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! ‘ DECIBIOUN

Two causes of setion are pressuted in his petie
tivms first, the refund of alleged tu-bi incuse taxes
ssouniing te #5,578.26 for tne years 1961 to 1966, ine
nmu_ ol lauterssts anc comppumise penalilesg snd

.seeondy the refund of POUU.LC Fepresenting Comprowises

penalty pald Lor alleged viclatlon of Feveaue legule=
tions Sos Vel, iu relation Lo Seetiom 33% of the Hevee ’
nue Cude. |
Petivioner 1s @ religlous corporation duly orgen~
Lawd and existing under the laws of the btate of MWis-
sourl, U.G.hey i duly licensed %o transact business
ummnwnnmmﬂmﬂmiuHﬁu.
Wess, Swupuloey Meniles (o April 1y, 1963, petiticuer
flled with respindent an gpplieaiion ler exsampiiocn
ﬁummﬂnhﬁuummummw.
Sowetise in April, '.19b?; respundent assessed

and desanded from petiticvoer psyueal of the foliows

penality on interests indome earned from petitioner's
iﬂﬁpﬂl“,“lﬂul \
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For bsficliency : Gupra:l.n il
i.gg e 19.86 » ?:.an ¥ gg.w ‘9 jﬁ:
e . .W L
190 ig2 2&3 ah %9.&# R0 1y750.68
LY l,a?u.iﬂ 328.95 @ 20.00 1.719.5?
1966 760,17 | et——a- —————

(par. 3, Pet, po 2, CTA neq Aduitted in par. 2 m.
pe 56, 'un m:) 4 .

Fumto nn Lade i; petiticner unﬂu the role-

.u.a

oy

.u; dates, .trum m.ipt DNUBLErs,y and mntl, tn ity

April 15, 1967 o8& . ® 7887
SR = o
’ l x ] -
 Aprid 25, 1967 96952 1,756.68
April 25, 1967 . 0969929 - Disesy
Aprii 35, 1967 0969930 ' ~

TOTAL===FJ5,570
mm petitioner sought responaent 'y
epinisn un whether ar net At is subject to ingose tex
on the u'u:uu 1nuu ear:ed fyom its bank Mpuiu.
(Annex ¥y p. 33. GIA ru..j This inguiry was answered
vy :‘-umut fn the affirmative and raled v,inn the
.i._nmis'tn earned by plti‘t.iﬂl‘tl.l are inh:n; to incone
o February 27, 1969, petitioner filed a written
elals for the refund of the aforesentionsd taxes but
.tulﬂmutumwunbwu:pmmt. ' ,
. un March 25, 1969, petitioner received anvther
notice, ummt No. 70524765 ht.d March 15, 1909,
requiring payment of $600,00 as compromise pensity for
"alleged violstion of Revenue Regulations No, V-1, is
- pelatien to mu- 33% of the l-uun nmm Heves
'Hl Cuae,

7 ]
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. hut&omr paid under mtut ﬂn eupranu
A pu:.ty of ¥600,00 ander uru.enz. Qouzpt Ne. -
1332658, dated March 31, 1969. (pu. 1My Pet. P b,
cﬁ' x'-od.; m:m ln.pu-. 2, ADSe po i‘, CTA ree,)
o Apral 1, 1969, petitioner filed a tidn for
the refund thereof, but respondent failed and still
nuu}m;q-gu.mumumnmh:nuummhxnun
fore, interposed this :ppu.fl'.u'n Ancdd 12, 1969 to

- contest rupm-nt._'i.uuimnt and to prescrve ltq

right of refund under the provisicns of Gectioen 'jﬁ~" "
of the Hevenue Code.. |
. After the trial of the case on the worics, both
parties submitied the same Lo this Court for deeision
vithout memoranda. - & | ' .
From the pleadings snd records, the two (2)
~ lssues ﬁliﬁ for resolution of the Court are iLhe fol-
. o ; A ‘
’ 1. whether ox nﬂrt pesitioner is legadily uh
. titled vo the refund of #5,578.,26 peld
by 4t on April 15 and 25, i%? as incoue
tax snd pensliies om the Interesis sarned .
from bank depositsy and :
2. \hether or uet petiticaer is entitled teo
the refund eof «00 paid by it as a core
g:ﬂn penalily for viclation eof ihe Dook= .
! m Hiﬂaum.
nm:num: | _
nuumr I.L-hu that it u uupt rm l.mu-l
tax an the imteresis earned hy it from bank de-
 posiis are un.l: :lu.tmul to .'Lu uuﬂuu &8 & Fe=
ligious urmaum; sll of its operating funds, ca~
pital, and subsidies caue from The Lutheren Church-
Ihuuri Synody the wother chureh in the United Stutes
sends the same tn LTae Pni.l..tppu-l .:ul nid funds re=
RN - T
.
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.uuinmé in local banks as dipnuit it thnj are not
noonnq by pntitinnnr in its rellgicus aptrattons or
spcnt tcr tho purchase of land and chnrcb.s 1o be
eouxtructod th-r-nn; and sald funds were uo;unito‘
in banks for sarctlepinz and souvenieuce anﬁ Lot :or
;:lu or pwarlt.

