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Appeal from a decision of respondent Come
missioner of Internal Hevenue holding petitioner
United "quipment & Supely Company liabie ‘n the
amounts of #10,864.,26 and #3,291.02 es edditioral
tax on unreasonsble accumulation of surplus far the
years 1957 and 1950, respectively, levied and
imposed under Jevidon 25 of the 'atioral Internal
Tevenue Code.

4&1‘ 25 a) of the Revenus Code, with certain
 exceptions not herein applicable, levies an addi-
tional tax upon & corporstion formed or availed of
for the purpose of preventing the imposition of
the incdae tax upon its shareholders or the share-
holders of any other corperation through the mediim
of permitting earnings or profits te accumulste
instead of being divided or distridbuted: and Seo-
tion 25(e) provides that the faet that ea'nings or
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The agasessoent tur enressonable

of the Matiasel internal levenue Codes - o
Sivce the Tinding by resrondent that petie
tioner accumblated serninge and pofits beyond the
Peasoesble needs of the business finds sugpert in
 Hhe evidonge, the ﬂllt guestion therefore e sdwthﬂ'
. ’-WMM sustalred the burder which mot;
yzhn 25(e) placee upo 1t to oversdn = “the ore-
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suny tion t.‘;at it was svolled of Cor the grohibited
purpose. ‘nuch premmyttion arlses Uy virtue of the
finding that petitioner acomilated rollits beyond
the reasonable sceds of itp msiseses L8 coarlisr
stated in this Jeeision, onder Seetion 20laely the }{
feot that sarnings oe profits of ¢ euprporation m:
fermitted o asouwilste beycnd the ressonsble nesds
of the business s Aetersdnetive of the purpose te
aveld the tux upm shareholders, imless the Qorpore~
ton shall move to G costrory 1 8 Slear pRes
pomderacoe of che evidenues The lew Wierefere o
poges w.upﬂil!m e duty € Bagute such 8 pure
pose by o clper rependeranse of mm*
Fetitioner seeks to Jratity tlu sesmzulation
ﬂmm‘hm mqmmt it tad delinite
plane of M leareheld rights end dn.rovemente
on the premioes 1% vus sebupsings Boty e¢ Los ale
ready Leen stsicd abovey wnile 2 tarly &8 Regenber
29, 1955 ¢ resolution uﬁl speroved by petitioner's
foard dbinutm luﬂu»!.tﬂnth tyangfer of
#200,700000 Froe the surplus seeount of tos @of porie
tion o' tue reserve saccunt l'er the sequisition of
suld legsehold rights and izprovesectsy toe asount
WaS never nrm:lt ler the purpese intended but the
ssmo vae reverted to sarplus susetise in 1542 of

1583.80d recspitalizedo (Seo ppo 22923y tos.n,) o1
Gonsidering the lapse ol tise frce 1955 when the o
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ihe eoffers of the gorporatlon ‘n 1957 o= well as ip
1998 (ppo 1778, t.s.ns) without presenting dveiment-
“5w evidence to bolaster the seme, Apsrt from be ng
unsubstantinted, 1t 12 belled Ly the rigures re
fleeted in veti'lone:r's 2tatemen: of Income and
Belance Shee®. (Wxhss 3 & 4.) As of PDosenber 3,
1957, petitioner’s total capitsl amounted te #735,-
(US,233 end as of Deeember i, (1950, P78 00,58,
Its statemen of income showed tha' 4 hed an
operating expense of only 9133,731.,29 for 1957) and
P139,963:05 for 1958, Its serchendise in transi’
was valued at P6.,5699.57 for (958, These figures
eleavly indiente that petitioner wes ir a strong
finencial posi on and had sufflecient fynds to meet
the anecipated noeds adve ted to abowve. Moreover,
petitioner’s cssh on Land end in the bank amcunted
to $95,026.50 for 19975 and P62,0627,7C fesr 1958,
while its net income amnunted to P36.828.62 for 1997
and 3%,\3!»90 for 1958, Ve ser no reason; heree
fore, for 'he retention of current easnings fow
larger working capital, .

n deteraining whether the taxpaye: Jor a cer-
*_uin year sccumulated qml"lu beyend the reasomahle
needs of its business, we aust consider not only the

undistributed carnings or penfits for that year, but .

the eurpins, if any, alrepdy sceumulated; the assets
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