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Petitioners sppeslod Lrom the deeisier of ree
spendant sssessing against #nd demanding lros thex
as a golst nﬂmﬁlmﬂlm% 731019
and #8610 redpreseniing deldclaney incoms texss
for 1950y 1960 amd 1%, respectiwly; $acleiw of
278 surehar;ae,. Wmﬂl’ interess; and sorpmes
nise jenaltiess |

The five (5) petiticners are duly organizes
corporations ensased in Lie silling, sanwWucturing
and salling of sugars [y sre part of the so~sallsd
“iramsts Af{iliated Cospanise® wWith principal office
at seameta Snberprise Suildling, Subap, wzom CLty.

Semotlsa 4n 1938 petitionars, excopt issoefa~
ted Jagar Con, Ince; (hareinaftor called Asacclatad)
Cinanced tha iapectation ef tan troumsnd tons of

. sulphate fartilisers and three Luocsand tons of phos=

phats fertilisess fn t o nese of Fecolod=iurels Milling

i
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Cosy The, (hemsinalbor called Butolod) and Talisay=
Piay "N10es Gosy T™HE, (Laroimaltar sidled Talle
By e : '
Sfaotiaiod intarvonod in the seld fmpertabions
by asking the fole othor petitioners tha guansity
of Pertilizave they nesdnd; opatad latsare of eradll
with the PhAilioping Yatioual fAauicy and negoblatst
botbors to sarry tha fartilisess o the Fatligpines.
Jpon avrivaly Assoclabod sacured Lle ralecse of the
fniﬂm frow Custous' custody end allocuiad then

' o the four othor patitionars an conslimtant Das is.

tuch ol th foar pstltionars undariook the pala
of ks fariflizers Lo halr respaciive sugar plant=
ars. !h sales wars racordad In'l Ghe . raspaciive
m It' agdounts ander L hasdiag 'ﬁnﬂlm
m- They detaraing and compuls luelr buxmable
indore on & fisesl your basis ending Jeplember 30,
axcapl Assgeistod whnich .ses ke ealsmdar yeer uo-

countiog jesicd, AL the ami of such Laxable yeur,

skl ths sxperdzs and salss of the fartilizess were
repertad to /cseeisted. I'me Jatisr Eept soparate
books of acepunts Lor the fartilizer vanbure at the
central office of srspetu Affflicted Cospenies -
whare all the finanejsl papsry of the wantore sueh
as the Balence 3heot; Prolfil wnd Loos ¥ totoment, amd
sdstrivadion of Frefits vers sada (Yesome pp. Lll~
118)s
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The prafite of the fertilizer venturs a-sunte
1oz te ¥25%,%26.3% were wilvented by assoelated th
the fouwr petitieners v eaeh af thaw Totaived
P8, 50073 ropresenting .74 for adnlnistaring
the venture, issonlabed recedved ¥32,3%kell, or
12:7305 of the totul met profits (teses. pyl. 118,
121 anéd Exnibit 12): Fetitlonare' shares is the
Mﬁ waps detlared in Lhalr 19!:& neoms Lax Htﬂ"“a

Sometise in 1962, raspondent ¢aged tba in-
vastigation and oxaminution in bulk of L incose
tax Peburns of the Areneta Afiill:ted Gompeilss.
Durdng the inves tigatlion, the rovenee examiners
found thst petitioner Zpesipd hed proviowly re-
Quested that only 16 shars Crom the grolits of the
Portiliver vantare for the Cisoal gosv spded Gpples=
bar 36y 1950 bs taxod ee ncose becesss mueh “Vanture
vas ot the sola upfertakin; of Babeled sless; Jub
a.doins cbe, with Tallssy=iiley Willing Coey 3o
Hawao 2ugar Genbtral Co.y Tne. and Central Asucarers
del Danso us eo-participunts acd with umuq.a
Sugary Inc. sdainisturing the Vonbure " (Sxhe. Ll<h,
Ps 30, BIR pave ) snd that YIS vas only In the 1950=
1991 riscel yoar thut 1t vas allocated by the
wsnelated Sugur, Ine., Uha ascunt of ¥35,503:73
shave oi the profi6 for the yer suded December 31,
1950" (tesine po 99).  in suppest thsseel, Baaciod
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sulnitte? te Maspansant Uhe memorandum-lettor of
¥re allrode Wwrels Jeserel Nangsar of Dacelod,
and we coulirator; letier of ks drogorio ¥orie-

duy Trossurer of iescelated, SEOTiRRAUE SGI s~

b \

o these doousenbs, respondaai Jpraatad the re-
quest of Sacoled thut culy It shaves In the totul
profits of she Portiliser venbuve in 19%9=1950
e sdbjeet to intowa Bex.