&-:pand-nt eontnndi, however, that said d-punlts
ar;-xnxcstnunt in tihe neture of leans Lo the bank -

the depositor ﬁ-tn: Lhe Lununf; ana Lnn Lnuorc.tl.

earned by the Ilpnattor repruuant prﬂilt or gain aub—-

Jeci te income tax, . ni ' : A
The intsresis earnec by petltiugdr from its benk
dgpoiiis represent proflit in the ceurse éf iis tran-
sscliens, Yhusy il was helds
R e ;u,rm.ap (@), .t.im' 1’.{,

n is

: cnoun n\ \ i
rh-i&, thare is neo *doubt said ;rnup
mede in The course’
18 reg Aransaciions in :ﬁnncutton wvith

its frunchises, (Phllippine Long Vistance
Tel. hn. ve Collector of Interusl Hevenue, 90 -
mm;) Uy Jsnuary aﬂ., 1953 unﬁrnnrm up-
P

Under cur Ioncowe Tax lawy inleresis earned conse
- titute a part of Lhe gross Lnuénc of & lurpdratltn
| 4
or individuel. The pertchrt p;arisihnl on the nate
Ler read as tuliauls - N .
Bece 29, ' « = (a) Lenarpl de-
Gross lncome wies AX Xx ,
remis, dividends, sscuritles, or iranssc
of any business cur;i:d on for gain or pra-
fit, or galua, profits, and ilpcone derived
from any source whalever. (Fatiouel Inlernsl
antnln Code ) / : -
A.ttar holding Lhat the Luteresis sarned by peti-

tlnn-r.rrnl its bank deposiis represent profit inclu-

© 333 el

aivle in Ats gross income, 1t may be ssied: Is peti-
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tinacr entitled to the refund of ths incume Ltasos
and penglties due therson after it had lost the
right te dispute respendent's assessment in the
' cnuri of Tex Appeals within the jO-day period pres-
eribed by Sectien 1l of Hepublie Aet BRo. 1125? our
Suprene Court, speaking thru Hr. Justice Eunrique _
Parnando, answered the question in the affirsative,’
‘Thus, in the case of Cemmissiocner of Internsl Heve-
- nue ve Jose Concepelomy, ot aley Ge Re Ho. be239l2,
Mareh 12, 1968, it was helds |
. In the petition for the review of a
decislon of the Court of Tex Appeals, lhe
declisive question, ome of first lLuprese
is vhether a taxpayer who had leost nis
right to dispute the validity of sn sssesse
ment, the period for appe . to the Court:
of !.:.:ztfili hav s 83 found by
- sueh in a previous case in a declsion
now final, and who theresfter paia pro=
test could then, relying on secilon 300 of
the Katlonal Inlum Bevenue Code sue for
~ recovery on the ground of its illegallty?v
The Court of Tex Appeals, ln the decision
under review, answered in the affirmstive,
We held etnurulli snd aceordingly reverse, .
In this case, paliticner was asscssed by respon-
dent scmetlise in April 1967 lor deliecliency income
tax, interest and compromise penalty on interests ine
come earned from petitioner®s bank deposits., Fetie
tioner pald to she Government on April 1% apd <5,
1967 a total of #5,578.26 on the basis of respondent's
assessment. On Agril 20, 1987, petitlioner sougnht rese-
pondent's opinion on whether or not it is subject to
incose Lax on the interests income earned from its
benk deposits and the said rsspondent snewered the
auery Ao the alfirmative. Cousequently, under section
il of Hepublic Act No. 112§, petitioner nas 30 days

