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PECISION

The zespendent sssesced against the petitien.
er the sum of m.;m.nn. ot deficiency inceme tax

fer the year 1950, plus surcharges, intercst and
"cempremise®, cenputed and itemized ot fellewst

Vet incene as \n TELUIN pwe  T18,800 00
Addy Additiens u-l-

% of PLIOO0U000 o
MMumu—

ml oxerntion eewe
m: subject to tax eecwewe

LQ.I“MII-
sessod -

Ralsnce i
Total )
adds BE surChiarge ssveceaes e
1% interest
sver 1956 {
te ﬁlﬁ.l 15, 1957 cecu=

Upen failure ef petitiener te cecure a recwnsiderse
tien of respendent's acsessment, she has aprealed the
case te this Ceurt fer review, ‘

It appears that Judge Bienvenide A. Tan, as
attemey=infact, filed the inceme tax retumn of peti-.
tiener fer the year 1950, reperting a gress incema of
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P43, 41 o deductions in the sum ef P27,400,1y and
2 net incsoe of P15,A10,00, In due time, an assessw
pent wos made ¢ the basis eof said return in the sum
of P1,602 O, which smeunt was paid en April 20, 1951,

Upen investigatien of anid incene tax return,
it wos disclesed that petitiener seld sevetime in
1980 twe pazcels of land situated in Bulasgsn fer the
sum ef Pll0,000,00 which was net included in her ine
come tex return fer that yeare Efferts were exerted
te detexwiine the cest of acquisition of said nreperty
for the puzpese of determining the gain derived frem
the sale thereef, but neither petitisner nsr hex
attemney-in-fact could suppliy the necessary informs.
tien, Accerdingly, treating the twe parceis ef land
a8 capital sssete held fer mere than ene year by the
taxpaye¥, respondent considered the entire selling
price of PLIC,UOGL,00 as capital gain, BOX of which
in the sup of M85,000,00 is the taxable net capital
geine pursuant teo{Sectien 34(b)(2))ef the Netienal
Internal Revenus Codee The sum of #35,000,00 was added
te the net inceme vepsrted in p&iﬂmr’n income tex
returng thereby giving rise te the deficiency incere
tax assessnent mentiened aboves

In this appealy petitioner nas questiened the
cerrectness of the ssagssment en twe greunds, te wite

*4. That the assesowent of the

the Seid sssessment 448 net toke Sabe

censideration the purchace price of the

Intreduced inte the soid frsmpend v

the date of acquisition te the date af
soles
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“Be That the eeid sssessaent ia alse
srronesus becamge it alleged that the
filing of the incese tax return of Mrge
Prirker fex the year 1950 wea traudulent
and on tiet basis assesced 3 surchaxge
eof %0¥ when the truth ef the matier was
tihe seid inceme tax return woes made in
qued faith and vitheut any intentisn te de-
froud the government.® (Farse 4 and 5,
Fetition foxr Reviews )

The evidence of zecerd shews that the twe pare

cels of land in questien were sald by Judge Tan, by
autherity of petitiiner, i® sne Vanuel “Uneliic sene-
time in August, 199, The purchase price of "0 00000
was podd by the buyer snd was received by netitienex
in that yeare Thl!’!éfiﬂ. the asin dexived by petie.
tisner frem the sole of sald preperty fewmad pavt of
her income in thet ﬂiﬁ and taxable in the same yeaxs
The Revanue Cede -vevidest

