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DECISION -
CTA CASE NO. =805

el

4., THAST o Nowvemb 1979 it received a

deficiency income  tax assessment dated Qotober 29,

1979 demanding  from petitioner payment of alleged

income taxw  liability of F1IO08,4473%.98 computed by

eapondent by disallowing the expense erumerated

in par. T above, resul ting in a "net income per
investigation” of FLI,489,097.1735;

. THAT petitioner conte

T he sald

smant on Decembsr 1%, 1979

& THAT respondent  made a final decision on

e prote by allowing  deduction  of “coubt ful

accounts wreitten  off" in the amount of P&,292.13

bart it

ating the disallowance of the other two

P

Thems, mamely:

focelerated depreciation,
claim -
Share in salariss, ARSCC

[ 2]

reaul ting in a new demand for payment of

deficiency income tax  for 19274 inclusive of

interes

Alleging  that the reduced sessment of

FHE,H54. 1% 1s without any basis in law and in fact,

wir t.

petitionsr appealed to this O
Tt was established during the trial that in

19274 petitioner waz already registered with the
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"Hoaed of ITnvestments as & referred non-ploneer

tey

for  the production/manufacture of bags

bl i Act Ko, D186, [ o O I TS Yo B N o B

:

datec hruary &, L96% (Exh. FY, petitioner

with the praposal tf B, Zoila O

Jroe . Management Swrvices Manager of Q. Soriano vy

(Anzcor for short) "to conduct special stuwdy or

.

reaview of Trtemoop’ s (petitioner’ s)

policies
and methods  with the end i view of attaining

cptimam afficiency  in its

at the 1

Az presentec v the  partie the for

mlution ares

1. Whether or not the

Froy

pondent of F&O,

acoe b erated clerprere doat i on arc

A as  share In salaries

ared le

’

Waves O

2. Whother or not the a

o i bhed .,

e

Lverclaimed Accelerated Depreciation

(ST e

istered preferred enterprise  ander

Fepublic Aot Mo, 5184, petitioner oclaimed  in its

400



DECISION -
CTA CASE NO. 3805

AV CHNED tans rrer b

-

for 19274, ac lerated

depreciation on  its fixed as

in  the total
ameyant FETE, HOL .00, pursuant to the provisions of
Section  27(b) of  said et Howewver, upan

verification of petitioner’'s 1974 income tax

P e

turn, the investigating examiner recomputed the
accelerated depreciation  allowabls  hbased on the
sohedule of machinery and equipment (Exhs. E & E-1)
furnished by petitioner and found the deduction for

&
accelerated depreciation  overlaimed by P&, I

)

(Gee pp. &7 & 68, BIR recaord
In a letter dated October 21, 1974 (Exh. &,

pp. 97 to 101, RBRIR records

setitionesr s counsel,

sverrirg that  the above findings of  respondent’ s

praminer "cowld have been duae bto the failure of bhe

Wiy bt

o

thini tted to him to_ indicate a

the repairs and  modifications macie 0r t e

machinerias”, attached therewith an analysi

z of the

accelarated depreciation charged for 1974 showing
that petitioner underclaimed by F10.04 the maximuam
accelerated depreciation deduction it was entitled
o under Republic Act  MNo. S186. Ses Annexes O &

A1, pp. PO & 96, BIK records.)

e
[T Y
lal
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'

& comparizon of the computations submitted by

b th [

LIS, UM

1z ed to preisct the

i ffe

£

bhetweerr  them, 15 abttached herewith as
e AN,

relevant to note that the difference

beltwaen  the two computations  lie  only in the

s s b el depreciation allowable on the

machireries

and repairs in the cbrusion Mills

Section, Insofar as  the accelerated depreciation

€ famed & 5oin the obther five ~tions are

concernad, the Reaming Hecotbtion, the [

s Winding

cltion, the Twisting Section, the Weaving Mills

and the Finishing Section, petitionsr adopted the

findings of respondent.

o che ot

that t e crve o L aimed
cledue tion o f aoelerated depreciation on the

mac hirer e

@ repairs  ain the Extrusion Mills
Section in  the amount of FaHO,E92.74 was disallowed
for  failure o f petitioner to dispulte e
correctness of the computation of the investigating
examiner based on Lhe first schedule submitted by

petitioner, {Euhs. B &

aee also pp. 65-~bb,

BIk records, ) The rress 1merdd i hechul e in the

computation suhsequently  submitted by petiltioner

4
421
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ARmneres A & A1, pR. 9524, BEIR

repairs and modifications not

first schedule., which were nobt duly

by petitioner. Furthermore,

notify respondent  which depreciation

prescribed in Section 27(h)

follows:

Aooelerated
the option
with  the
af Internal

depreciated to the
it the
depreciated at

aevpected l1ife
a2l over any
and  expoeocted

(b

At
cordance
the Bureau

may 1)
meye e 1an hwi
tleapr ation
depreciation 1f
n (2) deprecls
=1 five years
iwmomore  than ten (1)
thereon allowed
incomes  Frovided,

the Bureaw
o f

Deprec
o f .
procedure
Revenus,

a0

2]
sk

i

2i.on
wabhle
notifies

A
b

R MR R

FER2

maintains that

Fetitioner

o f the  deduction for

depreciation is not dus  to lack of

wreat of Internal Revenue,

respondent  has abandoned, bt

petitioner allegedly cdid not

computation of the examiner. Tt is

the computation petitioner filed

442

records)

reflected

petitioner

rracte

iation.
Axpayer
stablished by

O mea
Mo

rumber

Moyt ice
whaic
oanly

tlispute

vt h

shows

in the

substantiated

failed to

it would
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and in
assets
of not
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rate of
YERArEG O
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if the
arved the
deduction
That the
of Internal
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allowed by

fived

mal
ten

life
ars
A
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accelerated
to the
h argument

hecause

the

asserted that

resporident
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contained "all the information needed to compute
the accelerated depreciation”, thereby shifting the
hurden  of proof  to  respondent to Justify  the
dizmallowance he made. But since respondent failed

to discharc this burden, his determination must bhe

reversed.
The position of petitioner is untenable. The

Frule i we 'l sttt led that the Commissioner' s

& 5 58

SR i prima  facle or presumpbively correct

arnd the burden aof proof ls on the taxpayer to show

the contrary. To meet the bueden of overcoming the

P A fa

af the Commissioner’ s

determination, the ftaxpayer is reouirred to do more

than COmer Foyrward with the byees

evidence

obhtainalkle., Her  must RS TmIN t e Commissioner s

i

doterminaltion o by An EEEOr, (Steel or Hronze

Feivigy Corp., 15 TOE

Ay L)
fm pointed  out esarlier, the discrepancies

hetween e

wimiddent ' s and petitioner’ s computations

for the accelerated depreciation allowable on some
fived assels, pertained only  to  those in  the
Extirusion Mills Section. With respect to the

accelerated depreciation on the fixed assets in the

ot her sections, petitioner adopted in its

PR
N
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figures in r e

f

spondent’ s

conceding  the validity of

the findings

pondent thereon.
Mo explanation  was offered by petitioner to

acoeoant  for the above mentioned discrepancies

g

thes two computations. T controvert

pomdent s computation, petitioner merely relied
oy ihs computation with  the bare statement that
"all T he infarmation needed by respondent s
examinegr to verify the correctness of the deduction
talken was  asupplied te them", (Fetitioner s
memarancdam, . 44, CTH records), but dintroduced no

v A Cher e vitya e

to prove this. Said

aipitation, standing alone, is angm ] f e

srving  and

it fiocient o t e o

ump i on ot

ooy e b e ey e by oy the determination of

teclly o«

s that the Erere-clery of

proot is o on Uhe Y]

ver conbesting the validity or

cooyr e tre of an as

sament to prove not only that

the Commissioner of Internal  Revenuwe is werong buot

that he (tawpayer) is  right, (Lino Gutierres va.

Collector of  Internal H@Venuey CTh Ho. 804,

Jarary P8, 18hE &

e
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10
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doctrine  of the

ta

correctne o f

AR

Autobus Co., Inc., 2

Feavenue, L6741, Jdamuary 31,

ol lector o f Internal

Tramsportation Co., L-13099

1960, , 107 FPhil. 9&65), the

will merely sustain e
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Court
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1967 .

19 SCRA QO0EL)

present evidence or

in his petition

conformahly to  the

in f ey oy o f the

{(Inter-provincial

af Internal

P8 Phil.

DR

VS Bohol L.anc

I D

-

April

29,

of Tax fAppeals

against the

o f

Jarnaary

1965,

L7075, August 50

n
o f overolaimed

is

therefore

a2, 4a

The amiunt o f
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F71
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disal lowed hy respondent  not only  because it is

re i thee ardinary nor  necessary, but also becauss

the expen wasz  iAncureed  not in 1974 bat o in

presyiouns yesrs.,

O the other hand, petitioner olaims that the
zum of  F71,.5%07.68 was  an ordinary  and necessary
MUSINEES @XDEenSe deductibhle under Section Z0(xa) of

the Tax Uode hecause it was the cost of a project

pEoR

by Anscor angd accepted by petitioner in

19469, Under the agreement, Anscor conducted, on a

continuing bhasis, studies of the management systems

and procecdores of petitioner to o reduce od

of

operation by dmproving ef f G Y
The avthoyity of Anscor to conduct  special

sty oy itione

iew ot pe

s policies  and

mest e under the February 2, 1969 agreement (Exh.

3y dmeladed  "the power o inaugurate or implement

the e

sl ts of the study whether  this will  mean

retention, modification or ohange in  Ttemcop s

[e

av s o} e tes

and  methods of conducting  its
husiness. Jtemoop sbowld be furnished  with
detailed veports of the saild studies conducted  and

mocifications ar changes  made iF any. Your

compensabion shall e b

=] oy e numbier of  men

)

410
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it
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iy Bher o i of srdption, suffice it to

that  the record of  bhe Bare of Internal

brez s Ay o the
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oo e i tenrest imeddent bov o gde l dmouienoy

ant to Yhe proy

Lowrs ot Dection Sy 2YE)

apmbicatile BMational Internal Re

seapeae Coreden

eyt

WHEREFORE , the Court hereby denies the

ion for review for lack of merit and affirms

ecision appealed from at petitioner’ s costs.
S0 ORDERED.

Croveezee 20y Fledyr Mamila, Jume 10,

Orvaiils

AMANTE FILLER

A R B in L Tl cren
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ANNEX "A"
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