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Fres » devision o the respoudent osted August
11, 1960 (Ammex "4, retition Tor Aeview) reguiring :
the petitionsr Lo pay "he sam of #71. 160,79 prepre-
senking deficisuoy pereenters fox sand 255 sarcharge,
plus the sum of 85,000 0 a« conpromiza penally, for
the perics iven Lsteber, 1953 to septesber 1758,
this sppenl wos takeu bo this Court.

(ke Inets, briasfly statsa, o ag rellows:
Fetitioner, a dosestlc eorporstlon, with offiece at
363 Dasmarifins 9., Sta. Cous. Hanild, s & real
satale broker sngaged in the Pusines. of develeplag
and suddividing landed estutes =nd therenfter promot-
iag the sele or les. of the subdivided lots to the
puklie It entared inte agreerents with revar:l rea’ )
s babe cwners (Faradise ‘arms, Tme. Fatriela, Ime
sgally lovestmaats, Ime . and Bay louleverd Subdivi-
isden, lae.) fer the parpos- ef developing thelr proper- +
tles intc subdivisions, dividing then inte smaller
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‘uita . lots Antredaeing - &y .
‘theroen, '/ poads lighting and dreinage system,
aml Easaiiss ssllilsg shem %= the publie. s s
serviges thus rendered. 1t was pald 1a the form of
weslgales and/for fees. Exhibits Dy Del, D=2, B, and
P. pp. 2%, 26, 28, 30 & 33, CTA sou.) Parsaasi W
said agreesents and during the psrlod ' Ostober,
1953 © Septeumber. 1953, petiticaer received froa the
real eitato owners the sums of P 572,953 5% as sa -
J seednuiong $392.658.58 as supervision fees, o
P285.991.-M7 as wl ol T On the selling com-
mission, petitionar pail '%,i84%..k as Drokerage tax,
He 414 not pey any parcantags *ax en tha gupervisiea
and esllection fees, Fxb. 4 & A=Yy p. 6, U7 mec.)
n the theory thet the "superv slea and collec-

tion fous" aro part of the Saaablc compens=tlen re-
eelved By petitioner an res] sstute broker unier See-
W L0 eof the Mptlenn) Internal Reveoue Code, re-
spondent, in a lotter dated August 11 1960 (Exh, A,
derandsd from petiticner the sum of ¥P51,140.09 as
defloleiny percentsge tax amnd 258 surcharge, tenized
as follows:
Commisaions sarnaed

from sales oi lots - uﬁ;ﬂ,

Erckerige e& o=
Gther brokera- = -




in additiin te She sa ' d sum of #51 140,79 potitioner
was reguired = pay #8,000.00 s¢ compremice penalty.

In = lo ter dats! Jeptember "7, 1960, received
by respendent on September 20, 1960, petitiponer a v
W par, and ia faet pald ander O.%. Mo, ML-2-7987. the
defleieney assescment inclusl . of sureharg . eon tha
seles coaniselon, in the smeunt ef #74l.3%. It, howaves,
reguestsd Lhe ecxncallatien amd withdrswsl of the sssese
ment of #50,898.75 (Par. 6, Petitiony Par. 5§, Ansver)
on the ground that the . o oepd o
are not ine udible 1- the computetieon of the
T™hils reguest having been denled by respondent ia his
leiter dated Mareh 12 1965 recelved by petitioner
april 22, 1965 (Lo 0. p. 90), the latter appealad to
thls Court,

The Assues aiis

) dhather 5 not the amounts of #392.658,%58
and ¥285,991 47 denvmins ~ a supervision and ecellec-
tien o, respeetd . arw cdhlat W the 68 tax,
las 254 surcha ~ and
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(k) Uhether or not the right = respendeat
assess the tax corresponding te the & guarter
1953 to the 2nd ‘marter © ' has already preseribed.

