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BRIXTON IV TRENT
COAPURATION
JUSE MA. BARCELOE
TUAESITH BARCELON

ROSITA BARCELON
ACGHLITA BARCELOR
LULS BARGELON

Potitioners, |
~versus C.T.A. CASE RO. 1681
BERJANIN TABIOS, as
COMNISEIONER OGP IRYEREAL
REVENUE,
Resocondeat,

*--u---‘i---n‘
PECISIOCS

This is an appeal from the decision of respond-
et sasessing sgainst and demanding apon potitioners,
namaly: Brixton Investseat Corporetion, Jose Ma. Par-
celon, Teresita Barcelon, Rosita Sereelon, Angelita
Barcelon, Luls Barcelon and Emeterio Barcelon, Jr.,
1957 in the amounts of »16,99%.0 , #1,166.66, PE31.90,
PE00.62, $597.08, #591.62 and ¥15%.40, raspectively.
In addition, Rmeterioc Barcelon, Jr. was assessed for
deficiency lncoms tax, interest, surcharge and penalty

for 1956 in the sggregate sum of #122.75. (Esh. K, GBA

Aed. PP *’-”’

uuum'm lovestment Corporation (bere-
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mmmﬁ%mm-) iz & duly reglstersd
domestic corporation. In 1957, the Corperation
princigally eogaged in tusiness as a real estate
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dealer (income from leasing resl property) and also 1
in the sale of real eatate, purchsse and sale of
secuarities and in the plascement of short-term de-
posits with banking and financipl institutions. For _
the ysar in question, the Corporaticn declared in its ‘
income tax return a greoss income of #309,309.66 con- ‘
slating of #172,253.38. #13% 500,03, #1,356.25 and '
¥1.200,.00 as income from the sale of two (2) pleces
of resl estate, leasing of meal properties, dividends,
and lacose frou Limpan Investment Corporation. IFrom |
the gross income of $309,309.66, the Corporation made -
a totsl deduction of #217,110.10 thereby leaving a net !
taxable income of #91,999 56. (&xh. D, CT4 Ree. pp.
28-29). It is %o be noted that In the first sale of
the land and bullding, the Corporation realized a galn
of F193,181.80 in 1957 In the sale of real property
to Emeteric Barcelen, Sr. for the same year, the Cor-
poration suffered a loss of »20,928 50, thereby leaving
an income of #172 .293.38 from the two sales of real
astate. (Exh, D, 1a.)

The other petitioners Jose, Teresits, Heslita,
Angelita, Luls and Emeterio, Jr., all surnased Barce-
lon  are brothers and slsters and gll of them are
stockholders and offleers of tha Corporation with the
exception of Bmeterio Barcelon, Jr., who it not an of-
ficer thereof It will thus be seen that Brixton In-
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vestaent 1s s fanmlly eorporation. In fact, 1ts 6,000
shares of stock wvslued at ¥600,000.00, or #100.00 per
share of stock are owned by the above-nsaesd brothers
and sisters with the axception of two (2) shares of
stoeck which were reglastered in the nsme of Atty. Ge-
lasic L. Dimeano, Secretary and Legal Counsel of the
corporation - ons (1) sharey and Me Pllar Sarguesta -
ena (1) share

For the taxable year 1957, petitioners filed their
individual income tax returns on or before Mareh 1,
1958 with the sxeeption of Emeterio Barcelon, Jr. The
sald lncome tax returns were examined, verified and
iavestigated by a set of revenus examiners simulta-
neously with the iavestigation of the corporste income
tax return of the Corporation for the same year. On
the basls of their findings snd report, respondent
lﬂlthtmﬂrlm-ﬁntlum to all ths pe-
titioners, Sated May 31, 1962, ealling for the paymant
of thelr 1557 deflolency income tax listed as follows:

e B Babeuben’ soerressoesin °‘§'§

Teresita Baroslon ...ces secsesee 33290

Magalite Beresion .11 liiiiiiis 2777

Bmeterie Bureelon; Jie vesesiecs. 21036eS

(Exh, 7, CTR Ree. pp. Wi-ih)

Hespondent also assessod Imeterio Barcelom, Jr.

for deflclency income tax, surcharge, interest and

pemalty for 1956 in the total amount of #122.75.
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0o June 1. 1962,
respondent to reconsider the above-listed deflclency
income tax assessment., In a letter of respondent to
petitioners' counsel dated January 29 1963 (Exh K,  14.),

petitioners counsel requested

v - .
. i, 1 R -

the previous deficiency income tax assessment aga nst
petitioners for 1957 (Bxh, J. 1d.) was revised and re-
dueced as follows:

Erixton Investsent Corporation .. l-).s 6
”“hﬁm e _ LoLeDe TY -“
Tereslita POIRSAD0 sao 3.1”
fesita Barcelon sesseiestnne mg
‘*“.11“ Barcelon .. . i e

Luis m sNsa aR B BES 1'“
Emgtaric Barcelon, Jr. IS 154 o

Again, Bmeterio Bsreelon, Jr. was required to pay
the 1996 daficleney income tax, surcharge, interest amd
penalty of #122.75.

