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Petitionsr bBas apptaled frox the 4en'sieon of
soapondent dated Jaly 9, 1947 (uxhivit 7, 21, %93
Wb, 818 rae.), holding 4% 1iadls for the sua of
$375,333:.40 as Aefintonsy 1n0ems Lex and latarest for
the yeasw 1957, 1957, 1959, 1960 and 1961,

Fetiticanr, s donestis ssrpersiion ~agaged in
the sanufasturs o centrifuge]l sager, with heed offlce
st the Amanets Entepprises 3ldg,, “ubeo, ‘oegon City,
filef in dun course Ltz incems tax seturas for the
fisan) years 1957, 1953, U959, 1960 ant 1962, ent
pald the corrssponding incese tazy dae, Sudgecuently,
sald roturng were varifisd an® invertigated, and as s
regult thepeof, eertpin dadostions wileh vare olsimed
by petitionar weare disslileved by respondent. Accord-
iagly, en Jumanry 15, 396}, a deficlency income tax
assesarent in the tatal ameust of »765,9% W5, in-

elusive of defistency interesnts. wes issued For the
yosrs 1957 to 1961, (Mxhibit 3. pp. 285-290, BIR res.)
This ascescnent was dlsputed by petitionmes in 1ts
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letter dated Mareh "5 1963 (Exhibit 5 pp. 299-30W,
BIR rec.) Fimally = . Letter dated July 8. 963
Exhi® ¢t . pp. H02-404 BIA ree.). the defici.ency
asgessnent for sald - re was lnersased to a total of
¥875.333 40 ‘temized as follows:
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cllovasms of wiusin dofaeiias, St in: papase by
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In viev of w doslsion & iy Ceusd e e Wife
say-Siy ML iag Te., Ine, vs. Commisslumes uf “almmsnl {
Revenue, CTA Shwes Mes, L300 cad W PBaesSew 89,
1965, petitiemer voluntari | wiildsews 406 wabeah W
regard to the disallowanss of s ela = for dwmpes u-
ilow amsunting So N6, 400.7) am e cppenisal of W
afll plags fow caeh oF My flescl gesve NPT, 159,
1959, 1960 and Wl
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Petitione . ‘med a deduction for depreclation
on ts =i\ plants a’ " rate oF 9%, which smie W0
sos iitenc . wepbed ginee the Gpactiss & the milis
e NEC war. e Seotifn s udm e depreciation
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rate & Jh. petiillessmy yFesentedl 45 Videaes s
"Poprevlatlion Guldeliass and Ralas' [Pl i Ne.

bi& 9-62 | 1s3saad Ly the Jnl'ed Btales Wy msey
Departnent of laterual " Servl. (Sxaidls
whigh Liadligses the 1iTa span of 1B Feama faw me-
dery con sugar Exbh it & )

Respoadent  hoveve , sala ina Chat the sapmasl
and reasonabls ras o ¢oprciatias Jer the mill
viante L9 snastisa siculd b 38 faw ke jeases 5% led
in the reperti and recocwenda’ v of slght ssmmiio i
(Exhibit 2, po 280, BIAK see.), perilsswt porkien of
whileh reads as ¢

“It er noted Lha: the v depre-
wdated w =11 p ants and mash at
per nies. Ta izay-8' o M . ing

sy, Iesdrperaiod nod Baocisd Marels
X111 ng Company K Iocerporated. o luter cnd
a 11 sted sugar centrels located in the
iﬂ”i}' “nhlug-ﬂ‘ tal, 4 e
ragpectively. Hogros an epie-
elated this (iaf . asects ot the sude of
sanun. These kind of asow': avs
aniformly in ths same peried, same “1-
“Anity and 1iks sireumstance, The Refinery
Eachineriss ware in: =d on or be-
fare tha ysar 1995 which wers wum

deprac ted a- por aanum, It wiil be
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during the same pericd. in the same /1o, and “alas |
the sane conditions Ir other attenda ' ircumstances '
EmrEaEk. In View the estimated 1ife span of 18 s
of machineries on sugar (1o "Depreelation v nee
~nd Rales" Publicatien NHo. %56 (9-62 - issued by the
United 5 tes Treasury Dlepa tment of Interna Revenue
8 < es) and the sbsence of evidences showing s dif-
“urent o span, we bsl . that the 5§ deprecla’ oa
M Caimed by p . tloner = the ¥ | plants . ques=
tion iz reasonable and should be allowed.

