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These two . ses, which were gonsolidated
becsuse ‘hey involi: the same  es and simil
gweniilens, 5e sppeals C(Pas deelsnians ef respondent
Comn! i .oner of Inte nal Revenue asses  ng pet.
tiswes B Porvenir Rubber Produects. Ine., the
amae of Phé) .00, P207.68 #37.€79 18 and B2 369.6k
e delcieney " ncome taxes and nterest for ‘he
years 10 1957, 1998 and 1967, respeetively.

Poulitdons . » Aomesti: copporction organized
under the . of the Phi Sppines, 1s engaged in

the sesufactusu of rubbe: shoee. It iz a close

fanily gorporation, 511 its shores of stoek being
owned by the wrviving spovse nd child n o the
i2te Tomad Ce onimo. As of Dagembe: 3. 1958, (te
suthobised e=pitol siock was ¥2,000,000.00, divided
nte h,ﬂ phedes 28 P100.00 wir chess, of whieh
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$0,299,600.,00 had Govm patd. The eees o8RG
M S lote Tesss Geremisw, WeeeiT. sl
nimo, Antonie Gerenimo, . Geronimo,
G bogmsapiie @ (W ue Conswelo G. Ga
end Tf%a 0. Corenel owaed 7,890 chewres o whesl
each, wtd = widow, 6 Plorentina Vda de Geronimo
ouwned enly = shares

According to o income tax returns 0 for
o pean 1996, 1997, 1998 and 1961, yeriileses
hed o deesses of P8k 676, %, #5810
P757.9%0,56 nad #7570, uopesiioely, ol b
neomes = the amounts - #97. . Bk, #5658 026 .42,
PU25.730.42 and #34,32.55., After 1o investiga-
Glem oF pEditiones‘s ‘neome i peturms. FvcEamiani
et on Ootober 30, 1961 defl leney oo
Gamer emounting to #34366.78, #2 434,03 cod $36,-
77%. for 1956, 150 o 19790, puspeetivaly. in-
elusise = e 4# monthly (orest from June 20,
7959 to June 20, 19632. " also cusessed peti-
tione: am Apri’ U, (965 the sum of ¥12,369.6k ow
deficiency income tax for 961, inclusi v of
4% monthly interest for the period s Apr 1 6,
1962 to April |, 963. " delleclency assess-
ments - ted from the ool of the - ~imed
deductions for deprecia ~ of machineri . and use
of rubber ii: mater alsc v the years 966, 1957
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1997 and 1V, TeapeaRively, Aedlesiey of We o
ORIl LEETERy  ERENETy  eS et L L
e greuads et e Dol deble clclasd e 1889 Ls
e owe af PR3, TV MY wewe ek proveR Gs be Sl
lase ol e Teer offisese of roidbeamey, w==ly,
losmands 0. lnjues, Mosroiasy); Bemsssie Qo Sois,
pEslstent mesvierpy Viesswim be Tis. da Geremimo,
wreasmrer; aal Peedlls 0. Qepess . Suebirileel PeeEmiees
e 0ot entiliad o sepresente’iin =wansss
i Court eontending, «wouy o things, o
respondent’c Fight W9 zeeces We EoCialesea e
eoms Saiee few We peass (DI, (19Y7 and 7958 hed
Bl e bl o

(hmdh filure of soRiMemss b pusEs
e [l spsewass SOl ol e 5 eontets
tion on G illimed peeseription « Pespondent’:
right 8 sasass, we take (1% et the preswwlyidem
issue Bae Deen glallaesd v 16, Wenge, we M 10
Easseesanr - consids: thiu guestion,

T™he only lssue in ass eases 1s vhethesr so

not the d! :llowa . by respondent of the deductions
in ques @s (= ‘n aceordance wilh . We v
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doousi e dilmilissnd defuetions i B Peiliee
g aebey  (0) bemmed oF disvetere-ieslheliv
fow 19983 () sepmesssistien ulisseRess Sw 7998
gai TPE0p (5] Sl debte Pee 1990 aed 1981 asdl (W
secty of uPlar Wie meSewisis ivtesdsd e the
Ut Fabbey Gow iodustry of pedl siasay

