[
in
v
- ——— . - E— -

WEFUBILIC oF Tiig PIHILIPFINE®
- QoL RT OF TAX APPEALS
RAAN LLb (q
H
CARLGS EALNGAY ey OQW

itioner,
- Versus e GCaTefa CAGE NG, 571

CLE L TOEr F DiTERMAL
HEVENUE
nespondent,

E oo o easaeeéeeg

PECIS 1¢On

The petitioner asks for refund of the amount of
FXg624,01 representing alleged overpayment of income
taxes for the calendar year 1995,

Sametime In July, 1950, the late Don Garloe
Palanca, Sz, densted tn favor of his son, the peti~
tionér herein, shares of stoek in La Tondeha, Inc.
asounting to 12,500 shares (see Memorandum for the Pee
titionar, CTA rec, p. 43} For fatlure to file a ree
turn on the donation within the statutory period, the
petitioner was 2ssessed the sums of #97,691,23,
4,422,081, and $4T,868,70 as gift tax, 2596 surcharge
and Interest, respectively, which he peid on June 22,
1955 (Exhibit D, CTA rec, p, 37; see also Memorandum
for the Fetitioner, CTA pec, p. 43),

On larch 1, 1956, the petitioner filed with the
Bureau of Internal Revenue his fncome téx return for
the calendar ysar 1955, clagmfng, aeong others, a dee
duction for interest amounting to #9,706.45 and reporte
ing a taxable Income of #G5,982,12 (81K rec. pe 1j Exe
hibit Ay CTA pec, ppe Meil), Un the basis of this
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return, he was assessed the sum of I 21,002,Ul, as income
tax, which he paid, ss follows:
Taxes withheld by La Tondeiia .
from Mr, Palanca’s wages {ﬁm
e, P 1) ccevevscsssesssssesnscce '13'17&‘1
hz-nt. under Income Tax Heceipt
0, 677309 kay 11, 1956
"m reCs Po O) sovecssssssccsaces 3,939,580
P t under Tncome Tax Receipt
!-.

742334 dated st 14,
19%6 ‘ﬂm reC, Pe 5 coensencesces _ _33939,80

Total sevesvccesscssevescescssessose w

[HIk reC, pp 11 & 31’ CTA rec. pp 43 4 “)

Subsequently, on November 10, 1996, the petitfoner
filed an amended return for the calendar year 1995,
claiming therein an additional deduction In the amount,
of r4T,068,70, representing Interest paid on the donaets
gift tax, thereby reporting a taxable net Income of
#l8,113,42 and a tax due thereon in the sum of #3,167.00,
The clatm for deduction was based on the provisions of
Section 30 (b){(l) of the Tax Code, which authorizes the
deduction from gross income of Interest paid within the
taxable year on Indebtedness (BIR rec, pp. 3~11), A claim
for the refund of alleged m:ﬂ income taxes for the
year 19955 anounting to #17,885,01, which s the difference
between the amounts of #2],052,C1 he paid as income taxes
under his original return and of +3,167,00, was filed to=
gether with this amended return, In a communicaticn dated
June 20, 1997, the respondent denfed the clatm for refund,
(Exhibit 1, BTR rec. pp. 15-16),

On August 27, 1957, the petitioner refterated his
c¢lain for yvefund, and at the saae time requested that the
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case be elevaied o the Appellate Divistion of the
Bugesu of Internal Aesvenus for decisgon (Exhibit 2,
UIA zec, Pe 47}, ihe zelterated clatm was denlad on
Gotober 14, 1987 (Sxhiurt 3, BIL rec. p. 19).

