List LIPPINES
L WWPEALS
SiLA

MARGUERITE WOLFSON,

Fetitioner,
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 Respondent,

V)

DEC 18 I&u

Petitioner Marquerite Wolfson seeks bv this ape
peal to set aside the delinquencv income tax assesse
ments of respondent against her for the vears 1948,
1949 end 1950 in the respective amounts of #181,%6;
#71.90 and r:s.uc.ao and to consider the income tax
payments heretofore made by her to the Government for
said vears as full satisfaction of her obligation .,

Petitioner Marguerite Wolfson is 2 resident of
San Francisco, California,

At the outbreak of the last world war, she was
in the FPhilippines and being an American was interned
at Santo Tomas Universitv. -

After the war, or more particularly on April 9,
1945, the petitioner returned to the United States on
a hospital ship and upon arrival wes confined fIn a hose
pital until November 1945 (Exhibits A and 19, pp. 3«5,
Vol, 11, BIR rec.). Meanwhile, petitioner's parents
died on October 29, 1942 and Februarv 7, 1944, vespece
tively, leaving properties in the Philippines. In 1945,
probate proceedings to settle the estates of petitionex's
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parents was initlateu Jiu the Court of rirst instance
of wanila, un Februarv 7, 1346, all the inventorier
properties of petitioner's deceased parents were adjue
dicsted Lv the court to her as sole and onlv heir (Ex-
hioit Fy pe 6, oln rec., vol. Il), subject, amon, others,
.tu a claim of .89,204,00 representing liviny, hospital,
wedical, nursing and funeral expenses incurrea bv peti~
tioner's parents (Lxhibite t ana 3, pp, 7, 27=28, sli
rec,, Yol, 1I). Amonu the invertoried properties res
ceived bv petitioner fronc her father were a house and
lot located at Wo. 1%, Del Pan, Pasav {hereinafter to
oe reterred tu as Del PFan propertv), which tor estate
and Inheritance tax rurposes, were valued at £77,900,0
(Exhinits K and 18, p. 18, 3i¢ rec., Vol., II). However,
in the estate and tnheritance tax return filed on the
estate ot petitioner's father, the sui of ; 20,000, was
Claimed 48 loss in value of the house {Exhibits K and
18, p. 18, oIk rec,, Vol. 1I), which claim was finall.
allowed bw respondent (Exhibits w and 26, p.ilﬁ, dln
rec,, Vol, II),

wn or about Jecember X, )348, the petitioner
to the rhilippines to attend to her various interests
here. vome eight or ten daws atter her arrival {n the
Philippines, she became sick and was confined on bed,
sufferiny trom "shell shock*., >he remained here over
one vear, nost of the time being confined to her ped
and in the hospital, During her sta-w here, she solo

her Uel Fan propert«, nade investu.ents in the Philippines
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and tended to her personal as well as business interests.
The Del Pan propertv was sold to Benjamin Jalandoni for
the gross contract price of #166,124.40 on Januarw 23,
1950 (Exhibits M and 3, pp. 46-48, BIR rec., Vol. 1).
The sum of #3,623.89 was spent in the sale of the lot
(Exhibits MM and 3, pp. 4648, BIR rec., Vol. I).

. Petitioner duly filed her income tax returns for
the vears 1948 (Exhibits GG and 6, p. 19, BIR rec.,
Vol. 1), 1949 (Exhibits FF and 11, p. 16, BIR rec.,
Vol. 1), and 1950 (Exhibits KK and 12, p. 41, BIR rec,,
Vol, 1), claiming as deductible expenses sundrv {tems
such as traveling expenses, donstions, entertainment
and medical, excess baggyage, hospital, doctors, hotel,
etc. which, except for the donation allegedly made in
1949, were totallv disallowed bv respondeat, The dona~
tion allegedly made in 1949 was disallowed by the ress
pondent to the exteng it exceeded the 6% authorized bv
law, In her 195% fncome tax return, the petitioner re-
ported the cost at which the Del Pan property was ace
guired to be #168,304,00, with deductible expenses
ampunting to #3,623,89 incurred In the sale of said
propertv. (See Schedule "D* of Exhibits KX and 12}
and a consecuent loss in the sale in the sum of
¥9,803,49, the difference between the alleged acqui-
sition cost of the propertv and the net price for which
the same was sold., The alleged accuisition cost was
arrived at by adding to the amount of ¥77,900,00, the
value of the propesty as reported for estate and inheri-
tance tax purposes, the uncollected rental qt the pro=-
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porty dus from the US, Azev in the ssount of 2],140.00
and the appeoved claims sgainst the ostates ef patic
tioneax®e paronts in ths sum of #89,264.00. Petitiener
paid the incoms taxnos zaflotted fn the tax »otusrne