én She flirst lsgue petitioner contends that the
supervision and ecllec lon fess a ' not part of the
gross recsip  subject to the 6Ff tax besause they are
payusnts  differeant and distinet forms of service
or prestation, separate and apart frem petiticaer':
brokerage funetions. It is urged that 1ts ebligations
under ths contracts with the resl estate owners. un-
ilk- that executed by and be' s J. M, Tuazon & Co.
Ine. and the Varsity Hills  Ino. in the case of J. M.
Tuagon 4 Co., Ine. "s. Jollector of Intermal Revemae,
Gufle Bo. L=-11530, Juna 30, 1960 57 0.G. 39, p. 6952)
are divizidble becauss thay provide Tor ssparute mates
of ecompensation for supsrvision,  lection and breker-
age services

| Hespondent. however elaims that this ease 1is

ea sll fours with the case of J. N, Tuaszen & Co., Ine,
vs. Collesctor of 1 ternal levemae, ZUuZA, Ducauss the
eontraets with the warious reas estate ownars are
singls and lodivisible. Censegquently, he contenis that
the supervisien and collection fees in question are
part of the gross recelpts subject to the 65

Respondent ¢ contentiion 1o wsll ‘aken, YThe

various contracts in question (Zxhibits D-1, D2 R &
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F, pp. 26-35. CTA rec. ) show that, as far as the oo
@:tate owners are concarned, the sa'n »urpess and
eonsldarslon of the contrects lv Lho sale ef the e
pertias iz cmaller and sultable lots Ly petiticmer.
Until the ga es of the lots were offected sad posneads
therefros co lected. petitiomer can not rsceive any
eompensatlicn. vhether as supervisicn, ccllection or
brokerage fee. for sald conpensation must cose from the
proceeds of "he sgles- Howewer. te bring about sush
sales, the real estate progertics must be subdivided
fa’: amaller snd auitable lets, This subdivizlen in-
Telves cupervisery functions. And aftsr the sale; there
must bs celicetlon. Ihe thres kinds of serviee are
eorre/stod nad laterdspendent upon each otihar, consider-
ing thet these prestaticn: sre {ndivisidly sssumed by

It appearing that th% 44 ferent services comple-
sent each othar and caanot stamd separately and the
compensa tions therefer are payabls frow sanes and the
same source, the gress salas, sad A thersfore, the con-
traets o gasstlien are siangle and nilvigible, vo Tind
that 0o arrer as 2emmittad By respondeant ia ilmelnding
the supervisien ond eslisclion fass as part of pati-
tionor's gross compensailen subjset to the 6% tan under
B=5 o0 195 of the Reonue & (4. K. Tuasen & Co.,
Ine. vs. Celieclor of Intermal Revenue, gugal
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Thisz being our conolusion, 1t zlse follows thet
the impos  tion of the 29" sarcherge feor the late o
nent of the daflelency percentage tex 1n guesticn
A5 aEdes,

Petitioner sleo contends thet the portion o the
punessuent pertsining to the Weh guarts ef 1953 v the
2nd goartas o 1965 bas already preseribed, in ths
samaeilen, rvespondent s Justifiest oa for bhis right
o sssess the guest ed defleloncy assessnent within
10 years on the ground that setitiomer /L1 fmandulent
returas 1s not berne by ths avidence. Korsever, the
fast that resvoadant Talled to lapess the frand penalty
of 568 is an indication Shatl he hisself 4id et balleve
that petitioner iz guilty of fraud, Consoguently, re-
spondent han only five (5) yesrs frem the filing of the
returns within wileh to assess the daficlsney percent-
age tax fer sald perted (See. 131, fAevenus Code). As
the gaeatiensd deficlency sssessnent was mmde on
August 1, 1960 tho right te asscsi the dafleclency tax
for sald pericd bhes splrecdy preserlibed.

As regsrds the compremise pemalty of P8, 00u.00,
17 19 nov vellesettled thet the ausolion of cemproaise
pesalities by the Cosmlssionmer ¢ Inlernal Revenne is
1llegal and unautherized in the abaence of an agree-
sl with the taxpayer (Colleeter va. UST. et al.,
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