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DPECISION

This case comes up on respondent's deficiency

income tax assessment amounting to #82,371,99 for

‘taxable year 1958 issued against the Pniijn Here

manos, Inc,, and raises the gquestion of whether
petitioners Fidel Pelejo, Rosario Pelejo, Jaime
Felejo, Alfonso P, Jugueta and Maria P, Jqu:tl.
who are held liable therets, constituted a "core
peration” taxable as such, when they sold a tract
of agricultural land, situated in the island of
Ballesin, Municipality of Folilleo, Province. of
Tayabas (now (uezon), an'ﬂnn-lhtf 23, 1958, For
income tax purposes, the term "corporation" under
section 84(b) of the National Internal kevenue
Code includes partnerships, no matter how created
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or organized, -julntestock companies, joint accounts

{cuentas =n participacion), associations or insu-

rance cn-plnié;, but does not include duly registered

general co-partnerships (gompaniss golectivas).

None of the essential !act-lin in dispute and
as stated by respondent in his letter decision ap-
pealed from, and which is Appendix “4" of the peti~
tion for review and presented by petitioners Rosarie
Felejo, Alfenso P, Jugueta and Maria 7, Jugueta as '
Exhibits "D", "D—i'. “D=2%, "D=3", and "'l.'l'-.i'. are
sz follows:

(1) Originslly, the land im question
was owned by Pelejo Hermenos, Inc,, a family
corporation organiszed by the spouses, Salva=
dor Pelejo and Juana Alma, and their children,
Rev, Fr. sulogio A, Pelejo, Fermina A, Pelejo
and Paulino A, Felejo, for the purpose of
buying from the Governament a tract of agri-
cultural land in Ballesin, Polillo, Province
of Tayabas, After itz incorporation, Pelejo
Hermanos, Inc. filed the corresponding ap-

~ plicstion for the purchase of the said agri-
cultural land, which was approved by the Govern-
ment, The land was then occupied, cultivated
and plented to coconuts, and after complying
with the regquirements of law, the land was
surveyei and fales Patent was issued on January
€y 1926 in favor of Pelejo Hermanos, Inc,,
which was inscribed in the Dffice of “egister
of Deeds of Tayabas on January 26, 1926 as
Original Certificate of Title Wo. 19.

(2) The spouses, Jusna Alma and “al-
vador Pelejo, died on January 13, 1923 and
August 20, 1923, respectively, -onsegquently,
their shares in the corporation passed to
their heirs, Rav, Fr, Eulogio A, Palejo,
Fermina A, Pelejo and Paulino A, Pelejo,

“hen Fermina died on February 24, 1955 (1925),
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her share wae inherited by the children
Marta P, Jugueta, Maria ¥, Jugueta and .
Alfonso P, Jugueta, Thus, when Original
Certificate of Title No. 19 was issued and
registered on Januwary 26, 1926, the sharee-
holders of the corporation were only Rev,
Fre Fulogio A, FPelejo, Paulino A, Pelejo
and the heirs of Fermina A, Pelejo,

(3) On August 17, 1939, ¥r, Sulogio

Ao Pelejo, Paulino A, Pelejo and the afore-
mentioned heirs of Termina A, Pelejo partie
tioned the sald agricultural land among them=
selves, For this purpose,a Deed of Sxtra=-
judicial Partition was executed wheroby the
land in question was apportioned and adjudi-
cated to the heirs of tha late Fermima A,
Pelejo and the children of Paulino A, Pelejo,
namely, Rosario Pelejo, Jaime Felejo and Fi-
del Pelejo, 1In the same document, Rev, 7r,
tulogio A, Pelejo and Paulino A, Pelejo ase
signed, conveyed and transferred in favor of
Maria b, Jugueta, Marta P, Jugueta, Alfonso
P, Jugueta, "osario Pelejo, Jaime Pelejo and
Fidel Pelejo, all their rights and interents -
in the land, Thereafter, the said Deed of
Ixtrajudicisl Partition was registered and
consequantly, Original Certificate o Title
Ho. 19 was cancelled and in lieu thereof,
Transfer Certificate of Title No, 4650 was
issued in favor of the six persons above-
mentioned, However, they left the property
intact and undivided, and continued to holad