The deflelency incoms tax of P18 99%.46 assessed
agalnst the Corporation wss partly due to the total or
partial disallowance of the deduction from groas incoms 4
of the salaries of its officers smounting to #hé,400.00, . ;

e et i

|
- Baitie foledies DI RNEE.
Jose Barcelon President #9.600,00 #2,400,00
kh m '1‘.‘"‘.- 'm W limi 'z'?wtw
Teregita Bar- |
; celon Treassurer 9,600.00 ——— 9,600.00 N
fosita Barce- Asst. ;
len Treasurer 7'“.“ "— ?' 200,00 . |
fmeterio Bar- Chalrsan of ’
“1:-; E. ﬁutl-,!d i,m‘ﬂ "m:rﬂ' 1ﬂm-;m
angel r- Asst, _ |
1-1:- Searetary 5,400.,00 == 8,400.00 '
Gelaolo Dima~- Lec. &
ano
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Ag to the deficliency income tax assessed by re-
spondent agalnst the Barcelon brothers and sisters,
it wvas based on the filndings snd report of the revenue
examiners that the Corporstion had¢ a sarplus of
#24,758.87 in 1957. This surplus was considered by
respondent as cash dividend pald to the Barevelon
brothers and sisters in the proportion of #l,126.47
each,

On February 28, 1963, petitioners further re-
gquest d respondent to reconsider his revised and re-
dueed deficiency income tax assessmant but sald re-
quest was denlsd by respondent in his letter to peti-
tioners' counsel dated July 8, 1965. Nence, petitioners
appealesd to this Court by flling thelr petition for
review on August 28, 1965. On December 14, 1965, re-
spondent filed his answer thareto.

The lssues r:lsed by the opposing parties and
sibnltted for the resclution of the court are the lol-
lowing:s

e oever anl setiset s S loinay omtey

o A

2. Whether or not the deduction of ,hnn.m

o, B ﬁ‘“.‘!.‘."'m‘&“f‘..
it uepe Sieatioves v responden
legal and Justified ﬂll' l (

of the Ma 1 nternal Revenue
relation to Section 70 of the ".h

2 —
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i Regulations;

!, . 3. ¥hether or not the inelusion by ent

g of #4.126 47 as dividend income to

| 1957 net income of each of the Barcelon

' bro and sisters 1s legal and jJusti-

| fled; and

k. Whether the amount of deflelency income
tax assessad by res ent against Jose

Ma. Barcelon For 1957 was P4,526.00 or
“,Jﬁ.am-

Llrst lssue

Petitioners claimed that the dlsputed dsfliciency
incoms Sax for 1957 was not anssessed by respondent
within the period preseribed by Seatlion 331 of the
Bationsl intermal Revenue Cods, (Par, L, Petition for
Raview, CTA Bet., p. 1)« lHowever, petiticners' coun-
sel abandoned the defense of prescrintlon of asasssss
Hent allaged in the petition for review dut instead
invoked in his memorandum the defense of preagrintion
af sollasticn, (8eae CTA Ree., pp. 56-90). In short,
potitionars congldarad that, even if the disputed tax
assessment were valid and legal, the right of respond-
ent to colloet from petitioners their deflciency income
tax for 1957 has preseribed under Seetion 332(e) of
the Revenue Code, in relation to Section 331 of the
same Code which reuds as follows:

