,UBLIC OF THE PHILIP
MCOURT OF TAX APPEALS
: BMANILA

MANUEL A, JAVELLANA,

Petitioner,

- versus = CoToAs GASE NO, 425
COLLECTCR CF INTERNAL /kﬂm@v 2/,/857
REVENUE, :

Respondent,

DECISION

This is an appeal from a decision of the respon-
dent, assessing ageinst and demanding from the peti-
tioner the aggregate amount of #7,008,95, as deficiency
estate and inheritance taxes, including surcharge and
interest, allegedly due \on the estates of the latter's
deceased parents.

The petitionexr®s mother, Pilar A, de Javellana,
and father, Angel Javellana, died on May 7, 1941 and
February 22, 1945, respe¢tively, leaving estates sub~
Jest to estate and inheritance taxes. The petitioner,
as sole heir, filed estate and inheritane¢e returns for
the respective estates on November 4, 1941 and January
2, 1946 (Exhibits A and B, pp. 1 & 17, BIR rec.), and
a supplemental return (Exhibit J, p. 33, CTA ree.) for
his father's estate was filed on February, 1946, On
the basis of the firsttwo returns, the respondent, on
January 2, 1946, assessed the sums of P13,102,00 and
217,554.67 as estate and Inheritance taxes, including
the compromise penalty for lack of notice of death of
Pilar A, Javellana (Exhibits D and 5, p, 28, BIR reec.).
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These sums were paid by the petitiener on Febpuary 28,
1946, as evidenced by Official Reeeipts Nos, 10432,
10433, 2252 and 2753 (Exhibits C«3, C=2, Cel and G,
PPe 2932, BIR rec.).

Upon Investigetion, It was ascertained that the
hagciendas e¢f the petitioner®s parents had 2 sugar quota
of 11,588,218 piculs, Consequently, on July 17, 1946,
the respondent assessed against and demanded from the
petitioner the sums of »7,654,.64 and 4,703,.09, as de~
ficieney estate and Inheritance taxes, including ine
texest and conpromise penalty for lack of notice of
death, (Bxhibite E and 9, pp. 46«47, EIR re¢.) This
deficiengy :sscssment ir;clud&d the tax on the sugay quota
of 11,998,21 pleuls, which was valued at 75,00 pexr pisul.

On April ¢, 1549, the petitioner wrote to the
zespondent, ackanowledging receipt ¢f the latter's letter
of Mareh 19, 1949 and rzequesting copy of the assessment
dated July 17, 1746 In order to give reasons why he was
net liable to pay deficlency taxes {(Exhibit 12, pe 61,
BIR xe8.). In response thereto, the respondemt, on
July 7, 1949, enclosed a cupy of sald assessment and,
at the same time, asked for satisfactory explanations
Justifying the disecontinuance - the demand for defie-
ciency taxes, (Exhibit 13, pe 63, 511 rece) On August
10, 1949, the petiticner requeste. lor ecessiry ve=
tails as to the nature of the deficiency taxes sought
to be collected from him and the items upen which the
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same were based (Exhibit 14, p, 64, BIR rec.).

On September 9, 1949, the respondent demanded
from the petitioner the payment of the respective
sums of #10,810,9% and ¥6,660,86 as deficiency estate
and inheritance taxof, including % surcharge, ine
terest and ¢ompromfse penalty for late payment (Bxe
hibit 15, pp. 9=71, DIR reec.)., At the same time,
he requested the petiticnexr to submit explanstion
which would justify the countermarding of this assesse
ment, On Cstober 19, 1949, the petitioner wrote e
the respondent, giving the explanation asked for (Bx-
hibit 17, pp. 73-74, B TeCe)o