. the same as co-Jwners,

(4) Afeter the th of Marta F, Jugueta,
she was succeeded by her son, Gilberto de la
Calzada, wvho, with the remaining share-holders,
petitioned the fegister of Deeds of Tayabas
to cancel Cartificate of Title N5, 4650, which
was granted, and im lieu thereof, Transfer
Certificate of Title No. 5237 was issued,
Subsequently, Gilbe) de la Calzada sold
his right, interest participation in the
land to Meria P, Jugukta, Rosario Pelejo and
Fidel Pelajo, thyough a Deed of “ale which
was duly #d on Iransfer Certificate
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of Ti;:lﬁ ¥o, %237 on Vescember 23, 19358,

Thus, when the land was sold to “an Pablo

04l Factory, Inc. on December 23, 1958, the

registered gwners were Maria P, Jugusta, Ale

fonso P, Jugueta, Jeime Pelejo, Rosario Pe-
lejo and Fidel Pelejo.

Prom this state of facts, respondent drew
the conclusion that when the owner= of the parcel
of land in gquestion, namely, petitioners Maria
P, Jugueta, Alfonso P, Jugueta, Jalme Felejo,
hosario Pelejo and Pidel “elejo sold the said
property to the @an Pablo 0i1 Factory, Inc., on
December 23, 1958, they cﬁntitut-d an unregiow
tered partnership taxable as a corperation pur-
suant to Section 84(b) of the Tax “ode, in rela-
tion to Section 24 thereof, | Accordingly, 2 de-
ficiency 1:::;.- tax uuil-nt of r82,371,99,
including :.uro!um. compromise and deficiency
interest, was 1ll%lﬂ against tﬁe alleged corpo-
ration, relejo H:k-innl. In:, on June 20, 1962,

On the other hand, petitionars take the
position that since 1939, when Fr. tulogio A,
Pelejo, Paulino 4, Pelejo and the heirs of Fere
mina A, Pelejo partitioned the said -gricultur;l
.‘l.uﬁ among themselves, to 1958, they never ofe-
ganized any cnrpor;tinn and at the time of the

-li-. the owner of the land was no longer th-.
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Palejo Hermanos, Inc., but petitioners herein
vho wera the registered owners of said land as
evidenced by Transfer Certificate of “4itle Mo,
5257, And in keeping the property intact and
uldivldld. they did not constitute a partnership
nor a common joimt stock company, or joint accounts,
within the contemplation of Section 84(b) of the
Tax Code, for in reality they wore marely c¢o=
owners of the land, '
Inferentially, petitioners concede at leoast
that fful thn time Felejo Hermanos, Inc,, was or=
ganized by the spouses Salvador Yelejo and Juana
Alma, and their children, "ev, Fr, “ulogio A,
hhjc. hrﬁu A, Felejo and Paulino A, Felejo,
for the purpose of buying from the Government a
tract of agricultural land in BPallesin, up to
August 17, 1939, when the said land wes parti-
hiunnd.~P-1-jn Hermanos was a "corporation” as
that term is used under Section 84(d) of the Tax
Code, "hile the members a!'thn Pelejo family
- might not have incorporated th-n::lj-a formally
into a cnrpuriﬁlnl under the Corporation Law, it
cannot be denied that th;r at least isunciuild

themselvas informally for the common purpose of
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engaging in agriculture,

At any rate, the tax in gquestion iz one
imposed upon “corporations”, which, strictly
speaking, are distinct and diffdrent from "parte
nerships”, “hen the Intsrnal levenue Code in-
cludes “partnerships" among the entities subject
to tax on “corporatiocns”, said Code must allude,
therefore, to orgenizations which are not peges-
sarily ‘“partnerships”, in the technical sense
of the term, Likewise, as defined in “ection
84(b) of said Cﬂdl.)'thi term corporation im-.
cludes partnerships, ng matter how crested or
grganized,” The gualifying expre-sion len:ly
indicates that a joint venture nesd not be
undertaken in any of the standard forms, or in
conformity with the usual rn&uir-unt- of the
law on partnerships, im order that one could
be deemed constituted for purposes of the tax
on corporations, Again, pursuant to said “ec=-
tion B4(b), the term “corporation” includes, among

others , "joint accounts, (guentas en participa=-
gion)" and associations”, none of which has a
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lagal p-rlaﬁllttr of 4te own, independent of that
of its members, lwuqﬂ'hu ve Collector of Ine
ternal "evenue, G,i, No, L-999&, October 15, 1957,
102 Phil. 140.) ,

