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This is ad lﬁpﬂl from the decision of n«-.
_ pnm\umun: potiumu in the cum of
| W.%ﬂ."h peprosenting deficlency ssles and
advance sales “vaxes for the period frem 1556 to
1059, ln!llmiﬂ of gurcherges and compromlise

wtils . ;A ‘ (,{
Fetitioner is » corporation duly orgarised /
and existing under snd by virtve of the lsws of ' [Ef
- the hil!.ppim-. with prineijal ‘office at Canley .rx..'“!
fogd, Pnig, Rigal, It is nnnm in-the umhlr ; _.J;.c r“:' P

and sale of cars and trucks, IM in the sale u!' -
syare purtl., i VIt TRbes v X
. Pupsvant to Letter of iutharitr lio. 1657 Ry =
dated Decenber 14, 1959, petitioner was iavestigated -
by Examinsrs Perfeecto ¥, 'hiuyuh ahd Jose. Tuentesr
for business tax purposes. In a memorandus fop
the Previneial Revemue Offieer, vason Oity, deted
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DECISIGH -
CTA CASE NO, 1985

Maprch 14, 1960, the ‘examiners regomsended that

petitioner be assessed the sum of £1,384,095,7h and-

be Mhﬂ informal confercnge as 1t has
dm m lm of Muﬂn: sald vroposed
uu-mt- \

© On Mareh 22, 1962, petitioner disputed the
proposed woscssment wnd regvested carocllation snd
withdraval of the same. A reinvestigation was
conducted by “xeminer Pablito J. Trsno who re-
computed the proposed tax 1iability of petitioner
resulting in the reduction thepeof and reesmmended
to respondeat that the case be referred to the
legal Department for evalnation, fiis racomnends -
tion vas concurred in by m Chief, Investipation
Division,

Subseguently, ia & nemorandum for the Provine
eial Revenue Offleer, Queson City, catrd Ze-teuder
9y 1963, “xaniner Ferfeeto M, Vslenszuela recon-
puted the nmnm against setitiorer wilen
amounted to #7538 ,66408, inelusive of luﬂhl!us
8nd regomnended that a letter of demand for the
sald emovnt be sent to petiticner.

In & letter dated FPebrusry 11, 196k, re=
gpondent sssessed p-titioner in the zum of
P768,982,77 for deficiency salee and advance tales
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DRCISION -
CTA CASE N, 1905

' d

taxes for the years 1956 to 1959, inelusive of

‘ lﬂrﬁugu and compromise pensalty, summarized &

‘rnumu

Billing of Sales Tax 5 .
a3 & Soparste 1%om » « «» @ 1,29}.69
#411ing of /dvance klu :

Tﬂ & E.A e 2139?!‘?
T“ w Raw h“ﬁ.h . ‘9’91 5n“3
eney Advance Srles Tax ,355.
B.m Tax » +
T@ﬂlL pIR & DEH&HBEIIE e 2e

R rﬁu owtse eralty, o oliadbad
Petitioner wrote respondent s letter on June
30, 196k, protesting the assessment on the ground :
of preseription and/or that it wes made without
factusl oF legal besis, and requesting that the -
smounts of F19,71 5;._63 and #734,159.56 be cancélled
and withéravans In @ letter dated Jenuary 15, 1969,

rupmidmi; fenied petitioner's request and reiterated

the dt!;p& for the sum of F76£,982.77«

| " We ars going to dpal with the various items
subject of ‘deficiency iu. ugnmmt in the srder
they are treated by respondent in his assessment
dated Febraary 11, 1964, | ' '

‘Thie amount of #1,25%.,60 allepedly represents
S0E of thﬁ tota) amount of sales tax billed to a
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DRCISION -
CTA CABE NO, 1585

L

. eustomer oa Apeil 3¢, 1959, which was mot billed
separately ar 1‘-&:-! in the sales Involice, im-
posed by Seetion 184 of the Sevenue Cofde, plus
261 supcharge preseribad under Section 183(a)
of the save M, gomputed as followss