Un Woveaber 2, 1757, the petitlener roquestad
that the cise Le refexved to tha Confarence staff of
the 3ureau of Internal Hevenue for review (B zec,
Pe 71})e Latex, wi Hovenber 6, 1957, he recuested the
respondent o hold his action o the cass {n abeyance
until after the Court ol lax Appeels penders (is decis
sion on & simflar case (Exhibit 4, BB rec. pe 22), And
on Rovemuax T 1907, the gespondent dunied the ¢claim for
the zefund of Lhe suc of V17,888,010 (Exhioz: ©, LIN res.
PBe Umil),

lganwhile, the Suresu of Iaternsl Nevsnue consicderxed
the tramsder oi 10,500 shapes oi stock of La Toncene, Ing,
0 L@ & transier ln cuutespleticn oi death pursuant to
Section 8d(b) oi the sational Inteznal leveaus Code, Cone
sequently, (ie respondent sssessed against the petitionex
the sun of : 191,101 00 a8 eatate and indbexitsnce taxes on
the transier of satc 12,30 thu-:aﬁ of stocx (tsa ppe M-
26)e The avcunt of Fi7GUURe 74 pald on June 23, 1955 by
the petitiones as gift tax, Including interest and supe
charge, undey Offfcial LeCelst o, 2050 wes applied e
his estate and faherftance tax liasility (beacrandus fer
the Metitionar, CTA zet. pe 44), un the tax lisaglity of
#191,591,62, the petilioner paid the amcunt of . € S81,80
s intepest fur delinguency, s icllowss
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1A sonthly interest on P76,794,38,
 September 2, 1937 to Fabruary
16, 1955 sesnoscsscesenssosnssecsens ¥ PRg633,69

s manthly interest on F71,204,77
Febzruary 16, 19%% to Earch 31,

0000CONSODOIBDOOIOIOIGROIOOGUROOIONNROOESTDS 1'@!97

1 mthlI inkezrest on #ﬁ:ﬁlﬁ.

March 31, 1995 to June % 1,372.48
§ i mth.ly M on 114,867,048,
2, 1952 to April 16,
1 OeRCOROLCGOOOIBPRISRNOBDOLDISOIPIOSRTS ".:ETQW

s monthly inteprest on 119,155,238,
April 16, 1953 to Juns 22, 1955 ... Sly ¥l 07

Total eveesccccscccccossncccsensaccsss f‘ﬂwlc%
““““ =1y CTH peCs e 'ﬁl'

Gn August 12, i9%8, the petitioner onee more f1led
an amended incuie tax selturn sor the calendar year 1358,
clatming, In addition to the Interest deduction of
2907645 appearing in s wiglnes retura, 2 desuetion
in the anmount of 1 U506, sepaesenting latepest o the
estate and Inheritunce taxes on e L2, shares of siock,
thexeaby reportiing 2 nel taxabls Tigame dfop 1990 In tie
“t of ¢D, 037 wd an Lwowe tax due thepeon T the
sua of #408,.00, .,itsched to this awonded setupn was a
lettexr of the vetitionar, dated Jugust 11, 1956, wepein
he requested the refuad of 22,6, 01, wideh 18 the dife
ference betwoen the ascunts of F21,080,01 he pafd as 'n=
cone tax under (fs orlginel setucn wnd of FAB.GO (Anaex
By Fetition lur dAeview, UL/ rec. ope 7=9),

Without waiting for Lie respondent®s cecisTon o
_ this clatn for vefund, the petitioner filed his petition
for review beicre this Court on August 13, 1395, n July
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M, 1953, the respondent denfed the petitioner’s request
for the refund of ths sum of +2X0,6M.01,

By way of affirmative and special defensey the rese
pondent questions the jurlsdiction of this Court to take
cognizance of this case an the grounds thats

(1) The instant petition f& Teview was
filed beyond the 30=day period prescribed in
Section 11 of Hepublic Act Hee 11293 ana

(2] The instant petition for review was

filed oeyond the twoeysar perjod prescrined

in Section & of the Tax Coue,

Un the first juzisdictional guestien of wh_othu- or
not the instant petition for review was seasonably f{iled,
it may be cbserved that the petitioner filsd two clains
for refund invelving aifferent amounts,