Later, on December €, 1951, the respendent
fssued a warrant of distraint and levy against the
propexties of the petiticner Lo satisfiy ithe amount of
#£18,538,06, representiny estate and Inheritance taxes
allegedly due on the estates of his deceased papents
(see Bxhibit 19, p. 121, OIi rec.; see also pe 118,
BIR xe€.). n larch 29, 1992, the petitioner requested
the respondent Lo withiwold the exécution of the ware
rant of disiraint and levy and o allow Lim an oppoxe
tunity te further explain his (former's) side on the
sugar quota (Exhibit 19). /<, en April 6, 1952, he
supplemented his letter of Mare¢h ", 1752 and requested
for the reconsideration of the resovondent's stand aiu
foxr the zevogation of the varrzan. (Exaiolt 2y ppe 1M=
125, BIR rec.).
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Finally, the respondent, on July 29, 1959, ree
dueed the valuation of the sugar quota from #2,00 to
#1,00 per pisul, thereby also reducing the assessment
to #5,697.70 and #1,311,25, respectively, as deficiency
estate and inheritange taxes, plus 5t surcharge and
interest (Exhibit 21, pp. 141«142, BIR ree.).

On September 16, 1957, the petitioner reeeived
warrants, dated January 1% and 16, 1957 (Exhibits K
and L, ppe 34=35, CTA ye¢.), distraining and levying
his properties fer unpaid balange of estate and inheriw
tange taxes and penalties In the sume of FR2y6M,16 and
#11,391,02, Subsecuently, the respondent issued a2 noe
tice of selzure of the Qﬁtitimu't real property losated
at 140 Vito Cruz, Manila, with the advertense of its sale
at publis auetion on lovember 4, 1957 (Exhibit M, p. 36,
CTA pet.)s On September 26, 1957, the petitioner ze=
quested for the cangellation of the nokise of seizupe
and the cerresponding wagrpants of distraint and levy
(Exhibit iy, pe37, BIK reg.), whish request was denied
on Ogtober 11, 1957 (Exhibit O, p. 171, BIX res.).

Un Ostober 12,1957, the petitioner filed before
this Court his "Petition for Review and Prohibitien With
Preliminary Injunetion,”

On the ingidental question of whether ox not the
scheduled sale at publi¢ austion, on November 4, 1957,
of the petitienexr's property at 140 Vito Que, Manila
should be suspended and/or cancelled, this Court, in its
Resolution of Ostober 30, 1957, cancelled said scheduled
sale on the grounds that (1) "the assessment dated July
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29y 1955 1= primas Cacie 11legzl in that it was made

beyond tle five-yesr period" provided unier Jection
331 of the Tax Codej and (2) that, "1f the Wﬁrr;nt of
distraint and levy as well as the notice of saizure
respectively served on petltioner on September 16 and
18, 1957 were to be founded upon the assevsment dated
July 17, 1946 ani the surplemental dsmanl of September
9y 19%9, respondent's attempt to ‘collect the same would
also be grimg Facie unlawful s yond 1 five-year
period g =nte 1 . action 332 of the Tax Code."

Meanwhile, on Qctober 28, 1957, the responpdent
filed a motion to dismiss the petitio D3 riew and
prohibition with preliminary Injunct v tle pround
that the said pebtition was not filesd within the -day
period prescrile i 3 {an 1 of Aepubl ] At o,
1125, Resslving iy motlon, this Cours, in a m. jorilty
opinion dated January 27, 1951, held retition to
have bsen seasonably flled.

On March 12, 1953, th espondant £ 1 S We]
to the petition,

During the haaring of

i
e’
-
ct
=y
@

parties gtipuiateu =35 follo

"l. That the destruction of certain pro=
perties mentioned in the estate and Inherite
ance tax returns for the late Angel Javellana
(Exhibit 'P') has been verified and found cor=-
rect as per Exhibits "2' and ‘'2-A' (pp. 111
and 109 respectively of the BIR records).

"2, That all the properties of the de-
geased spouses Pllar Javellana and Angel Ja-
vellana are enumerated in the estate and in-
heritance tax returns (Exhibits 'A*' and 'B')
except the following:
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(a) Lot No, 1326 logated at Jaro
Peﬂ.u with the assessed value of 54,500.00
separate propedty of the deceased Angel
Javellana).

