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REPUBRLIC 0OF THE FHILIFFINES
CUURT OF TAX APFEALS
QUEZON CITY

RIZAL THEATRICAL C0O., INC.,
and AYALA CORFOFATION,

Fotitionars,
- VE SIS C.T.A. CASE NO. 3463

THE HON. COMMISSIONER OF
INTERNAL REVENMNUE,
Pvesmponclen t,

This is  an appeal from  the decision of  the
Commissiongr of Internal Revenwe assessing against
and clemanding 1 e om pEt i b lonors toe sEum of
FL,980,70G0.486  for the year 1974 as  deficlency
Ancome tax based on the btheory that petitioners are
in oa Jjoint venluwre taxable as a corporabtion under
Section 20 of ths MNatiomnal Internal Fevenue Code,
and subject Lo ooqoporate Lay ounder Section 24 of
the same Dode.

Fetitioner Ayalas Corporaltion o Lhe owner  and

developar  of @ roesidential cownmeraial compley
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DECISTOM
CTa

located in Makati, HMetro Manila. Tt eor
AMONY others, of hotels, S o and obhor

commarcial establishments.

For  the purpose  of  having & comple and

integrated rasidential eromme o lal complas,

petitioner Ay ala Corporation oy Lo el ancl

maintained within the conplex six (&) moviehowus

name ly: the Magallaness Theatre, Risal Theatre, GQUAD
Cinema 1, QUAD DThinema 2, GQUAD Cioema 3 and  QUAD

Cinema 4.

The purpose of  petitioner Ayala Corporation

was mainly the

ol opment of  the e sate and

the moviehous

ir oopuestion. Aecording ly  bhe said

corporalion contracted Fo pratitinners

Theatriocal Co.,.  Inowe,  ho mansge and opsrate the

said  theatres  onder  throe (3 "Operatting and

For the year L1974, (a) bhe Rirzal Theatrs was

managed and operated by +the Wisal Theatrics

Ctau g
Inc., under an estension of  an "Operating  and
Managemsant Conbract”" executed on Januwary 295, 19741

(Exh."E™): (b)Y fthe four (43 OUAD The

We iz

manacged ani oyprearated Tddzenad s Faye v feimal



DECTSION
CTR CASE NQ. 2443

Theatrical Co., Inc., under anothers "Operating and
Management Dontrazi", ewxecubted on Dotober D6, 19702
(Exbh. G")y, and (o) the Magallanes Theabre was

managed and ar-ated wnder a third "Operating and

Managemsant Contract! datied Fabrwary 1y 1?74
(Exh. ")
The provisions of the threse (3) "Operating and

Management Contract” are practically ddentical.

Theay provided fo-  the opora orf tihe

(%)
movisehouses by the Rizal Theatrical Co., Tre .,

whoss MATY AT EMEN Y T

WET

oy e compuat T @

certain percsnis

poof the "meb profits” from such

operal Lons ., The Lerm "nel profits", o bhe be

af which the amount of Lhe man A b faos o f e

manager was  computed,  was defined wdth a2 certain

degree  of definilbivenc

- T e

term "met profits" (from which the management foe

were to be guantified) was, in substanoe, defined

as  the balance  from  the  th

L dAncome . afler
deducting therefrom certain specific eupenditures.
: i

The Avala Corporation, aso owsrers of the i (6O)

moviehouses oconocerned, bormne and pald  for  all

erpenses  not  otherwise shipulated  as  operating
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27T CASE NO. 24465

BHpenses deductible feom the gross operating

incoms . Tt is clear from the foregoing bthat the

term "net peofits” Fad A Fasteiloted meaaning

exclusively for use and puepo

of the managemant

contrac

Thae only i

aem Anvolved in the above-sntitled
case is whether or ot the relationship belweon

