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e A il Pl e bl il woe o domand (-
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pealed Josioiss and, i addliics te the lwhemwnh
sought therein, prays for the impos = - of surcharge 1
The issues raised for v considers iy are :
purely - law. . 3 4 : |
1. Wuﬁiml_l@ﬁﬂ.mugu \
yearly to Atty. Wolfson .= " sl "= " is deduetible
from pe’ tiomer'  gross income parsdant - See. 30 P
(a | of the Revenue Codej and in the negative, ' o
©  Whether or not the Sax due '\ oo o i
b 5 iftesant and (AeEessLER ' ' - > ; I'
Poiltiance contiilis et Whe sasui of FEIN.0 4
pumfislm Wolfs=== is deduetible (i S8
expense imcarred in -« t8 - o busoos,
on o bamd. oupondent gquestions o imeiies
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business
The =i s previs s e found - Seetion
- of - Bevuwse Code which provide

ey - ’“'W
dﬁ-i.m

and -21.2 ""‘?" s patd o liemrrcd

i Wy o7

dered = ». " (Underscoring sup-

plied
An expense to be deduet ' o must comp v th the
lowing eondl vy (1 erdlnary and necessa
(2) pald or incurred within the taxable ' and
i) pald or incurred in carrying = a trade = busi-
ness. (See Gutierrez < Coll., L-19937 May 20,
1965: Ceoll, '~ PFhil, Bducation Co.. 5% 0.0. 2499.)

¥ agree vith the contention of petitioner that
the legal & v v ameun - #500.00 paid monthly
% Atty. Wolfsom = deduet ' from &= gress in-
come z2 ordinary and necessqory expense incurred
sarryiirg on its business

/ The faet %% petitioner had transferred to

Benguet ~ - tion and managemeat of 1ts mines
S el e that 't had ceased to engage 4 i

mone- Pet . was prineipally organized to an-
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gege in the mining busines and when it entered '«
s roya ty agreement w th Seaguet, it merely allowed .
the latter to directly operate and manmuge the mines
for the petitioner and in consideration thereof. t
was entitled to s percentage of the net recelpts ace- |
| tuslly received from the sals of any marketabls prod- |
wetes. It 3711l retainad ownership over the mines.
In view of this, petitioner as a corporation had teo
hire the serviees of Atty. Wolfson whe, in turn, had
to mainta n a elirles] staff to assist him to attend
to the preparation of the cerporation's incoms tax
retarns, books of accounts stockholders’ book.
transfer bocks and ecorrespondence. For these serv-
lces he was pald PS00 00 each month whioh although .
denocminated "legal fees” actua ly ineludted "reim-
bursemeat of out-of-pocket expenses like reatals
elarical help, stationeries, expenses for light and
other services lncurred by Attty Wollfson lor the ac-
eount of Gold Creek Mining Corporation”(p. 9, t.s.n.).
These so-called "lega fees" are therefore axpenses
ineurred in the carrying on of a trade or business.
fespondent cltes the cages of Higgins vs Coam,
of Int, Rev.. 312 U.5. 212 and Continental Tmading.
Ine, vs. Comm._ 3 AFTR 24 923, in support of his
stand, These cases are however not applicable to
the case at bar. In the Higgins case, the taxpayer

— e iy e e
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AR jusi ot e EEEa 50 _
_ CWlawes 10 a ecorporat . sardly could oo
;.. b @ serpesatiee Wt is 55t srganised fu= Dusd-
S prof  wesup” perhaps thos: o0
SR 0 Wy ehasdfuiiie, siteral, 96, Pl
et See. 27 of the Revenue Code. In the
w=ps  Coantimental Tradlng, '« .. the taxpayer 1s
a Torelgn corporatlion seeking /' = &= wEpeRcs
: the 0.8, whieh & wilbe e suie of petitioner

Regpondent in his memorandum 1imi  *  ob-
tlon to the deduction of F6,.000.00 ss yearly
legal == «w ) %@ the ground tha pe ' omer is
not engaged = trade + business But ' evidence
shows that the expense was = exelusi ely for lsgal
services of Atty. Wolfson. The expense was incurred
mainly £ off = reatal and cleriecal help He
corporat «= ean do business withou an office and
personnel. It csanot therefore be denled that
the cosiww = quest' = 1s ordinary and necessary
in carrying += the business or in sarning the income
“ the taxpay -

Having decided the flrst  adverse to re~
spondant, ¢ becomes unnacessary for us to pass upon
the (ther = .
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WHEREFORE, the = = sppealed [ |
el poverasi, Peblileses il desisswd mob Nlakis
1998 and 9. Withew'! prssssscceunt e e @8,
80 CHDERED.
Geeses Gllw, Asslll 29, 3967