The respendent contends that the two claies for ree
fund are one and the same clatm, and that thie Court has
ne jurisdiction to take cognizence of this case to the
extent of »17,885,0]1 inasmuch as the Instant petfition for
review was filed after a lapse of more than I days {rom
receipt by the petitioner of the respendent'’s letter,
dated June 20, 1957, danying the c¢laim for the refund of
the #17,865,0ls On the other handy the petitioner maine
tains that the two claims for refund are two seperate Claims,
diiferent from each other fn amount and basis. The peti-
tioner further avers thet the firet claim for refund was
filed before submission by BIR Examiner Testa of his ine
vestigation report on the estate and {nheritsnce tax liae
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bilittes c¢f the eslate of the late Don Carlos FPalancs,
e It was oniy sftar the subaission of sald report,
which considered the petiticner lisble lor astate sad
inberitance taxes Instead of for glft taxes, that the
second ¢latm for refund was filed, And the instant
sppeal favolves the second claiam for refund, Henes, it
1$ ¢ont luded that the perfod within which to appeal the
case to this Court should not be regckoned fram recetipt
¢f the pespondent®s letter dated June 20, 1957 denying
the first ¢lagn for refund,

The resolutiovn ‘of this jurisdictional fssue hinges
upon the determination of whether the second clafn for
refund is serely s repetitfon of the first, This detere
mination I™n turn depands upon the circumstances surrouinde
ing the case and the petitfoner®s Intention which may best
b9 ascertained izom the claim for refund Tteelf,

Ihe uncontroverted facts of the case show that the
petitfonsr filed with the respondent twe clajsns for ree
funds The first clafm for réfund f(nvolving the sua of
¥ 17,685,01 was based upen the petiticoner?®s clatm feor de=
ducstion of the interest he paid by reasen of delinguancy
in the payment of gift tames on the 12,500 shares of stock,
ihis clainm for refund was denfed by the respondent fn nis
letter dated June 2, 1997, Subsequently, the respondent
trested the donation of 12,%00 sharee of stock as a transe
ter in contemplation of deathy thareby holding the psti-
tioner liable for the payment of estate and inhexritance
taxes, instead of gift tames. fhe amount pafd by the pee
titioner or gift taxes, interest and surcharge thersen
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wad applied to his liability for estate and fnheritance
taxes and the cwresponding interest and surcharge for
delinquency in the payment thereof, GConsequently, the
petitioner [iled an amended relurn, claiming s deductiorn
of the fnterest on the estate and Inheritance taxes he paid
by reason of delinguency in the payment of the sald tames,
Ga the basis of this claimed deduction for interest an

the estate and inheritance taxes, he filed his second
¢laim for refund In the ameunt of #20,604,01, The second
¢latm for refund nevér wentioned nor referred to the first
e¢lalm which earlier had been considered anéd decided by the
respondent. WNefther did It state that It included the
first clagn, much less Mhﬂ that it was an anencment

o supplement to the f{irst.

_—— Cbvisusly, the twd claims for refund differ Ln amcunt
| and basis, Cmatquin"r.l;'. we belisve and so conclude that
tae seccnd clatm for refund is & new clafm, entirely dife
ferent from the first, This conclusion is strengthened
by the faect thei the petition for review speciliically men=
tions only the second claim and p.fl.yi only for the refund
of the amocunt of » 20,624,001, thus clearly sanifesting the
{ntention of the petitioner te appeal only the seccnd claga
for refund., “The law does pot prohibit the filling of sepas
zate clafms for the vefund of a single tax or portfon thereof,
as long #s all clales are filed within the perfcd of limie
tations (Lew Cpiaten 111€, C.B. June, 1994, page 350, cfted
in pap, 20,040, PrenticesHall Federal Taxes, 19%6). And,
& second clafm may be ffled even after the first was dise
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allowed by the Comaissfoner of Interaal Rsverme (Facific
Mills ve, wWichels, 72 Fe (2d) 1L3; Firet Wational Plice
tures, luc. Ve Uetey S0 Iy Suppe 138).] In & case whare
two successive clalums for refund of th;u Saré Wiount were
filed by the taxpayer, both cla®ms being based on dif-
ferent theorfes and supported by different facts, the
Court of Clagus of the Unfted States regarded the two
¢laims separate and differant frnm_: aach other tor pur-
peses of applyling the statute cf limftattons fur the filing
of clajms far :a{-md'(firat Hational Pletures, Inc, vs,
UsSop SUREE)