(e)
1’ & - it Seha ¥ (o = ";ar_m‘ 13
PO CUBEL0B0ALCH0BN0E 3.000.72
1 ¥ s | T2 - G209 08520 “E m_&n’!

Petiticnar claimed a deduction for losses of
materials and supplies valued at #232,702.13 in 1957;
#13,000.72 1n ° ' and #62 277 €3 in 1959. These
amounts represent the = = . = tween the book in-
ventorlies and the actual physicul count conducted at
tha end of each fiseal year The difference consliste
mainly of msascsssted materlals and supplies whieh,
ba ing been sent 4 . 't te the requisitioning depart-
men for eperational use, wera not entered in the -tock
sards. A small percentage theree! was dus to actual

~» plifera: and wrong prieing or pesting (pp.
9899, Lamyi.
Hespondsnt 4  llowed the deductions on the

|
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grounds that P . erage was =
due ths and zh B w18

the ~ and . presises and tha
due Bles @ weseEs ! = e s il SERp L TR
e Laveaievles for ol eisaliots cvn 0% Allkense

Aesp. Yemo. pp. 5=6, Bxh, 2 p. 280, BIR jus
We v had an oceasien =~ /vle u the deducti-
tems. In Ghe Talisay-8llay N g
Co.. lms, mwise, ZHaEn, we sald
" "The lesse: arlsing lroa pilfe
shrinksge aad wrong prieing are lear

deds  ible under Iu od {El of thse
Revanu Code & -ihr 2 e [ 9

duetiens on ms  1la mgp uhhh
wers dtruuf de lvered to the 3
dopartaen o o petitissss ~ uout hﬂu

hnﬂhud aum ‘tock eards. are
aﬂhnmumuwm 30{1 {1)
of the same Cede since thay form .
the cost of manufe -turing "

A= a5, 9000

The deductien of the ameun” of #5 589 .82 was
elained as part of petitioner s expenses for addi-
tiensl salaries. = . ant of which was decided eonly
at the 'ima the checks wuiv ssued | 1957. The de-
duet’' | 0 of this amount is conceded by s spendent.
(F, 6, Resp. Memo.
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In viev of the evidence presented = . |

that . sald cssunts woor d ts soing to Rl ‘
whleh ' Aned to !~ werthless (Bxh ' i
& F  respendint ikewlise concedes that e
v dedaetds o v e yease alvi mentioned,
Sowe s of Mr, Woodrew Araneta - the sum of |

#5077 whie. was "~itten off P amld wlelsl
petii v now admits wa. preperly 4 il (pPo

. Patitioner . Heme. . 6 “espondent | Hemo.)

Consequently ~ the “la = . bad debt deduction
1957 amounting te Phé 36, only the sum
#50.773.37 should be dis-llowed The elalm - bad
et deduct n for the flaes o rs 1998 and 959

in the respective amounts of P50 522.03 and #37 209. ©
a7 allowed

(f) Zatimated losses in 1958 - #5% 174.31.