After lnvestigation, rospendent ascogsed against
snd domandod fres the potitiemsr deficisncv Income taxss
and surcharps for the tax vosrs In quostion (1948, 1949
and 1950) in tho zespective smounic of H1IB1.56, #71.20,
end D69,616.30, plus & statutorv psmaltiss thereen
ine idont te delinquoncy, end P70.C0 as sdministrative
pansitv fer potitioncz’s fallure te poy on time xoal
estate doalor’s fized tax fer 1946 Lo 1992 (Exhibit W,
Pp. 930-3233, BIR xoe., Vel, ). This sssecemont and
domand is detailed as fellowss

Nat income a8 m m asenssse P W
" tm ExpInsEE wn::u:ae: o
m soe . '

WM ceoBoB00

axadls m“ CeRNGECE0ODRGTOEY |

Ane sme W due m ces00
Losss Tox alzosdv 4886886 occocs

Paficisncy income €83 cccocsvcoos W

e
Kol fncome 28 per 2ORMER so0c00ce F 9 Mﬂ
Adds (1) Entertainment and .
wadical esogss 465 64
(2) Donations in  of

ot income 28 per investigation.. ¥ I,
Loscs Perceonal ' anooa:ﬂ

cuemptien ;
tm.h INCOM® cossscoccocbesecos BT

&5 8
ab & wl
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Income tax due thoﬂm secsseossen I 789.76

Lossy fosumt alvesdy seqeocd
.ﬂ'é Pald s00e0s0000cc000ss00 mm

Deficioncy Income LOX ccecccocecsse (’—_—-____——'-11;_&

a-9187:19%0
LR cocvccosey ¥ 14,682,338
103,090, 51

M Qllmndmofttm
the sals ef Propomrey
(2) Disallewed poxsenal
expenses o
8, Passags #0 +U,000.10

o | Ul osEew 23,924.10
rey 150,00
Hew:.tal.
M.lo 300

!u@ Gonece
Teoetal socon
Less: Living

SEEELENE

inc luded

abOVE cocoeo .
Nat income a8 per investig - 12
Leses Parsenal exemplion cccccovnas & 4
Tanable INCOMe .ccocosececcscasees 4

W&m.w mw»re&w # 50,008,00
B s 1 P
Defieisncy m taz due cscoveoe B EPGLE.BC
On Septembor 8,199%, potitiensr; in answsr te rosc

pondsni®s previous letter of demsnd fer the poveent of

hez real estote doalor’s fiwod tan dolinquonsy, paid tho
sun of ¥937.30 ropresenting said tax fer ths poried frem
the 4th guartsr of 1946 to the and of m(mn@
pp. B7=D8, BIR yec., Vel I). [
On day 17, M.mumpm
essessment wes fillad befexs this Count, I
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in a lattor of even date and xecelved by yes-
pendont en iav 21, 1956, potitionaxr tondsred & sheck
for $333.48 In poynsnt of tho administrstive pemolty
for follues to piv bn tims kis xoal sstate doalen®s
fined tou 1lability foxr ]946 %o 1992 in the omount ef
#70.00 and tho deficiensy incems tanee fexr 1948 and
1949 in the recpective sume of ¥181.56 sad #71.20 (Bu-
hibite W8 ond 3, pp. M1-383, BIR £06.; Yolo 3}, whish
tendar of pawment was sccopbted bv rospindent, As ine
dicated in sald lotter, the pevmsat was effccted te
narrow the matters on the sppsal and te oveid selimuxe
and distraint,