A‘hu two claims far pefund being entirely different
frea each other, It follows that the sscond clajim s not
mexely & repetitfon of the first, Consequently, the peried
witnin which tc appeal the second cletm te this Court
should ot be counted from receipt hy the petittonar of
the reszundant's letter dated June 70, 1987 denytng the
fixat clain for refund, |

t appastrs from the reacaoprds of tha case that the
petitioncs's segend clala for rofund In the total amcunt
of #00,5204,01 mas dented by the veapondent enly on July
M, 1959 (2ec Exhinrt ¥, CTA rec, p. 40), long after the
filing of the petition for revisw fn this case. bHut the
petitionsr dI¢ not wait for the Commissioner's aciion au
Ble clafm, On August 13, 19%8, » day sfter he flled his
clagn for refund with the Commissfoner ll M Heverue,
bhe instituted this suilt fnthaaun. as advanced by him,
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that he had only up te August 14, 1958 within which teo
commence his acticn in court uncer the provisioas of
Section 306 of the Revenue Lode., I[his procecdure adopted
by the petitfoner in the prosecution of his present suit
has been sanctioned by the Supreme Court im at least three
cases wherein It was held that the taxpayer need not wait
for the section of the Commissioner of Internal Revenue on
his clagm for refund before oringing his case to court
(College of Cral and Dantal Surgery vs. Court of Tax Ape
peals, et al., G, R. o, Lel0446, January 28,1958; P, J,
Kiener Co., Ltd. Vse Jltunnn bavid, G. he lo. L=D163,
April 22, 1953; Mullex & Phipps (Manfle) Ltd. vs. Col-
lecter of Internal Revenue, G, . Ko, L=l0UE94, March 20,
19%8).

The next Jﬁﬂldiﬂ:tiﬂﬂnl guestion is whether or neot
the Instant petition for review was {iled within the twoe
" year perfod prescribed in Section 306 of the Tax Code,

The respondent fasists that the petition for review
was filed beyond the two=year pericd prescrived {n Section
306 of the Tex Code, within which to institute an action
in court for the recovery of any Internal revenue tax ale
leged to have been erronecusly or fllegally assessed or
collected. Contrarily, the petitioner maintains that the
instant petition for review was scasonably filed inasmuch
as frem May 14, 1956, the dete when the last Installment
of the tax was pagd, to August 13, 1578, the date when the
petition for review was filed, @ pericd short of the two
years prescribed in Section 306 of the Iaternal Hevenue Code

has elapsed.
445 bM}V
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we find the respondent's stand not tenable, It
appears that the tax sought to be refunded was paid in
installments, as follows:

Taxes withheld La Tondeiia,
Inc. fros My, lanca's WECES .00 k13.172.‘1

Peyment under Income Tax He=
coipt Ne. 677459, dated
May 1"1%ﬁ essccoscecenevenecsee 3.’”.&‘-’

Payment under Tncome Tex Ree
ceipt Neo, 742334, dated
August 14, 1986 cevccesvccecesscne m

. . T“al 0000 ORRNODPSCOODNOCEQSLIOSBSIOOISOROOCNITLRDS i‘?l.m?.‘}l
e Sl e gl

Ahlu s tax xs’mﬂ ia installinents, Lhe tax 1o
deemed paid on the date the last installmeat 1s pajd for
purpeses of deteramining the date froa which the statute
of limitaticas .h: aafntaining an action in court for the
zecovery ci taxes errcvnecusly or lllegally assessed o
collected shall commence |(Antonic Friete, et al vs. Cole
loster ¢f Internal Revenue, Cel.A. Case No. V7 December
29, 19%6; Chic U1l Cos V8e UsSey AFTR 1114 (D.C.l.b, Chlo,
W, Div, 1936,; Harvey Coal Corp. VS, UYeS oy 47 Fo Suppe
805 (Ct. Cls, 1942)3 harr, receiver Vs. Veds (UeCe Pae,
1937) X2 r. aﬁpp. 206, 2V AFIR 82; Srcderick ve, Anderson
(D.Co MaYe, 1938) 23 F, Supp. 488, 21 AFTR 472; South
Geongle iy, Coe Vve. Usoe (DeG. Gas) 24 AFIR 1193), The
\lalt fastalluent was paid on August 14, 1956, Frem August
N, 1956 te August 13, 1956 enly 1 year, 1l months and 29
days have slepsed, one day shert of the prescribed two-
yoar peried, In fine, the present petition for zeview
was filed within the ;ttnut-rr period of two years prese
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cribed in Section 306 of the Tax Code.