(b) Sugar quota of 11,558,21 piculs
(conjugal property of the &coaud spouses),

*The above two items represent the only
sontroverted items in this c¢ase for purposes
of deficiency assessment,

*3, That in the defliciency asscssment
(Exhibit 'H?'; the sugar quota was valued at
one peso (#1,00) per picul for the reasons
stated in Exhibits *1' and *5' (pp. 134 and
138 respectively, BIR records),

®4, That this is only a partial stipu=
lation of fagts and, therefore, the evidence
already submitted or to be submitted shall
govern points not covered by this stipule=-
tion,"* (PP. 137"138’ eIA r.co)

This case ylields the following issues: |

1. Whether or not the right of the respondent to
¢0llest the alleged deficlency estate and inheritance
taxes has already preseribed;

2. Whether or not the deficiency assessment in
question is illegal and/or erroneousj and

3. Whether or not the respondent is liable forxr
damages,

The resolution of the first issue turns upon the
application of seetions 381 and 332(¢c) of the Tax Code,
the pertinent provisions oi which read:

'Sbe, 33l. rerloc on _upo
e o e ) d

o=l xgent as pro-
: ing seetion, internale
revenue taxes shall be assessed within five
years aiter the return was filed, and no
progeeding in court without assessment for
the collection of suech taxes shall be begun
after the expiration of sush peried., For
the purposes of this seetion a return filed
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before the last day prescribed by law for
the £iling thereof shall be gsonsidered as
filed on sueh last days %;szggg. That this
limitation shall not apply to eases already
investigated prior to the approval of this
Code,"

"SEC, 332, x x x

() Whexre the assessment of any ine
ternalerevenue tax has been made wi the

period of limitation abovewpresgribed such
tax may 1] collocted by distraint or levy

in court, but only if
bogunez 2 ithin ars aftor the assess=
'zay'prxot to the expirae

ticn of any pon od for sellestion agreed

upon in ur!tlng by the Colleetox of Internal

Revenue and the taxpayer before the explra-

tion of sugh fivesyecr period, x x x,*

It 1s suggested, on behalf of the petitioner, that
the respondent could ¢ollsst the alleged deficiency
taxes only within five yeazs from July 17, 1946 when
the first defigiency assessment was made, Having failed
to iInitiate the ¢olleetion within the said five years,
the right of the respondent to ¢clleet the same has prege
eribed. It is equally urged that the petiticner's pro=
tests and requests for explanation of the various assesse
ments did not intezrupt the running of the presgriptive
pexriod, However, it ie argued by the respondent that the
fiveeyear period within whieh he was authorized by law
to sollect the deficiengy taxes should be gounted from
the issuance of the revised assessment of July 29, 1955,

From the foregoing finding of fagts, It appears
that the initial deficiensy assessment, datea July 17,
1946, was made within five years from and after the filing

of the estate and inharitanse tax returns. Duzing the
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intexin between the initial and final deficiengy assesss
ments, the petitioner has intermittently reguested faor

a eopy of the initial deficiency assessment in order to
give reasons why he was not liable therefor (Exhibit 12,
pe 61, BIR ree,); for necessary details as to the nature
of the defigsiency taxes and of the iftems in the returns
upen whieh the same were based (Exhibit 14, ps 64, BIR
rec,); for the withholding of the exegution of the ware
rant of distraint and levy, and allowan¢e of an oppore
tunity to further explain his side on the sugar quota
(Exhibit 19, p. 121, BIR ree¢.); and for the reconsideraw
tion of the respondent's stand, and revecation eof the
said warrant (Exhibit 20, pp. 124=125, BIR ree.). Vé
view of these various requests, It is more reasenable

to eonclude that the respondent desisted from enforeing
the ¢ollection hquroceedinq in court within five years
from the initial deficiency assessment begause he wanted
to affoxd tholpatztlonat with every opportunity %0 dise
pute the correctness of the assessment, After having
persuaded the respondent to reduce the deficiensy assess=
ment, and consequently to defer the ¢olle¢tien of the tax,
the petitioner may not now be allowed to profit from sueh
postponement, thereby evading his tax liability, If theve
be any, on the ground of mere legal toclmuautih_:r To
hold, as urged upen us, that tho postponement of the gole
leetion ef the alleged defininncy1taxnc has fore¢losed
respondent from pregeeding with the sellestion threugh
judicial means is obviously unfair and prejudisial to

299



DECIBION =
c’r.‘.‘ Cﬁﬁ NO. "

- 9 -

the government, The Supreme Court, i{n Collector vs.
Suyoe Consolidated siining Co,, et al., G, R, No, L=
11527, November 2%, 1998, where the Collectar was
forced to a similar situatien, said;