after ihe receijpt of respoudent's decision or raling

-;;".:}éygﬂ '.l.'ll
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vithin which to appeal the digﬁnu@uiﬁhunt $o -
the ﬂm.ar Tax Appeals. fau\uasnu,_ however :r.u.u
6 do 8o, Its sppe-l was only wde on ApFil 2. 1963
Hl;vl.n.. falled to appeal on time from the decise '
lon of nap-ndmt,_nuunn-i canno> sue for tmr-;,-
umu:y’ of the mnn-«.tuuu and penaliies p-.i.u in
Auxdl A967 by rel,ing en the twoeyear periocd preseribed
for refund wider Section 306 of the Ketional Internal
Revenue Eode. | 1o Justyfying the ruling in the Comm
eapelon casey SUARAy Our Supreme Court seids

~ - For subsequenily, in Republic v. Lim

Tian T Sens &« Coey Ince Limel7il, Mareh

31, 1966), the above doctrine was peeffirmed

cale orically in this lLangusge: "Taxpayer's

fallure to appeal to the Court of Tex A

in due time msue Lie ascessment in ques

final, executory enc deswsndable.. And when .
" “Lhe agtlcn was instituted on Leptember <,

1956 to enforee the deficlienc; assesssent in

guestdou, 4L was slrecdy barred from dispu-

tlog the correciness of the assessiucnt o ine-

voking sny defense Lhat would revpen Lhe guese

tlon of his tax liebiliiy on the moriis, Uthere

wisey, Lhe perlod of thirty days for appecl te

- the 3nurt of Tax Appeals would sake little
sense." OUnce Lhe swal.er has peached Lhe siLige
of finality in view of the fallure to appeal,
it lopicaliy follows, in ihe .appropriele lang-
uage ol Justlice hlliht..j.. in Horules vs, Cole
leetor of Internal Revenue (Le=1675Y, august

s L96L), that Lt "eould no longer be reopened
Lirough 1..5- expedlient ol an sppeal (rom Lhe de~
nisd of petiticner's pe uesl Jor cuncel.allon
oi the warrant of disiraint and levy.,"

; In the same wa); Lben that the expudlient of
an appesl from & denial of s tex reguost for
csncelincion of warranti of oisiraint and levy
cancot be utiliged for Lhe purpose of testing -
the legallity of an gssesspent, which had decome
conclusive anu binaing on the Jary ilhere
um“gyu.l Lthe procedure se mbu'
dection 300 of L'n Na . lonal Iuternal Hevenus
Code is not avallable to revive the right te
conlest tue valicliiy of an assesssant ouce Lhe
same had been irretlrieva ioatl not only by
the fellure to appesl bat 1 m-;i the lapse
of the reglemenisr, periocd within ch to ap=
peal couid have Deen tmlkene XX AXs
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inspite orf the ruliﬁc of the bupriuu'cnurt in
whe Concepecion qnae,'gnng;, uhi:ﬁ precided petiiluv cr
from obtalning the refund gought ror,-bbgh purtinﬁ f
qpﬁlr-ntlb invoked as a basis for exemption from or
1isbility %o income Sax the provisions of Sectlon
27(e) of the Revenue Code which resu as followss
- BBC. 274 W |
:;t;gel--,!hn o organlgacvions shall
- ne taxed under this litie 1n respect to
income received by Lhem ags suChee .
; x X LS e ¢
(o) ﬂﬂrﬂalﬁuihn or assouinulnn org.nized
and’ operated exclusively for religous, chari=
taoley sclentific, sthleticy cultural, or edu-
cullenal purposes, or for Lbhe rehabilitation -
of veterans no part of the net income of which

inures to the benefit ur w prrut.- atwun..m-
r of :mudula L2V, £ :

.

In holding tha. the interest earmed by & alie

glous nmnuu is :un;ut to lucome tu regardless
‘of the disposition umade of sush ‘income, this Court m"
the cuge of hnm;nn.‘lm de le Mission de San ?inmh
ue h,nl Ve umiuj.un-r of intersal uﬂmu! Cin Case
He. 1468, Gutober 1%, 1969, held as followss

