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PECISION

This is an appeal from the assessment of the Cole
lector (now Comaissioner) of Internal HKevenue demanding
payment frem petitionér Philippine National Bank the
amount of #399,054,97 as deficiency income tax due for
the calendar year 198G, -

It sppears that on March 30, 1951, petitionex
Philippine National Sank filed its income tax return
and declared therein a net income of #6,953,891.74 (8IA

ret.s Pe 1l)s The sorresponding income tax thereon in the

amount of #1,040,116,44 was paid,

Subsequently, and after investigation and examina-

tion of petitionar®s income tax return, the respondent

issued assescment notice No, Aiel21120-55-50, dated Febe

uary 10, 1956, demanding payment on or before February
2, 1956 of the amount of ¥399,054,97 representing defie

¢iency income tax for the calendar year 1950 (GIR rec,
Pe 17)s computed as followss

Net inCcome as per Teturn seseeecs F5,953,891,74
Adds Overclaimed U,5. Taxegs
UeSs income tax and excess
of reserve for taxes cesssee 94,093, 6C
Losses from Dad debts seseee
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Het income as per investigae
L1001 seeseseescscscnscssecoe W
dalance oooono-oo-ocooooooaofa:: '%

Less tax credits and tax
8djustinents ceevceccccccccee ._ma

m w r“m o0BOOSOOIOPSODY m

(See BIA rec. p. 16,)

As can be seen from the above computation, this
Mutﬂrmtummm#mw.flh
mMm-l‘thtunlmltn
mmmwmwu:mumm-
tion from petiticner®s income of taxes and losses from
bad debts in the respective sums of ¥94,093,60 and
¥ 2,400,000,C0, ‘

On February 28, 1956, the petitioner protested
against the deficiency assessment (BIR rec, pp. 0=-21)
and on March 15, 1956, it filed the instant petition for
review. OUn March 27, 1956, the petitioner paid the de-
ficiency income tax in the amount of 1399,054,.97 for
which Gfficial Receipt Wo, 688169 was issued (CTA rec,
Pe 24j IR rec., pp. 29-23),

In view of the payment of the deficiency income
tax, the petitioner on December 21, 1956, moved for leave
to smend its petition for review eo as to plead therein
the fact of payment of the deficiency income tax and to
pray for its refund, GSaid motion was granted; however,
the petitioner did not file its amended petitjon for re=
view,
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On dovember 29, 1998, the respondent filed a moe
tion for leave to amend his answer for the purpose of
incorporating therein his claim and prayer for the pay~
ment of the sums of #19,992,75, £3,990.,55 and #4000 re-
presenting the St surcharge for late payment, 1t monthly
interest and compromise penalty for late payment, u»'a-
pectively, Said motion for leave was granted and the
amended answer was admitted on Mazeh 10, 1999,

Un March S, 1960, the petitioner and the respondent
submitted the following stipulation of facts:

"le That subsequent to the filing of the
ition f or review In the instant case, the
of Internal Revenue sent its examiner,

to the itioner and said
m""’ﬁl satisfactoril
allowance consisting of "Overclaimed U,S.
taxes ~== U,5, income tax and excess of re=-
serve for taxes® in the amount of @
claimed as deduction in petitioner's
tax return for 1990, so that the itioner
abides with that particular )

“2+ That with respect to the disallow=
ance consisting of *losses from bad debts®
in the amount of » the same were
not actually to be worthless and
wmﬁmmm“m
thntn:"hutmmlrlwum or
bad debts effected he petitioner on the
huuo!thhﬂnlt u'mm-'m
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Inagmuch as the petitioner now admits the correct-
ness of the decision of the respondent in disallowing the
sun of 194,093,060, representing overclaimed Ue.h. taxes
(Paz. 1, Stipulatfon of Facts), the only issue to be re~
solved In this case is whether or not the amount of
¥ 2900,000,00 representing “"provision for bad debts”
effected in accordance with Section 84 of Hepublic Act
No, 337, otherwise known as "The General Banking Act® is
deductible from petitioner®s income for 19%0,

The petitioner contends that the amount of
#2,400,000,00 should be allowed as a deduction from
'Rn“iulﬂ'm“dm'tm“fm
of Section 84 of Aepublic Act Mo, 337 to the effect
that %all debts due to any such bank on which interest
is past due and unpaid for a period of six menths, unless
the samé are well secured and in precess of collection,
shall be considered bad debts within the mesning of this
section®,*
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We find the contention of the petitioner untenable
and without merit, This is ly en income tax case and
must be viewed as such, msum of whether an itea
should be allowed as a deduction froa the gross income of
& taxpayer in computing his net income is governed by the
income tax law and not Dy the General Sanking /Act or any
law for that matter, In the case at bar, Section 30 (e)
(1) which expressly provides that "Debts cdue to the taxe
payer actually ascertained to be worthless and charged
off within the toxable year" should be applied in deter-
mining what are bad debts in the eyes of the income tax

Consgldering that ti\m amount of »2,400,000.00 was
"not actually ascertained to be mthhu and charged off
within the taxable year 1950 by the petiticaer but was
merely 2 provision for bad debts effected by the petitionex
on the basie of the definition of "bad debts® under Sece
tion 84 of Republic Act lo, 337, otherwise known as the
General Banking Act" (Par. 2, Stipulation of Facts, ppe
46-4‘7.‘01'5 rec.), we belileve and so hold that the said
sum of #2,400,000,00 can not be allowed as a deduction
from petitioner's income for the year in question in come
puting fts taxable net incma (shangkuan vs. Gollector
of Internal Revenue, C.T.A. Case Wo. 19, March 23, 1955,)
Hence, the disputed deficiency income tax agsessment was
issued In accordance with lew and must be sustained,
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WHEAETUE , 1m view of the foregeing consideratiens,
the declsion of respondemt Commissioner of Internal Re-
venue is affirmed and petitiomer Philippine National Bank
1s hereby ordered to psy 40 the Comaissioner of Internal
Revenue the ameunt of ¥23,943.30 representing the 54 supe
charge fer late payment and the 1¥ monthly interest due
on the deficiency income tax for 195 in the sum of
#399,054,97, computed as follows:

Tax DM@ covcccssscscsscsscsscons mg,%g,%

S surcharge Jue thereon seeeeee 19,952,

6 morthly Interest ceeccccscece 3,990,585

(from 2/29/9%6 to I/ 2B/56 ‘
IUTAL surcharge and interest ... F 23.943.2

With respect to the compromise penalty of 240.00,
this Court has consistently ruled that the tup? can
aot be compelled to pay @ compromise penalty, cam=
promise implies mutual agreement between ihe parties ine
volved in the compromise, One party cannot excct froa ex

impose upon another a compromise (University eof sante

. Temas vs. Collector, G. K. No. Lel1280, November 28, 1958),

§0 CRDEARED ,
Menila, May 28, 1940, -

"
Presiding Judge
I COnNQUs s

Lsgocinte Judge

Associate Judge AUGUSIU M, LUCIANG i on leave.
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