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. UNIVERSITY OF THE VISAYAS,
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This is an tppu;'mterpaqﬁr by tihe plaintiff,
- University of the Visayas, for the review of the
huu tax assessuents made by the defendant vole
lector of Interral devenue in the totael zmcunt of
246,592.03 pluc_'au'i-churgu and interests cevering
‘the years 1946 to 195C, and for the refund of the
total sum of ¥14,611,31 vhich the pleintiff claius
to have been erroncously or illegally collected by
the defendant N:_ud on the assessments in question,
The plaintiff however, in opea court, admtted-that‘
with regard to the sum of ¥]1,000,00 which it haa
paid on MM i7, 1951, its action for refund of
the same had alredcy prescribed bhecsuse more than

two yeors had elapsed irom the date of payment,
Hence, the preseat action is limited to the refund
&x the sum of #13,811,31.

The complaint was originally filed by the plaine-

tiff in the Court of First Instance of Cebu on March
1, ’-”‘. but on June 16, 1954, this Court was groated
by the enactment of Republic Act We., 1125, and pur-
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suant to Section 2% thereof, this case was certified
and remanded to this Court for final dispesition,

Ia 1919, Vicente Gullas, incumbent president
of the University of the visayas, founded an educa=
tional institution in Gebu Clty kaown as the Visayan
Institute, and for ihree years was Lhe sole owner
thereof, However, on Octoder 21, 1921, he formally
organized the visayesn Institute 1nlo a nonestock core
poration, capitalized at ¢ 20,000,0U, the same to be
obtained by 1ssuing 200 bonds with 2 par value of
#100,00 each, (Exhs, 1 and l-5) The bonds, however,
were aot sold to the publlc but Instead vicente Gullas
put in his own moeney,.

vn August 29, 1930, the Visayan Instituts amended
its articles of incorporation (Exhe 2§ also Exh. E).

It was changed from a non=-stock corporation to a stock
corporation capitaiized at #50,Ul0,vv wiich was divided
fato 30C shares all of which were subscriced and dis-
triouted 2mong its meubers.

In darch, 1942, the visayan Institute became a
univexsity and was renamed as the University of the
Visayas,

According to its amended articles oi incorpora-
tion, Exhibit E~1l, the purpose for which the plaintiff
Corporation was organized is:

Wy 3Ly Rty

mﬁ mh training and truct whic

may make them welle-prepared to honoranly
exercise the rights and to pexfomrw and dis-

the duties and obligatlons of a good,
patriotic and useful citizen, the corpora=
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In 2081, the Buresu of Inteynal Rewonuo cene
duetod an favoatigotien with zegizd te the ingome
tan liobtitty of the plalotiff fer the years 1946
te 1950, Finding the plaintiff not entitlsd to the
facemy tan soomptisn under Seetlon 27 (@) ef the Tax
Cods sn the ground that 1t wes sllegodly ergenized
peinmopily fer prefit snd that its essnings Inure te
the bomefit of (%o president, Yieents Gulisa, the
dofondant ssogesed against, and demanded fream the
plaingiff, the following fmsome taxes, plus surehirges

337822 Dagenber 17, 1951
BMOR (Buk, A) Febwusxy 29, 1952
BMWTR (Bah, 3) Apeld 3, 1952
357082 (Buk, C) ey 3, 19%2
TOTAL s0000e00e
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Belioving thet it is sxsmpt frem the peayment
of Income ta, the plaintiff, en Mazech 1, 19094, filed
with the defandsnt ®» request fer refund of ths tetal
smeunt it padd ss ststed chove, On the same day,
ths plaintiff alse filed the prescnt sstion againmet
the dofendent Ter the recovery of the same smount,
and to onjein the defendant frem celleeting the bale
ante of the imcome tax sesessments in questiom.

The principsl question teo be decided in this
case is whether er mot the plaintiff e exempi froa
tho peymsnt ef inceme tax undew Section 27 {(e) of the
Notfenal Inteznal Revenus Code. However, befose yeo
seclving the ssme, we shall first dstermine whether or
net plaintiff's right of sction for refund as regapde
the ameunt of #4,803.77 which was peid to the defens
dant en Fobpuary 29, 1952 (Exh, A) hes alvecdy presc
eribod by ¥irtue of Section 306 of the Tan Cede which
roads oe follewe:
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The defendant centends ihat iInsssach as the
payment in questilon was asde on Febwuary 29, 1952
tnd the roquest fer redund snd the judicial setion
for the recevery thercef were both filled euly en
Mazeh 1, 1984, or one doy ofter the expiretien ef
the twe-yniw peried preseribed in Soction 306 of thoe
Tax Cods, plalatiff's sight of sctien hee almeddy
seoscribod as pogavds the eaid ameunt of #4,E08,77
and thaorsfexe this Ceurt hes ne Jurisdiction ever
the saus.,

Gn the ethar hond, the plaintiff meintains
that tho 28th day of Folwusey, 1964, which wee the
lost doy ef the towoyoar peried within which g0 file
the soguest for refund apd the suit feow recomey of
the tax paid was 2 Sundoy, hense, it was legnlly jwe-
i, 1954,
thet “where the day, oxr the last dey, fur deing Sny
288 requived or papuitted by Jay islls on a helidoy,
the net muy be dems on tho mext swecesding bumsinsss
day.* (Ses. 3, Rov. Adm, Cedoy waderscezing sup
siied.) In the {netant cass, the lest day fer the
filing of tho xoquest for yefund and the inotitutien
#4,608. 77 which was paid on Febgmwozy 20, 1952 wese on
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& Sunday tnd thorefors a legesl helidey, ws ape eof
the opinfon and se hold thet the plaintiff heo
satisfastenily complind with the requiremsnts of
Section 206 of the Ten Code when it filed its admi-
nistrative zoguest for refund and the precoat setien
for recowery themsef on the next succsedins bucinsss
dsy, 1.9., denday, March 1, 1984, Hence, this Ceurt
has jurisdiction te hear and determins plointidi‘e
sction fox refund of the sum of #4,608,77 whish was
pald on Fobswazy 39, 1932,