[N IRR T AN i hes iyl e

Rizal Theatric

Corporation constitiuh A Joint wvanture baxable as

a corporation under Section 20 of  the National
Internal Revenus Code.,
Fetitioners during the 1974 toxablo year in

gquastion  had  filed their separate  and  di

ey b

income ta roer b and paid the i income T

ke

liabilities thoreundeer . The 1974 deticiancy income

tax assoeseme b in crutis b ion in the M o f

F1,880,705. 46 sprung  from U lone  dssue  as  to

whether or not the two (2) pebtitionsars had for med

themnse lve into joint venturs,

It is the petitioners’ btheory that there never

was a  joint ven bure e L Thiem Lhat the

conbee

execitted e bR en T b R fer e

managemenrnt of Lhe siv (&) moviehouses  anod  weee

J7
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CTA CABE M, SAAT

for simple ocontracts althonrkh ke

amount o f They  ocompemsal paiet by F by

Rizal The ol Doy I, am o coadteastoanl managerr,

was dependant on the "nebt profits? clerlerrrmineod in

acoordances ol by Pl formg Tl ooy I 1w

subisct managomer b oo be oo D

O the  obbher heoaed,  d b is e

sponchem b T o laim
that these pebiltionses worse constiboted dnto joint

venture  ang  that  conbracts opbteesd  dnto beadwsen

Avala Dorporation and Rieal Fheaty ioal To. ., e,

although desionatsd as "Opaerabing and Managament

Conty

Are in o or

pality contract of  Joint werdoges

and T

mey o oeon el et e dleemamir a et

manrnacgement oonbiracbs,

The Lerm "oovpoeations® for B poor poss of bhe

ineoine Loy L [NT N RRTE T [REARN o Ly preciova b

corporations o gandzed ondoee the Doopoeation Laws o

government  ownerl  corporations ot oads rreaey ko bep e

ne LAY ] Leter EIRTCI SN [REREN Ly

partnarahip, Jodint ato EIONN YA L

CENMpAn e arel simi Lav mnd Lbiesg,

Jodnd o b

B dodnt vanivhogre has geosral by been e foreed Do

A5 An

soiation of  oswsons wibth o Ly dntoent, Iy

98
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way of a contract, express or iaplied, to engage in

and carry oul a oingle or joint busines venture

for  which purpose they  combing thelr  offort

properties, money, skills and knowlodge, withouwt

creating a paritne

Fvip or & ocorporatior

o an agreement DThal bhers shall be o commun ity of
3 5

inter ameng Lhemselve

e the purpose of the
uwndertaking and  that esch  Jjoint  venturer  shall
stand in relation of peincipal,. as woll as agoent,

t

&

il

pach of the ottt

co-wenturer, with an equal
right of control of the means snployed to carry out
the common enterprises.

To constituets & joint ventuwre, the following
factors must conour

ad A contribution by thse parties of money,

property, effort, kpowledge, skill or o as

ets Lo a

common undertokings

) A Joint property in the subject
matter of the ventures

af mutual control or managoemant

o) A expectation of profit, or the pre

of adventure;



&) A rdigbht to partioipebs Lo the profiby

o an s ob jee i o

a single underiaking or art oo

Fhe by

SO Y e

e s Loy

2ed o bhe above-mentioned gudidelines, as

ot i e n Toae abyle  doint serrrn e oy il e e

O L LN That b Choeer s bd oy syl faryag

Soprsemen be botueen Oyala Doepoeabion and Rizal

Cery e .y oo eyl st bl EESRAANE

wery e basable s A aomparale oo parate opt

The  salationahip by temny Byala Uorporation ared

Tlhorade ion® Toyy 0 T e Drondea 1y a0 d 0 an

5

inclependant oonteact with e SR B SRS ST

arel  oper abdion of e

[ preere b ey

Joant owernrhars

i Es IR RIS IR EFE FE RN N S TS S

iy huspy e S RNEY E

Aavbo v s eemeer b Jdead

:

syl gy wre ders b fend s comien b

[RER S LB T R & N S

of  two o moee pearsons oo ocombdoe dheeiy o peo

time o Doth in s spocifiod oontemer of basiines

i opavhioular bosd ne:

SRR ERTE I Fob b

Flabee, Fla. Ano.

oo tect iy Ad .

Ty Wl TEE Y Cved, whe by s Foviast o bors o
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muast largely o

e wpon detsemining the dintent

from The fao

of wa part

Ve Uma Flumbing A& Meaotding Co.o, A9

o bed in Ad Am. Juoe, Db 3L L

e WL mekoe & Ebyoy oyt P ey g

slement of doinl vonburs.,

) & wonteibution by Lhe parbtios
MO ey
11

warclenr talo by

preveapesrtae, e oty o b eclom,

v

1o 3 NSRS

£3¢3 far

T poorped e vt

pebtitioners do nob osoerio URTRECIRE S

claim tha

mer Yo of Yool ing”

o f e

Ty 3 AT RIS} tnvedery bt g

Basically, e abion oonnteibotod e

phyasical  fac

weha Les dbvn o PR opal Thovateical

{20 T ey vonvbed b Sl dryed

i

Dipsem e mat the only element of

& joint sy e, IR RICTe sondt it ions mi.

e, vy sl v wawd

dodnt properly dnbers

e of hhe ventuees

of  profit,  or
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&) A right to participate in the
profits

For this purpose, the second, fouwrth and fifth

@lements of a Joint wventure, [ e
hereinbelow.