The issuss now befors us ceuld be cendonsed as

mgotumﬂbismmm,u
thmmm»

follomss

(a) e -cn-_t“m:mm
um'_h-m lonar in Ber tiip te
the Philippines in




T

DECIS Iy -
C.Teche GASE NO, 273

tions, etc. aggregating #4,738 Ik all m«
moﬁ vahu f ﬁ
t.m% gross income fer the tu yerr l@m%
3. Whether or net petiiioner derived a
or lasurred lesscs dn the cals of hay Del
an property and in the fopmsy ease, whether
the come i fully tasablio?®y and,
. tﬁ; Whethes w mot m m is lieble
or
m#ut tmw W
On the firet issus as te wvhother or not potis
tionez’s cousa or couses #f aetien om the deficiancy

incoms texes for the tax veaws 1948 and 1949 have sbated

 bv reason of tho paveent thareef ponding this sppesl,

zospendont mainteine the affizmetivo with the crgument
that the failure of the petitiencr te file & pretest and
a slofm fer refund of the smeunts peoid hee: sbated hewr
causs or causes of astion with rospeet to these twe iltems;
thore Boing no mepe fzsue relested thoreto that remaine
to bs decided. %e deo net agree with respondent on this
oeek®. It Is tzue that Iin ordinary civil precesdings,
sstiefostion of the judgmant fezeclescs en sppeal theres
frem. But judicfsl precesdings Invelwing tax cases are
posulisrlv different/ and distinguishable fres ordtnsrv
eivil preccadings.’ The satisfoction or pawmont of an as-
sopsmant does net proclude the tanpswer from presecuting
an mz from the uuimta Section 1L, Republic Act
MMMMt'mwaitmumcmmtot
!mwxau:mwmmnnufum
outisfection of his (tampyver) 1iebilitv®. Hence, the
£1ling of tho sppocl es Mhy i7, 1956 did net syspend the

|
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taupayer to pay the tax and should paveent be made ag
Ankexin, 2t was dane in the instant case, the same should
&n ne wav deprive the taxpaver of hit remsdv under Re-
public Aet Ne. 1125, And althowgh the texpaver hed velwao
tazily paid the same, it did not of itself torminate the
prosesdings nor withdfew the jurisdiction ef this Court
over the caso. It mav be stated further thet the tax-
paver, bv sutherity of Section 206 of the Tax Geds, mav
satisfv ex pay the astssssuent, snd subsequently contest
the assessment bv ssiing fer a refund ef what be has
paid. If a taspaver mav pav the assessaont and lator om
thusly seek 2 zofund of whet he has pald, thewsby vire
twally cantogting the legality of the assessasnt, we See
ne reason whv he should net be psrmitted to challsngs
the defisisncy sssessasnt and measwhils pending the litde
gation pav the deficisscv withewt prejudise te the fimel
outcome of the case, the claim for refund ceguired by
mwtﬁthrmcunmmmwmm&m
mmmavmqghmvummhm
mumamwmepn' Wi, B W
mma-mmmm«mwmw
stalling snother subsequent pstition for the aM of
the pevment under Section 306 ¢f the rmmj
mmhgamaummuummnnnfunﬁﬁuunw
mmunmummm»mfiwnmm
cause or causes of ntk-hmtumwanm
mmmmta! m mm*mm
merits of the case,
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- The fixet questien is whethor or net the twovel-
ing supenss of 21,068.00 insurvod by potitience in hex
twip %o the Philippings in 1948 may bo doducted frem
hex gress incemc. Trovsling expenses sre deductible
fzem grose incemo whon incurred “whilo sway frem hemo
i’ the pursult of & tzegls o businces® (Soe. 30 (a)
{1} of the Ten Cedo ). / Cencidoming thet tscvaling ex-
pensaes are clsceifiod wador the bread tarm of “ompenoee®
for which & deduction moy bo cleimad, thwsc senditiens
must thus be setisfied bafexs a travsl oupsnse dodustion
mey be allewod, te witi (1) the tsnveling oupense muat
be & zoosonoble and necessary treveling emponse; (2) the
supansc must ba ineuszed "chils eway frem hemc® end (3)
the empenec must be inewrsod in the pursuit of CONCOD
(Commaisciener v. Flawors, 326 U.8. 469, 470, S0 L. Bd.
208, 307). Pailuxe te satiely any one of thoss candi-
tiene doctzeys the teavoling swmponss dodustion (Id. 326
U. 8 at 472, 20 L., Ed: ot 208). Havo cll theos cendi-
tions bean satisficd?