*It is obvious from the fmgemg
that petitioner refrained from gcollecting
the tax by distraint ox levy er by pro=
clidinﬁ in court within the Seyear period
from the filing of the seeond amended
final return due to the several requests
of respondent for extensien to which pe=
tionexr yielded to give it every opportunity
to prove its claim regarding the correci-
ness of the assessment, Begcause of such
requests, several reinvestigatlons were

and 2 hearing was even held by the
Conferengse Staff organized in the collec~
tion office to consider claimc of sugh
nature whieh, as the ree¢ord shows, lasted
for several months, After Inducing peti=
tioner to delay gsollegtion as he in fact
did, It 1s most unfalr for respondant go
now take advantage of suech desistance to
elude his defjiciengy income tax llability
to the prejudice of the Government invoking
the technical ground of prescription,”

"While we may agree with the Court of
Tax Appeals that & mere request for reex-
amination or reinvestigation nay not have
the etfect of suspending the running of
the period of limitatien for in such a case
there is need of a written agreement te
extend the period petween the Collector
and the taxpayer,Ythere are cases however
where a taxpayer may be prevented from
setting up the defense ¢l prescription
even if he has not previously walved it
In writing as when Ly his repeated ree
quests or positive acts the Government
has been, for yvod reasons, persuaded to
postpone ¢ollection to make him feel that
the demand was not unreasemable or that
no harrassment or Injustice fs meant by
the Government, And when sueh situation
¢omes to pass there are authoritlies that
hold, based on weighty reasons, that such
an attitude or behavior should not be
countenanced if only to proteet the ine
terest of the Government,”
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Consequently, we believe, and so hold, that the res-
pendent’s right to collect the alleged deiiciency
estate and inheritance téms by a progeeding in court
has not prescribed,

We now ¢come to the issue of whether oxr not the dee
fisiency assessment under consideration is illegal and/er
exroneous, The imputation of illegality and/exr errer of
the 2ssessment in question 13 limited to questiess regarding
the sugar quota ef 11,998,551 pieuls, which, as stipulated,
constituted a conjugal property of petitiocner's pareats,
and Lot Mo, 1326, which, as likewice stipulated, was a se=
parate property of Angel Javellana and hed an assessed
value of P4,500,00,

Relative to the question invelving the sugar queta
which the respendent valued at #1,00 rer picul, the pe-
titiorer contends that said quota should not ke included
as part of the taxable estate because it had ne market
value on the dates of his parents® demise; that its value
was already included In the assessment of the land, and
that bq,ang a mere privilege granted by the state, 1t is
doubtfial 1f the same could be treated as taxable property.

\ /: sugar queta, otherwise teg¢hnisally referred teo
as "plantation~ownexr's allotment”, means the quantity
of sugar of a stated class whieh in a given year may,
in the case of A and B sugar be marketed, and in the
case of C suger be held a2s 2 reserve, by ths ewner
and/or planters of the plantation ¢oncerned (Executive
Grders Nos, 873 and 83%, dated September 30, 1935 and
Osctober 12, 193%, respectively, Exhibits 2 and 3, pp.
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83-91, BIR rec.). Like aay other specie of property,

it may be transferred either in wheole or in part, by

or in connectlion with a transfor of plantations or

areas to which they pertain, or independently thereof,
subject to the conditicns stated in Executive (rder

Ne, 873, In faet, sugar quctes were and are still

being scld or leassed for monetary considerations. They
"g¢an be scld in the year 1941 for £5,00 and in the year
1945 for #6,00 per picul” {p. 95, BIR rec.). However,

in view of the fact "that the valuation dates in quese
tion are the two {2) hectic periods of the war (invae
sion and liberatien) when no congrete evidence of values
can be had" (Exhibit 5, p. 138, BIR ree,), we presume
that the respondent's valuation of the sugar quota under
consideration at #1.00 per picul is prime facle correct
(see Interprovineial Autobus Ce., Inc, vs, Cellcitor.

