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This 1is a petition for eredit in the amount
of P18,099,00 whieh was alleged to be an overpay-
ment of the incoma tax pald by petitioner for She
year 1960,

Patiticner filed 1its 1960 income tax return
(Exh, "A%), reporting among others its profit of
PO41,4931.8% from the sale on April 13, 1960 of 1ts
Intramuros property, arrivad at m; follows:

Selling Prieca of Tntramarocs

Pﬂtaru c-uoo.oaco-onﬂ-.-o'l,%ﬂ.&jlodﬂ
Deduet Cost of the Property..

On the baslis of its income tax return (lxh, "A"),
petitioner pald the total amount of "%09,531.00 as
income tax for 1960. |
In 1961, petitioner discovered that 1t falled
te ecnsider in 1ts eost of the Intramarcs preparty
the following:
#474329,55 = Balanee of the econtract
priee pald to A. M. Oreta
¢ Co., Ine. in 1961 for

the excavation and plle
driving done on the In-
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sg:)wm property (axh.
# 1,000,00 « Arehltect's fee paid on

June 1, 1961 to Josas ¥,
B

Zaragoza (lizh, "G")

Aceordingly, petitionsr filed an amended in-
come tax return (&xh, “F’) on Oetober %, 1961 showing
that the total income tax due for tha year 1960 was
only #3414, 00 and net P409,533.0U, or an overpay-
ment of P17,099.00, On the same day, respondent Pe-
eelvad a latter &ated September 29, 1961 (Exh, "C®)
from counsael of patisioner aaking respondent that it
be authorized to credis the sum of ¥15,099.00 from
its inconme tax r-tarn for 1961, BPefors thiz request
eould be acted upen, petitioner diseovered again that
the amount of #10,000,00 psid en Mareh 1%, 1961 (=Exh.
“H") to Jnﬂ.- Ve Lnragoss ns architectis fee for the
Intramiros property was net ineluded in the gompute~
tion of the cost of the sald Intremures property.
Petitioner then filed its second smended ineome tax
return for 1960 (Exk, "I'V) on March 12, 1963 showing
that the income tex due for the yeor 1960 was
$391,43%,00 and not #409,533,00 gs shown in the crig-
inal income tax return (Exh. "i") nor P394, 434,00 as
shown in the fipst amended income tex return (Fxh.
“BY), or an overpayment of *18,099,00, (n the same
day, respondent received s letter dated Mareh 3,
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1963 (&xk, "1") from counsel of petitiocner, asicing
that petiticner be granted authority to ered!t the
sald sup of P16,099,07 agalnst 1ts future income taxes.
///Tha oaly iscue 1n this cuse is whather or not
the amount of %),127,9% paild in 1961 for the balance

of the contract price for the exeavaticn and pile
driving services and the architact's feas of #1,000,00
and $#10,000,00, Both pald also ia 19€1, formed part
of the 2ost of the Intramuros property.

The Intramaros property was sold on Aprl

1966, It bas not been dlsputed that the execavation

and pile driving s.rvla:!;l, a8 wall as the architeet$'s
fees, were spent in ecnnsetion with the Intrarures
property., It iz not alse disputed that the expenses
incurred for thess services were pald by petitioner,
It appears that when the Tntramuros property wes seold,
ghess chbligations slrezdy seemsd, and therefore 1t is
immaterial that these expenses were paid ia 1961.

Counsel for respondent argisd thet since petitioner's

returm is on the accrual basis, expenses lncurred

in 1961 2re not deduetible in 1960, Counsel must
be referring to deductidble expanses refarred to

in Seetlon 30 of the Hatlonal Internsl Revenue Code,
~ Ia the case at bar, the exeavation and pile driving

services, as well as the arehitect’s fees, are capltal
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expenditures wiileh are not deductible expsnses but
are neverthaeless chmrgesbla to the cosi of the In-
tramaros prnpart;:jtim; raduelng the resulting pro-
fit from the sals of the sald property from
#8k,v93,.9% as ghown 1m Schadule T of the original
income tax return (lixh, "A") %o #781,1864.29 as shown
in Scohedule I of thas second amaended incone tax re-
tarn (Exn, "D%).

WHEREIORE, respondent Commlssloner > Internal
Revenue 18 Leraby ordered to glve a tax aredit to
petitioner in the amount of #1%,099.00, without
pronouncesent as to eouats,

S0 URDERED,

quezon Clty, July 17, 19695,

glding Juige

%8B COUNCUR:

Ru” ";-I :'r. 'I.H'EliLII
‘ggociate Judge