Taking the dictiomary définition of amn asso-
cliation as a “"union of persons in a company for
some particular purpose,"Congress by this compre=-
hensive and inclusive word u;lut. to include unine
corporated bodies constitutad by the association
of men to carry on some uar?uﬁ. charitarle or edu-
cational purpose, (0.T. Xamng cholarship Foundation
ve Yera, C,T.A, Case No, 1988, May 30, 1970,
Certiorari denied, G,%, No, L.3249]1, “eptember 23,
1970, citing Sok et al, v. McCaughan, 42 v(24)
618), Among the features of an as=ociation taxable
as a corporation are: (1) title to the prapartf held
by the entity, f!) centralized management, (3) con-
tinuity uninterrupted by deaths among the benefi-
nilllaunar-. (4) transfer of interest without af-
fecting the uuntlnuitr‘at the enterprise, and
(S) limitation of the personal liability of par-
tieipants, (“ee Morrissey v, Coomissioner, 296

ﬁ.a. 344, 56 5.Ct, 289, Commissionar of Internal
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Revenue v, Rector & Devidsom, 111 r{2d) 332, 1965
Prentice Hall, Par, 3224), Treasury Regulations 111,
Section 29,3797-4, (U.5,), specify three of the fore-
goeing features as being sufficient to make an entity
taxable 58 an association, v::,'{x) centralized manage-
menty (2) continuity of existence daspite death of
a partnery; and (3) continuity of the existence des-
plte a change in uun-tihtpi

It is true that in the United States from whom
these authorities are taken, these features are
used more for the purpose of dinﬁinquiuhinq ABE0=
ciations from urmrl‘Mw. Under the Internal Re-
venue Laws of the United States, "corporations" are
taxed differently from “"partnerships", By speci.
fic provision of =aid llii.’lﬁﬁh *unrpurltlnﬁu'
include "associations, joint-stock companijes and
insurance companies,” {(See EFIHQIll;ta v. Collsctor
of Internal Revenue, tupilql However, undar Sece
tion 84(b) of the Tax Csde, for purposes of the
tax ul‘entp-ritiun-. both associations and parge
nerships, no matter how created or organized,
{with the exception oniy of duly registered ge- .
neral partnerships), are included within the pure
view of the term "corporatiohst Consequently,
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whether the intention of the members of the Pelejo
family in organizing the Pelejo Hermaneos, Inc,, vas
te form & corporation or a partn-rnh}p or merely
an association, the same is a "corporation" under i
Section 84(d) of the Tax Code taxable as =uch
under ;-ﬂtion 4 thereof,

Now to the case at bar, it will be noted
that most of the salient features of an associstion
taxable as a corporation as mentioned above were
present in the Pelejo Hérn.nn-. Inc, Organized as
a family corporation for the purpose of buying from
the HG'IIHIIIt'I tract of land, it wgl'utili:-d as
a medium of engaging in agriculture, (ixh,C=1l, p. 133,
CoeTeAs Yec,) The title to the p:ﬁp-rtr was held by the
entity as the sales patant issued by the Govern-
ment was in the hlﬂt of Felejo Hermanos, Inc.,
which was inscribed in the Office of the Register
of Deeds of Tayabas as Original Certificate of
Title Ny, 19, Despite the deaths of Juana Alma
on January 13, 1923, Salvador Pelejo on August

' 20, 1923 and Fermina Pelejo on February 24, 1925,

there was continuity of existence of the relejo
Hermanos:, Inc,, as their shares in the eorporntiul

werely passed to their respective heirs, Since
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the Enrpm::ntinn wvas not terminated or ligquidated
inspite of thase deaths, there was also continuity
of existence notwithstanding changes in ownership.
And considering that Pelejo Yermanos, Inc,, was a
family corporation consisting of members of the
same !mlr. it probably had centralized manage-
ment with authority of one or twe family elders

to make the management decisions necessary to the
conduct of the organization's mm--. fiilllr.
the word "Incorporated” was added to the firm nawe,
and fince 4t dealt and transacted business with
third persons, including the Government, in that
concept, it sesmed clear that there was, or lesst
it created the lnpralllﬁ of, limitation of the
personal 1iability of the members,

