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»DECIDION

Fetitioner, & corporation filing 1ts income tax
returng on the calendar year basis, was required by re-
spondent to pay the rums of PG6,627.10 and #314587,.70

‘as deficiency income tax and delinguency penalties for

the year 190£, The basis of the assessuents was the
application, effective July 1, 19560 of the new corporate
ineome tax rates of 291 and 319% preseribed in Hepublic
Aet Yo, 5431, whieh inereased the 0ld rates provided in
Section 2% of the Nevenue Code, as well as the disallowance
of pat:lﬂtianer‘ s ¢laim Tor deduction for recruiting, solie-
iting a:m representation expenses 1n the total smount
of 19,544,086 1n 1ts 1960 income tax return. In com=-
puting petitioner's tax liability in the aforessid dig-
allojed items, responfent applied the increoased rates
provided for in Republic het 5431,

In 1ts appeal to this Court from the decision of
respondent dated April 30, 1970 denying its request for
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rcconsxgtration againgt the azaessment, petitioner con-
tends that under Jection 10 of Republic Aet lo. S431
which provides that the provisionsz of said Agt "shall
aprly to income for taxable years beginning after June
30, 1966", the increased rates are spplicable only to 1its
income beginning January 1, 1969 and not July 1, 1966
singe its taxable year, which is the calendar year,
begins on January 1st and ends on December 31st of sach
year, fespondent, by way of speeial and effirmative
defenses, contends that the new rates under Hepublic Aet
No. 5431 apply to income earned beginning July 1, 1965,
regardless of nhathaiicorpnration computes jts {incame
on the calendar or fiscal year basis,

Doring the hearing of the instant case on August
21y 1974, counsel for petitioner manifested in open court
that petitiocner is submitting the issue as regards the
assessment of P31,507.70 for deeision on the basis of the
doctrine laid down in the Yanila Times case, With re-
spect to the assessment of F6,627,10, petitioner mani-
fegted its willingness to pay the zame, Respondent on
the other hand submitted hls case for decision on the
basisg of the records of the instant case,

¥ith respect to the date of effectivity of the new
corporate income tax rates provided in Republie aAct le.
5431, 1t has been held trat, in fh- case of calendar year
gorporations, the new rates shall apply to thelr income

beginning January 1, 1969, since that is the beginning
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of their taxable yesr after June 37, 1968, (The

Manils Times Publishing Co. v. Commissioner, C.T.A. fo.
2263, Pec. 17, 1973, cert. denied in (., Bo, T=-3B15h,
May 10, 197%3 Pepeieco, Inc. v. Commissioner, C.T.A, No,
2245, PFeb. 19, 1975, and cases cited therein.) According-
ly, it was error for respondent to reqiiire petitioner

to pay the sum of ¥31,577.70.

WHTEFFORY , the decision appesaled from in regard to
the assessment in the ancunt of $31,587.70 is hereby
reverssd, ilowever, petitioner 1s hereby ordered to pay
the sum of F6,627.1C as deficliency income tax for 1960,
. 14ab1lity therefor not being cortested, together
with the eorresponding interegt arnd surcharge ineident
to delinquency &8s provided im Saectior 51(e) of the
Revenne Code, as smended,

IC ORD®RFD.

uezon City, Tetober 15, 1475.
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