HBaeclod's request snd sbataren @ ebablsd po-
spondant’s sxaniners to swsialn (hslr {lodings
that & joint vonture was indesd formod By and asobg
the petitionars. Commaguantly, «f no cerporete
mwn“mrmmmm-nm
(faretiliser Venture) s » corporetion under fae-
tion 24 of the ZTux Code, in relation to Secilon
#(b) o tiue sume Code, mm‘rl axsuiners
propared and filed tho corres endimg 19350, 1940
and 1961 income Gex retures of the Jjoint ven ture
(xhe 2y po 25y BIR Poc.}’ m.\,p:.ir,uﬂm.;
and Mxbe 65 po %y VIR PoC.)s

im Decsnbar 10, 1962, mmnt*a axarinars
recormanded the asssssuent of hm toxoas
sgainst sotitionars onn she rmat Inccowe éarnsd by
toa joint fartilismer venture in 1950, 1960 and 199

Pl
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basad on section 2%y In relatlen o th;icn elu)
of thy Tux Codey whioh reads o followsa

m:;ad callsctsd, a6, wu umu
dper e total wi lntdss roopivad
tie win., M-l ;alr t‘rm all

- -~= Reantos .'.a
mn!m; sgocistivn OF ine

!'me&: SR

mhmu,l’ﬁ. ros samtent sant & latter

to mﬁimmﬂ- Inforn ing has ol Lhalr corporate
tox 155104000 a5 3 Joling vantuswe. om July 10,

, 1'9@1_,_, TR LeANATIL ugulin aant e pLlilitomars o flnad

Lattapy ant dascaswent aotice dsranting paymeat of
PUS, 310 My #P3010 ant #BALT s daf tetoney ine |
ctme Coxes an pemsltise Car 1990y 1960 and 154,

284
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The mm Ggusy pubeittnd te ihe Gourt
Lor sesolution are ths Pollowinge
Yhethor g net p=titionars had

Jorrad iat veatuse 2 &8 3 eor-
pnre '.'.iu:-: = r Sactim fn mdatson to
doetion (k) of t'o Dax M;

‘8« Betlar or not rasodiutel wes e
muber ¢f tio allagad Joint vanture;

. iBethor or not the *ght oL reo-
sungntr to aag3ss Do ufum—r ireoss
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Tre facks and Jarilspratence s ow Liat .zaotistaed
Is & partzgr 1 sdsinistering the joint ventures The
allagatics thatl assceiated navar participated in
the selee of the fortilizers 444 not affact the
sxiatence of & jolns venturs. Consequantlyy peti-
tiomary theory that Associate? wetad merely as &
broker §8 not Jusbilded by the Tacts of Lhe ceso.

Fetitionars denied e exlstmes of & Joins
Yonvare beca.se the lsportsticn of tos fortilisers
tn 1990 wao an iselaied trenvastiong soid inpere
tation vas not A past o' tlelr business of ailling.
aalling, and protuding sagerg and tholr fsgertacion
wis not for profit bat to ressbilitute the suger
IndustPe Tho exisience however of the Joint
vonture §9 Clearly and uequivecally rellsctad in
the ssuorand.s letter and coof lrastory Letier of
F¥oasroe Garcia and Jeorlsgse

Patitionsrs vieorowsly assartod that thay
carvot b9 boued by ¢ e declarations of “assrs,
darvela an? Sorlega vigse ermoran.s conclusions us
ajonte of petiticnos are not bindieg on theme

The twe sSu.ments slovewguolsd, Lowever; alow
that they ware mate tn the rogular perforssnce of
Welr dutiss an responsiile officials of becolod
and ssseciatel; Mr; Jarcis vas then t'e aneral
ransger of Bacolo? while Bee io*iags was then the
Toanaem® W WREEEE. M 30l T T aesuie

9§ 3
4‘;% =0
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ware male &b tha tilme wien petiiloner Sucolod reguas'od
responiant to tax only its proportionats sharz [ron
the prafits of 2 fortiliser vantare in ita 19%5
1750 izecms tex. In foes; bssed on these aforssajd
two Socunerits, responisnt grantod Bacclod’s reguasis
It is now too late to ceny and repudlate the truth

and validity of te daclarations end sdmissicas made
by Yescrs, durcia ant Yoelega.