There 1s & hbit of wecertainby as  to  what
constitutes the Ysublject mabtiter™ of a venlture.
"oubiect

vibha b e

More particularly in this o
'
matter” of the veniture is somswhal oo lear,
The "subjiect matter' of the present venture

cal facilities of the Cinema

may bhe 1) the phys

exhibition business involwvedy or (52) v acbual

"operations for profit" of the busines
Assuming bthe "subject mabtter" of the venture
to be the phyvsical fecilitiss, there is no gquestion

e long s0lely andl

that the g5 4.0l faciliti

clusively to the Avala Corporation. The Rizal

i}

¥,
h

Theatrical Co., Inc., did not, by virtue of illts

contracts for managemant, obltain any intere in

the said properties.
On the other hand, if  the  ferm "subject

for

matter" refers to the operation of the busine

profit, the Ayals Corporation, has no voice in the

102



RECISTON
CTa CASE NO. Z4463

sald operations. Pt only this, 1t has no real

interest in common with the Ri

al Theatrical Cou,
Inc., in the "profitas" of the venture,
The manager (Rizal Theatrical Co., Inoc.) bas

an interest  in ths  “ope

catiing  Income” of  the
venture as its mansgement fees wore quantified from
the amount of sald operating income. The  term
"operating income", as wused in Lhe contracts (as

basis of the computation of the msanagoment feas
Nnot  sSYyNonymous, however, with  "profits  of the

venture"

the terms is wsed to denote an element
af a joint venture).

Under  the

t-up in the  ven e

may, in fact he & financial fallowre while still

providing an Topaerating income ! e il Ang t e

manager  to ampensation, This 1s =m0 because

several expenses of the venture are not deducted

from thse gross covenues dn arviving at the amount
aof the "operating income'. Sueh expenses  include

sueh iLtems

depreciation, realty tares,
structural renovations, This is wnderstandable
when the object of the Ayala  Corporation i

2ntering into the contre

1 ey i eawed . The

103



R

troated by the Oyala Corpo

s b e

marvice inasmuach as bhay wers e o andd e s

of & commercial compley dn wheo by Ty moes i homon

werm  1ooaloo. They  dolersy weasn oo foeny Uy Bl o

sy ber

Ehat would deawse moes people in bhe

NS TR ST

vinmer o for people dn b
cemp e,
The  siame

T o™ P ey mere i i thees

omp Lme The inter

ot Phe Syala Do poe s b inn

ot to reap proafits bherofeom et to pooviide o

Ehat  woundel Foet bere

2 L

the oomplay

ana  ma Lhomore mocke Bobes avnd waluabhlio,

T ootiad vt aat

Lever by Lhe e la Corpor s bion

ey B Ploe cgsapyiiogeey no b

A R A I S S RIS R

o Telich

o From g ipvzowae ) thatl

e e boren vl roewsult o dn roal Tores

sy I by e

we el b omacke o L they dipncomes Teoim Tern l Tatees

ty

e fibs” for D he oommers

vbooomp Lo

“Frofits Fromm 1ok oy bgpem Y AT T ol Lves

primary inter of bty Svals Dorporation in bl

ot ma JEment . ey b

hear band,

" it

Fyroan bl ot

‘oyparating income' onol

preveyfoad

ation of Risal

tha  primary

104
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From fhe  foroogning, it wint Ll apear thath