"'3"“ n-l u'hf:t";.ﬁ““'
h:g:::‘ wtm.’?m'" .« 91,00

TomL éfﬁ B e s BN
Tetiticner does not dispute its liability for

@eficiency sales tex in the smount of #1,003.75 bus
objeets to the inclusion of 254 surcharge thereon,
or P250,9%, an the ground that it was not guilty .
of iptentional violution of the law and the delsy
was not in the fling of the sales tli return but
in the puyment of deficiency due to reliance on
8 ruling of respondent aliowing the dilling of
siles tax to eustomere with the mere notation of
thniuull:"tll ineluded” ss sufficlent eomplianee
of Generel Gtreulars Hos, 431 and W40 of the Bue
reau of Intepnal Neverme, eiting in support there-
of the case of Cemnell Bros. (Fhil.) v. Colls of
Int. Reve, 9 SCRA 735. ot

On this pednt, respendent counters that the

2t v te s Tanna1l Birae, sage has been set aeide

L]
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DRCTSION -
= , .\
by the Supreme Covrt in the case of Resvdlie ve
mumumam,rrmnm. ,
uﬂmﬂﬁh:““ﬂhw
lpnllll- ‘ ‘ ' '
. mmmmam“mu
mmm-unmnnngmmmu
"ron.-osse bacause ‘the ismier involved in the two
cases are entirely differant. The question ot
iseue in the former dage 1s whether of not the
srovistoe of Seetion 51(e) of the Revenue Code,

‘Amposing 5¢ surenarge and 1% nmontaly interest on

deficleney tax, 185 mendatory, walle the issue In
mmmmhwmﬂmtu:ﬁmp
wummmdmmmmu
failure to pay the pereentage tax on wny business

.mhmﬁummunm _
umhhhh. ‘ ‘

(ummmwmum.m
mum.mwnmznmu-. A

~hmmﬁWHMmmmr

uummmmmnusmm

-"'hl included" in the imvolce is sufficlent com-

mwﬂmimmammm

'!mmmmum«mmm
'm;tmhmmmmnum... A
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PECIZION -
CTA_CASRE RO, 1985

vrios for purposes of camputing the sales tex
due theveon. Since thers i sdmittedly no inten—
tioral violation of the law but a mistaken wnders

- standing of the ﬂmlm 1ai1d dowm bWy respeondent

hinself, petitioner should not be required to pay
the 258 surcharge on the deficiency sales. taXe.

iln m convinced that appellant
:g its sales inveloes as :t!
uu not sullty of an intentiomal
ﬁolntlu: of the 1“!.. it 414 not
_ delay filing the returns for the sales
taxes correspcnding to the peried in

stion, let alone did so .L;r
g y lay wvas in the payme g )

hfu!.-m whipgh arcss rru a miitakn.n
mmm of m regulstions laid

- down by appe e ersuing con-
troversy was :I.n oup on, gererated
in good rut!'t 4 farpizh no

Jjustification ru the mum

a peoalty. (Comrell Bros, J'hil,

ve Colls of Int, Teve, @ & 735,

- 740.) ) » '

l'ct;lumr assails the followling next three .
itens on the ground that the right of the Covernw
part to ssgaegsa them had slready presaribed under
Section 331 of the Hevenue Tode, ' .

1. Dilling of Advange Salos Tax, $2,197.17 -

This smeunt represents deflciency sales tax
ard 255 supcharge resulting feom the disallowance.

of the Aeduction from the gross selling vriee of
sdvance sales tax billed 88 & lipanﬁ item in
the involce govering the months of June, July end




DRCISION -
CTA CASE KO, 1'«?5

’chtobrr," 1997, eompnted as follows:
Advenee seles tax Billed to
LEERPE &« & & % ® o5 ® & B B
50 ulu tax due thereon

‘nu' 35 mmoa'ob
Tml&mtﬂtn-......