Yar 1955, W aml 9N

The m=smmits o PMB,000 fujmc i s Dommaen
flee &8 U W8 Gt AestiSio-shadialicrs 0F wil =
tiones it P,000 Gacd, o dipRilemay ese Bemeca
respondent ulsids that they ave met = 0
e L eR FOP FeFEORN). SeiFTiee aedERl L PEEs
doved =6 EeFely dlosedland Gelpdtailess &F walle.
fle based "\ thes'c en the o oy propesi . o
(2) @0 dividend was Geelosad ' petiGienes in the
year 958 s Wetesidng “ee 't had - ned ine
s of #925,730,82 vl oo accummlated surplus
of PIEE, 96098 (bl poticiemar &8 & wiews Teeily
corporatics: (& there waw = d =ty between
the bhonuses of petiome '« direc .« and 0
ployees; i there o we proof = the guality
extent and ucisic of the “orions of i swelplent:
“nd o the bomuses &Fe mot coiine i neeessary
expeaser wilhis W wsasing of Seetion 30(a (1) of
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the iEEenal Lo Revesmss lodi

e jeokificaties rep 0w givieg oF s bammnes

g8 1m e Felciaad W o lineeni @88 [eliless

" o i “‘ Nh_"-..IF m k“' ._""
(G R -hw} % Laew m@v ﬂ&-m
2gme (i e 5 week; U '»fﬂ_.:
F"ﬁ‘”‘\ H.'.— sl -IE'- -ﬁél.m tﬂ"'- lg- l:'ﬁ‘?‘l";i"'
e iiags 3y clp S FeSeeE
h rm:-.‘i?. T m the mother
board aiean, ob =
te o vl ot ‘ﬁ? ey ““i’i
e} . Xpenses n T
-3-.. = not the ecompany
Yo 8 at the :ﬁm of ?--_
Wb dotidsd S0 glien 'wemmveic
000,66 te e - ‘T I
M‘ﬂl e S reald |
g pEelid of ewer R100,000,00 (Gesnil-

l-l- |h Btk i -'.'.:-;' -nh_-i:. t“-y‘l'";—ﬂl'-ll_ Ha -|_1.

It o wali-eetiied Wad G be deliuetibls frss
muim- he Loy et Lo fewmd Gn Commeass
tion for personal - ieces u«hmu.r rendered and
when add . to salarios, 1 must = ‘uacsacb o when
measured  the amount and guality of o e aes
pafiessed @l relation U s business = @e
particular taxpayer:) (el & Swudiv, Ine., 7.
Collector of Interna Revemme G R. Nos. Le 2000
& E-1#10, Osteber 20, 1999 Apuisnide IndusiFies
Corpora’ios ~, Commissione: of Inters HRevenue.
C.T.A, No, 636, June 26, 1960, see also Mertens'
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o oF Poleswl Thesss Tamsilaw, Telc. . Seeq
WA e B9, I S laelant eased, e e
pavls they el e posiplents oF e hemewan iu
FRse sstelisly reflorad S UeR UE B bess
gy . And the Fesssls lae deey de BRGNP,
iy el cEeeRt of G servlees seedsied @
e Domrd of Afpegusne ¥ dp UslvAdms meEdwEe
ither e @FeetE@rs, eNeutEve ifiueie eF (spRris
ment managers of the corpora .

S Gerondmo, - w0 the president .o
el PAERgeR & B FEwmevilos G Y0P waed
il e Gaily Frem 8900 LMo G FobE P.i. A0
genersl maneger i ilerned We pelislon Medd
down 5 s Deawd of Miwatess, s %6 At Wb
the business s cawwde | oo tha® the sl
tured shees ' o ol =8 el throughout
‘Wi countey. Antonio Oeromime v gmlin e g
il weuber of w lieei of @lwsetwre w 1998.
Asiis from walssing vilesss® w thely seapeciise
taaritorias, e w86 i charge of U ammeeEnl @@
dimappreval F swlsi: cemdng ies smstemewe. A
196 he wir elected genera i amd e
the du ' thereof