Having dispesed of the jurisdictienal question Ia

favar of the petitioner, we now coms to the issue of

/‘M or not the interest on thc estate and inheri-
tance taxes paid oy tha petitifoner by reason of deline
quency in the payment of ths taxes are deductible under
the previsions of Section 30 (b)(1l, of the Natienal Ine
ternal Revenue Cude,

The petitioner claims that the amount of »60,521,80,
representing Interest on the estate and Inheritance taxes,
is deductible from his Jross Income under the provisions
of Section 3U (b)(1l) of the Tax Code, The respondant, on
the other hand, contendg that sa2id amount of #60,581,80
{8 not deductible from the petitionert's gross income on
the following grounds;

(1) To allow deduction of Interest pajd as a result
of delinguency in the pavmant of estate and {nherftance
taxes will place a premfuam on tax delinquency;

(2} Section BC of Aeveaue Regulations No, 2, known
88 the Income Tax Regulations, does not allow deductions
for Interest patd 2s a result of delinquency in the pave
ment of taxes; .

(3) The interpretation prevailing in American jurise
prudence allowing deduction for interest on delinguent
taxes should neot be applied In the Philippines due to
disparity in regulaticnsg

(4) Taxes are not indebtedness; and

{5) Provisions allowing deducttons should be conse
trued strictly,
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“hether or not the deductfon from gross Inccme of
interest pald as a result of deunqnenc.y in the paymant
of taxes would put a premium on tox delinquency s a
question whieh this Court may not pass upon, The wisdom
of the law is within the exclusive province of the legise
lative body (see Flint vs, dtone Trecy €04y 770 Uebe 10Ty
Green Afver vs, Fuller Hrush Co, (C.CeA. 0th) 65 F, (2d)
1173 Thompson vs, Lear, 77 Ark, S06; Sritton ve, Electicn
Cannir ey 129 Cal, 3375 Pittsburgh, C.C. & 5t Ls R, Co
vs, state, 180 Ynd, 2ME; Andrews vs, Meiney, 178 Ind, I;
State ex rels Starke County vs, Laramore, 170 Ind, 4Tbg
otate ve, Balden, 107 La. 1165 state vs, Mayo, 106, ie
62} and 1s not a guestion for the courts to determine
{Abueve vs, Wocd, 45 Ph1l, 612),

Tt is argued on behalf of the respondent, thet Ine
tegest paid in consequence of delinquency in the pavment
of taxes 1s not deductible from groes income inassmuch ss
segtion B0 of hevenue Regulations o, 2 dees not allow
such cecuction, This contentton 1s without werit, sece
tion BO of Aevenue Regulatlions Neo, 2 tmplements Section
3 {e)(1) of the Tax Gode which In turn refers to deduct=
1b1lity of taxes ﬁm gross income,

Sut the petitiener seeks deduction of the laterest
payment In question In pursuance of Section 30 (p)(1) of
the Tax Code, which authorizes the deduction of interest
on indebtedness, not under Section 30 (g¢) (1) (B) Cas imple-
nented by cectlon BU of nevemue Aesgulations no, 7}, which
disaellows the daduction of estate, Inheritance anc gift
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taxes from gross ineoues In Frieto v, Gollector, Celele

Caso loe 3074 npril 27,1998, where the respondent advanced

the saue nb;eéum against the interest deduction ¢laimed
by the taxpayer, this Court ruled that:

“io sustein the propositicn that the in-
terest payment In cuestion fs not deductible
for the purpose ui couputing petitioner's net
incone, respondent relies heavily on Section
EU of Hevenue Hegulation (ioe 29 (known 28 In-
came [ax Kegulation) ﬂr-alnm by the Leparte=
ment of Financey which provides thet "the word
Ytaxes® means taxes proper and no deductions
should be allowed for amounts representing tne
terest, surcharge,or penalties incident to de=
linguencye,' I[his provision is identical to
that of th on 33 of Regulations Woe 20,
which interpretative provisieny is c¢ited by
respondent as authority for his propesition,
and whicih was sanctioned in Andarson v, Posadas,
66 Phil, 205, we find Section 60U of Hegulase
tion Noee 2 and the iInterpretative ruling iIn the
Anderson ve Posadas case, suprig £o be inapplice
able to the fssue raised here, /It should be
noted that petitioner seeks deduction of the
interest paysent in question as interest an
tndebtedness, under Section 30 (bjL.I; and not
as taxes, under section 30 (o)(1) (L) of the
Tax Code,”

The respondent further argues that the imerican ine
terpretation on {nterest pafd on taxes 1s not applicable
in this jurisdiction on the ground that there exists a
disparity Lbetwsen Section 39,23 (ixls-l of the Uye, Incoae
Tax Regulations 118, which tmplements Section 164 of the
1@4 UsS s Internal Aevenue Code, and Section 65U of our
Revenus Hegulatfons Noy, 2, which implemenis SLection 30
(e) (1) of our Tax Gode, We find this argument not in
point, These regulations, American and local, implement
the corresponding codal provisions on the nonedeductivie
lity of certain texes pefd or accrued within the taxable
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year, 4 heretofors stated, the petiticaer sselXs the
deduction In question as Interest on indebtedness urder
Section 3 (b){(1), not as taxes under Section 30 (c)(l)
of our Tax Code,

section 30 (b){1) of our Tax Cods provides:

Lo "Sece 30, Daductions fm.gﬁs Incoawe~

- m:?g‘n:t income there be allowsd

x x X X
() Interests
"(1) « The amount of Interest

pald within year on indebtedness,

S s Lot e,

upon which 1s m from taxation as Income

under this Title,"

The above quoted provision of law reguires (a) that
there should be an indebtedness; (b) that interest gug
interest Is paid or accrued thereony and (c¢) that what
i{s claimed as an interest deduction should have been patd
or accrued within the year in opder that interest paid
within the taxadle year on indabtedness may be allowad as
interest deduction (Consuslo ie Vda, de Frieto vs, Cole
lector of Tntexnal Hevenue, supra.i Mertensy Law of Fee
deral Income Taxatfen, Vol, 4, Sectien 26,Ul, p. 535),

The respondent concedes the presence of the last
two requisites in the case at bapr, il¢ denies the concur=
rence of the first fﬂhﬂl. suggesting that taxes ave
not indebtedness,V We have ruled that a tax may be cone
sidered an indebtedness within the contemplation of vece

tion 30 (b)(1) of the Tax Code and, thevefare, deductible
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from gress incomp-.] (Prieto ve Collector, supray §iting
saubrany v, Court of Tax Appeals, et ale, 93 (i, 4uly,
Noe 15, August 15, 1957, decisions of the U9, Uoarc ot
Tax Appeals, Tax Court, District Courts and Circuft vourts
of Appeels, and U5, Treasury opinfon), we {find no cone
vincing reason to justify departure from our said ruling.

In view of our adverse rulfngs on the foregoiny cone
tenticns of the respondent relatfve to the deductihility
oi the claimed Interest deduction In question, Le f.xm it
unnecessary to pass upon the coatention regarding the
strict construction of statutory provisiens allowtng dee
ducttons from gross Income, Considering as justiffed,
under the law, the clatwed Interest deductlon of FoUNEl.E0, |
the net taxable facome of the petitloner for the calendar |
year 1953 was 13,400,337, The corresponding tax thareon was
P4728,00s Since the petitioner has paid a total of #21,08%2,01,
ha has ovegpaid the amount of »20,524,0l,

WHEREFGRE ; tha decision appealed from Is harsby pee
varsed, and the respondent Empum of Internsl Revenue
is hereby ordered to refund t¢ the petitioner Carios Palanta,
Jr, the amount of »20,694,0l, Without proncuncement as to i
 costs, '
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mi.g_te Judge aGae !A._MI abstained. W
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