2. Zax Exempt few Iatorialss $10,912.03 -
. Thh\umﬂnti daa,riﬂ-n&y ulult‘u and 29%
gsurcherge arising from the dlsallowsnce of the ocost
of batteries which was deducted from the gross
selling price for the period fram Jamuary 1, 1955
to June 21, 'l9ﬁ'?,.'mrmt~ol as followss
o Hide

255 surchafge o « » »
fatnl.;mtguc.....a

The A1sallowance vas bssed on the ground that
locally ménufactured batteries were purchased from
texeemenpt industries. ' '

3. Defigiency Advange Sales Taxs 01,2946 -

This involves deficiency iaﬁrmn sales tax
on importations of spare parts in 195¢ on the
ground tMt eertain incidertal expenses and uthtr
import Mns were not included in determining '
the I-ﬂ"’l!'lﬂ sales tax, m'p:ihd as fu;lmn

' Total additional importation

st 5 e

. ;«s :ﬂ Markeup o . .
otal ble mt
75 m:r sules tax ;n;

s » @ 9




DECIEIOH -
CTA CaSE RO, 1989

i

It. gari be gathered from respondent's memo-

‘randus trat he i3 mot disputing the fact that the

sbove items pertsin to importation and sales in
the years 1957 and 19550, which vere assessed by
respondent only on “ebruary 11, 1964 after the
lapse of more than © years from the filing of the
corresponding returns, Ffespondent, however, con-
tends that the Seyear preseriptive period within |
which to assess the defieiency taxes had been sus-
pended from Mareh 22, 1960, when petitioner rro-

tested the proposed asgessment, to February 191,

1964, when the assessment was fssued. Hespondent
further alhni thet a reinvestigstion wes con-
ducted due to the sald protest whiich caused the
delay in the isswence of & final assesssent. In
support of this theory, respondent eited the cases
of Repudlic v. Acebedo, 22 GCRA Y356 and Republic
ve Aquias, 33 SCRA 607, whepein 1t was held that -

ware's tizveyer mey be prevemted

from setting up the defense of pre-

seription even 1if he has not pre-
viously waived 1t in writing as when

no harassment or injustige 18 meant
:iit.:u)ﬂwumnt. (Underseoring sur=
ed, .
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DECISION -
CIA CAST %G, 190 5

/

| Obviously, the nrm-qut;d ruling has no
appliention te the ease &t bar. letitioner di4
not mlkl repesated requests or tnni positive agte
wilech persusded responient to postpone the defie
cloney tex epsesement. The records of this enze
show that there wes no reguest for reinvestige=
tion or 'npntnd regquests” ror suoh reinvest!ga~
tion, A1l that petitioner d.{d was to proteat the
proposad assesscent wileh resulted in its reduction
by more than #590,000,00,

Forenver, the pﬂvpmd asgersnent iumﬂ by
respondent deted Mereh 14, 1960 s not the tax
sesegsuent referred to and contemplated in Zeeotion
331 of the Revenue Code, the pertinent portion of
which states: '

tht ul].utian of such texes shell
J‘. after expiration of sugh
« o (Underseoring supplied,)

’ The tax assesssment mentiomed therelr seans

an gutrizht op finsl luterualsrevenue taX sssess-
aeot and not 2 srocosed tex assegsment. (Brixton
invest, Corps ve Tablos, CTA Case Ne, 1681, Anril
" 18, 19074) ht?, there 18 no showing that re-
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PRCIBION «
CTA CAS® 50, 1985

10

spondant m proh!bii;ti' by law, court, or agree-
ment from seking the definieney tax nsssssment ‘
within the wescristive perind vhieh would justify
the wmuiu‘thuﬂqjm & ocase of giuhr
lmt. we helds

We esnnot ﬂhﬂ!h te t’hc
theary cr rupmﬂnh Ir-the Tirst .

i Hmm ™ m mmn{u:m unl
sct of mm-nt in dnviting peti-
““’.u“ﬂ its objestions to- i.?
m ax asgassmen
lt-lgtﬂ of the iapgina= - -
teo oy B Bttt B Mo B
l.n that it suapended the
:h (bozm I::ﬁmw. - tg.uuu-
'II' Ve
c:—l'. 3;: ‘3‘!1;
xnm 16, mﬁ. anderlining. suppiisd.)