There is ne dlspute that the 1income
- Ap quesiion censlists of rents, interest,

- -end dividends of petitioner's r.al and pere
sonsl properties, lloving criginsied frem
Lthe produetlive use of petitioner's proper-
tigs which are not e¢ssential to, or ueces-
sarily comzected with 1%ts re ous, chari=-
table, and educa.i bg-unuu, the sald
income is suuject to Lok even AIf it
was turned over te and spent by L5t. Vincent
Semluary, a c¢ourporsilon operatec for reli=
glous :nn charitable purpeses. The Tlnal \
-akd ultimete destination of petitioner's |
:I.utn- from the rentsl of zu real mptr-

L e ;Qul'
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tyy divideudas from investimecits in adning,
mﬂrm-. uut mum ao.tpnn -.I.a.Ls; m

e g T W T i
munrﬂ' ﬁmmm
% - nwm - . M

i Ly Lew (Bec. ' ﬂ.jln “- I‘Do h(-' 'y

u 50 the rullipg in the ollse ol Lavier
Ml' Inee ve Comme of Lite R?Vo' L Hy
Case No. 16&2, U he u-’ lm-}

In the eascs of San ‘I.‘l.wntl de hul, Bupl'iy and
Xavier dehoul, inve Ve Comie of lule hevey Cis Case
Noe. 168<, Gctober U, iﬁbﬁ, ‘mi seaning, scope and
@alilect of Gec, 21{:), as -lmiu by Bece 5y Republic
Act No, 82, wers anderscared in this wises

The hiscory of Seeilon 2/(e) of the

&% Lodey befores ils amenduent by Sectlon

”"E:"I“‘in and the “"I;ltirl
m Luprene & terpreting ane
m in Opinion Noe 45, Geries ol

the lomes Jetretary of Jusilce,

rum €lso eapounded on Lhe B
mm and eitleet of the saenda=

tory muum contalned in Seection 5, -
Repuiblie Asct No. &. in the lellowlng
langusies

"We have examined Lhe history
of this legal provision whieh wus
eriginaiiy found in sectliom 24 pa=~
ragraph Gea) ol the Al of Cungross
of the lgpited slates of 1Ulie The
proviso wes iirsi ugnﬂod inte tie
statute hel Noe 2033 (apuroved on
kKareh 7y 1919)) At Lhen read; ‘jro-
vided, nowever, thal incoss of whate . -
_@ver kind sand charscter froam any of

'?§§

law, saslil be Lo the tax Lo
m-r this cuaplers' bespite

iis !.1::!., vhie Supreme Court,
h the case ‘of Nueva Leguvia
¥. Gollector of Intuul I“mu.’

Fudl. 618), held thai 'mwuoi.n
the Snscws of the plaluticfy cemeis
tie Qe consist-
ing of ‘rents o lund, dividesds » .
-Ilulml-l_iﬂl s s o BtCa's 4 W
utﬂhumusmdmmuu‘

Ill_.tdm iu the law," MNeiSsrating
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the ruling laid down in Sagroda Grden
de FPredicaucres V. Trinidad (W& Fhil.
397, 2‘3 U e 5?8) that destinastion

of the incoms was the ultimate test

of the exemption, the Suprsme Court
reversed the Jnr.\gmt ol the lowver
court susialning the sssessacnt of
income Laxas ob sald licome of Llhe
plaintifi, it appesring that the ssse

was used }ci earrying on the puza- .
i1y rejiglious charitable and educs~
tienal work. I

'um vas the law, as construed
Judicially and as upu-d by sdminis-
trative officers, when the proviso
vas agein amended in 19%6 by ﬂnpublu

o ﬁﬂt R@o 8z,
ftl*ﬁ""l‘!‘“’l"‘
> aless of the dlscosition mide
4 -'W‘Wiimf”‘tm .
ﬂww'w'mmmw ,
¢ o tine provise, which 18 16
1**1.‘1’*'IIT'1r“T”?r*1r11|! T
1!""'*‘“""#‘1"“"""'!""‘#‘"‘“
properties even il the se @d
for relfpic - .
‘BY Thin amsaaent destinssteo-oF thsh "
"TT""I"‘!"""I""'TT'I“'I!’T‘EI'*I‘ '
abithe W8 eXpress A e expia=-
lutuy note of the amendatory bill, .
the prevailling sentliment was that an
exespt organisation 'which derives
incows from retitals or investiments
of 4its preoperties should -be made to
pay the income tax in the seme senner
&8 other corporations or individusls.'®