Opdinaxily, o texpayexr hos hic hewe in the same
ledality where he has his business. If he maintains
his homo iR a plaes sthax tham the plasc ef his busi-
ness, he doec so for his ewn convenienes. In sush
esse, he {0 net sllewsd te doduet tzavaling supenses
from his place of residsnes te his plaec of businass
snd beck, for the reasen that the exponsss eto trected
83 porgonal, living or family empensas rethas then
business supenses. Se it hee been hald thst & lawyos
practicing lew in No® Yerk City, whe maintainod his

Rty
)
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residanec in & distent pazt of Now Yesk Stats, was
net allewed daoduction of his teavoling expensss cover-
ing his tzips teo his residensc snd back e New Yezk
City. (Goexgs F. Themposn, 6 TC 285, sffirmed (CCAI2)s
1947}, 161 F. 24 185, 35 AFTR 1227.) Ia the casa of
hezain petitionar, it sppoars that imsedistcly after
the war in 1943 she went te tho United SGutss fer
modisal trectment amd cstesblished hey residones thoxe.
She came back te tho Philippines in 1948. Busisg
hor sbesenss, she oppeintad seunsel fer petitisnss
a8 hexe sttomoy-in-faet to menage hor sffeirs during
hor shoenss. Upen hor peoturh e the Philippinss,
che sangclled the pewoz of otterncy. Undox theos
cirxsumstances, ws are of the epinien that seid eupenses
sre mexe in the nsturc #f poBoenal then business ax-
panscs, and ths deeision of recpendsnt dicallewing the
dodustion must bs sustained.

#e shall new datermins the quastien regaxding the
and denstions in sxcess of €% (n the sum of P83.44, all
incurzed or madc in 1949 snd the deduction of which wes
disellewed by zscpendont.

 Entertuinment and modical expenses - Undar Soctien
0 o) (1) of the Tax Code, & tampayor is allowsd o do-
duet “all the srdinsry snd necessary smpenses paid ex
incurzcd during the tamable yesr in earrying sny txade
er busingss®. (S0c slae Cellecter we. Philippine Bduca-
tien Co. , Ine., G R Neo. L8308, May 30, 1986.) In the
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instant case, we note that the entertainment expendi-
ture incurred during the vear 1949 was inseparably toe
talled with the medical expense defraved in said vear
(see Petitioner's Income Tax Return for 1949, p. 16,

BIn sy:Vol. I). " .

7‘ The medical expenses allegeClv incurred by petie
tioner in 1949 cannot be deducied because thev partake
of personal expenses and are expresslv . @8 non~
deductible by section 31 of our Tax Gode, However, cone
sidering that the entertasinment expenses which are de-
Mtﬁhummtmnmmwumlmm
together with the medical expenses which are not deduc-
tible, we have no means of determining the exact amount
incurred uncer eacha. lioreover, entertainment expenses
to a certain extent are personal expenses., Consequently,
in the absence of adequate evidence in this regard, we
have no means of determining whether or not the item re=
presenting the entertainment expense is opdinarv and ne=
cessary Dusiness expense or personal expense (Mertens,
Law of Fedezal Income Taxation, Vol. 4, Sec, 25.78, pp.
468«469) especiallv because the results are frequentlv
mmmoq..tlnmund proof is on the taxpawer to
show that such expenditure was prisarilv business rather
than personal expense (Hicks v. Collector of Internal
Revenue, C.T.A, Case No, 38, Octobex: 19, 19%5; 52 0,6,
No. 6, pe 3157). Upen this foregoing lack of satisface
torv and positive proof, we are constrained te uphold
respondent's disallowance of the alleged entertainment
and medical expenses in question,

342 337
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#86.44 representing donations In excess of 6, The dis=
allowance is supported bv Sectien 30 (h) of the Tax Code
vhich authorizes the deduction from gross income of a
contzibution or donation to institutions or asseclations
therein enumerated in an amount not ;Ln excess of six per
gentum 1a the case of an wxvmu.J

As pegards Lhe traveling expense and excess bag-
gage tmg in the respective sums of £3,934,10 and
#150,00 claimed for the vear 1949, for the same reason
stated as regards the traveling expenses c¢claimed for the
vear 1948, the disallowance should equallv applv here.
Likewise, for the same reasons as heretofoge discussed,
we hold that the medicel expense claimed pv petitioner
as deduction in the vear 19% was propexlv disallowed bv
respondent.

