on the assumpticn that the petiticners
had avalled of the tax amnesty under Presidentiasl
Decree Ho, 370 and that their income tax liabilities
for the undeclared treasury stock dividends received
from MANTRASCO in 19568 were condoned, their failure
or neglect to interpose their immunities from texes
in the sSupreme Court while this case (G.R, No,
L=28398) was pending tharseim, or 4ia their motion for
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reccnsidiratinn after they encountered in adverse rf\\
Judgment, 1s, to our mind, a walver of their defense
of non-iiability frow taxes on account of thaeir
;Vuilment of the tax amnesty, Thqy are thereby es-
topped or barred from rafsing this defense for tha
fizrst tine in this proceeding which is merely for
the recompuiaticns of thelr income tax liabilities
in accordance with the decisicn of the Supreme cﬁurt
finding tham liashle therete, z2nd which decision has
long beecome final and executorxy,

Kote that the appeal of the resyondent (c¢.R,
No, L=-28398) frem the decision of this Court absolving
the petiticners from deficieney income tax liabilities
was [iled im the Supreme Court scmsztime in November
1967, The judgment of the Zupreme Court in G.R.
No,. L-28398, setting uside the decision of this Court
and reranding this case for recomputations of the
income tax deficliencies of the petiticners was rem-
dered on August 6, 1975, A motion fer recunsideration
of the decisicon was filed by the petitioners or Sep=-
tember 26, 1975 and the same wag Aenied on January 30,
1976, Note also that the petitioners prepared and
filed their tax asnesty returns in June 1974 vhile
this caae was stil]l pending in the lupr-iq Court,
and long before the High Court finally denied the

petitioners® motion for reconsideration, If the
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petiticners really and honestly believed that their
aveilment of the tex amnesty under Presidentiasl Dec-
ree Mo, 370 had the effect of condoning whatever
income tax liabilities arcse from their receipt of
the treasury stock dividends frowm H#HTR&JEﬂ, which is
the subject matter of G.R. Ne. L-28398, their failure
or neglect to reise this defense befcre the Supreme
Court finally decided the case against them estops
or bars them from raising this issue for the firet
time in these proceedings for cthe reevmiutations of
their income tax liabilities in accordesnce with the
final and executory decision of the High Court.

Wwe, accordingly, find no merit in the petitioners®

thesis that the right of the Government to ccllect

their deficiency income tax liabilities for 19859, 1960,
1961 and 1962 on thelr undeclared stock dividends re-
cedved in 1958 from MANTRASCO has prescribed or that
the petitioners can mot be held liable for thess tax
deficiencies for the sald years by reascon of thlir
availment of the tax amnesty under Fresidential Decrese
No, 370, The deficiency income tax liabilities of

the petitioners for the yesars 1%58, 1959, 1960, 1961
and 1562, in sccordance with the decisicn of the
Supreme Court in G.R, No, L-28398 and with the Tax
Code, should thorefcre be recomputed, as éorrcctlr
pointed out by the grespondent Conmissioner ¢f Intermal
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Revenua, as followss

dohn L, Mapning  SuE. Simeons  deDs M

1958 ¥ 877,766.40 * B82,729.12 * 873,040,56
1959 123,306,96 123,306,968 123,306,596
3960 112,603,668 112,603.,68 113,603,68
1961 2,933,28 2,933,28 2,933,358

1962 _1,220,783,76 _1,220,763,76 _1,220,763,76

Total :i. a;'l" aasiﬂﬂ p2 24 356,60 E‘Zl 332 ‘GSG'ZG

inclusive of the ' menthly interest and 504 surcharge

fravd penalty. {(Por cetails, vlesse see Exhibits 1,
2, 3, 3=A, 3=B, 3L, 3-D, 3-8, 3=F, 3~G, I-H, 3~1, &,
bty S=B, €=C, i=D, 4=, 4=F, 4-G, 4-H, &-1, S, Seihg
$.8, 5<C, S-D, S5-8, 5-F, 5-G, S-H, 3-I, 6, 7, 9, 10,
11 & 1z, Recomputation,)

WHERBFOKE, the petiticners J. e Manning, W, D,
Mebonald and E, B, siumcns are Lhereby ordered to pay
the respondsnt Commissiomner of Internal Revenua the
rtaggc':.iv' anount oif P2,337,354,08, P2,332,660,24
and ;.'2.342. 356,80, as deficiency income tax, inclu-
sive of intarest and 50% surchnarge, for the taxable
years 1958, 1959, 1960, 1961 and 1962, within thirey
(36) days after this recomputation and proncuncesunt

of judgment bocomes final and executory.
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