within five years after the retura was

.
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Mol biasenn ailisesd e thel: income tax seiesmwme
e B9 weve Dlied with sespendent en Maweh i, iidEy
the tax . Sweess was woomoas - pespondent ou Juss
29, 960 (@Exh, 15, BIR Sic., pp. 105-106); the peti-
Slem Few eiter we Flisd W petliiessss with the
e d@ Augast 28, 000, end the answer there’s of -
spondent = oy 4 December 13, 1965 On the basls
@ Geld i oo tions . petl lomers comcluded that the
el s e Sennesas® e wdlice? Ghe tax under Sestiea
Sl w0 W B Code i, has preseribed
aeiman (wee Bwee #9, 00 (date vhen the alleged Incoma
e Emecasse o June 1, 1960 wes recelied by peti-
Rfamaen) Ge Besesles 13, 180 (date when the answer
e e v i e eTie Re Rels By Teessesicad) o
ey, e PP peege and 119 e Batu aheeeslo
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We i pubseribe to the | ‘ense T A
el sEiiaee faseiss by the « I% e to B8
w7 that pespondent «  to- - petl lomers da -
dase 1y 1960 Exh, . BIR Ree. . pp. 105-106) 1s et
T ST GRS e and - templated = 5 «
s 331 of v Revenunas Code, gupra. ‘he tax asico-
waEl Salisssst Chereln means o weisiahift a@ Cisel e
SEmnlaibaiion. e sasssamens end =0 2 aRopassd_SeX
AZSsssamant. A wcreful wmemine v and anslys  of
letter in guestion © 11 show Shat 1 1s not . formal
assessment of the tax sought to be llected or : desand-
lutter for the colleetion thereof On the contrary the
aforesald tter to petitioners ls merely proposad tax
ingnaaaEl of the i igating s o= mlners =
questing petli’ oners to interpe:r  thelr - sctions there-
to and present their evidences against the same other-
wise, the tax assessment mentioned and referred to in
Section 3131 of the fevenue Code will be izsued by
spondent agains petitioners.

G e s 0% bar, the deficlency income tax
assessuent wa . lssued by respondent agalns pet'tioners
on Ma . 1962 (3xh. J. CTA Ree . pp- 1-W%) und not
‘s Jame of 1960. It »-a disputed by the pati v in

Lids o to respondent dated June | 962. Un January
Ely Wi o e defivleney ineome tax cosanssent was
issued = respondent against the peti i o (Exh, K.
CIA Ree. . pp W5-50). This . the = deficliency n-
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Dowe tax sssessment for purposcs of - lias g
wwiptiTe peried of csumomueael afaeesd o i Reshiles
of the i www: Ced Ses Eer & Co. . Collec"

of Interna Revenue, CTA Cauc No. 244, Jammary |, 0

d v . BNe 2396, Jamma: Y 962, and Com-
Higlieses of Internal Revemue vs Jarls. Moran Sisen,
W 2l G.R. Ne. L-13739, Apri’ 30, 1963), It
W, therefore, that the - v 0 Lcenowent was
Gopmedl by swopondent (0 % years, 0 men v and 2% day-
from the da - pa’ tlioner: 1led their ncome ta. returns
on Marek 1, 953 to Jammary 29, 1963 when the final
assessment was mede

The final taz (osessment having been izasued by
wospondent on Jaama ' 2§ . under Section 332(:) of
the Revenue Code =ami, the righ: = . Government to
eollact the tax in guestion must be made ithinm £1 -
ura rom tha data. Consequently s the sppeal of
pet tiomers v the dispuated assesssent i 1 s
wowsy @= Augus @ 28, 1965 which appeal | considered
W esiimediag 0 the iyl petlion for the colleetion
" W tax Collector of Interna. Revemue ve. Bohol land
Transp. Co.. G.R. Bos. 1-131099 & L= 3462, April 29,
Wl the righy of respondant to coilact the 957 de-

tles income tax of petiilisasi has not sroseribed.

zeq0ud lsade

Petl oners comtsod that the salsries of Phé %00,00

e . -
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Sheadd b allsesl as & dsduction from gress Lweess e 0 1

eesse Ve sald snlarles of #46, 00.00 « reasonable
and pailf Fawr saevices pandlarsd Gy sk of them. i
ipendent contends how ., that the sa ~  in .
don aPe =msssive, mwmenamEso. and pald (we sesvhEes
: which were - agetually rendered by some  the o
d porate - fleera. The swscis and anjustified payment
@ eiarie e e ted by respomdent iu o “iguEliee {
Sion of Whe earpeseis uimingy Wikl Tormed geat of '
the peifiMlissssy’ ssuss lncome i Laiissd Ly Seetion
29{a’ of tha Revewss Covo

T™e wwan and speeific requiremen = the de-
Emtilen & wilrion @ seer compensatien fawE mies
imapss s oledied iz Saslias 160001) of the Revemme
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Under the foregelng proviciee: of iy, ' wer - 4

duetimliiy of sa il e s income mast oo
and comply wi's the followlng requisites. ¢ wit: |
The expenas for salaries must be bo'l !