#e now come to the lssue of whether or not peti-
tioner derived gain or ineurred less in the sale of her
Del Fan propertv. Fetitioner contends that she sustained
a loas of 15,603,49 from said sale., She claims that
the sums of #1,140,00, representing the uncollected reat
for the lease of Del Pan propertv bv the US, Arxmvy and
#89,264,00, representing the claime approved bov the pro-
bate court against the estates of her parents, should be
added to the appraised velus of the D¢l Fan propertv in
the amount of #77,900,00, less the amount of #3,623,89,
which was spent In the sale of the propertve Agcordinglv,
the velue of this propertv at the date of its acquisition
was #168,304,00, Conseguentlv, there resulted, as con-

343 | 236
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tended, a loss of #5H,R03.49 iIn such transaction., 8«
wav of alternative argumnent, petitioner mzintains that
.ven assuming that there was & gain in the sale, the
tax theref.r c..ould de cut cown to 3k for tne reasun
that the property wos a capital ssset, Jontrariiv, rese
pondent maintains that a gain of #104,6C0,51 was resltzed
from the sale, & 3vers that, for the rurnose of daters
mining the Jain or lass arlising icim the sale, the 2asis
should Le the valuelof the Del Pan propertv as reportec,
in the estate and inreritance tax return amnd aporoved bw
fime. AS urgeac bv respoindent, the value vt the propartw
at the time of sale wes 2%7,900,00 whick {3 the rasult
after deducting the loss 3f rQD,UUO.(L)ffom the scquisi-
tion valve of the house, As the &zount realizew on the
sale of the property in 19%0 was ¥ 162,500,5]1 there re«
sults a difference of 104,605,155 which represents the
taxaonlie yaln, nespondeni contends that tne entire gain
{s fullv returnable and tuxacle wociuee tne el Fen proe
pertyv was an ordinar-- 2sset of retitioner.

ihe iaw applicaole in tne aeterminetion of caln
or 1086 resalting from the sale of petitioroer's oropert-,
is found in oection 3% of the Tax Code which reads as
follows:

- -
vec. oL tes conaya e Ly sl g 1037 :

[+ Ml
x : X X X
*(b) In the case of propert- acquired on
cr arfer o ¢ 4 raly . o:sie@ hyaiyce a0l

tairteen, thoe cost tnereot li eEG., . uierLv
W85 aC.ulfLu Dv Nurc 4a-n or the fal. v .ol

311 43
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price or value as of the date of the scqui-
sition if the same was acquired bv grstui-
tous title." i
As the prepertv in question was inherited bv pe-

titioner, the basis thereof turas upon the guestion of
what was the fair market price or value of the Del Pan
property as of the date it was inherited., Section 139
of the Income Tax ilegulations (Revenue Regulations lio.

2 of the Department of Finance) which implements said
Section 35 of the Tax Code defines the texm "fair market
value® in relation to propertv acquired bv bequest,
devise, or inheritance, 2s followss