Frard

Lhe  pactid by Ahwe managoment oonteae

realative

cliveeopmect o odf ferent drteor

e o Al ol dvvin

ot mrtra l

T e

el 1 b

seny o Sy e e appodo L vt

o

amployed Rizsal Theaobrical Co., Ino., rreaprsn Larn b

s cpEre e al AP ey e el b sl

o brol Ll maneovpsine ot el apee o b Bl e

i tue of  Bbhe o

e

el oo bl AT

ST Y 1

servioes  dn onnoer Do vt h

maragemant of the moecdohooaos s bo doy, ard oause

Loy be done, all aclbs s

analyly nsossary for he

afficient anrl propar opaeation Ehoeam £

Theatv it

al Cowey Ino. weas alaso granteed She aubbhoe by

oy orender, supeeecise and oonteol b e formancn of

i ] a e ST T o apd i Lhea o mame and

hahalf. Thias Faral Thowate loal o,

o Iness had o bhe

aole prerogabtive dn the emplovment of  personneds

astabl iashment o f mLees avpvid [rrds

] Brncton denen g

negotiations  and  making  arcangemonts for hising,
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leasing Mo Lo films, theatrical arvel ot her

presentations: leasing of the lobby space of  the
theatre and the supervision and oconbterol  of  the
activities of Ltenants bheraing negobiation of
contrachts  as are  necessarily  roquired in the

operation of +the busines

amc allied bus

such as, but pot Limited to, adveriising promotions

and the like, and the puroha of such suppli and

inventories as  are reoudsed  and  nec

proaperly operate and maintain the theatre.
Evidently, ke agreament bree trnpen Ty hiprenin
taxpayers Jdid not oreate a right of mutual control

in the management of The  oentorpedse

Theatrical Co., Sno. had ths sole conteol of  the

operation ano managemen o f the s inessy

3 il
obiective boo oa smingle
hoo  enter e ias |

Al ly, @

A smingle undertalking:; @ random projects  an

isalated transaction. Th

A rms that will

best describe a Jjoint venture. While there had

been many such

ingle  undertakings  held to  be
partnerships o Joint vear tures in this

Jurisdiction, the be

illustration, =mo far, has
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NO . 54

bheoen the contribubion of monsy o a common fund Lo

buy lottery tic

Im Lhe proserst o The ageoemonta and aobue )

practic show that the intention of the partices was
not to exhibit randon cinema filme, Father, tho

intention was

Loy prseanl Lo Bhe commorceial oomnp L
patrons a contimuing AN SR I A oy i neg

facility. Th prodes b W o pronv e e

entertainment fagil il SR R AT TN

commercial comple: pabtrons on a conbinuwing basis.
Tt did not matter whether the sxhibition of corlbain
films and movies would deaw o more peopls to bhe
complex  than olher  filos, Ther  deb=a was Lo make
cinema  ents ailomant & fised ot action of  tho
complex.

The con trac s, therafore, e (AR

continueus exhibition of Films  nowv.

of the
commarcial  complaed. A permanent  and  continuing
feature of the complexr exhibilting cinema films one
after anobther.

The project was ot therefore limited to the
@exhibition of tho wandom film.

1) A oty o share the Ioss

107



DECTSTON
CTA CASE NI, 24463

Nowhere 1s there any indication that Rizal

Theatrical Co., Inc. was intendasd So participate in
possible losses. Tor Lhe contrary, the intentions
to above posszible losses showlderod solely by the

L Lod el in te

OWn@ (Ayala Corporation)

contraclts.

Tt ie belisved that this ds one of the mo
important elements of Jjoint veoloes.

Wi le e Leres s ineiyredd el i e

of the  ocontry By W far e e

intentionn o f e partime 44 concerned, the

wd

intention not Lo bave Rizal Thoatrical Co., Ino.

share in the 3 1 ey iddent feoms

1. The abhseron of any specific stipulation

o, o thedr fa

o L

toy that effect. The o

IT there had bheon

simple contracts for

any intentions to hold Rizal Theatrical Co., TIno.

liable far arny loss, thore waoolcd hosse been a ol
specific provision thereof.
D The profits or operating  income ( fo

purpnses of determining  managemoent  fees) W TG

stipulated to bhe determined every ocalendar year,

108
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The stipualations v Foad Loz

EXMIRIT B (for Rizal Thoaltye)

4. Managemsnt FeEe. .. The net
income shall be determined every calendar
5 ENE

tear, thalt is, provisi
Z0 and finally on De

VEAE .

onnally on June
embey T o f ey oy

EXHIBIT 6 (For GUAD Theastres)

R O The Qpearalineg Incomon shatl be
ermineeh overy o o, Lhat
. and  firmal Ly
oy December S1, of each year. e oper
accounting  and pavment shall he made by
THEATRES to AYALLA within thirty (
of the olose

al ke
provisionally an JJune

Sy

pnn

J0) davs

-

of each calendar somnos

oy,

EXHIELT M for Magallanes Thoatee)

"4, Managemenbt Foo. ., The net
ame shall bhe determined svery calend
ter, that is. provisionally o June
20 and finally on December 3L, of every
YEEF oo

ire
HEM

ar

It i1s oles

froom the foregoing that  showlad
Insses be incuread for amy year, LU would ot be
covered by profits in the followding year., The
losses of he previous year, thereofore. will notb
diminish the profits (hence also the management
fees) for the following year.