ordinary ana nscessary

2. The sa s ma' = p.i.l_-u—-w
wii®ii the taxable '

3 mmh:mthmﬂ . earry- *'
gy e A m = o LI l

b, The expens: must = fact be sala '~ = :
* otha: sompensation; o

The salarlos mast be for persona |
vilees actually rendered and

6. The salaries mus® be reasonabl
ampunt,

In implementing the provisicons ~f Seetion 1
300:)(1) of ths Revenue Code guora, as sutheri
by Section 138 of the same Code the Secretary o
Finance promulgated Ravenus Regula ions No 2 other-
wise known as the Ingome Tax Regulstions. Eeetion
70( ) thereaf provides as follows

o L e f-aaned
AT L= u-!‘ nary "““‘?““

Lo axpenses
il business Y tl-
:;‘ndd ﬁum aum-' for salaries
v othe “lon for personsl services
;??J.l:ym o The test of lltlu@é‘::.- 3
! cage compensa .On paymen
‘: ﬂ;:hn thn“m mﬂ- ul ars
e paymen
This tost and  ts E:éi’.’!' -
qu_‘.l it gta and ”UM“HL i
T lowey -

e — e e - s &

8
'5'
o
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s, = D@ *tl'—"""‘- - z b....v. ]
e, s is Lleis to, seeus e
@n of o corporation me&
prae ¥ of whom Il'li salaries., | &
ansli 5 @mis, e SaIAFier aPe e ceeas
Weoo ordinarily puld - similar services.
and the excass ve ts corres or bea
o s relations to the of

W
the Wi s QP 1.' o Ufw Ilu l_ :
sl tha the = o mot L,
ok papTiveee et [k et Hrr-‘ﬂhﬂ &)
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iespond « contends tha the salaries paid to the
officers of the Corpore lon v in mmess o+ Wead W
dinarily psid for similar = . In support of '
contention, respond . o ted o sose of Susana Rea W',
Iae. . | corporation  engesed . - v - estate
properties, regerding the wsla:  paid to ' empleyees.
Tha facts and  1gures conta ned n the report of the
investigating evenue examiners dated April 3 1962,
GBS a8 [feiAmE|

EOLATON IRV THLANT, LG

uress sental logoms WM
Boogs Cig

.30
1957 - Lo, :m 03 'nﬁ..ﬂu’ ﬂ

Sluallh LML, LiC.

‘::. ll.ﬂzﬂm a1 ug'*-‘ 2 {g

‘E




DECIS On -
CTA CASE NO. 1681

”g r Hﬁ.ma ~ rx!?.m 3 1#

Exh., 23, p- ¥ BIR ius.)

The sald report of the i examiners shows

tha GSusana fAsalty Ine has 23 and 50 employees '

P and 29N, seepaatisnly, but Ui pald e i% ==

Pise “4 maeh lower percentage o ool U

comparison ith v gres: oo 0 Tl of the

Corpora = (pe. tiomer) despl  the fact tha Susana

Hes ty Ine had - very much bigger income from the
o of 1%s real esta properties. 1 will be noted

that, while the = salarles paid by the Corpora’ .

in 1957 amounted to #79 032,00, the major portion of

the sa v in the amount of #  ,800.00 wwsc paid to
the officers of the Corporation who a - ~tockboldars

thereof  thersedy leaving only #21 232 00 as salaries

paid to the rest of the employees.

The comparativae data of the percentage of the
salaries of the =sployees of S v Hea ty Ime. 'n
proportion to 1 gross income, whieh appeared in the
report of ths ‘evenue examiners K wa vigorously as-
salled by peti v counsel on the ground that the
gl o ome of the revesus exmminers. Nelchor Ma-
sakayan K 12 purely hearsay and inadmissible as evie
* .#e because - ther the books of accounts - the
income - returns of Susans fealty Ine. have been
produced and submitted = the =~ . This objection

Wk i S =

—r -
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is devoid of marit. 1n 2 eoase invelving similar issue,

our Supreme Court beld as follows:

“The plaintiff also contended that
the alfldavits of Saultan Baporac and Li-
¢eria Abaden de Fafiganiban which econ-
talned statements to the effeet that they
sold cassava tubers to the plalntiff
should not have been admltted and the
testimony of Internasl Aevenue unnt A=

temio Jacalan. was a hi-
is untenable. The eou thesas
affidsvits as a pnrt u:l!' tha test of

the Internsl Hevenue agant Jacalan in-
vestigated the matter,

"It should be observed that Aepublie
. vty pesities e e
Ap
ounmn not be governed strictly by
technical rules of evidence (Sec. 8§).
Therafore, If the sald Court believes
that the lrl‘lﬂlﬂh in guestion should be
adnitted, as part of the testimony of the
Internsl Revenue agent, them it is sube
stan in mmih with the provi-

sions of tion 8 of Agpublic Act No,
M » {N-m Mhtl.n Gm ve.

qal. 11. pe 498

Petitlioners' counsel also assailed the report

and testimony of revenue examiner Masakayan by al-
leging that the gress inoome of the Corporation in

1997 was $309,309.65 and not © | ho.il. It 4s
argued, therefore, that the percentage of salsries

paid by the Corporstion amounting $o $79,032.03, 1in

proportion to Lts gross incoms, should be 255 only
instead of 588 aa testified to by the said reveaue

sxaminer. Ve do oot shars with the view of petitionars

on this point., In the lirst place, the income tax

| Qi
M = o

i i el R T et bl AR
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return of the Corporatlion for 1957 shows that it wa. ,
principally engaged in lsasing real estate properties '
s 1ts main activity during the year in question.

In the second place, the fset that the Corporation
realized a substantial iocome (#193,181 80) in the
sale of real estate and lost (#20 928 50) in the sals
of another property is of no moment in awluating the
ressonablensss of the compensation pald to its offi-
cars because the sald sales wers isolated tremssctions 2. |
and no evidence was addueced that sll the corfporats of-
flcars participatad therein.

A8 a geasral rale, the employer is glven a wide
latitude of diseretion in the amount of salarles paid
to the employees A corporsticn has the right to fix
the compensation of its employess (Ledesma vs, Col-
leetor of Internal Revenue, 42 rhil, 912), and courts
are not inelined to intarvene with that right iIf pro-
perly exerciged. (Lavine & Hros., Ine., v. Comnissioner,
101 ¥ (24); ¥agegro Corp., 38 ETA 122%). lovevsr,
shere the quostion of reasgnablsosss of anlaries Js put
Ao dsaue, the burden of oroving rasta solaly o the
Sazpayer. (Allie Tabervilles, 31 5% 203, aff'd 84 P
(2d) 307; mdgar Cernriek, 21 BTaA 12, 21; Hational Cone
tracting Co., 37 BTA 689, «ff'd 205 ¥ (29) #88)., Thege
sourt ralinge are partionlarly applicsble in the ease
of a alosely held corporstion like the tuxpayer. (See

|
i
|
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R Vol. 4, p. 243, Mertens on the law of Federal Income

'3 - Taxation, revisasd ed.). . ',
= fetitioner Josa ¥a. Darcelon 15 the president b
of the Corporatica frox June to Nevember, 1357. Ba- >33

A fers that perind, it was lmeterlo Barcelon, 8r. wixo
e wes 1ts president from Jamuary to Fay, 1957. Ia De-
cembar of bthe same yasar, Joss ¥a. Barceslon laft for
the Ualtad HG%ates and hls brother, luls Barcelon,

discharged the duties of prasgident. (t.s.n., pp. 3

- 30 and 40), It s claimed that the salary of i)
- #9,600.00 pald to Jose Ha. Bareelon as president of
o the Corporntion is rscsonubls bacause (1) be is a

masber of the Menlla Stock Hxchange sinee 1955; (2)
weuber of Lts Doard of Uovernorsy (1)) president of

s brokemage firng (%) prasideat of the Anglo-Fnilip-
pine 041 Corpe. with #2,000.00 a month ss ropresenta=
tion expsnses given to him; (5) dlrector of the Philip-
pine Iron ¥ines, Ino. from which he recelved more |
than #11,000.00 per snoum as director's fees; and ay

(6) director of the Southarn Gold Mines. : 'JJ
As presidest of the Corporation, Jose Ma. Haress |
lon supervises its affairs snd sakes poliocy decisions
therefor. MNe goes to the offics of the Corporation ---.
e rogularly in the morning. Tereafter, he goss to
,, the #anila Stock Zxchange at 9100 A ¥, to pursue his v ‘, .
own brokerage business. Whils 1t 1s true that be "
*g
ok "1 i:
e
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represents and handles the ilnvestment of the Cor-
poration in securitiee in late Cetobar 1957 (t s.n.
Pp- 31 and 03), the 1957 income tax return of the
Corporastion shows that, instesd of making profit, it
suffered capital losses o $71,238 71 in selling
securities for that ysar.