Y

\ ! g ameunt all
: m neere nhnll be included
i: whe “,::.::.."“.,f;:_t:: e, it
XOAYETy
under methods of lmmtng pored tted une
der !luti.-n 3, .m mnt: are te
he prrpu acc ed fex as of a diffez.
ent parieds In the case of the death of
ayer there nh.l.l. be included in
o:: net incaue fer the taxable perw
falls the date of his desth,
emeumts aceTusd up te the date ef his
death if net Mn erly includie
ble in respect af mr.h od e 2 priez
perivds®

fact that the formal deed of sale was executed by

petitioner in February, 196] dees net affect the tax-
abdlity eof the incore in 1950, AL any retey the deed
of sole executed in 1901 mesely eenfirmed the deed

of s:2lc executed Ly hex atiemney-inefact in 1950 when
the p rehase ppice was poid te and actually zecelved
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Fetitdener celelms that it wos errer fexr res-
pendent te heve considered the entirzre gress selling
price of Pl10 (040 ps the canital guin and Y thexre-
ef as the torsble net capitel guing withsut taking in.
te acceunt the scquisition cest er the fair merket
value thereef st the time of scquisitiens S»ect:.icn b
ef the Revenue Cede previdess

d from tjur sale «r nt.nu di S
resitieon of prepertyy real, rnersenal, or
mixed, shall be determined in accerdance
vl th th- follewing schedulet

(a) In the case of preperty o red
befere “axch first, nineteen hundred and
thirteen, the fair market price or value

of such preperty as of March first, nine-
teen hundred and thirteen,

(b) in the cace @f preperty scquired

on er piter March first, ndneteen hundred

and thirteen, the cest thereef if such

property wes acquired purchase or the

!uir market price or value as of the date

of the acuuisltisn if the same wes scouized

by oratuviteus title."
The gain (which means the inceme ) derived er less suse
tained fxem the sule or sther didpestien of rreperty
is the difference between the selling price snd the
gect to the taxnoyer of sueh rrepertys Section 25
lays dewm the rvles fer determinire the cests In the
cese of preverty scquired befere Pareh 1, 1913, the
cest is the feir nerket price ax value ¢f the preperty
s of said dates “here the creperty wos scquired en
or efter March 1, 1913, the cest is the purchese price,

if the preperty was atquired by rurcheses r the teir

. 163 172
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market price er vilie as €F the date of acquisitieny
if scoquized by uretuiteus titiee and in the case of
oreperty acGuirea by wiit ex by Innesitonce, the foix
market price #r value is determined &n accerdance vith
the zules laid dewn in Sectiens 13F and 139 of tevenue
Reguletiens iive 2 (37 Leue 320 e

In thds cactey 4L is not clear waen and how the
preperty wis acquiredy ' n Januazry 234 1957, ceunsel
for petitisner submitted te the Cenference Staif of
the Buresu ¢ internal hevenue a statement purperted-
ly signed by petitioner stating ca2t she scquired the
preperty by inhioricances ('pe 43«44, f.leHe racerds, )
Hewever, in tho petitien fexr review filed with this
Couxt an A pril 16, 1;57. it is alieged that the ase
sessment uade bv respendent is exreneecus “because the
said assessment did net take inte censideratien the
purshose pricge of the said fishpend®, the necessary
implic=tien heing that the preparty was acquired by
surchases Uuring the nearing of this casey ne evidence
was presented to thew how the prepexty wos scquireds
e evidence wes alee pressntod as e the cest of the
preperty. Yin thase clicunstoncesy, we are constrained
te sustain the declsisn ef respendent helding that the
entive solling price #f the vreperty is the capiteal
geing, SCX of wvaich is the net capital gain, in accorde
ance wilh Sectisn 34 of the Jevenue Cede, |

It is alee azileged Yhst respendent erred in net
allewing the deduction of at leest PO0UC0LU0, repre-
senting “the cest of building the fishpends and aaipn-
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teining the same sver the past yearse® (Page 5, Memee
randum fex Petitienew, ) During the hearing, Judge Tan
declareds
“Qe Do yeu knmhnmwhmme
-spent in cenverting these lande
inte fishpende?
"As I am net sure of the exact amount,
The last one is, mere ex less, net
less then %20 0&3 00,
s Do yeu have vaucher te substane
tiate that tiener herein spent
P20 008,
"As Yegy sir, we have all the veuchers
fer this »20,000,00 because (in
wy experience with the Puresu
Intemnal levenue is that they re-
quire vesuchers fer every of
expenses but, uniertuna ﬂu
City of Manils « all
was burned 3nd Mrps. Hpinker's pl'qra-
erties were bumed,
"le S¢ you den't have any veucher new?
fhAe Vg den't have any new,"*