Mps. Ange « Fores was = oo president i
me=c of the e of Adreetany m 1958 wad Gl
manager i (961. As iaw presidand, ke took Mo
place & the precidest whea ke e cioeat wad a8



et TEeEeF, e mEEeieed e aFEeElL o
dilvappiemnh o s PEGEY Jaesived B B0l
melm e ol over @ TRillippisss. Wieests Spe
e wad U Ferdianiiag AgeRS 2 s R o
maEEger fres (004 pRtil Ads death (m VY. WHe
wad ailse & Peebay of ae Wmawic M purehasisg
agent, he wee in chepge oF the sequicfism of @iy
@starilolly el W the SMEpSSE,; 8E, B8 e
Helng saRRgey; W nitended 0 AUl Wee AECERIGELE
needs . problems of pet oner.

Wep. lessands 0, ldmines wan the & =y
# the ssFmsvtisn. he was alsw 5 meular oF e
board. AL csccctary. she went around the " ffere
ent departments of hc conpuw 10 gee it the
leberass; rumbering aboud Y00, wewisd =ww=ill @®
they should. And ¥pe. Ceonsuels G, 0o, e ww
helped i perimmad Mess Tsastienn. MPE. Plor-
entina Oe caiw wus the towmiur ef the corpora-~
tion., As such, she signed 2 1 check and v "0
charge of 1 4 sgbursements of petit one . ller
eapiatest din 7998 wae Mes. Pacite 0. Corone’
wen worked dad from Bi00 AJM. to W0 P.M.
The » laosas of the ecompany submitioud 5 prowi-
#ional re-ul o together U5 thor pemiti noes
to the cesdaiasl vusawsai, vhe Lodisd offiefial

19¢
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Fessilpls i=m lies of R Fevigplessi Peenipi. B
sheeled nad slgesd as awerage oF 70 s 1008 ga-
salpte & e

el i Pisies Yhe besmses o e effies@nm
e ssmedeiy of e 20eeks revealing il aEbai-
P b6 be o aless SWFHEFRleR SaE b Gemaiaand .
e fiadiegs dhsy Wat I8 e Ref Bw kel e
Fbspeifion WePoel, We AN Foammretl e
Pralembily desessd Weiae et baSesss were deseroed
By e

A segesrtiann off petitiemns s press el WaS
ipesss for W yease 9N, 199 anl 1990 reedily
dheee @AM B daby Fiee S8 e greee ned et ds
mdmmum(mm%m
ineess Yev 1990 and (997 were PNBW,EP6. 0 mmi
PR 368.55 vespeetivaly sadl 18 el dneesse
“MMHMWMHE‘ =
W 2 grees umd Wl leees dewnlly gees e
PP N0 T8 cad P 7I0 e senpeeticely. Tuip
net dasese o setsailiy PI7hW7h.02 wiih Gis Ao
Enleniaes o s Fapresentation sEpsEeee sl Wk
wbey wetaElals., TR ssvepidakeset w5 Fao
Tiashe he velmss ol qualls «F e seFrviges
rendcred W wanagenent and G0 owr niedl i9 & oRf- /
Fiedeat Jertitiestlon few o basms, Mmesessy in
e el of lalsstvy e cespuny 19 cuguged 18
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requires a combination of dedication and good
indgment ard not mere luck. #And more. the bonus
does not appear to be uvnusuel or extravagant in
the Sgh of the capital f the company th¢ gross
and ne’ income for (95¢ as compared to previous
years, the steady progress o the sompany un te
that year under the same managemsnt and the fixed
salaries of the officers. The total of the bomuses
may be more than the per diems the recipients
eoul! have ressonably reecived but one suould not
lose sight of the faet tha per diems and bormse:
do not have the same foundat on and the accepted
measure of ons earnot be ipplied to the other
Respondent makes much of the fact that in
1956 the company declired cash dividends amount ng
te #99,960 although the income was only ¥97.565.90
end in 1957 4t declared cash dividends of P 00 000
and stoek dividends of 200 000 although the ne®
‘neome was only P88 026.%23 but in (958 the com-
pany did not declare any dividend, cash or stock,
although its net ncome wes #125.730.%2 and 162
sceumulated surplus rose up to #366,572.9¢, but
ingtead granted bonuses in the total sum of Phé 000,
These cireumetsne=s cou'd be of s gnificance but
whatever significance they may have must yield to
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et mucgeasnt dessrved 0 beame 1R WER year ol
WAt the ceesEt of Mhe D2eEms dews MR ey e
suFeds 60 U ok and ellly o e Serviecs
prstusead Wil Felotien %0 Ve bemmend & e
seapans - The Tl %9el affer il 49 e Pecses-
sRleEag = e aEND, Tee OecElEted STl el
T TR dese et mesesarily Vikalts Ge s
weter of e gEeat of the lemu weeidceing Mt
Vn mepeaienl d@e00 @ef questien W sEaElov el
e Jeeesiisiten webes Seavilen 89 @ dee Newesss:
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present Taaiiphe o Egaen: e ESRoREE Hawes
Aaikotien eEpemEes.- 7, 30 Muied W e Suprems
Court = @« = for representstien . . deduct~
iom based upsa Fessiyc loswed By e STicePe
e clisERily eeid Hhey eESt W PRfecsd, Weees
i meee fecden % Fefedt Mke wwoest dats W
petitiener Ridh L0 mot swm idenesd W W

