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%% in 1946, they realised a rental
wms ‘educted the sum of *1°,202,.27 fer expenses
leaving them a med restal incose of »7,498,13;
Trat

T™he on'y legal question we are called upom to resslve
based on the facts as stated aleve is whether or ot the peti-
tioners have forned an upregistered partanersiip for purpess of
applying section 84 (t) of the Mational Internal fevemme Code,
end thus subjeet to incone tax under section 24 of the same
(ode, and as a congpequential tut cerellary lssue therefor,
wiother or mot the petitisers eould 1ikewise be subject te
hmmﬁ-u-‘mmm-
the anthority of sections 193 (q) and 194 (8) of the Mational
Intornal Neverue (ode and Comsomwealth et o, 455.

inder the Ingows Tax law (Title !I, Wtional Intermal
fevenue Code), a "corporation” is subject to the iscose tax
levied and wesssed under sectisn 24, theresf, an’ for purposes
of this law, the term eorporation” is defined as fellows:

“The ters '

2ecounts en participa-
), nssociations or Imsurance esvpanies, Mut

does net inelude duly registo-red genersl
norships (eoopanias eolectivas),” (See, %4 (b},
M-}ﬂ“mcﬂgmr—
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Likewise under the L.gicence Tix lav (Commemwealth ‘et £65) the

tern "corporation” e

-—-h insursnce esupany
e g Sk oy g A g By g 5

undarlini:g provided),
From the afareeited provisiors of the NHatiomal Interns] Pevemme
Code and Comomwealth ‘et ¥y, 465, the "partmersiip , « .+ o+ M0

metiar hov eregted or organised®, is deemed ineluded in the term
‘eorperstion” and tewmbie as sech,

In the case at ber, therefore, it will be necessary te
mmm*&m&m.w-
 tebe l.f;;h"fwh-hnlimﬂun errrarations. m
hFum-umnm'suue;ﬁ-mm&h
m-*mm-mhmmmu-
of too Civil ode of 1569 amé stver previous lave enforced st

oepte of partmarship ave set forth in the following appliesble

eharacteristica of partuerships, whie: are: (1) sut.al con-
tribution to & common stock or Nud end (2) a jeint imterest
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in the profits (Persasdes vs, Do 1a Bosa, I Fudl, 676), The
respovdent sontends t st tha petitionars hereln “ave forsed

s partaership, snd although the sama s not rogistered, 18
cones within the purviow of seetiom 84 (b) o« the Mational
Internal ievemue Code and seetion 2, Comenwealt: iet No. 458,
The petitieneres on the other hand mmintain that they Lave mot
forwed a pertmershin, but nerely a cgmmmity of vrperty avd
the latter is not asbraced within the definitier f ecorpora-
tion® ae preseribed by the afereoited provisions of the Tux
Tode und (awronvealtr tet To, 468,

In order to detrraine the exigtenee o' a pa-tmership,
wvhare the pertles "ave no. expressly ealled tiesselves as
partners, oy sewipg, their intention must be aseertained, T™!s
real intemtion refera te their logal intention snd wust be
deteramined fro= their represemtations, aets and e-mduet, and
if thay .ave sgree to everyt: ing or perforn puch eets as are
mocessary to comstitute or fore a partnersip, they are partnars
voother their purpose wums teo erspte er aveld the relation,




In this partieciar instance, we mote the fol owing
saliont facta: (1) the petitioners in 1943 end 1944, poaled
their rescurces tegst er to purehose lands with & totel eow
quisition velue of *404,05%14 and an essessed veke as of
1948 of ©129,895,003 (2) that they sduinistered the proper-
ties jolstly uwntil Auguet 16, 1945, vsen they comstituted their

btrother, Simson Evangelista, as their attornmey-in-fact to manage

their properties; (3) that after the afares-id properties vere
soquired, the came were remted or leased to warious tesastss
(4) that the petitiocers “swe mot civided the properties from
ﬁﬁdﬂuﬁh'hﬁlm or arprexisately
elover (11) years; and (5) that during the years 1945 to 1949
inelusive, the petitio-ers realised the following remtals, and
after deducting t'¢ expe~ses, the net rental ingose was divided
emong tie petitloners,
urose jet Aemtal
dental Dxpenges  __Jlmcome
¥ OuRE ums s
1948 179453, 00 ﬁﬂgdg I&H&H
Frou the foregeling fects over high there is mo dispute,
we believe and o hold that the petitisners vere holding the

resl properties mot wnier & mere gommunity of preperty but as
pactpers. The distinguishing characteristics of the partnere
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ship first given atove are present in the case od bar, 0y the
aots of the yetitisners they have setually costriluted, meney er
progerty intc a comsen fund, for the purpese of eperaiing amd
keeping the properties for rental purpeses, and setuslly divided
the pet profits anong thesselves, They sdministersd, as prin-
cipals the properties imwolved, eitner by themselves persomally
or thru their essgen attorney~in=Caet or wmmager,