(TeBele s Po page 5, Meme:andum fer
Fetiticnex.

e take it frem the foregedng testimeny of Judge
Ton that the sum of “net less than P20 ,000,00% was
spent in converting the twe pnm].l ef lond in quese
tien inte fishpendsg that the expenses were covered by
vaucherssy and that the veuchers were bumed or destreys
ed in Manila duzing the last were There is ne covidonce
ag te when the empenditures were incurred, and whether
they mf- incurred in ene year er threugh a perxied &f
yearse " It weuld seen, hewever, that the alleged _exe
pense fer imprevements was in the nature of 3 capital
expendituze which is net deductible under Sectien 30(a)
of the Nevenue Codey, but vhich mey be anertized thm-gl':
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sut the ectimated life of the imprevements under Sece
tien 30(f)s

"He evidence has been presented

&8s te the nature of the said *forming
expenses' ether than the baze statee
ment of petitiener thst they were
o Toie] o e e

0 o €] préperty. s¢ -
catien has been rade as te the actual
aveunt spent fexr purchase of tesls,
oqﬂ.g-nt er materials, sr the ameunt
&0 fer imprevements, Respendent _
claims that the entire azmegnt was spent
exclusively for clearing end develsp-
ing the farm which were necessary te
plaece it in a preductive state. It
is net, therefere, an erxrdinary expense
but & capitsl expenditure. Agcexdings-
lys it ie net deductible but it wey
be amertized, in accerdance with Sec.
tien of levenue Regulatiens Ne. 2,
eit See alse Sectien 31 of
the Revenue which prevides {hat

in ‘1:“” n o No deductien
shall any case be in m
it! any ?umt padd eut fer new

s or fer permanent revenentsy ¢r
h:tlmtt fmh te ln?ﬁlu the velue
of ony preperty er estates

- *In crder thet an item eof expendi.
ture may be deductible, it is required
that cach year's return, se¢ far as prac-

beth ast te grsse inceme and

deductiens therefzem, sheuld be cemplete
in itself, and towpayers are expected
te make ﬂl¥ reasonable effert te a2s-
certain the focts necossaxy te make @
cesrrect returne (Sec. fgve fiedulaw
:.:l.m He. &t}h :ﬁitimu having failed

cenply & requirement, we agree
vith respendent the cloimed deductien
mist be disalloweds® (Ssntiage Gmurt

Cu of Intemnel Nevenue, C.T./.
Mo 207 Nevomber 14, 19580 )

fespendent cemmitted ne errer in refusing te
allew the deductisn of the sum eof P20OLLU0,L0 frem the
gress inceme of petitierer in 1950,

in additien te the deficiency inceme tax, res-
pendent secks te collect frem petitioner the fread

166
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penalty, %X surcharge, pursuant te Sectien 72 of the
Rovenue Cede. Petitioner claims thet the impesitien
ef the fraud penslty is net preper censidering that
the fallure of Judge Tan te include the selling price
ef the Bulscan preperty in the inceme tax retumzn ef pe-
titiener fer 1950 was net due te any intentien te evade
'pm-{mm.

Ye have scanned the recexds eof this case very
corefully te find sut the reasen ex reasens relied
upen by respendent te jJustify the impesitien ef the
froud penalty. In his repert of Febzuaxy 26, 1956,
Assistant Examiner laymunde “edalla stateds

"As pexr gatien, the
failed to S5 hap SSoum aE poee
ceeds fyem the sale ef hex s a8
weuld be neted in the Repert ef
Bxaninatien and werksheet. As this fail-
ure te include the preceeds freom the
aforesald sale is censlidered as a will-

gned
ceuld net MiqpthMl‘mﬂ;
thﬁnw incene tax.