_In the ultimate analysis, therefore, there
seems to be no doubt that the F-l.ojo. Hermanos, InCe,
from the time it was organized by the spouses,
Salvador Felejo and Juana Alma, -nd their children,
Rev, Fr. “ulogio A, Pelejo, Yermina A, Palejo and
Paulino A, Pelejo, up to August 17, 1939, when
Rev, Fr, “ulogic A, Felejo, Paulino A, Pelejo and |
the heirs of Fermina A, Pelejo partitioned the ag-
ricultural land among themselves, was a corporation,
taxable as luhh under “ection il (b) of the Tax Code,
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‘in relation to ‘ection 4 thereof, For purposss
of taxation, the National Internal Hevenue Code
makes its own classification and prescribes its
own standards of classification, The term "core
poration” is not limited to the artificial entity

'ululllr known as a corporaticon, but slso includes:

‘le Arsociations.=

The term "acssociation™ is not used in
any narrow or technical sense, It includes
any organization, created for the transac=
tion of designated affairs, or the attain-
ment of some objects, which, like = gorpo-
ration, continues notwithstanding that its
members or participants change, and the af-
falrs of which, like corporate affalrs, are
conducted by a =ingle individusl, a committoe,
e boerd, or = me other group, acting in a
reprasentative capacity, It is immaterial
whether such organization is created by an
agreemant, 8 declaration of trust, a sta=
tute, or otherwise, It includes a volun-
tary association, a jaint-ltnck corporation
or company, 2 “business" trust, a "Massachu=
esetts" trust, a "common law" trust, and
“investment" trust (whether of the fixed or
the managemsnt type), an interinsurance oXx=
change operating through an attorney in fack,
a partnership association, and any other type
- of organisation (by whetever name known) which
is not, within the meaning of the Code, a
trust or an sstate, or a partnership,"” (ivane
gelista Velollector, = . citing TA Merten’s
Law of Federal Income tinn. pe 788,)

2., FPartnership.=
Under ~he term “"partnerchip”, 1t includes
not only a parthership as known at common law
but, as well, a syndicate, group, pool, joint
- vanture, or other unincorporated organization
which carries on any business, financial ope-
ration or venture, and which is not, within
the meaning of the Code, a trust, ostate or -
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& corporation x x x" (Evangelista v, Collector,

Egl;;, citing A Merten®s Law of Federal Ipcome

lllt.lﬂl. 'P. 78".

The term “"partnership” includes a syndicate
group, pool, joint venture or other unincorpo-
rated organization, through or by means of
which may business, financial operation, or vene
ture is carried on x x x"; (Evangelista v, “ol=-
lector, citing 8 Merten's Law of Federal
Income Taxatiom, p, 562),

vwhich for purposes of the tax on corporaticns are
within the purview of the term "corporations", (“ee
Evangelista v, Collector, supra,)

.Wh.n'en August 17, 1939, Fr, Eulogio A, Felejo,
Paulino A, Pelejo and the heirs of Fermina Ae FPalejo,
partitionsd the agricultural land im guestion among
themselves, petitioners, however, argue that “"said
corpeoraticn should be considered as de fagto dissolved
or axtinct, for it has no wore property to own, pos-
sess or administer, Accordingly, Pelejo Hermanos, InCee
ceased to exist in 1939, hence it cannot be taxed
for the sale of the property im question im favor
of San Pablo 041 Factory on December 23, 1958,"

(pe 37, CTA ree,) g

In arguing that at the time of the sale, the
cwner of the land was no longer the Pelejo Hermanos,
InCes but petitioners as registered owners thereof
in the concept of co-owners, petitioners falled tu‘

