REPUBLIC OF THE FPHILIFPPIMES
COURT OF TAX APFEALS
QUEZON CITY

AMADDO A. AMADOR, JR.,
Fetitioner,

- VBFSUS C.T.A. CASE NO, 3281
THE COMMISSIONER OF INTERNAL
REVENUE ,
Respondent.,

Ascsailed in this petition for jreview is the
decision of respondent Commissiconer of Internal
Revenue holding petitioner Omado & omador, Jr.o,
liable for the payment of FZ22,2653.87 representing

o
deficiency Ancome for the year 1977.

The facts are simple.

Fetitioner is a lawyer. fis a result of the
routine verification of his income tax retwn for
the year 1977, there was found due from him the
amount of PR2,536%5.87 as deficiency income tax

arising from disallowed deductions, to wit:s

Office rental o ,929,66
Law jouwrnals 10, 8935 ,00

49



DECTISTION -
CTa CASE NO. 2281

Repairs and maintenance HL,n0l.41

Legal consultation fees 17,00, 00

Employees transportation 172.49

Gasoline, oll and grease TLo164,005

Telephone bills HEAE S I

ffice supplies HAIPIR B L A

A notice of ssszesement was  duly  dnsued  on
October 31, 1980. While pmtiyjunmr requeskbod for a
re-examination of the ameessment, respondent
reiterated and demanded the payment of the
aforestated deficiency tax in a letter dated april
2. 1981,

Hence, th pressnt recourse.,

The only guestion presented for resolution is
whether or not the disallowance by respondent of
the claimed deductions of petitioner i< proper.

We will discuss these oclaimed deductions in
seriatim,

Office Rentals

Fetitioner olaimed a cleciue tion of office

rentals amounting ito F14,400,00. Lipon FrEs e
vamination, however, the amount of PR,929.46 was
disallowed by respondent for lack of supporting

papers and the fact that the rveceipts presented



DECISION -
CTA CASE NO. 221

(Exhs. H-2 and H~3) pertain to the yvear 1978 while
the eupenses claimed are supposed  bo heve hoen
incurred in 1977.

We agree.

From his 1977 income retwrn and the evidenoe
presented, it appears that pelitionecy did oot L rep
the prescribed books of accounts and »ther recordss

i

or his recards are inadeguate. Hi accounting

system'", if any, therefore turned on cash receipts
and disbursements. As can be glemned from bis
records, petitioner’s income was reported  when
received and his deductions olaimed when paid.
Since petitio v is on the calendar year basis -
and individual taupayers must always report solely
on this basis -~ he can not claim as deduction in
1977 office rentals paid in 1978, The amount of
F8,929.66 paid in 1278 should therefore be
disallowed,
Law Journals

Fetitioner claimed F11.428.00 as deductibhle
expense under this item but after re-investigation
the amount of F1LO, 892,00 WS dieal lowerd by

respondent because "the receipt iz A mere scrap of

o1
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paper without number , date, place ated wvihere
purchased., "
Respondent concedes al lacst  that petiticose

has a record of this expense albthouoh 1t was ook

allegedly properly substantiated ae ble receipt was
not numbered and dated and place of purchase not
indicated. Where a taxpayer claimed deductions for
certain expenses hut no records were available, the
same having been destroyved after the lapme of five
vears, the ded wction may be allowed considering the
testimony of the accountant as to the nature of
those expenses, which besbimony WAS not
contradicted by the Government. (Basilan Estate
vs, Commissioner of Internal Revenue, L2243,
Sept. S, IR&7. 21 SCRA f&.)

Record of this item was availahle, as the
receipt was presented by petitioner, arl the
testimony of petitioner as to the nature of the
expense was naot contradicted by respondent. It has
heen established the item purcheased by peltitioner
was a second  hand met of Fhilippine Reports,
Volumes 1 to 705, It was not purchased from a
regular bookstore but from a private individuaal hy

the name of Mrs. Ofelia Ca=xcian of Lucena (Oitby

02
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considering that Fhilippine HReportes, Yolumes 1Loto

7

o]

were no  longer  available from  regular  hoob
stores. Fetitioner had the books in bis office Aand
offered to show the same to the sxamirer, (.= ..
pp. 13~16, bhearing of May 8, 1984,

The amount of PFL0O,893%.00 shouwld therefore be
allowed as deductibls expense.