MHM' assartien that the fertiliser
venturs was am izolated transactieny sulfice it to
say that the very semoranidum ol petilichers heroin
states: " x x x tha MI'MH af o+ pesponiont
covarsd a poried of no Llsss Saan alaven (11) ysare
in thatir emamination, Dut {ound profiis oniy im
1950 and vary,Vory nominal prerits fov sach of tis
yaars 1731 o 1959 becé.er Laus 1osses wars in-
currad by the petiitlonoss & ring those jears."
(Petitionora® antey Po li,c Horsovar, waveuuw
mm toctifled that t*m ysarly profits of
the Sartiliszar Venturs wore ﬂmm on a crart of
stasants carviad froi yess (0 sear and they eshe
ﬁl.ﬂ eombinulng balances.

Msaring aounods chal petition ws' fargi=
liser Buelnsgc 4o 1750 was an lsolated transuction,
still pstitionerg? Jedrt weature axisceds It hss

basn yald that * x x x ibe oubstandios SAfernce
iesveop a jolns adveoters and & ssrenemiiads
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dwummhnaaumdfmhmm
ever sevarsl yoars; while the latter relates to a
sanarsl aod comtinuing busfiness of e particdar
kint, altowh there magle partoersniy feor a singde
tramactions ® (10 Ame Jur f80s) It is aloary thare~
foray that W assance of 4 Jolnt vanture Includles
a Aala transsotion woleny (br ioeoms tax purpoass;
iz mslavent and saterial frwecpective off wial ar the
trencection 13 fsolated ov halituale

setitionsrs ©inelly cdaimed that the Tartilises
venturs was @ sinple Sramsastios of purensss snd vale.
If this were 80y how could Lo four petiilonars hpvew
in, excapt dsooclated, ex;latn why they zept thedir
bocks of aeecunis on a iseal yosr pericd ending
taptesber 304y wille all tus salas and expensac ‘ad
to be sonsciliated hy issvcleted at tia end ol L
salanier year? Why werp thg profits 4istriduied only
at the ead of tha calandar yeor perled? Wiy wars the
profits og ally 4%vided? Fetitionere’ sxcuse thet
auch procedure was (ollowed %o pravant ruinous com=
potition mmomg ths a2 istor sunpeilss io copadiated by
Men Socleca’s conlirsatory letter (guppa)y vhorein
he stated thats .

"X x x preceads (ven Lh1s cobs
m“hgwmsdm!-n:n
* (unier-

cars
W olay tLaralore; Loatl petlufotars heradn
had forced & jeint fartilisar vanture o thalr rue

v W
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present case Whe eorporste tex oF @  olat ven i
yas assessed ou July 10y 1963c Accordizgly, the
lupesition of the ¥ southly deficlency interest
on the net lncous of the Joiut veubure for 1950, '5LU
and 156 is Justifled by lov and Jurisprudence

huent the luposition of Fllu-wu; #20U-UL and
FEU 0L us conprosdse penaities lor "9Su; 1960 mad
9ok, 4t 18 & well-esteblished doetrine that g foue
prontise penaliles can be luposed or cillegtec irum
tue Lespayers withoul Luedir shm::'ﬁ Sr COnLBOLL
leodlc wao LoloTop Supkay Colls Vee hllf_’.’-.ilh—,; €L 8lo
GoRo NOSo Le=A2R50 & L=dd259, iay 279 395900

FaLLlloLars arv; waerefura; sabject Lo e corpo=
Tate LoCGuwe Lax ad a Jodis venure Lor L7V, 4yuu
and 1%Cl 1a wue respecuive sacunts of PRi uulad6,
#151.63 and #l%:79 or a Lotel of #12,17%.2%, dnslu
sive of §4 soutuly Lnteresit; couputed as follows:

4228

et Lncere per in wltuaun:. » o o ESEY

T“ "“ mr!ﬁn =Z D S e 5 =1 o=

Logs;: aGjusted gseteoffl (° b)p...'l = -

Mm" . R T

Adds g5 mouthly interest 10,.:) @ Al ik

nutll Appunt Due -« o e o @ = o J(-ﬂ- o g Gk
Acby

et 1income per mnau,atim &= o

Taz due theryeomn » = « = = = .

legas edjusted l.tﬁﬁff {fﬂﬁ) :-m o~
tgluiee -

E = B =

Adds {4 mtn.u i:tnrmt {Lﬁp. -
Total Amount Jidg < = = = = = = s a P