indicate their nebulous position somewhere in bet-
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ween 58 to how the Felejo Hermanos, IpC., 85 a ¢COF=
poration was liquidated and terminated, And averring
that in keeping the proporty intact and undivided,
they 444 not become a partnercship nor a common joint
stock company, orf joint acceounts, withih the contem-
‘pi-tiun of ‘ection 84(b) of the National Internal
Revenue ‘-ods, they concluded that they were merely
co-owners of the llid-llld. (“ee pp. 35-36, CTA rec.)
In keeping the property in question intact
and undivided, and comtinuing to hold the same as
co-pwners, we note that petitioners did mot liquie-
date and wind up the zffairs or business of the FPe-
lejo, Hermanas, Inc, Az a matter of fact, they
continued and carried on the purpose or business
for which the corporation was organized without
any apparent substantial change, 7The sntity which
they claim to bs & co-ownership barej the same name)
hac the same ﬂullrl;w the Iﬂdﬂltlﬂti-iﬂ-int&rﬂlt‘
of the original corporation partly by inheritance
and partly by donatiom, It resembled in many ways
the Pelejo Hermanos, Inc., 2 "corperation” which
they admit ae included withim the definition of
‘curpur-tian under Section 84(b) of the Kevenue
Code, -
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As a matter of fact, the records show that
income tax returns were filed by Felejo Hermanos,
Inc., at least, in 1954, 1955, 1956 and 1957, The
first was signed by petitioner Resario f'-lnjn Fota~
quio as President and petitioner Maria P, Jﬁqu-t- as
Treasurery; the second was signed by petitioner Fidel
'F-hju as Treasurer; the third was cigned by peci-
tioner Maria ¥, Jugueta ms Precsident and petitioner
Fidel Pelejo as Tressurery and the fourth was signed
by petitioner “idel Pelejo as Treasurer, xamina=-
tion of the items of the income tax returns for 957
:(Elmut ."1". PPe 42«44, BIR records) and 19458 (Exe
hikvdt "2%, pp. 45=50, BIn records) discleosed that
th-n‘m‘ uiuln paid for manager and truiuu.-r.
for bookkeeper, snd also expenses for office sup=
-plies, (

. hile plt.'l.timf- claim that "the data com=
tainad in the incoms tu returnas are indicated by
the employee in the municipal treasurer®s nfl:l.ﬁ
who prepared the same, and the preparation thereof
in such form is a case of formality only,"” such an
explanation shows lllt.lf regard rather than hot.
of mm.tn of the commands of the law, The
data or informstion to be set forth inm the returns

&
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ere for the purpose of establishing or d-t-r-ininq

the correct taxes to be levied, assessed or collacted
from tllpayirl and the return can be used as evi-
dence in any case where the Government is interested
in the result, (%ees Cu Unjiong v, Posadas, 58 Phil,
360). To prepare or file income tax returns for

the sake of formality only is ,therefore, to trifle
with the serious and specific provisions of the

law, as well as to frustrate the policy and objectives

of the “tate, "“hile the internal rsvenuwe laws are

. mot penal in nature, penalties, both civil and cri-

minal, are provided for their violations, (“ee Sec-
tions 73 to 76 of the Netionsl Internal ievenue Code
for the penal provisions of the Ipcome Tax Law,)
And it can never be said that petitioners are ige
._nﬁrnnt of these pinlltlns because they were brought
inte bold reli=f in ﬁ-.- one ;! the several, not
just one, income tax returns which they prepared,
signed anc flled, ) .
Although an organization ua; not legally or-
ganized as a corporation, if it flled » r-fﬁll =
a2 corporation and operated its busine s as a core
poration, it woul: be nnn:li;rnd an association
taxable as a corporation, (#,L, Srown Coal & Coke
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Co, 14, BTA 609,) This would also be true if the

charter had been forfeited as well as where there

. was a valid charter and business was carried on,

although no capital stock was issued, no incorpo= |

rators meetings were held and mo officers or dituctar;

wer=? appointed or elected, (John Crocker, 32 BMTA 861,

aff'd 84 ¥(2d) 647 Knoxville Truck Sales & ‘ervices,

Inc,, 10 TC 6167 7 Herten's Law of Federal Income

Taxation 38A,33) And under partnership law, it

has already been ruled that when a partnership

is dissolved and th; business or purposes are

continued, and the suecessor in interest comtinued

to operate its objects, there is a "de facto parg-

nership” amomg the surviving partners or successors

.:1n interest, (Antonio ﬂuquiol;r Ve “yoip, G.R,

No. L=11840, July 26, 1960, 108 Phil, 947,)
pPetitioners, as luncuﬁnarl-ln-intlrunt of