This ol

arly  Andicat

the dnbentions of  the
parties bto shield the manager (Rizal Theatrical

Co., Inc.) from 1o
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CTeay CASE NQ. Z4é

In the ola

A analysis, the provisions of the
subject Agreements does not wareant Lhe conclusion
of the existence of a taxable jJoint wvenbure,

At this Jjuncture, it must be stated thal in
viemw of the olear and explicit intention of the

parties to constitubte the Rizal Theateical Co.,

Inc., as a “ere "Contractuaal  Maeanages®, the Rizal
Theatrical Co., Teve . has  religilouwsly paid the

oy

necessary independent contracbor s tore of BN oon ibs

from tho managoemoent oontr:

it

Thus,, it s worth to recall the declaraltion of
our Suprame Court when it roled that

s L ki an
iLit o f a
it s wervmad an

detormines L :
taxpayer and as  soon
obligation  ard g
o rveel o ter o pay Lhin amount
2 anc cleamanded ., Mernco,
sements  should nob be LDasoed on mere
presumptions nn omatt somable or
logical said presumplions may boo"

o the pact of fhes

vy e

"In order
Judicaal
bae o on
of correctnesas
presumption
another [ar

stanmd it
hily
BT 3
smeantt b i ng o mers
ey made  btoo o oprest on
AR {Renilpayn NG
Commiss Internal  Revenue (CIR),
G.R. No. i hh e Jan . 1862y Island
Garment Mfo. Corp. ‘ By
June 22, 19773 Medina ws. OTR, O

124%, Dec. 27, 1971 dHoerre v, TR, DTH




DECTSIONM
T8 DARE

e R
MUY, AT

Ney.  20&AC,
ey Ko

mIky, -

I £
pet L tionsrs on

Freeanue poso beecd

{ 4

that the Comma
Phal  thier o s o bowalb e

in oA muach aimilar

s

atiomshiin be Dwmen RYR

ey tore in a0 ot

Theatrioal  Enborpre i Frvero y wri bhe HEPO Deyes Lovpmen

caony sl Lre B Mas ol emeesy T by e 3 b

SAFT N L

Fpwn et

Coinmema 1,

e

iy ihe

o b o Povralk e BESRERRS Loy brge e

s
v

om0 manaceewmend con oot b beasen Y R

o Ty e Py HE Do Lopmen

Leral  FEn e ped

Loy anel Lo B Mav Byl omees Ty mery U baoesmos

Clovepoea

XY ItTe! Dinema L. 2 oanel T,

Thes poe feag

ey oo el by Elue s pesionnng

ma cle

Imvberral ey, basiend o on bhiey eerounmesed

by Tohes Chiief ot e ATRFTER IS D an

concueesd in by the Ohief oof Lo sy i VP f Lo

of the Buresu of Inbornad Rewveopwe, b0 a manoeancom

10

catecd June 1TORT  and  Uhat  the Oommis

i

sovbemel Thal A hey e ds oo 1

Intermnal  Ressenngo oy
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19

joint venture in the contractual relationship of
the parties to the management contract refocred to

above, and that ths facts presenlted in the tanx

referred to therein and in the above-ontitled

now pencding bryes forre this Moo al Le Court AT

moantial Ty the sams,

The wsaild momarandum for the Commi

Loner of
Internal Revenue dated June 15, 1987 reads as
follows:

MEMORANDUM FOR
The {Comm i

SuURJ

This rvefers to the prot "
THEATR T AL, ENTERFRT TR ., filed
through s b the  as men e
of 4, B deficiency income

. Pa AT
and  fixed tares for taxable vears
198G and 1981 in domint wventuros wi th
Loz F . Plar bl arvel R Lopment
Corporation .
F AN 1 -F 7ot 7
FAN- 10037 -QOR20%3E,
F M-~ 42087~ GOR09%
AN~ G- QC-—R7 002095, arcl F -4
OOR20%4 dated Maroch 20, 1967,

b

FACTS:

RYFR Theatrical Enterprises, oo
a domestic corporation engaged in the
operation not o ly o f
moviaehous
arcd CREra
parties.