Repairs and Maintenance of the Law Office

The amount claimed as deductible expensge wvag
F&,348.76  but  only the amount of FR4A7.35% wag
allowed. The balance of FHE501.41 paid to the
master carpenter who undertook the repairs 15
covered by a receipl S i0nedd by the mae e
carpenter, which reseipt however iz oot peainded,
numbered and registered with the Buavreasn of Internal
Revenue, was disallowed.

Considering that petitioner A presented
documentary proof of this expense; his testimony
that the item was legitimately paid far the repair
and maintenance o f his law office was not
contradicted by respondenty; and carpenters who
undertake minor repairs do not  dssue official
receipts prepared in accordance with the

requirements of the Sureau of Internal FHevenue, the

an
e
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balance of FI,501.41 shouwld be allowed, T &
taupayer’' s claimed deductions for ey bain exprnses
but no  available records were avallable were
allowed considering the testimony of {1he accountant
as to the nature of these expenaes. which bestimony
was nolt contradicted by the Government (Basilan
Estates Vs. Commissioner of Internal Revenue,
FUpral. with Yol FEASON b ) ol the clasmed
deduction of petitioner for ropatrs aind mainteonsooe
of his law office be allowed considering thal his
records of those eupenses  were  syvaillable and
petitioner’'s testimony as to the natwe of these
expenses was not contradicted by respondent,

Legal Consultation Fees

Respondent’ s esraminers disallowed the amount
of F17,200 as dleged legal and consultation fees
for the reason that the receipts presented by
petitioner are mere bond paper purportedly signed
by the persons receiving the amount.

As euplained by petitioner during the hearing
of this case on March 18, 1987%;

Q. Who issued this Exhibit "H-1" to you?

AL This receipt was issusd by Atty. Renate

Callanta who is now the President of the

Quezon City Chapter of the Integrated Bar
of the Fhilippines.

an
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I had tao a2zt for the help of ottty
Callanta in a certain case which i= with
the BRureauw of Cushtoms, &l Fhouaty 1 hoave
been practicing for a long time. I nrver
appeared in any procaerding vid b the
Bureau of Customs and where a olient of
mine was involved with a legal action
with the Customs. T o reaguestad  NAtby.,
Callanta, who is  koowledogoeable  dn the
Bureaw of Customs so T shared with him a
certain percent of the feeps 1 received in
that oase. I paid Atbty. Callanta Two
Thousand Three Hundred Fesos.,

Whose signature asppeasrs ahove  the name
Renato Ma., Callanta?

This is his signature.
How did you know?
1T was present when 1% wan mianed,

In connection with Exhibit "E-2", tell
this Honorable Court  whase signature
appears in said exhibit?

This is the signature of Atty, A, Galang.

How did you know that is the signature of
Attt Galang?

This was also signed in my presence.

Flease explain to this Hoocorable Court
why vyou paid consultation fee to Atty,
Galang?

In 1977, 1 was requested by my client
Vicaor Music to negotiate a joint venture
in Japan. The first time I went to Japan
I had & 1ot of difficulty. The Japanese
lawyer of Sony kept on telling me that
certain proposal of mine could not be
agreed to by them because 1t was against
Japanese laws., Iy the othoer hand  they
had wikth them fAtty. Feliciano of the

00
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prestigious Sycip Feliciano in Malkati who
is v 'ry knowledgeable that T felt I was
at t e disadvantage so I retained the
services of Atty. Galang for Fifteen
Thousand FPesos.

He was not only knowledaeabls in Japanese
laws but he spoke Japanese well. Thie

F13,000,00 was of coursese part of the feog
I received from Vicor Music. I shared
part of mv fee to Atty. Galang. This
receipt WS signed in Tokyer, if I
rememhber corvectly.

(t.s.n., pp. 12 to 195, hearing of March 143,
1987%)

Again, considering that thices e Teraral
consultation fees e e prrope by aababantiated,
petitioner’' s records of these olaimed dedoactions
were available and presented in Court as Fuxhibits
"R, ME-LY o and "E-2Y. and petitioner’s tostimony as
to the nature of these £l r A ot
controverted or contradicted by respondent, the
amount of 17,200 as legal and conscltation foeos
should be allowecd. {Basilan Estate VS,
Commissioner of Internal Revenue, zupria.)