The Cenf erence Staff of the Buresu of Intemal
Revenue which reviewed the case, in its memerandum
dated Marxch 1, 1957, submitted te and approved by res-

pendent, expressed the fellewing epinion?

*The claim of ceunsel that the addi.
tien of JOX feor a fraudulent retum is
erwnecus on the greund that the
retuazn was filed by Judge B. A, Tan,

act fexr the vihe
up:rumd theref cauld

P » L3~ ™ not
hl‘lMMﬂlMﬂﬂtﬁ
the sale thereef, cannet be considered
a sufficient reancsen fexr the exclusien of
the 50% previded fer in sectien
72 of the Intemal hevenue Code
in view of the substantial ameunt eof the
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undeclared incsme, which is P55 oy
as cempared te the inceme eof ‘1'.':
duluﬂl in the inceme tax rﬂum tt
the tamp for the year 1950, This
:er Cenference Staff is suppert-
ed by the sbservatien made by the rt
of Tax Appeals in the income tax case
ef fermer Speaker enie Perez (B.T.A.
Case e, 189, deci on February 13,
1956, pe 11), queted as fellewsi

Yimeng the circumstances
-nn Tec -d 2s justify-
-! the freud
plntlt 11 intentienal
of incene :

tim, mmummmtpu
:t“lﬂt:tl::ﬂti.ﬂiﬂﬂl.m.l
L w m
and (3) recurrence of the under-
uat-ltallmu'mn-
nmt ens fer mere thon

The finkl decision eof respendent rejecting pee

titioner's preotest against the impesitien ef the fraud
penalty readss

el

"Civil Case lis, 519 of the Court

of First Instance of Dul entitled
*ianuel slite v, unu.
Ceortez y ea, ot als %, wherein your
father, Hen, Bienvenide As Tan, was
ene of the defendants, was !:ud @n
Decenber 14, 1950, The subject natter
of the afsresaid case, as you very well
knew, was the twe parcels of land which
glel father, in npmlnt:ttm of ira.
linda Deleres Cextez y Ochea, seld

te ¥y, Manuel Hipelite en er n‘out Auge
ust 9, 1950, It is, therefere, rather
amazing thot yeur fether uuld net Lave
knewn ef this transactien at the time
Mﬂlﬂmlmm-mh:nrmfn
Mrs. Brlinda Cortez y Ochea." (Page 65,
Bel.R. recexds. )
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Finally, ceunsel fer the Gevernment, in sunpext
vf respendent®s decision inpesing the fraud penalty,
allege!

*That Judge Bienvenide As Tan,
petitionce's atte winefact whe

filed petitionex's urn for 1950
m._%nu in 1950 that petitien-
or rea prefite frem the sale of

her lands may be gleaned from the fele
lowing prensuncements of the Couxrt of
First Instance of Pulacant

'sse Y en SU Consecuencia
el cedemandade Fienvenide A
Tan sctunnde ceme representan.
te suterizade de les duefies
de les des parcelss de texrens,
Briinds Delores Certez y Ughea
y Bugene Brinkex, otexge el 14
de Aggste de 1950 en la Ciudad
de Fenila la cerrespondiente
eseritura de venta de lss des
g:mlu de terrens ebjecte de

demanda, ' 3 Exhe '17,
else marked *i';) see alse
pers 54 7, B L O of o B

Pre 22233, CaTele fete
"Yet significantly, petitioner's
1mmmmmmhum-n
this income frem the sole ef hex lands,
Petitiener sheuld knew thet inceve
realized her frem seurce
ever in 1 (et ﬂm Tax Cade) {8
includible In her 1950 inceme tox Tee
tun.,' ege Ge Yenmerandun for Respende
€Nie
it swpears frem the feregeing thot the sele
basis fer the irposition of the fraud penalty by rese
pendent against petitiener in this gase is that the
prefit which she realized frem the sale of twe parcels
dmmﬁ;m“nmwthMltu
rotumn fer 1990, There g no allegatien of fact frem
which any inforence may be drewn that the failure te
include the transactien in petitisner‘s incorme tax