We nota Gt s 100 cocessive petlidesas
apifess to Thaws Mroseptation asgResss: 239
o Gimes compensetismd Just 1lke oouiFilae ses
gy fod RieR they (afficars’ wped i make
a8 seosmeling @ Petitiesuss” Tio assertien is

204
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FFottess ond v deam 4% eeRmessonry 4@ EGE Weew
te deluetfBliidy oF Wese (tewE a8 AdEiRGessl
el A e efdenen sl e reRt sy
lobuled Wmees 99eE8 M0 Iopreesintien GllesaRasr
@ EpeERs TheE Sy were @ves W 1k WEfleard.
Vap perpescn = Lpesn G (dedeetien, el Lo
R B e ARTeiTed lan WeE GaReD
46 rected them in 4% fuess WE jetemme o9
FPE ceE 19T B8 SupEveeatuliss CEPIEENE; FEPETE D
o dGotiaed fees eelaripn ond eeeses. A im
e subessed of @ cliilste feats i 188 pERi-
Glems few Poview FAied W tRde dessl, Wddh ase-
FRitese it cemes & seRles. Eakitleaer desssibed
el STl me el Bhan L dsireeipaEily 58
POPPriEaRLE: G GERRERE Ell R L
s gels 0 Dteeua® dEdl At frem awlesias
el beantee. (Pesw. VL & TEI, Petitien fes Review
OB Eiso No. PRy Pepw. IV & ¥, Peblifen S

Wik eopect 55 We bad bt GeinetSess im
e seemt oF BIT 90005 cudi PRI,TWPNG e ABe
Tase P aal W9, FeapelTiy, FeRleleeer
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aie, Gollectien ieStere swew Wom BYEE wi WO
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ansy e webey Wes pRaleayn o wibesy Tk

baajis. Ne (awites ey atGesliles of Vel Cewrd Ge

19) Om Jeme 28, 1987 pRilicess wwels B
e e tRe Becretary +f Tiesaes otellag, onemg
Ry R

(2 Agafa am Busch 8, 998 a intter o ciellias
Gener e Maml W williesey to the Seeretary i
Ploaase. IR chilel, mpeng WkaFe)

() &nd on March C, 959 another ‘atter wis
Jaaiiod by pe t4eeas te . Geeretary of ¥ .
ames. 1% dsfermoll the Secretery “that e Wise
plant iz padii me® L9 spesmtice dss to lask of
particiaviy sew Febber.® (Bsh. &, . 112, BIR
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anil expeutery, petfticEns @il gay o vevRuaEge 2
P paw cont (I8) oFf the capaid st sl dekerest
G2 the pte oFf eee por aeal (18) & =S, eepuied
fyes Mo amtw Gl desiidien Teessee Teed wmadl paild,
previded WMot e conises ccsent Wt may e eol-
laeed @ fadesset dell 15 Be 9606 esed e
msank sesvsoponding (e @ perded i three (7
Vs Yitheut prenouncement o i Gwa o
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