Gasoline , Qil and Grease

In this item of gasoline, oil and agrease,
petitioner claimed a total deduction of P&, 442,30,
but respondent’s examiner allowaed only F2297.00

which is the amount supporbted by the nfficial

ob
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receipts submitted by petitioner. The:  =iim of
FZ,164.53 was disallowed for being un-coapported,
Fetitioner is not e it e (5] CYadm a
deduction for his oxpenses in connection with the
use of his car from his home to his office and haok
because such expenses are personal., GTR Yo B U A A RT R ¥
was used for puarposes other than basiness o in bhe
exercise  of hies profession, {he € OIE VRO Ay
personal expenses, and therefore, ol deductible,
He is, however, entitled to a dedoa-tion of that
partion of his eqpenses in conopectior with bthe gese
of his car which ts related to the ey ocice of bis
profession. Assuming that petiticoner ased hre car

two-thirvds of the time for busioess angd one-third

for personal purposes, and as colaimerd by him he
spent Fh,462.30 Ky the taxable year under
consideration for gasoline, oil and agrease. only
2735 of FH,A462.25, or FI,641.06 can he claimed by
petitioner froo hise gross income (Yoo Jamir vs.
Collector of Internal Revenue, [(—1&552, March 30,
IP62, 4 3CRA 7I18.)

While a taupayer is not relieved from the
burden of substantiating his claimed deductions,

care shaould be taken to permit reasonable

o7
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determination of the amount which may he claimed asg
deduction, provided that there is proper bhasis fop
some  allowance. Disallowing amocunts o laimed oy
deduction merely becazuse there is no safficient o
available documentary evidence which will sstablish
the precise amount bhey o a poeraer iy ahy e drarht
ignores commonly vecaognized business practices as

well as the fact that proof may be established by

credible oral testimony. Where thore is oavidenoe
that the taspayer has actoually dinocoerread epeneos,
and there is no proof of the exoct smount actont by
spent, the Commissioner  shoold malie oo close sy
approximation as he can, hearing heavily 0f he
chooses upon the taxpayer whose inexactitude g of
his own making. (Cohan vs. Commissioner, 37 F. 2.

G40, cited in Visayan Cebu Terminal vs. Collector

of Internal Revenue, [(-12728, WNay 30, 1?60, 108

Phil. 3203 Gencayce vs. Collector of Internal
Revenue, [~133 5, April 20, 1%al, 1 &SCRA 280,
Zamora vs. Collector of Internal Revenue, [--]15280 &
L—1528%-R0, May 31, 1P3, & 3CRA 163.)

Employees Transpor

tion & 7

lephone Eills

The same could be said of the employees

transportation expenses of F172.48 and telephone

08
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bills in the amount of RN I vilvic h e e
disallowed by respondent’ s axaminer  far lack  of
supporting papers. There is proper hasis for their
allowance as petitioner is admittedly engaged in
the practise of his profession as a lawyer. He has
a law office -nd it is hard to coneeive of a law
office without a telephone. As a matter of fact,
it has been established that the telephone vas
listed in the telephone directory i the pame of
petitioner and respondent’ s examiner had been wusing
it at the time she was examining petitioner’'s

income tax return., (Lo PP

7w hearinag of
May 8, 1984.) And with respect to the eoplovees
transportation expense of L7248, dhe asoonk s
too insignificant that it can bardly be said that
there is no propeyr basis for dite allowance, e
stated ahove, disallowing amonm e o laimerd forr
deduction, esspecially when there is basis for their
allowance, merely hbecause there s o0 availabie
documentary evidence which will 2ntablish  the
precise amounrnt bevond a reasonable doubt ignores
commonly recognized business practices as well as

the fact that proof may be established by credible

0d
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oral testimony. [AY- testifiond Fyy pelitinners
(t.s.n., p. 18, hearing of March 18, 1707%.)