retusn was due te an intentien te evade payment of the
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taxe Aﬁcthn 72 of the Hevenue Cede inpeses the 50X
fraud penslty in case 2 false or fraudulent retum
or list is willfully made, which simply me=ns that the
taxpayer must be shewn te have had an intentien te evede
payment of the tax in filing 2 false or fraudulent re=-
turn te warrent impesitien eof the pmltpj

“Sectien 72 of the Aevenue Cede preoe
vides that in case a false er fravdulent
retumn is willfully mede, the Cellecter
of Intemal fAevenue (new Cemmissioner)
chall add te the tax a surcharge ef 50%
of the ameunt of such taxe The rule ism
well settled thot in erder that the fraud
g::uhy may be esed it is essential

t & false ar udulent return be
willfully filed, that is, W
gm_m Bid petitisner ,x' 3
a se or froudulent return fer 1
with intent te '\“" tax?

“The decisien of respendent en this
peint readst

"The impesitien of the HOX
fraud penalty is in accerdance
with law.

case an element of fraud vhen

pert as incene the dividends
received him in 1948 and of
deducting items net allewed
by lawe " (Decisien of zespend-
ent dated Sent. 23, 1954, rpe

5«63 Exh, 1 for ]
M-ﬂ.!“pﬂim

"As te the first » the enly
tien is that tiener delibere
ately failed te repaxt as inceie the Fi.
shares received him as divie
dend, MNe allegatien has nade that
the failure te repsxt such inceme was
due te any iyémti-n te evade payment

of the tame. ¥ The fraud penalty previded
in Sectien 72 of the Revenue con
net therefore be impesed selely en the
greund thet petitiener delibexately fail.
ed to report the value of the Financing
shares received by him ae dividend,

¥hile it may be trxue that 2 finding ef

£
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frrud by the Cemmissiener of Inteornal
Revenue is presumptively cerrsct, yet
when the hmzyqr has shevng zs zn this
casey that failure te report an ine
ceme 48 due to an henest belief thet it
is net taxableg it is incumbent upen
respindent te preve the existence of
fraude As aptly stated by the Supreme
Courts
"Fraud cannet be | resumed’
it must be alleged snd preved,
2t least sstisfacterily, if
net conclusively by ene whe
alleges its existence. (Do
Hoda ve Lalky 48 FPhile 38) Ar-
ve Uranads and Centene,

18 Phil. 484, ) The zule is
founded an publle pelicy te

gum nzum the speculative
endencies of the human mind

and ite Teadiness te accept
as fact theexies that m: mal
te the imaginatiens® ( Edo

. e 'Assad, s L6397,
Sk By b
1958, }

The evidence of recerd shews thot semetine in
August, 1950, Judge Tan negetiasted the sale of twe
percels of land in Pulacan owned by petitiomer, whe
was and etill is residing in the United States. He
feund a buyexy, ene Manuel Mirelite, whe effered te
buy the preporty fer PLIOLOGL00, Judge Tan sent @
cable te petitiener whe mmtﬁ‘ the effer alse by
cables At the Same time, petitienexr stated that upen
payment by the buyer of the purchase price snd the
receint thereef by Judoe Tang the cerrespending pewer
of atterney weuld be sent te the latters Upen receipt
'!thopuﬂlﬁupuni.mfmmuliudﬂ
sale in faver of the buyer antieipoting that the pewer
of attermey propised by retiticner weuld be received,
Fer reasens which de net appesr of recexd, petitiener
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falled te send te Judge Ten the premised pewer of
sttemney. Since the deed of sale executed by Judge
Ten in fover of the buyer ceuld net be registered
with the Reglster ef Doeds eof Bulacan, and presumably
feeling apprehensive lest petitisner mdght net ge
threugh with the trensactien, Manuel Hipelite insti-
tuted an actien on Uecember M4, 1990 ageinst petitien.
er and her husband, including Judge Tan and ene Celee
denie Menten as parties defendants, te cempel petie
tisner te execute the cerrespending deed of sale and
for damages. Refers the case ceuld be decidad, pee
titioner, instead eof rerely executing a pover of
atterney in faver of Judge Tan, executed in the United
States en Febzuarxy 7, 1951, the necessory deed ef saie,
end a decision was rendered by the Court of First
Instance of Bulscan en August 31, 1981, authexizing
registyratien of sald deed of sele. It wes, thereioze,
enly in 193] thaet the case was finally settleds