"inother significend change in
the prwin :I.l the !.uuu.un er th-

¥ hlase w“ the boue -r conlens
“tion in the case of Jesus Sacred Heart
College V. Collector of Internal Reve
anue (Ueile Hogy L*h.ﬂ?' praom. "I' J“
195%)., The defendant assessed and
¢ollected locome texes on plaintirf's
income from tuition and cther fees,
- In refidering Judgment in favor of Lhe
. plaintiff, whose claim for refund was
- found uri:u: lous by the Couwrt of First
Inltur.-l of mn the Supreme. Court
. Hﬂ regard Lo this
. p.rt.ln ty that 'Congress
had no intention of uu.nr. ut-ricula—
ticn, laboreiory, library, athietie’
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end gradustion fees end other fees of

sianllar rature, escantial Loy or noces=

sarily connected with, the educaiional

purposes of an in: titution of learning'

(underscoring mine), Accordingly, gonay
& iLi

“Conasldering the history of Lhe

‘*pruvlﬁiaL in quosiion, AL wo ld Sewm

BN wd annanil
underscnrinL iuppllea.)

e apre in aceord witn the views expressed
by the Hon, Seereiary of Jusiles at to the wean~-
ig, scope and e'lTeet of Seciion 27(e) of Lhe
Tex Code, us :nand-a by Etotlun 9' of Kepublie
Act Bo. Bz ' )

.

L3 loa nu leulihlt re.son teo d-vlnta froa the
Iar-;nin' g;ﬂLng whiech is -quailx npplielhlt to
the Lnltlnt easa. :

Qe LSOURs .

Hesporcgani. asce.sed prt1t1auar Lhe iu& affrtu»¢uu
for llligna violsllion of ﬂnvnnun H‘Ldliuibhﬂ oe V=1
{ﬂﬂlikliplnﬁ ﬂq;ulnhiunn), in lnllblﬂﬂ to Becs 334 of
lthe Hl'!lul Loue, rut}ninn-r pald the sume yudsr

" EEotest om March 21, 1969 aud instituted this setion

344 m
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on April 12, lﬂ?.'ur 12 days after the dste ur p-;unt
and less thnn 30 days m the tiau of assessuent cm

. March 15, 1969, : |

; ﬂ—;rm-.ln loppiles matual urumnt hur.wcn the
parties inveived ir the cuﬂprunilt. ‘Une pertly cennct
exsct frll or ilpnl- upon another a compromise. I

the -nﬂsliomr bellieves 't.nu; uhe ‘taxpeyer nas ilncurred
a GPiminel liaﬁillt:-fnr iiulaﬁibn of the Hﬁ!uﬁultcuu-,’
he is iree Lo Inatitute -rin:lml prwudlms ua.‘ln:t.

. the nrrlnd:r; bat rnr thl Comuisslc er Lo 1upnia a
penalty is elesriy illegsl wed mntnuuua. (cell,

of Int. Reve Ve U.8.7: 10% #hil. 1062; Coll. of Ints
Heve Ve Btuuisnn, 105 rudl. 13&&3 fhil. Int'l Felr,

ince ve Colis of Int. Have, W SCHL 77%,) Conseyuently,
. the sus of #600,00 was 1llegally eollected when pete
Lt.iumr protlested ths payuent of thn empwu pu-
'lllq'f. hespundsnt eould unl: sugeest o the lexpayer

tllmn.ﬁtﬁfcﬁnmmlu p-n.,lqr but not the L= ro

' nuuu murnufu ; :
The prayer for the paysent of the lecal rate of
interest on the ascunt to be re’unded cennot be an;
tified mlau the uu-et.l.on of the internal revenue '
tax is lttlnﬂld with -rhllrarini&l. - (Comm, uf Int,
'- Hove v. utur.l.u Sugar cutrol., j .sc:m 727)
mﬂiuﬂh, pelitioner’s clsin for the refusd of
. ineome tax nnd penaltlies in the aseunt of #54578.26
is hercby denied, As to the ‘unupru‘:.iu pesaliy of
#600,00, the cladu for the refund thereof is well
tekem. Acceraingly, respondent is i.m\nhr ordersd to
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refund to petitioner the s:id smouni of #60U.00.
_ without pronguncement s«8 to costs,
80 ORDLRED. '

‘Queson Cityy November 17, 1972.

.- . - Assoclate Judge
I CunCURy

fesiis 3 Lo
BAMOB L. AVANCERA ‘ .
Assoclate Judge - . | ' , .

' Presidipg Judge KON M, UMALL is on leave.