-Amb.nmmtmnntummm'

- ment to azsess tmm:m-mmm

hes dlready preceribed,
kwmum-umnumgomm

that in petitiorer's letter of P'Ilrdrﬂ, 1960,

| questioning the proposed assesspent 1% requested

thet the eonsideration of the validity of b1ding

394
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CTi GASE- BO, 1988 _' -

-

DRCISION »

11

sales taxes t0 1ts customers by merely noting in“
n- sales involges the phrase "iu ineluded,”
be held in ebeyarce until ¥ f1001 desision s |
rendered by tu.u ﬂmﬂ- Gourt ina csse lt3.11

'Jpcnm.n: in sald Court, um::g uﬁmndn that
. this 19 equivalent to a walver Mioﬁ in pare

ggraph (b) of Sectton 332 of the Revenue uaﬂs, the
seme affeets anly the first item of the sssesssent, '
that 18, the sum of P1,254.69 lebeled "Eilling of
lllu Tax 83 » Hnuto‘itn* whieh 18 coneoded hr

‘ the petitioner not to nave muﬂm yot. A
. pervesl of said :utur will readily show that sald

r-quut mﬂmd to nl; thu item of the mpnood

‘ Mumnt ard nut te the uthulr-._

nnw congedes that the untutt of dis-
tributorshiy hetveen petitioner and Norther:
Hotos, Ines is not one of ageneys Stated
atiferently the transactions between the two

- companiés are of puretase and sale, Hespondent

however urges that the sale by petdtioner to
mmm Hotm, ine, is & simulsted one contrived
to m the mt d‘ th- proper tax, Eorthcm |
lMotors h!.nt an alter ego of p-titim. In

395



CECTAION
CT4 CAST RO, 1989

1”2

support of this thesis, respondent points to. the
following eirermntarees: the Tinding of :thn_
BIR m!ﬂnr thet the prices piven to Hopthern
Hoters, Ines were “fentasticslly low," and that
lﬂ"thm Motors, Inc. m the role ﬁLtHM& of
Rizel Motors, Tne. |

[ 1f any genersl rule ssn Be 1aid down undes
uilitin; authorities, i‘.j‘t is that a corporgtion will
be looked upon as & logsl entfty motll sufffctent
reason to the contrary snnears; but when the notien
of lepal entity 1s used to dofeat puhlie comwenience,
:mztr wreap, protest freud, or defend erine, *he
law unl rogard the muntﬁnn 8s en assncistion
ef versons; the hurt m lock beyond the mere
artificlsl personality which :hlmantinn aonflers
(Foprel /Phil,/ Ince ve Zateoy 77 htl, 406), Ape
m these principles t;'; taxation, our Supreme

© Court held in Yutivo Fons Hardware Co, v Gourt

of Tex Apoeals, 1 SGAN 1603 Korpel (¥1l.) Incs

ve Yabeo, gauaksl; 14adell & Co., nes v. Colleetor
of Imternal fevenue, G.ia Mo, 1=9687, June 30,

, 1961, that when one corporation is se organized

and mmz.u snd its affairs are so conducted

as to make 1t & branch or ageney or dumay .of sno-
ther eorporation, or is unresl, or a shem end serves



sl

hmnml.- i
CLA Cads Duo, 1985 _
umnnupummnm'm?nnm.
mm”fpmthnmhmlﬂ-ndunnmnw
unumwmmmu. mm,

underiying privsipla of tha doctrine 1 that transactions.