Considering that the petitlonasr, Brixton Invest-
ment Corporation, was prineipslly sniaged 1in leasing
real estata propertles like the Susana Realty Inma,,
its president, Jose Ma. Bareelon, was engaged in
other business setivities from whioh he received the
greater bulk of his income; he served the Corporation
in 1957 es president for only six (6) months; the
Cerporation is controlled by the members of his fami-
1y; and the type und extent of services renderad by
him to the Corporatlion appear te be ordinery, we will
bo constralned to fix the ressonable asount of his
aompensation based on the svidence of reserd,

In the last besring of this ecase on March 18,
1967, Mr, Jose laarea, oxternsl auditor of Susama
Realty Inmc., testifisd that durlag the investigation
of the incose tax case of Erixton Investmsat Corpora-
tion, B gave a 1list to revenue examliner Helohor Ma-
sakayan showing the galeries of the offieclals and
employees of Susana Nealty, Ine. for 1957 (t.z.0. p.

-

B a,
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15%). This testimcny of the witness 1is strengthoned
by his praviouds statemsnts uwader eath., (Exn. 30,
CTA Res., p. 149)

The avidence of record dlscloses that the sala-
ries recelvad by the renking efficials and employeas
af Gusena fealty, inc. In 1957 are as follows:

ALe Losition lsid Salary
Benlitas &, Avewalo Chief isccountant 1 ;; 5400
walliy Madrigsl Oen. Munager & 7,009 %
8G P, e B .
Joaquin I.{'nlp Gen. lwllw-n .00
Jalme lorl ;:m-w
lemesic M!. llalbn!n 2,275.00
Muh Valencia Pldg. Supt. 2, 000.00
Ernesto Villglug u{:r 2,700,00
Amande V. Viray issistunt Counsel 84200,00

Comparsd te the 1957 salarles of the Barcelon

brothers and sisters, who wers officers of the Brixton

Investaeat Corporation (s family serporation), with
the officlals of Susana Realty, Inc., we Plad that the
salarias pald to the membars of the Bercelon lfamlly
ware sucessive and unreasonmable. In Lie case of Su-
sans eally, Inc. its general matager, lr. Jose P.
Madrlijsl, 15 at the sems tise the Lreapurer thereof.
Desplte the fact that he holds and dlseharges the
funetions of gansral sansgar and trsagursr of the said
gcorporatica, ha wes oaly puld & salary of ¥7,000,00
ia 19%7.

Be that a5 1t may, ve do not gueation that Jose

Ma. Barcelon, president of Eriston Investment Corpora-
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tlon, 1= entitlsd to s ressonsbls compensetion of i
¥9,600.00 per snnum. However ILnoasmuch as he had i

served the Cerporaticn as its president for a periocd
of six (6) months galy, his sslary should be fixed
at ¥%,800.00 fnctesd of F2,%00.00 as detarmined by
the iavestigating revenune examiner

tmeteric Bapeslon, Gr., preslient of the Corpora-
ticn from Jamuary to May, 1997, was given a compensa-
tion of #6,000,00 per znnum as reflacted in the in-
coms tax veturn of the Corporation. Considering, how-
ever, that he bsd served tha Corporation as its pre-
sident for a period of five (J) months only the sals-
ry of %,800.0% fixed by the revenue exauiner ls
deemad falr and recsonable.

The burden of proviag the reason,blsness of the
salaries devolves solely upon the persons who recelived
them, Ir the case at bar, the other petitionars,
namelys Luls, Terssita, Angelits and fosita, all sarc
mamed Barecelon, wars not presented in court as wit-
nesse: to show that they, in faet, rendered persomal
services %o the Corporaticn; ths nature, extent and
importange of Lheir sarviees; the dally or weekly
nusber of hours spent for their work; and the resson
ableness of the compensation paid to them, No svi-
dence was intreduced that the peositions of viee-
president, sssistan. tressurer and assistent seeretary

i .
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wvare ordisary and necessary in the basiness of leas~
ing real sstate propsrties. The number of tenmants
and tha velume, amount and fraguency of thelr Srunsac-
tions with the Corporatioam were not disclosed im
order that this Coart can assess the ressonsble ampunt
of compeansation, il aay, due them. in short, the
above-named petitioners falled to justify the legality
and ressonsblensss of the compensation paid to them
by the Corporation.