For the figeal yea 1958 petiticaer e€la  as
losseg a portion of &tz steck of ugar vhleh v wet,
dirtied and stained The sum - #64 900 28 repre-
seants the net "= . o = - tha® would  Tregu red
to change the =14 bags to new bags ths cest of re-
processing the dirty snd sta ned sugar gnd shrinkage,
Of this amount enly #10 725 97 was allowed as dedue-
tion “ws o due to shrinka - The balanece =
P5% 17431 - ich pertains to the met value of the new
bags and the cwut o pepiwdensl o wan “irillowed on
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the ground thet the ded .t on iheuld ha '« been - saimed
in 1959 when the rebagging - reprocess 'ng toek plae-.
‘nasmuch as the petitione: keeps Lts boocks on “he a
erdas’ basis and the dsmage to th. suger was actuall’
“us alned during toe year ending September 30 15538
~ald leos . os were prope ly cluimed dur  .aid [ sea
year. Moreover, even @ ths losses due to Lhe damaged
rugar were not taken up 'n the previcus ar. and the
original cost . earriad over to the subseguen  year.
the sale of the damaged sugar would result in s loss,
and the net effect would be the sasie because sald loss

will be reflected in the return for the year 1t cccurred.

Therefore the deduction of the gum of #5% 174.31 in
1958 1s jJustified.

(8) Eertilizer Venturs
i’” cndiiecooE AGOCIHT . lb5i'?

000EE0C8IDEC OGN0 1,225-99
e e
Witk respeet to these deductions, eslled "Farti-
lizer Ventures" whieh regpencdent disallowed petitiene:
in 1is: with ths deeisleon '© Talisay Silay Milling Co.
Ine. 7s. Comm of Internal Hevenue, sugra, withdrew its
objzetion to the dissllowanee., Accordingly. the di -
allowance of the deduetion of Fl 145,27 for the fiseal
year 19583 #1 225.99 for the fiscal year 1959, #778.86
for the fisesl . 960, and p74.85 for the fiseal
year L. heraby susta ned.
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The sversment under ieview carries with 1 e l

$0% ~ud pems 'ty for the flgeal rsars 1957, 19°% and |
A99% ., in the ameuats of ¥ 0,830.00. #39,090.00, s
| i RO, respecilvely = = tatal of ¥223,/10.00.

<« note that respondent dld net of fer any =i
=98 5 his scsoranduns ia supper: of (ke sl tiom W
the 50% fread pema'ty. We have gearched | s T
evidence in the . cord jus ifylng sald impesi . We
Biove tha: petitiener hayu bean ecandid fn Vv e
$len znd filin t3 vetures and that the soswditem e
troversy botween the partiss was 29e %o an hemer  dif-
larence of opinien. The impes t = of the sbove-uent ol
Foaad sweel i 18 Bearssd e Snok of Daais.

WHER"FURR. the deeizion appealed ‘rom is hereby
modified and pat!tiener i= ordered to pay to the W
spondent ar his reprascctatis- the sums « P32,060 78,
P15,665.68, #1 8 .82, ».5,677.67. and 715,088.59, as
dlicissy fncome tax. ineloding interests. for o
s 1957, 1958 1999, 1940 and 196 | respectlively,

@ 5 el of ¥95.308 %, samputed ap lollows!
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K. ncome per re’ . boBu e oo HE, 816,403
Add " Unallowable iﬂuﬂim

Dwrmhtm nnu =
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g, Perbill o el j‘&
et Lncome per invnt ut.!.m -

h: " thereen .
! Amount s l'-hj’ aga - -
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1-15-» to 7=Bab) ..

Total amount dv. & oollec’'ble ... ... .. lﬂ
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If the said gpum of #95 308 5% 1r not pa 4 in full within
thirty 30) days fron the date this deecision becomes
fina and execubto . p2 it oner shsll pay the delinguenecy
penalies provided fer . &.iidlen 51(n) of the Revesia
Code  Witheout pronouncemen i = «wits.

80 ORDERED.

Quezon City, Septembe’ 21, 1967

Frooiding vdge
Wwh CORCUR:

= ."""'

J ls'hmuu Ro ALVA
1a Judge

RANGH L. AVANCEHLA
Amsocia  Judge