Ge Re No, L6741, January 31, 19563 see also Commissioner
v. Robextson, 75 F (2d) 540; Estate of Willlam MeDeggall,
45 BIA BU3, 8CT)., The petitioner's general allegation
that the sugar queta did not have market value on the
dates of his parent’s demise is not sufficient te overe
come this presumption of correstness, ~ioreover, even
granting that there was then no market value, the absenge
of market price is not a barrier to valuation (Guggen-
heim v, Rasquin, 312 U,S., 254, 85 L. 6d. 813; see also
Lusas v, Alexander, 219 U.S. 573, 73 L. ed, 851), for

an fmpertant element In the value of the property is the
use to which it may be put (Susquehanna Pewer Ce. v, State
Tax Commission, 283 U.S5. 91, 96, 7 L. ed. 1042},
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As regards the petitioner®'s cbjection to the ine
clusien of the sugar quota as part of the taxable estate
on the ground that the value thereof has already been
included in fho assessment of the land, we find the same
to be without merit, Wwe find no evidence in record to
susta} this cbjeetion,

The supgestion that a sugar quota is & mere pri-
vilege granted Ly the state, and, therefore, it is doubte
ful 1f the same can be treated as taxable property is
equally without merit, A sugar quota, once granted by
the government and until withdrawn from the sug ar planter,
is a property or property right, the devolution ot which
eonstitutes a transfer or shiiting of the econumic bene~
fits and burdens of prupertyﬂlr

Relative to Lot No. 1326, which, 28 stipulated by
the parties, was & separate property of the petitienex's
father, its value of #4,50(,00 should be considered only
in the estate of his father, In ccmputing the estate and
inheritance taxes cdue therecii,

The instani appeal on the legality or illegality
of the cdeficiency assessment having been limited to the
questions relative to the sugar gucta and Lot No, 1320,
we are not at liberty to disturb the respondent's detere
minations on the other real and personal properties of
the petitioner's deceased parents. cConseguently, we
find, and s¢ hold, that there is due from the petitiocner
the total sum of #5,470,50 as cdefislency estate and ine
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heritance taxes, In¢luding 5% suxcharge.

Having determined a deficiency against the peti-
tioner, we find it unnecessary to pass upon the quese
tion of demsges.

WHEREFCGRE, the decisfon appealed from is hereby
modified in the sense that the peticisner is erdered
to pay to the respendent or his. autherized agent the
sum of #5,475,55, computed {n Annex ®"A* hereof, with
the coarresponding interests from Mareh 1, 1946, With
costs ajainst the petitioner,

$0 CRDERED,

Manila, September \21. 1959,

—

= TANO NA
Presidiag Judge

I reserve my vote,

b e AT

Associate Judge

260



DECE ION
CeToAs CASE NO, 425

AREX_ A"

Estate of PILAR A, DE JAVELIANA

Estate taX ceecescessscssconcsce ¥ 6..33012
a Smhlrgl on '1.’”.97 eecocese

r’t‘l 0000000OCOCONRPOIOOOISNNDROONONODONOS f 3 L

Less amount pafd ccevcccccccscee
DCIRMY estate tax dU® cccvccvcccsccocce

Inheritance tax Qnooooooooo.coooo ,m’m.le
5% Surcharge on #2,409.33 ceveoe

T“.l 0000000800000 0000000OCCOIOIGS . t J L

Less amount paid ceeccccccccccce M
Deficieney inheritance

taX QUG cercssescssssssssensssssoncessense

Ta“ 00000000 0000000OCOOOGIOIOGOOODOYS

LS

Estate of ANGEL JAVELLANA

Estate tax .ccececcscccccccecsce P 6,985.79
5% Sursharge on #467.07 cceccese

r“.l 00000OCBOROOOOOIOOOOPOSIOGIOOOD k ®

Less amount paid cessccecccccces w
mfﬂm? estate tax dUe ceecccccccsccncee

Inheritance® taAX coceccoccosocces ’11,“'0”
5% Surcharge on #822.44 ,.4000c0

r“u SoeNOOOPIGOIOIOOOOOORDPOOIOORRODO [ ] .

Less amount pald ceeccccccccccss W
Deficiency inheritance

LAX QU@ socscsssecscecssscscscsssssssssee

rm“ 0000000000000 OOKOGOSOIOGIOOOOSODS
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#1,991.77

—22223,00
#4,121.57

® 490,42

—863,26
1,353,986