Tha carporate secretary and legel coumsel, Abiy.
Galaolo Dimsano, was not also called by petitioners
to tastify in court as to the reascnablensss of his r
compensation. He only toock care of all controversial ~
matters with the btenants of the Corperation and filed KL
protests with the authoritioss concernsd lavolving
real property tax assesssents. (t.s.n., p. 19)

A eareful seratiny of ths testimonies of Rosaure
Atangsn ond Jose Ma, Bareelon, accountant and presi-
dent of the Corporation, regarding the nature, ex-

— o
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tent snd Leportance of the servises rendersd by the :‘i
othar corporate offlcers were mede in gensral Serms ,
and vegue references, Geild testimonles, bare in 4
important and essentisl detalls as to the reasonsble- |
ness of the salaries pald to the other corporate of- - "‘d

ficers, have not helped this Court in arriving at a
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falr snd Just coneluaion.

flespondent's examiner, however, testifisd that
in 1957, Tereslita, Rosita and Angelita, all surnamed
Barcelon, were snrolled im a school of nunnery eslled
“Institucion Teresiana'. lespite diligent efforts,
the sald examiner fallsd to secure from the gald
institation a certificate that the Barcelon slsgters
wers earolled therein during the year in guestion.
The examiner tried to bolster his coneclusion by
alleging that, during the sourze of hiz investigation
aof the Corporation and its officars in 1959, he could
not laterview or get in contact with the Baroelon
sisters. However, without pessing upon the latrinsiec
merit of the testimeny of respondent's sxaminer, we
ars of the opimion that, after svaluating and sifting
ths evidgoee of record, the positions of assistant
tresgurer and sssistant pecretary sre not necessary
in the business set up of the Corporation and that no
sufflelant evidence was addused to Justify the som=~
pensation paid to the oceccupants thereef,

in the ocuse of lals Nercelon sod Teresita Barce-
lon, vice-president ncd treagurer of the Corporation,
we hava found smple evidenca ghowing that they bave
rendered personal services to the Corporation im 1957,
They are, therefors, entitled to a reasonable amount
of compensation. ¥e are also prone te give a resson-
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able amount of compensation to the corpora  secretary _
and legal counsel, Atty. Oelacio Dimsans. :
Consldering the facts and elrcumstances of this
case, we hold that in 1957, the reasonabls amount
ef salaries deductible from the gross income of the
Corporation are as follows |
Jose Ma. Eareelon Freslident 6 mos ) Mo 800 00

2 -r

Emeterio Barcelon, Sr. ¥ ‘5 mos.) hﬁmam
Luis Barcelon Vice-Presldent 6,000,00 .
Teresita Barcelon Treasurer 6 ) :
Gelaclo Dimaanc See. & legal Counsel
TUT.‘L = m
Cut of the total salarles of #57,800.00 pald by ﬂ

tha Corporation to its offiecers im 1957, oaly the sum
of $26.,400.00 1s deemed Just and reascnable. The
balance of $31,%00.00 being unjustified and unreason-
able, the sald amount i: hereby disallowed as a de-
duetion from the gross inceme of the Corporstion.
Consaguently, there 1s due and collectible from the
Corporation deficlency income tax and interest in

the total sum of #10,7 . 00 arrived st ag follows:

Brixton invegtment, INC.
2237

Net income per 2nd lovestigation . . P155 01k, 52
Lesst Allowable deductions:
Salaries sSes sEms 'I‘ m.
¥isecellaneous adwances
written off oo aus: 20,00

Miscellaneous expenses _31,000,00 m




o, s, Eaaana:}oaﬂuuwmooﬂﬂcﬁ oo

(-2-73-1-1-1 .1 13 8- 3

eoe0oa i#ﬁﬂ 03"" -F-3u ii-?%ﬁﬂ

p GIouSInGe0
AN O0BD

prE
T Basocion Detlesy ael ies, sy i
Seseaits, Asgaliie, Restis, J0se and lsphesis, M
= l Wl Gulsn ek sy (EE M Oueds o e Jerpees ies
N aa 9PN, A9FY awd APEE. Tees o WEFemls W e
SRy o (e e e T S0 aRElinaie 9
dfgwriliion & eagh dl7ldisads. As o Bnossles I,

499, the surplus of ' Corporsiics smswaied e
PEEP WG 0. Dedgeting ves dew mild wrsmt M A
Gl wede by the saii stedibeldsre Tww pRleR R,
Shave semined & lsiacss @ I, THELIF, oespabel 8