"eoees s 1t is wll settled that, where
the parties %o a eontrect, by thelr aets, conduet

or agreemoni siew that intmded ts coxbine
tieir procerty, laber, and experience or
gome of thege elem nuts on one slde and some om

comumity of property is belied by their wery sets. 't is a
generally rocognised rule that a partmership is met possible

I-Imtmucu—nlﬁr,-lﬂlmm-t:u-
munity of property doecs mot of itself isdicste a partnership,

lowever, il the community whigh is erested volumtirily is esta-
blished with the purpese of scquiring profits wvhic: 'asz to te
divided smong toe partics, there is in fact & partsership, The
presence of t:ls elememt of dividiag prefits, is the priveipgl
distinguist ing churscteristica betusen the volwmtars comsunity
end the partasrship, Tie presense of that purpese in the ease
at bsr, aad although wo assume grguopdo that It wes seraly a

comunity of property at the boginning, hovever, it Lecase and
was in fact a partaership thereafter,

"Y' or ol @ltino de los woiives antes indicsdos
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il
i.

defecte de An-
-nh:l.u {h!u-dh::-
sportaciones, ia
cucts de eads wne o los beneficies y en las fér-
didas, ol nosbrasients de administradorss),
euend: los cepropristarios perzanesear on la in-
divigifn fnicamente pars evitar ls dissinuseldn
de rentas que resultaria de uaa particila. Fer
el contrarie, es de presusir la existensis de la |
socisdud—anngue el punto ha side resuslts sy
contradictoriameste por la jurisprudencis extrame

raredoros
moreantil de su

propioa del pues
inteneidn de cbtener y
beneficioa sapress, traasf oruendo

m-ﬂ::“ hh-ﬂ:ﬁl

e po SUCALY) " (umterscoring supplied) |

~ Mereover, we mote that the herain petitissers ¢id not
maistein and keep the propertiss in question enly for the pur-
pese of their pressrvation, congarvetloc asd comwon enjoymant,
On the comntrsry, the properties were in faet scguired and re-
tained for the purpese of deriving restols end income toevelras,
end bad in fact been retaimed fer spprozimately eleven (11) years
by toe petitlemers for suel purpose. Under sueh eircumstances,
the relation vas & partnersh!p relation and the petitioners whe

1l
i
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L

{

appear as go-owpers mst be treated as partaers. n cose=s
favelving the provisisns of the Civil Code snd the Tode of
Commerce hrought Lefore I1t, Lse Supreme Court »7 Spain Lae
epplied this test of mere compervation and common enjoyasat”
a8 epplicable to the community of property es distinguished
from the tort of “common partible profit" indiecative of the

y singu-
VEes i=




Supreso 15 de Uetibre, 1940, eited in 1940 "m-
elglopedia Juridies "spaflala p, 1157)

« s ¢« s » OOno los cohersderos
al en confin Lienes dolers' nnd-s, afectos n

cantil (Vol, !:Mﬂ-)l-lﬂ-} (emphasis ours)

do find mo other conglusien tham to hald that the herein
potitionars 44 in fact operate a parteership fer the rurpose
of engegting in the real ostate buaines: and fer ‘hich the ime
come tax prese-ibed in esetien 24 in relstisn to sectiem 84 (b)
of tha fatistal 'mtermal Trvemme Code may be lovied and sssessed,
For the seme reasen sweh partnership should be likewiss subject
to the residesce tax impesad ly Comspnweslth ‘ot No, 4565, amd
the real estate dealers' tax lsposed by sections 193 (q) emd
19 (s) of the “stisnal Internsl feverme Cods. The mathems-
tieal eomputation of the taxes ! nuestion demsnder by the rese
pondent from the petitioners in the total amount of ¥6,878.34,
mot being disputed by the petitiorers, the same is deemed core
rect,
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PO ALL THT PORSGOING, we held thet the petitionsrs sre
14atle for the income tax, rial sstete daaler's Sex and the
residence tax for the yeurs 1945 to 1949, inclusive, in asver-
dance wit: the respendent's assesaw nt for the smve ir the total
amount of £O,H74,34, whieh is hereby n7firmed and i>e petition
for revieu filed Yy petitioners is hereby diseissed vith coste
against petitioner,

8D ORB-R7 L,

Manils, Filippines, ‘wgmet 29, 1955,
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