[GINTR}
but also in the management
Loy e f theators Ly Lhird
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DECTSTON
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I 1979, 1t entored dnbo mopars
contractes, e
with HF Development
Fo Martel, whareby appointad  and
employed as ] and
general manacer to "supsrvise, b antd
and operation' of
the lati

cpevmenn o Con teact
Lo anad fous

o f Erown as
Cinema 1. 2 and all
sprawling Harrison Flas
Bonglereard, Marn il

R
by Ly

at

I

u

which was oconplete
A

A

In the investigation of
ax  liabilities for the years
@M aminer interpre

; the

axpayar s
and
the

ancl

2
rrement
20)

Joind
! of which
deficiency income  and

In fimding arel dJusmtifying t e
e f Joint 6 milth P
Corporation s (IR ™,
Martel, the L aminer e ded €0 the
fol lowing aspectes o f T he mar agemsn i
contracts, vis.:

1. That the procoarement of  Lhe movie
fitma to e shown i the theatoes
W made by  Uhe Ay, which
mesans that  the laltter as operator
contributed capital;

for t b
was  DOX of
2 g which i
et contracls
o normal ly i fixed
2t wupon net profit or

sooperaliionss and

1 e Of
urnseal
wherre
and not




DECTISION
CTA CASE NO. 2463

g

] allocato
ain  mufficiont apdbtal o at
e AT e
aparation of the

L the

and  maint
all 1im
unin tereup ted

[ravy e

The e
the following

1. Thero were no joint wvaobtuess with HE
s lopment  Corpoeation  and Luwz P,
Wi bt only conlracts foe

SV L Cns

.

i s hax liabilibies Ffor bhe
1981 have been condooed oo bo

Al Linont of  btav amne Lapyiding

A, S0 andd

i Chedder Ploves

aprid

Ty male  an
L2800 has

pEedod within
st for The

rachy wresoribed,

Thezem i3 meve 1T s 5 fovr
Taxpayer antention Uhats the soanagoement
contracts in g Loy aro oonly acts for
anrvices and nol jJoint business

[V W TS

The i s op o ach
above by B oexaminer temding
the existence of joint ventures et
astrong and suffici Lo over Ehayrow the
ence and o f pd ntracts,
which are prin for porformance of
services, thalt is, for taupayer "to act
as  technical consultant and gensral  in
HUPErVISIiNg ., dir ting, controlling,
aparatirg and managing the operation and
busines o f the theaters” o f HF
Development Corporation and e .
Marteal .,
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Thie PYFTO 3R O 6 o f bl
wharein haxpayver was undeor obhligation, o
ore of  the services or »
rendered, e negotiate
arrangement for Faeing, leasing arel
ahowing of movie films," and "to alloocate
and maintai st ficient  working
att all bt A he
of o the
of the whole

itims o bhe

arvd mako

profile of the
m e |
ament

arvd

: payment to : !
the operating income of the
as  compsnsation o management
contracts,  the oanagoment  foe is o Fixed
arnd not depesadont on Fhe owloone of  Lhe
eration of  Lhe busin Lhe  parbises
Ly adoyg a i ffe heme ot
ards managemeont feae for

e

omen b oot oA

whioh  may
o amplied agresment  too oonle
combine btheilr propeset S

a speclTicod oourse
LATY aliing , INRE
dividing the profits
{Flaber v

ime i
(T OMITON

in m Jur 2

ITm Lthe dir . 1,
tention of taupa ancd HF D
Corporation o e and L
to mngage in btheat AT
Tt is belicsvod that {
intention when they snterod into
management contracte. It is widely known
in business 5, more particularly in
the theater tion e e that
taupayer ; heen 1N i sl of
business for many years lTang befors