"I had at that timeo a secrebarry who
held the petty cash and I had two (2)
MESERNJYErS . Hveryday , the messengers
would mail registered letters in the post
office and file pleadinas in Conrts and
sometimes bring documents  to and  from
clients and other matters which 1T ashked
them to oy "

Supplies

On this item of office suppliess in the amount

of F5,341.42, respondent’' s examiner taetified that
the expenses were disallowed because they were
unsupported. (t.s.n.. p. 11, hearing of May 6,
1984.) Where & tauxpavyer claimed deductions  for
certain expenses but no records were available, the
deduction may be allowved considering Phe testioony
of the accountant as  to  the natwe of  those
expenses, Which testimony was nat conteadicted by
the Government. (Basilan Estates wvs. Commissioner
of Internal Revenue, supra.) Gramnting that no
records  are available, no tecstimon, whatsoever
regarding the nature of these S H RN G was
presented by petitioner, althouah petitioner
himself testified, as shown above, on the nature,
amount and/or basis of the allowance of his other

claimed deductions. The rule hazx bepen metablished

60
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that the bare statement of a taxpaver bthat an ilem
of eupense is ordinacy and necessary., voacoompaioded
by adequate evidenace, has o weiagbht witie the
Commissioner or with the oourts, (Pe Vera vs.

Collector of Internal Revenue, 14 0o Jf, i

Maroh 7y, Basilan Estates v=<. (ormissioner of
Internal Revenue ., :zupra.;

Disallowing amounts claimed for deduction, as
wer have sald above, merely beceouse there 1is  no
available documentary evidence which will eastabhlish
the precize amount brery et a  reasonab e deabt
ignores commonly recognized business practices but
proof should bes eastabl iahed vy credible o al
testimony . which was not done in this item. Aarin,

petitioner 1% engangecd in Ly jreoae biene or f ty i

profession as a lawyer and invarizably he oo ted
supplies bt tarpeyers  oarrying maberials Aarvel
supplies on hand should incluade in ecrxpenses  the
charges for materisls and supplies only to  the
amount that they are actually consumed and used in
the operation during the year for which the return

is  made, and provided that the ocost  of ok

materials and supplies bad not been deducted in

determining the net income for any previons year.,

b1
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(Sec. 67, Rev. Regs.

whatsoever, oral or

presented by
respondent, deductions

grace and therefore

deduction must he ahle

to the deductions whioch

The item of office

FO,341.42 cannot
Conclusion
Accordingly,
tax for the year 1977
Net income per retuwn
Acdcl
Affice rental
Gasoline, =il
and greass
Of fice asupolies
Net income per decision
Less: Exemptions
Net taxable income
Income tax due thereon

Less: Amount paid

documentary.
petitioner.
are
the
to

t Fies

therefore

petitionar o

i
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No. Z .

A

frroee e
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1971
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Fa3 79, &4

1,800,779

5,40
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aptly
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taxpaya
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computed oo

e

thia

o f

Al b owe

al towved,

the i o ey

11, 115,14

16,0167
PRy, Y7 .00

6, 000, (X

Frad 07 .01
P06 .00

FoRE0,00

v idonne

ef fect

atated

legqiglative

seol lng

st b e

EXUTRIKIRR]
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Balance of tax due [

Aocl: Interest from A4-16-78 to

103160

Total amoxunt due end collectible
WHEREFDRE, petitioner Amado O, Nmedor, Jde. . 18

hereby ordered to pay to respondent Commissioner of

Internal Revenue bhe amontt 1 o, @67 ,mi Aan
deficiency income tayw  for  the  yveo 1977, petaas
surcharges and interest incldent +to delinguency

pursuant to the provisions of Secbtion S1(a)(21(2)
of the applicable Mational f[(nternal Revenue Code,
as amended.

S0 ORDERE".

fluezon City, Metro Manila, Fehruary 28, 1909,

64~4a:~,euf(i
ﬁNﬁNlE/féLLER
FPresiding Judge

WE COMCUR:

CONYTANTE/C. ROAQUIN
ssociate Judge

2N, &}3}

ALEX Z. REYES
Associate Judge
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CERTIFICATION

I hereby certify that this decision was
reached after due consultation amonng the meobers of
the Court of Tax AHppeals in  accordance  with
Section 13, Article YIII of the Constitution.

/

C‘/;(f av ;z: ] /7{)? //

AMONTE FILLER
MPreciding Judae
Court of Tay AOpneals

op’
o



