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ihiz 1s an apperal rom a decision of respondent
holding le Chevalier, Inc., represented by ita president,
Lesurence (. Dee, llable for payment of #241,912,.57 as
fixed and percentape tesxes and surcharges for the period
from ‘ovember, 1963 to Jure 30, 1965,

le Chevalier, Inc,, per its Articles of Incorpora-
tion, Is & non=stock, non-profit club organized for the
benefit of its members and their guests, It eatablished
and uiﬁt.imﬁ s bar, restsurant and nightelub where
food and drinks were served, It wes registersd with
the Securities and Fxchange Commiscion on September 23,
1961 but sctually started operating its bar, restaurant
and nighteclub or November 1, 1963,

On OUctober 20, 1945, respondent, seting en an
affidavit executed by an informer, issued Anthority Yo,
147315 antherizing B,1.%, Fxaminers Cayetano "mdlda and
antonio Tusaneza to verify and investigate the internul
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revenne tax liabilities of Le Chevalier, Inc. These
examiners &incarviﬁd that le Chevaller, Inc. A1d not T1le
nor vay income and business taxes for the yesrs 1963 to
June 1965, although 1t ecatered services not orly to its
members and guests but also indiseriminately, to the
general public. On the basis of their report, a letter
dated lovember 15, 1965 and another letter dated Uecember
7y 1965 were sent to lLe Chevalier, Inc. informing it of
the findings of "xaminers VFedida and Tosaneza and reqrest-
ing 1t to present its aide of the case, As no action was
taken by Le Chevallier, inc, on these letters, respondent,
in his demand letter dated January 13, 1967 assessed
and demanded from it the payment of P241,712.53 as fixed
and percentage taxeg end surcharges computed as followa:
Gra;z Receipts:
1 L - L] * [ ] *
1# L - - » L] *
1965 « « s s = »
Total Oross Seeelipt
10¢ tax due thereon .
Add: 25% surcherge (late ra t)
 50% surcharge
(wilfvll neglect) P 69,106 4%
Total 108 percentage tax due . « « .«

Mﬂl m“%s"‘?&" B & > 4 & 5 @9
TOTAL AMODET DUF & COLLECTIBIE ., ,

¥ 795146 ,00
201, 0
€40
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Fetitioner's ecounsel, in a letter to the respondent
dated December 14, 1970, requested that the assessment
made against his client be reinvestigated, reconsidered
and withdrawn. 3Said request was, however, denied by re-
sporfent in his letter dated December 23, 1970 and from _
this lettef of respondent, petitioner appealed toc this Court,
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Fetitioner does not controvert the “igvres vsed
by respondent in the assrssment. lie questions orly the
firdiny that iLe Chevalier Ine, catered not only to its
members snd thelr ruests but sleso to the gereral publie.
lig insists that the finding that Le Chevelier lnc. catered
to the general publie ic bassd on informatior civen by
an informer who was not an irsider in the eli b, This
pesition ignores the eviderce addueed in this case and
the B,I.R, record.

Ssles invoices of Le Chevalier, lnec. were presanted
in evidence in this case. From these it eppear thet le
Chevalier had twe sets of invoicest one for nonemembers
and another for members. The faet that 1t he? invoices
for non-mepbers Is in itself proof that they cater to
the general publie, WMoreover, the sales invelees for
members presented as evidenee in this Court shon that
the customers who pel’ them were pot members of the
elub,

Lewrenge L;! testified that members yere given
memberehiip cards and an account mmber, WJhen served hy
Le Chevalier, Ine. the member signs and writes h's card
nsumber in the place Inticated at the foot of the in-
volees, Ileither the zigpmature of the smembers nor thelr
eard number appears in the place inilcated 1n the
nmerous lnvo!ees presentdd 1n this case, Or the other

hanfi petitioner has oot intro@uced in evidence any sales
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involece =igned by any wexber ar st leest with indicstior
of his eard number. The sales involees presented by re-
spondent and the teetl~n~y of Dee sre certiinly not hrar-
SaF e
It 18 significant toc thot Florenefes Hevilla,

ceshisr of the ‘e Lhevylier, lrne, who was presented as

a witneze for petitione? admitted that the recei-ts cf
the club Ao net identify the members or the v
pon=usnberas, Thiz tallies with the testimaony of 4ilveric
Goching, & waiter of the reztaupert of (o Chevalier sinoe
196 who testified that he 414 not notiee any customer
who signed chits and showed his 1.0, card, According

to him customers paid In cash, The testirconies of ‘ie-
villa and Coching atre not heavsay.

Agcgurding to Fedida, le Chevaller had 19 members in
1963 and 10 1n 196k, ll» based this Tfimding on the Cash
Jourral Yook of the eorporstion, There were two clesses
of memders, one mafd F1,000,7°C and the cother puid anly
5, W ppon beeoming & member thereof. In ¢ letter dated
December 1, 1970, ccunsel for petitioner admitted thamt
in effeet there were only 19 wembere In 1963 apd 30 ir
1964, These menshers could hardly absorb sales of
F70000 1n Just two months of operation 1n 1943 nor govld
they abeord sales smounting to 00,0005 for the year
196% or the sales amovnting to P510,266,15 from Japvary

to June 30, 1965, These figures do not include zoleg
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amounting to P24k, 000,00 diseovered by the examiners
which were not reflected in the income of le Chevalier,
Ince. The clezr indication of the foregoing Tacts is that
Le Chevalier, Inc. waz in fact a dusiness proposition
disguised as a club.

de agree with respondent that Lawrence (. Dee 1is
personaily liable for the tax lisbility of le Chevalier,
Ine.

In a statement of May 23, 1969 of Feymaldo G, *1=
mario, sccountant of ie Chevalier, he averrsd that Lee
is the contrelling cepitalist of Le Chevalier, Inc. and
we find 1t signifigan!' that neither Cee nor almario
ever mentioned any contribution from the members for the
egtablishuent and operation of the cluby restanrant and
nightelub. When {n sugust, 1956, Pee sold a part of the
corporation for P100,000,00 to Joseph Cham Say and
Felipe Padilles and another part to Heyraldo Almario for
F565,000,00, the decision to sell was spperently purely
his as there 1s no evidence that the other members had
any participation in th; séle, He could nmake the deeli-
sion alene becanse Le Chevaller was tut @& subterfuge for
his own business getivities,

WHFREFOEY ; the appeualed decision it hereby alfirmed,
With coste.

30 OADELRFD.

wuezon City, December 15, 1975, )
 RANOR L. AVABCE "A
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