the original corporation Pelejo Hermanos, Inc.,

having continued and carried on its business and

affairs for which it was organized without any

:h-;q-: filed income tax returns for 1t as a

uurpo:;ttnn; chosen its corporate officers from

among themselvesj upd kept its property intact

and undivided, although they were the registered
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owners, unti]l Cecember 23.‘195l when the property
was sold to the San Fablo 04l Factory, Inc., in the
light of the above, =aid Pelejo Hermanos, Inc,., was
ftill considered a corporation under Section 84(b) .
of the Revenue Code in 1958 and taxable as such
under fection 24 of the same Code, #eocordingly,
we find no vllid';nd legal justification feor can-
celiing or disturbing the 1958 deficiency income
tax assessment of respondent amounting to »82,1371.99%,
including surcharge, compromise and d;licinnur 18-
terest, issued against the corporation Pelejo Here
wanos, Inc, on June 20, 1962, The Beficiency ia-
come tax ns:--Q-nt of the Sommissioner of Internal
Revenue should therefore be sustained,

As a consequence of this deficiency income
teax assessment of respondent Commissione: of Ige
ternal Revenue on the gain derived from the sale
of the propexty of the Pelejo ﬁn:n-nns. Inc,, to
the San Pablo 04] Factory, Inc,, individual de-
ficiency income tax l.itlnuunt notices for 1958
were also issued against petitioners on June 20,
1962 on thqlr net shares of the p:u!it, as follows;

Jaime PelefOo . ¢ s o o s ¢ s o o PD,385,72
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Rosario Peledo . o« ¢« o « « o & 12,457.26
Maria Juguets « « ¢« s o o ; o 12,728,20
Alfonso JUQUeta o « o « o ¢ o o 9,523,768
Pidel PeleJo o o o o o o o o o 11,942,78

with the regquest that plf!-nt thereof be made
not later than July 10, 1962,

The records show that on June 14, 1967 res-
pondent instituted a complaint in the Court of First
Instance of H;nll:._itvil Case Yo, 69798, entitled
"Hepublic of the Fhillppll;i Ve Jaime Pelejo, et,
al.", to siffect collection of the individual de-
ficiency income taxes as they have slready become
final and executory. '

It appears that in the meantime Fidel Pelejo
paid the individual income tax sssessed against
him as well as his proportionate share of the core
pnnu tax and was subsequently dropied from the
complaint, After due hearing, the Court of First
Ipstance of Manila rendered its decision dated
September 30, 1970 ordering petitioners to pay
the deficiency income taxes individually assessed
against them, plus the penalties therson incident
to deliquency excluding Fide)l Pelejo who was pree
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viously dropped from the couplnint. Petitioners,
however, appealed the decision to the Court of #Ape-
peals docketed as CA=G.R¢ No, 48065-R, Pnnﬂinq
submission of briefs by the parties, Rosario Pe-
lejo paid her individual deficiency income tax lia-
b{lltr under Presidential Decree No, 68, and she
was dropped from the case in a Hesolution of the
Court of Appeals dated May 8, 1972,

Brought to the fore, therefore, i the ques=
tion of whethar or not this Court ﬁ:- Jurisdietion
- to take cognizance of the individual d-ﬂ.cilﬁr in-
come tax assessments of petitioners,