We shall new presecd te dotaraine whothar ex
aet the plaintiff hezein Is exempt from the poymont
ef income tax under Sectien 27 (o) of tho Matfemol
Internal devenue Code which provides 2s followss

The plaintiff contends that undexr Soctiem 27 (o)
of the Tox Code which {3 queted sbevo, it {s exespt
frem the peyment of the incems tax bosause it is &

corpexrotion esganisod and epaxsted oxcluslively fox
e o e e e R e S———— p— RSN —— == _-—nn-—.—";
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educational purposes and no part of its net income
fnures to the benefit of any private stockholder or
individuzl, ©n the contrary, the defendant claias
that the plaintiff was organized for profit and its
sarnings inure to the benefft of Its president,
Vicente Gullas, Hence, the defendant maintains
that the plaintiff {s not exsmpt from the payment
of income tax,

In support of his clafm that the plaintiff was
organized for profit, the dafaondant points out the
fact that in plaintiff®s articles of incorporation
there is no provision to the effect that it {s a none
prof it organizatfon, aond that although the plaintiff
was first orgenized as a nonestock corporation, it be-
c¢ame a steck corporatlon when 1t was reorganized in
1930, and sccordinglv 1t ‘ssued shares of stock to
subscribers who werc all sembess oif the corporatfon,

We find the claim of the defandant without merit.
The mere absence in the articles of incorporation of a
¢lause that the corporation is 2 noneorofit erganin-
tion does not per se convert it into 2 profit maiking
corporation. The determinative factors as to whethexr
or not a corperation should be classified as a prefit
or noneprofit organizetion are its purposes which are
required by law to be statad in fts articles of in-
corporation, (Jesus Sacred !leart College vs, Collector,
G. Re No. L-6807, May 24, 1954) and 1ts sctusl activi-
ties, 1.e., whether it is engaging in business for pro=
fit for distribution among its stockheolders. (Collector
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vs., V, G, Sinco Educatfonal Coxporation, 53 (G 2470),
In the instan® cas2, 5 cursory perusal of the articles
of incorporztion of the plaint!ff corperation would
readily show that 1t was organfzed for educational
purposes « and for no other purpose., and mere over,
the plaintiff since tts oryanization has never declazed
any cash or stock dividend which fact !s adultted by
the defendant (pp. 29, Yemorandum for the Defencant),
Ané as to the chenge € the plalntiff In 1930 ixom
a non=stock corporaticn to 2 siock corperatlon, we are
of the opinfon that this changs 1s lwuatecrial to the
enjoyment of the ‘ncome tex exemptfon., Jection 27 (e)
of the Hatfona! Tnternsl Revenue Code does not make any
distinction between stock and non-stock corporations,
and 1t fe not for thie Court to make the distiaction,

Furthermore, the distribution of stocks at the tilae of
the reorganizatfon of the plaintiff corporation in 1930
did not matariallv benafit its stockholders, Each of
the certificates of stock represent the Interest of the
stockholders in the lacrsased capftal of the corporatlion
which Interest would have been the same even If no cer-
tificates were !seued.

The attention of this Court has been drawn by the
defendant to the plainilfi’'s slleged receipt of rental
income from the Gullss Coilseum 2nd its investments in
other schools located In Danac, Soged, Colon, 51bonga
and Cebu City as an indication oif plafntiff's profit
making purposes. However, Vicente Gullas has satisfac~-

a4



DECISION - Ceu Civil
.

toxily sxplained that the Gullso Colimeum is not
oumed by the plaintiff snd whet ever zent was peld
for ite use went to the owner theresf. And 28 te the
sllcgod Investmonts in other schools, ¥t sppears that
the plointiff doss net own any intepest in them but
tho same are mersly sepsrvised and/or ewnsd by witness
Vigonte Gullse (%.8.n, pp. 45-48),

Another apgumsnt reized by the defendant {s
that all the prefits, surplusos snd propesties of
the plaintiff =il eventually go to i{is president,
Yiesnte Gullos, whe prestisally owns the university,
upen the emxpiretien of its sezpowete enisteonce In
Avgust 9, 1971,

This srgument has slrosdy besn snewesed by the
Suproms Ceurt in the case of Cellsstor of Tatewnal

Ravemus vs, ¥, G, Sinco Educetions]l Cepperstion, 53
©8 2470, whereln It was holds
the u‘ﬂh&m.? .:émm fac gﬂ -
) ok ST (S
t the same will redound te m
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and henosty of purpese fs net challeagod,®

WASREFERE, In viow of the fercgeing sensidero~
tienc,; the plaintiff 1s howeby declared sxempi frem
the poyment of income tax under Sestien 27 (o) ef
the Nesionsl Internal Aevenue Code, 2nd the defens
dant lo oxdered to rafund to the plalstiff tho sum
of 213,811.31 zoprocenting inceme tex exronecuoly
for tho yosrs 1946 te 1950 in the tetel amoung of
horeby deslored nuil and veld, witheut proncuncement
a8 to the sesis,

§0 CRUERED.

Meaile, Philippines, Janusry 22, 1996
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