in these circumstances, it is elileged that Judge
Tan ceuld net have included the taarsactisn in peti.
tienex's retum for 1950, At the tise thot he filed
the zetusn for petitiener on February 10, 1951, he
was of the belief that the prefit xealized frem the
sale of the twe parcels of land sheuld be included
in the return of petitiener fer 1951, petitisner hev-
ing executed the deed of sale enly sn February 7,
1951 in the United States. Dut it is contended by
counsel fer the Gevesnment that Judae Tan “kpew fully
usll in 1950 thet petitiener realized prefits izun

172



GoTore CATE HOW 366

P T .
the sale of her lands," und that petitiener “sheuld
knew that inceme realized by her frem any source vwhat-
ever in 1950 , « « 48 includible in hex 1980 inceme
tax return." ,

Y axe with respendent and with counsel fer the
Government that inceme Zgalized by 2 taxpeyer in a
mmﬁthmnu-mﬂmm
fexr that yeazxe But net smany persens knew when inceme,
under the Inceme Tax Law, is zgalized; and net meny
persens knew In what year incene realized must be Yo
perted in their incume tex retuzns. Taxatien is a
ewnplic:ted matter, st least frem the viewpeint of the
laysan. Oftentises, it tekes judicial intexventien
te finally detexmine when an item of inceme is taxable
inceme ond wher It swst be repirteds Ve de net mesn
by this that every texpayer sheuld be free frem any
liability fer failure to vepert incene earned by him

in the year it muet be legelly reperted, irrespective

of the ressen er reasens fer nencempliance with the
statutery requirsments The low lspeses penalties in
varying degrees for failure to fils xstums and fer
filing false and fraudulent returms. In the case of
the fraud penzlty, the law requires 23 & conditien
fer its impesitien that the taxpayex, in filing a
false or ' return, intended te evade payment
of the toxe VThe intention te evade payment of the
tax must be clearly established,

In the instant case, the mere :)legatisn that
the taxpayer knew er sheuld knew that she reslized
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income frem the sole of her lands In 1950 and that
she should knew that the incene sheuld have been re-
perted in her income tox rvetumn fox 1950 is net enough
te warrent lmpesitien of the penaltys Then, tee, the
allegetion that Judge Tan “kpew fully well in 19950
that petitiencer realized prefits frem the sale of
hudmﬂﬂt:mmhmu-ﬂiwﬂuvuumm The
recoprds show that Judge Tan knew vexy little absut the
lands seld by petitienexe le did net knew, fer instance,
hew the preperty was acquired by petitisner and the
cest or falr maxket value thereef at the time of scqui-
sitien, which are facters gessential fexr the preper
detezninatien of the gain derived frem the sale of
said prepextys llet even the Gevernment has been able
te determine these facts, despite years of lnvestigs.
tien which was sterted in 1953, And it is for thie
reasen that respendent was compelled t» decide, snd
we believe ceorrectly, that the entire selling price
is the capital g9ain dexived by petitiener frem the
sales Undeubtedly, the decisicn besrs quite heavily
upen petitisner, but nenetheless justified hecsuse it
wae breught sbeut mainly by her ewn indifference er
Phﬂ”ﬂhﬂﬂ!ﬂfﬂhlﬂh She falled or refused
ts respond te the request of cur censulate in Mew Yerk
fer the purpese of taking her depesition,