The determination of the correctnsss or incor=
tectness of a tax assessment to which the taxpayer is
not agreeable falls within the jurisdiction of the
Court of Tax Appeals and not of the Court of First
Iastance, for under the provision of Section 7(1)
of feapublic Act Ho, 1128, the Court of Tax Appeals
has exclusive sppellate jurisdiction to review on
lpplll.llf decision of the Galliilinl-r of Imternal
Revenue in cases invelving disputed zssessments
and other matters arising under the National In~-
ternal Revenue “ode or other law or part of law
administered by the Sureau of Internal Revenues
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(Blaquera v, Rodriques, G.Re Uo. L-10938, ipril 28,
1958; 103 Phil, S1ly San Juan v. Vasques, G.R. Mo.
L-16814, “ept. 1961, 3 SCRA 92.) The pendency of
the taxpayer®s appe=al in the Court of Tax Appeals
(and in the Supreme Court) have, therefore, the
effect of legally preventing the Commissioner of
Internal Revenue from instituting am action in the
Court of First Instance for the collection of the
tux; {(Republic v, Kexr & Company, Ltd., G.,R, No, L=
11609, “ept. 29, 1966, 18 SCAA 207,)
The petition for review in this case was filed
‘on “Yecember 29, 1966, From December 29, 1966, when
petitionexrs filed ﬁh-lt petition for review in this
Court contesting not only their liability for cor-
' porate income tax ia the amount of #832,1371,95 but
‘lllﬂ allegedly the legality ar.vnlidlty of the de-
ficiency income tax assessments individually issued
againet them for 1958, until the termination of this
appeal, respondent logically is prevented from fie
ling an action in the Court of First Instance to
collect the individual deficiency income taxes,
(Ledeema, =t al,, Vv, “ourt of Tax Appeals, 0.%, No,
L-11343, Jan, 29, 1958, 102 Phil. 931y Republic v,
Ker & Company, Ltd,, suprs,;) The legality or correct-
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ness of these alleged individual deficiency income
taxes has not yet been finally determined by the
Court of Tax Appeals, Besides, to do so would be
to violate the judicial policy of avoiding multipli-
city of suits and the rule on ]is pendens. (Par. (g),
Secs 1, "ule 18, Sules of Court; Republic v, Ker &
Company, Ltd., supra,) Furthermore, an appeal by
the taxpays: to the :uurt’a! Tax Appeals is at
the same time an action for collesction by the Govern-
ment since the latter is a concomitant of the appeal,
(Angeles Elnc;j#: <orperation v, Commissioner of Ine
ternal Revenue, CTA Cnla Noe 1773, Dec, 8, 1975
ﬂii'llld Alhambra Cigar & tig. Mig, Lo, v, Collector:
of Ipternal Revenue, 105, Pnil. 1337, Unpub; Coll,
of int. Rev., ve. Bohol Lend Tramsp, 107 Phil, 965;
Sufiga v, Coll, of Int, fev,, CTA Case No. 676,
ocge 25, 1961y Fernandez Knos,. v, Comm, of Int,
Rev, G,8, Nys, L=21581, L=21557, L-24972, and Le
14978, 5.9‘, 30, 1969, 29 , SCRA 552;)

The faet, therefore, that the court of First
i-itlnul of Manila took nuqui:nu;- of “ivil Case No,
. 69798, entitled "Republic of the Philippines v, Jaime
Pelefo, et al..” which was filed on Jyne 14, 1967,
or after this Court h:s already acguired juriudietion
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over the present appeal and decided the said case
against petitiomers, -hich 4is for t.h; collection of
the deficiency income taxes individually assessed
against them, would seam to show that these indivis-
dual deficiency income tax assessmeat have already
become final, executory and demandable, Othervise,
the Court of First Instance should have dismissed

the complagat in Civil Case No, 69798 upon the ground
that the Court of Tax Appeals had already acquired ju-
risdiction over the alleged controverted individual
deficiency income tax assessments prior to the instie
tution of the complaint and t.heA Judgment in this ap-
p-'ﬂ in the Court of Tax Appeals would constitute res
W between the same pagties, (Jee “omm, of
Int, Rev, v, Ledesma, =t al,, G.*, N,., L-17509, Jan,
30, 1970, 31 SCRA 95,)

“1e appaaring that the Court of First Instance
of Manila, after due hearing, has already rendered
its decision ordering petitioners to pay the defi~
ciency income taxes inﬂiﬂ.h&llr azsessed yqa.lllt
them, plus the p-mluqi thereon incident to delin-

gquency, excluding “idel Pelejo who was previously
| dropped from the complaint, and the decision was
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appealed to the Court of ‘ppeals, this Court must

necessarily refrain from expressing an opinion whether

the individual incom: tax assecsments of petitioners
are included in the petiticon for review filed in this
case and from takimg cognizance of the said assesse o
ments, i !
Aupurdinqlf. pititiunars»nre urdcr-d‘tn pay
the amount of ¥82,371.,99 aw deficlency income tax

for 1958 of the Pelejo Hermanos, Inc,, plus the sur- 1
charge and interest which have accrued thereon inci- ‘

dent to delinquency, pursuant to “ection 51(e) of iho ;

Hational Internal fevenue Code, as amended by Eepublic
Act No, 2343, minus the proportionate share thersonm
of Fidel P-lijp. who has previously effected settlee
ment thereof, | |

WHEREFORE, the appealed decision is hufﬁhr
affirmed, with costs against petitioners,

S0 ORDERED,
Gu-lnn City, August 20, 1976,

AMANTE r !1///;>
Agsocia