between curporations thot do net have adverse econceie

~ Antarests do not very cottrol or change the flow of

_ecororie besefit. Hence, %o determine whether o core

mwhmnlwuanrmthﬂmmwmm
HHMMIMﬂWnMWHm
mhnmnrthtnwmmm
g.utmﬁz.u.m;wmmhw_
1“';&“’1‘) A
wmmmmmwmmh
:wuummmmmmm-w ,
holders of Hizal Voters ani Fortnarn Botsrs, hlud.
m*-mam-wvmm
mmmmmmm-mt

 led to tha assessment 1in question, adeits that
‘ummmmmwmmm

.adults thet ho doea mmmmumm

'utt.hm-ulparntlm that he does mot krow the

tie incorporators ord stockholdens of the two
-m-mtm\ &thnm;: solely bused-

. -on the "fantastically 1ow" selling prise of Mizal

mm.mmmmmhuusmm
mam-rmxm;mu.w

mumummmumw
mm;mumwmm

eost of th- un to Nlzai latou nrhr unuﬂn
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DRCISION =
- CTA CASE NG, 1925

th

that he gathered the gelling vrice of liorthern
Motors only from some of its customers and used
the average for computing the tax 1liability, but
he cannot remember who these customers werej and,
to cap 1t all, that he has no evidenece to support
his inquiries.

While respondent hes not sunplied any Jata as
to stoekholders of Rizal Yotors and Northern lotors,
there is, on the other hand, evidence to the effect
that the two corporations have ﬁavene economic
1ntere§t. In petitioner's letter of June 30, 1964,
to respondent, petitioner gave a list of ineorpora-
tors and shareholders of the two gorporations, to
wits

liga of Shares
rators of Rizal

"t ‘o a

2. Gonsalo M, SyQuia
g. Caridad Crus de Sycula

« fHamons Vargas de Syuuila
5« FKenneth B, Staley

Stockholders of Risal Motors
Te vfedro M. gyﬁuia

4995
2. Caridad Crug de SyJuia 44990
2' Fe Crug Conzales ' g
]

I

» Arntonio /veecilla
» Lourdes Alunan SR

398



DRCISION =
CTA CASR NO, 1985

15

Noa of Shores
Ingorporators of Northern Motors,

1. Yu ithe 1

2. Yu Eng Poh

%: Ya Xne Jin

5. Alexander SyCip

The correctness of this list has never been con-
troverted by respondent.

The gist of the testimony of Valenzuels re~
- ¢ited above, wvhich testimony is the only evidence
in supporf of the sssessment in question, clearly
ahova how superficisl was the investigation con-
7ucted by the witness, how puerile is his testimony
as support for the thesis that Forthern '"otors is
an ‘lter ego of petitioner for tax purposes, and
how flimsy, not to say unreliable, is the founda-
tion of the assessment in question, We thus re-
jeet respondent's claim that Northern Motors is
aq,alter ego of petitioner, as well ag the assess-
ment of #734,159.0¢ in comneotion therewith.

As to the compromise pemalty in the total
amount of $10,000,00, it 1s now s well-settled
doctrine that gompromise penalty cannot be imposed
or collected withount the aggrement sand conformity
of the tixpaycr (“olleetor of Internal flevenue v.

nitersity of Santo Tomas, et al., G.i, los, I=12250
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amd Hm. Yoy 27, 19593 The "hilippines International
fairy Ino. v, Oollgetor of Internal Ravemue, 0.4 dos.
L=12928 & 1-12932, Merch 31, 1962), . B
Wilin "0R3, the losision appealed from is herey
| revarsed, excent with reapsst to the sun of 71,003.75,
umum deficlenay suies tu: in !9” mltms
from th fallure of mit.hm &0 temine “he sales
tax ll a salas invalse, whisn petitionsr 1 haraby
ordered to pey within thirty (30) 1a7s from the tate
this deeision Decosss flmal, , .
i ‘h“ r— | '
cueson 1ty m 27, 1972, .
L 4 P
NAMOK L, aVascefa
hgsoelate Judge
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