R ~ - ™ SN
T 200 amemeh wes A07ed by the pevaies exaniners

o Wehs odf tionel issome u 1957. Menes, the nasess-

Eaed 0af Lot of respondist sgelnst them Jio 1057 de- X

Mielsesy lsesss o= 6 e ey that AU7idedis em b

e s PO Rt 4% Leeeew) chem Tl




8 CASE P B

'ﬂgﬂt

Plollly mubs sbjcat Vo e doewil o oledboibes, i
SROTERESE) AR e WA e et @ Resluies RER
B e Taerd Bak e ee SREAE mresd

mﬂmmﬂwhmwmﬂ
ileged Shat W wvithismiaic mude by e fies e
fonds of e Tuepesstions wess leews oml 6 casd
Avidasia. 16 A0 Bewdurs resesasy 89 &irdleniss
- letseen divldendie v JeaEs = ressive MR esRies
bepe af Lsgne, IF the sesmuk wiiRdeww i e
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T Bdigeanils Saie e o Beadsian e
f alatews Fowe Wie fendn of 'S Cerporsiiss wese
grea iy dilswiesriions s W kel SmBiFiase ) @i
faldings| the withirewals wasa soosdal 6 B eals
~ 1= Corpora lon  loans anéd noes rece’ -
(800 Bxlis A=l and B=l, pp 7 and 9 of Bxhs A and B);

and the thirawals and advances 1 intended to

The < thdsucls o the eorpora’ s funds, sk wesw
sascidered a0 loans, & confirmed by the appli v
thereto of the payments made by the Barcelon brothers
and clsters of Fi¥h,L00.00. representing the amount .
the oap tal stock of the Corperation which was sube
so ibed ano pald by them. The application of sald
paymants ws. approved and o in separs . oo
lutions of the Board of Dirsctors and the stockholders
of the Corperation. both dnted December 20, 1957
BER rec., pp. 107-108; " e.n.. pp %2 and 1 . Sube
sequently = Veeember 22, 1956, the Barcelon brothers
and iaters g0ld and transferred to the Corporation
lot ltaated near the Coes-Cola Flan® at Valensuela,
Sulaean, for ¥180,000 00. (Exh. C. CIi rec., pp. 26=27.
Tha payments of #1k, 000.00 and ¥180,000. 00 were credited
‘7 the ledger of tha Corporstion iz 1957 and 19538 against
the losns and advances receivable. (See Exhi. A & A=y
cad B & Ds1), The lasns in gunestion wisst therefore
be considered as dividends pald to the Barcelon brothers

[ | R

.
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sk, 0 fellows Chat the undistribated .wiplus
G Corpacotion 0 1957 amowating to #24.758.0 aan
wE distriba oo of divifends to the Barceion
swthes nd plsters. aeeordingly wo held that Sus
@i @el Mato for the 1957 defieclency ' noome tax
e pgmineg them ndividuglly-
Fnsmieikh, ae

The question of whetha the 1957 delleclenay
come tax assesgsed against Jese Ma Fareelon for 19%7
wai #4,526.00 or 24 306,00, for the purpoza of come
puting tha amount of tax ered t still 4due Mam in o
same ar, 1ls rendered moot and academic beganw of
the ruling of o Court tha the Barcelon brother:
and sisters sre not sudject to dellclency income - =
for 1957

With 'espect to the mount of *122.79 assessed
ageinst Smetevio Burcelon, Jr for 1956. Lt appearing
that the suld assessment ls aot disputed, we take 10
tha' sald peti lomer admits his liability therefor.
However K we ind tha* th40.00 was lacluded in the ssid
~ssessment a3 compromise pemalty [or non-filing of
i@ tax peturn. The sald ascunt of compremisc
penalty should ds dedueted frea $122.77, lvaviag &
balance of 182 75

I8 View OF THY FCASGOING SUGEIDERATIONS. the de-
sision of ' pondent bolding Jose Teresita, Ros' =

il il
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LW cni 19T, (a M Psepestive ssteie of PEAFLH® -
sl S PY, W G Sesloplemes of Lakern oo o 4

B Gy anieeriont mellsedlss ayes, 1 the Safleta
B tax ds Bot puid I8 FELL vithis Wisty (30) Rapn Pee
sotd petitisucrs ol pay ¢ Fevdnmw: = I8 ok W0 e o
pall sasemt o Mhals seapEERive e LRIl i &
fatevest Waasos ot Whe S0 oF IS & ceeth wAML pab, |
_ subjest to Ui iisiieiien ea lnberwot presaviied iy
MIHHM Tivarnai. B Seer.,

80 ORDERED.

Quasen Cidy, speii 16, A089,