-

"x x x In the case of property nmm b-r
Mt. duv:.u. or mmma. _ alu

As afora-stated, the Del Pan propertv was returned bw
petitioner for estate and inheritance tax at a value of
#T7,900,00, This value was previouslv approvedé bv the
probate court (ses Exhibit H, p. 28, BIR rec., Vel, II;
Exhibit F, p. 6, BIR rec., Vol. II). However, the sum
of #20,000,00 was claimed as the loss in value of the
house constructed thereon, which claim was allowed bv
respondent, This u} e(:m.wo «O0 tlnuld. thercfore,
be deducted from the £77,900.00, the returned value of
the Del Pan house and lot (Sec. 89 (1) (8) Tax Code),
mtlv. the value of the Del Pan property as ap-
praisad for the pyrpose of the inheritance tax is, as
correctlv found b+ respondent, ¥%7,%00.00, Deducting
this amount from the net selling price of © 162,%00,51,

a gain of ¥104,600,15 was 7.11:«! b petitioner from ,5,,4
the sale of sald propcrga 5!: find no merit in the con-
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tention that the debl of the estates of petitioner's
parents In the aggregate amount of #89,264,00 should
be considered in the computation of value of the Del
Pan propertv at the time of its acquisition bv petie-
tioner for the reason that the proper basis for the
detoraination of the fair markei valus of such propertv

at the tlue of its acguisition iIs the value of the pro-
pertv, undiminished b~ charges. (S5ee Crane v. Comaise~
sioner of Internal Aeveaue, 331 U,S. 13 91 L. Ed 1301.)
doxr 1s thexe anv merit in the claim that thes sum of
#1,140.00, representing uncellected rents froam the U.S,
Armv sheuld be considered as affecting the value of the
propertv for the reason that the same dges not form a part
of the velue thereof,| de that as it mav, with respect

to this alleged uncollecged rents, the petitioner is still
free to pursue whatever legal or administrative remedv

or remedies are available to her for the collection of

the same.

As regards petitioner's alternative argument that
the gain realized trowm the sale of the Del Pan propertv,
if at all, is returnable and texable onlv at 50%, we find
that sald propert~ has not been used in petitioner's
th as real estate dealer. “iere ownership of
houses, or other buildings, even when one receives rents
therefrom and occupies oneself with the maintenance and
repair thereof, has been held not to constitute business.”
(Arguelles v. Meer, G. R, Mo, 3730, April 25, 1952, citiag
12C.JS. p. 772, in turn citing decisions from Califernia,
Kansas, iMinnessota, Nebraska, Ohio and Texas.) MNorveover,

L <
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thore 13 no sheming that this peeticular preperiv was
zonted out prier and/er subscocquent to the time of fts
loase by the US. Armw. We are Inclined to the belisf
that the pavment made bv the U.S. Avmv was § compensi-
tion for the damage te potitioner®s propartv 3¢ & dump-
ing ground of its sucplus geeds. Hervover, It was but
s cinglo end iseiated transsction, brought sbout by the
onigencies of war, which cempellod the American smiliterw
owtheritios te unlosd and dump thelr supplies slong
Devov Beulovird whers potitiener’s proportv is lecated,
Tho Dol Pan propartv cewld not, therefers, be daemed te
have boen used in potitionar’s business se pesl estate
doaler. (Jwpseial v. Gellceter of Internal ROVORNO ;
G &, Ne. L-79D4, September 30, 1955), Honce, the pro-
party constituted a cupital assot ef potitisner (Sse-
tien 34, Tox Gedz) and since it was held bv pstitioner
for more then twelve memths, the gain reslived frem fits
salo is poturneble snd tomcblo enlv, st 30X (Sec. 34 (b)
{2) of the Tan Cedc) as cantended by m:.tumz;"}j

WG new gome to the last fssue whick relates Lo the
tmpositfen of the 30% surchargs. In dotormining the
logality of tha impecition of the 3O% surcharge bv yes-
pondont, it would be well te leck inte our jurisprudence
on the matter. | The priscsple fe well-settled thet frmud
can mevor bo prosumed (Ds Reds w. Lelk, 48 Phil, 104,
queting 12 REL 486 Menzi & Ce, v. Bastida, 63 Phil. 16).
Rospendont hoving elleged faowd, it Is incumbont upen
him teo preve its existonec., Iince proof of fraud must
conter on Wwilfulness® as its crueisl ceve, and "wil-

i ) g "
i?? 4 (i gg ;@L
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fulness® being snmeshed as It must bo.wmh ®intent™
opd “stats ef miné®, it is bardlv suseoptivle of preof
by diroct ovidencs. Cizeumstantisl evidence is theres
fexe odmisstble on the issus of frawd (U.S. v, Cemmer-
fexd, 44 7 (2d) 28, 30, sited bv Bolter, Fraud Under
tho Foderal Tax Law, p. 394y LL Yae v. Collectar of Inm-
toznel Rowonwe, C.T.A. Case Ne. 30, July 31, 1996],
RecOvoz, it is cmough that the degres of proef be clear
and ssnyineing. (Griffiths v, Comm, 50 F (2d) 782,
sited by Mertens, Low of Fedars]l Income Taxatfion, Veol.
10, po 29,37 (.