1y wWaes 1t fhe

Loypmezo
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et on o f T Fyen Lo marnacgenmen b
chs. It IIRTCTS opieratad arnc
managed o number  of  firs meyw ie
houseas  right  in the heart of  Manila.
Thus, ib inconceivabile for 10 bo skill
VAL joint veor b e Wit h Lhviedd
partieg the same Line of in
which it g Lmar Ly ;
have Jus (RIKEM wup arno b b
cainema o il oy somavhero el on op
ian  the peami
F* LA e Coymmaear
et fadnane
ancl omans

o i,
it

N’ s

3

Wl D oam

Yoo pLbw
BERPV LIRS AD N v b, e e ason
A gqui e ) srecmlopmeant
Corporation andl Loz Fra o el VI
apparently business neophy ies insofar as
theater operation is concermned . Tl
reacorods  ahow that at Lhe  time of  the
wbion of HFY Developmendt Corporation’ s

amen i o o itk axpayer I

&0, 1979, i MOV L LF

“laza Cinema was shill under
LMY W

)

o BLR. L9294 ¢

tober 3 D7 . where o (0
contributed their aal funds,
ineluding t e ey that Theoy have
borrowsd  from thoir father, to a common
fund  and  bought sal  proooerltics for e
prarpase of  rendbing Lhoem ot o soeveral
tenants, bhen
manage the properst :
lease, collect and re
to take  all necessary acks o e
successtul  management  and  aperation  of
the husiness, to t e Bt that the
properties hsad been handled as 1f the

inted thelr bhrother to
with full power to
welve rentals, and
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DECTSTON
CTA CASBE NO. 24463

HAME be longs=d to a corporation o
husiness undertaking opsrated for profil,
the Supreme Court held  that for bax
purposes the sisters were decemed to hawve
farmed a partne Tip.  The above o

fol lowead i Al INRE:
Frapomp e WS
o el Loacgunase
i l. 8 (G.R.
Y s twn
ating
¥ h -

i

By, 1508
COMEAN ias

o Lo 2
by ining  Lheir 1
. Placed thee ooperation of
vincler one s le management
callead 3 int  Ope Slont the
prarposea of OPOML T AN on 8 o
the end that they  constlbod
entity, and after acc for the
gross receliphts and all incurred,
divided the resuliting net profit on a H0
A0 sharing basis, the Cowrt ad Moo led
that: the ( AP AN : i s heme
constituted a0 Joint  ventuwre ander  tho
National Internal Revenue Code.

fleets of
the busin

A smiangle

bLhat i b
£ A B E £ and
uneguiyv caly hoth as bto the infontion of
the parLie and  the marmer by which the
business enterprises were oreated and
managed, and the participation of the
in thoe net profits or 1o

W e i

On the basis of bthe above ovaluation
ancl  diso i we  find it unnecessary
anymore  to uss the merits of the two
remalning lssues ralsed by the taupayer.

RECOMMENDATION

In VL Ew af the formgming, ac
finding taupayer’'s protest to he well
taken, it dAwm e Lfull mmendec
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DECTSION
CTH CASBE NO. 34463

that b s bl oo
withdrawn and cancellied.

smenn b fae

Respectfully subnitted:

(Sgd.) L0005
Chier

T M. NATIVIDAD
fo Appeallate Divisd

T CONCINR
(Soyd .y JATME M. MAZAH
Revenuve Service, Chief Legal Qffice
Recommendat ion-OFPROVED @
(Sgd.) BIENVENIDO . AR, Jh.

Commissioner of Intornal Revenue

In view of the foregoing, it is our opinion
that the claim of respondent that o tawsable Jjoint
venture exists among the hovein petitioners doos

nat have any merit and withouwlt any legal bas

WHEREFQRE , the apreaa Lo cdlereisgion o f t e
Commissione- o f Internal Flomwmmu against
petitioners for 1976 deficiency income tax in the
asum of PL,HR0, 700,486 is

gt aside,

No PrOn O CEmen t oaw

S0 ORDERED.

Auezon City, Metro Manila, Aperil 24, 1989,

ROAQUIN

s e Juclope
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DECTSTON
CTA CASE N 34467

WE CONCUR s

@WZﬁl/

AMANTE
Fresiding Judge

ALE .
Associate Judije

CERTIFICATTIOR®MN

T hareby cer i fy that This decision WS
reached after dus conswltabtion among the members of
the Court of Tas Appeals in acoordance wibh Beotion

1%, Article VITID of bhe Constitubion.

Cusaids,

AMAMTE/ FILLER
Frromiding Juclogs
Court of Tax Opp
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