We have slse found in the inceme tax petusn of
petitioner 2 nete of Judge Tan which reads! “Hetet
I can net answer many of the questiens for lack of
informatien, This retuzn is filed te cemply with the
lawe* (Seo page 5, B.I.R. rvecerds,) Te us this is
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very significents 1t was a veluntary and henest ade
mission en the part of Judge Ten that he was net in
a pesition te file @ true and cerrect retumm fer laeck
of sdequate infermatien. It was an epen and frenk
invitatien fer the Bureau f Intemrnal Revenue te de
whet wes preper under the circumstances.

The Cenference Staff eof the Bureau of Intemmal
Revenue, in recemmending that the impesition «f the
fraud penalty be sustained, cited the case of Perez v,
Aranetay B.T./s Cose Me. 189, decided by this Court on
Februnzy 13, lﬂ.l £rem which the fellewing was quetedt

"tAmong the circumst
re zed as Justifyin thn el
R e il AT
unt.i.:nll uniltl m“.

tetal reperted inceme; and (3) recurrence

eof the understatoment ef inceme er ever-

statemont of Muﬂhnt fer mere than

one tax yeams" ( Froud uUnder Fed-

eral Tax Law, :‘hl ed, 1953. pe 226, )

{Underscering supplied ).”
The pertien "substantial in mm REE &8 or substene
tisl in relatien te the tetal reperted income® was
‘underscered, the Cenference Staff stressing that the
underscered pertien justifies inmpesitien of the frouwd
penalty, the understetement &f inceme, it is alleged,
being substantial in ameunt. (See pages B-9, supTae.)
The emphasis has been misplaced. AS a result, the
abeve gquetatisn taken frem sux decisien in the FPerez
case has net been cerrectly understeed, iMere important
than the smount of the understatement is the require-

m—— e

L ffirmed in Ge R. Ne. L-10507, May 30, 1958,
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ment that the underetestement of incene Le Jnientisnale

We are, therefere, of the spirsn that it was
exrex fer respondent te have iopesed the fxaud penalty
against petitionar,

Counsel fox petitioner rsised the lasue of prese
sription of the right «f the Gevernment teo a2szess the
. deficiency income tax sgeinet petitioner fexr the first
tizme in his memexandum doted Varch 12, 1999, Tuis is
l.wa-pﬁ. At any réte, we (ind frem the recexds that
petitisner, zepresented by her attormey~in-fact, signe
od 3 contrasct of "NALVER OF THE BTAIUTE OF LIMATATIUNS
UNDER THE BATICHAL INTEWAL MEVISRUS OLOE® en lszeh 26,
1956, (See prte 3, E.1.iW reconds, ) There is ne claim
or pretense that the contrect is net velld and binding.

Included in the assessuent is the sum of 240,00
as cemprerise. Jt is new well settled thet the Lepesi-
tien snd cellectilion by respendent of penalties in the
guise of cempremine, in the sbsence of comppemise Sgrese
ments validly entered inte bPetween the taxpayers and
zespendent, are unautherized and fllegal, 2ad nmust be
stepred,

IR LIME vITH THE FOREGCING OPINICH, the decisien
appenled from is hereby medified, and petitiener is ex-
dered te psy te respendent the deficiency inceime tax
in the sum of P19,960.00 within thizty daye frem the
date this decisien becomes final, If the said smeunt,
exr any part thereef, ic net paid with said perzied,
respendent shall add to the unpald smeunt the sure
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ehhxge of 35X and 1X menthly interest frem the date

of delinquency te the date ef payment. He costs,
S CRDERED,

Manila, July 17, 19%%.

M. UMALL
Asseciate Judge
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