#ith tho fercgoing well-getablished rulas in mind,
we find that respondant fufled to prowe the commissien
of fsoyd bv patitioncr. The fests as sstablishod do met
sloaply 2md convine inglv show thet petitioner filad a
faloo ex frsudulont return with Inteni te evade pavmont
of samoe. The crux of the cemtreversv rolative te whe-
thor shgre was & gain or losc in the sale ef the Dal Fom
propogty 1ios on the prepristv exr legality of adding the
mg roprosenting the claims againmet the estates of
potitiensr’s parents and the uncollscted rents, te the,
ssquisition value er fair markst price of sald propertv.
Apd, Lf at oll, the erroxr of potitiensy consists of an
henost misspprehension fer whish sha should net be charged
with ond penalised for froud. Memoovar, petitiomez, in
an ouplanatexrv nots te Schaduls "D* of hor fnsems tax
zotuzn (Exhibits KK and 12, p. 41, BIR 2oe., Vel, 1I),
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dgtermined the correct sequisition value of the preparty.
By reforring te the pertiment recoxds of Estate af J, N,
& B, Yelfson, Case Mo, TOOT3, Court of First Instance

of Manils (cltod in sald Scheduls “D®), respendant could
heve vorified the corrcectness or imcerrecinoss of the
goturned ccquisition valuo ef the Del Pan prepertv. With
this Sghodule D" sttached thorete, petitiensr’s incemo
tax roturn could not hawe nisled respondsat from amiving
ot the cerrect wquisitien price of the propertv, And
even in the absence of the Schedula, respendent could net
Likewise be wisled because, bv the mere fact thati he pre-
viousi- ssssssad and eollsetod the inheritsnce t2x on the
peoporties of petitioner’s perents, he is charged with
baowiodge of the caerect sequisitien value of the Dal Pan
propextv, which {3 s part of sgid prepertics. In fine,
petitionar has not boen cloerly and sstisfesterily shown
to have 7ilod » false or fraudulomt return with intent te
avade the pawment of taxzes,

WHEREPFORE, the deg¢ision appeeled from is modified
ond potitioner is herebe erxdereod to pov te the roapen-
deny Cellcetor of Intermsl Rovesaus or his swtherised da-
puty the sum ef #30,238.00 ss doficiency incems tax fer
the vear 1990, »rab wowpuied . In Annes “A° hescef, plus
ourcharge and interest thescte Incident to delinquangv.
¥e doslare the inceme tax pavmonts hervetofere made bv
patitioner for the vears 1948 and 1949 s full satisfec-
tion thereef. ®ithout proncuncement as te cests,

SO CRDERED .
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Not Income as par ZoluUTh ccecveccccvenecs F14, 682,38

Adds (1) 30K of capital goin frem
~ the ssls of Del Pan
mt" EsBLOPIREREDEDER GRS 52@%&5

(2) Disallowed pezsensl
supanses -

8. Paspage to UsS .o $3,934,10
b. ..“m = $UCETS, 1%0.00
€. Hospitel, doctexs
hotel, doma-
tions, ete, <.. _4,798,7:

Totsl sccccocovovovs "-@“mn“

Less; Living ex-
penses Lincluded
DOV cocsvssiens

Mat INBOME coovooeseesssoesscensscscenas ¥ IS, 000 48
Loss: Popsonal oxoaptien .cscscseccsones 800,00

Tonokle INCom® sco0ceccsoscossascssacane ¥
m m u " &“ﬂk‘@“‘@@@'b@@w ,”gmm
Losss Amount alre sspested on

m '2@91&@” waS m enssosne __ubnul "',_'=.-i‘.’.
mm income tam GUE secccsnesvscae m
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