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DECISION

Petitiocner appealed frow the decision of re-
spondent Commissioner of Internal Tevenmuie holding
said petiticner liable for 195 delicisncy ingome
tax of 273,616,590 computed as follows:
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Net loss per return . , . - (P 16,504,12)

Addy Undeclared inecome
Mmmmtmm

"h: due thereon - e 2091.00
Mlmﬂnmqr,.._,_:ﬂ :

Fetitioner, a duly registered domestic cor-
poration. 1s engaged in business as a enstoms
broker with offices at 204 Paramount Investment
Building, 534 Resario 5t., Manila. On June 6,
1956, petitioner informed respondent of the loss
of i1ts bookes of mecounts covering the years 1950
to 95%. On aeccount therecf, petitioner paid a
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Fetitioner manifeated its eonfopaity to tha
foregsing srsessman of ¥h,i76 .50 by sigming en
dossmiy 1%, 1998 the mimecgraph form of the Closing
Agswement but the sane wis not approved or sigued
% the then Cellector of Tnternal Nevunue.
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puted income tax essessment was based "on the

best obtainable evidence'. We uphold the affirs- ;
ative view. In the first place. petitioner cone
veniently lost 1ts bDooks ef secounts to avold

and prevent any investigation of its internal
reverme tax liability. Second, the reported loss
of petitioner's Leoks of secounts covering the
years 1950 te 195% was only made on Juge &, 1956,
theredy showing a Aeliberate intent to delay or
gcover up ite tax 1iabilities for srior years.
T™ird, the reeovery of the general ledger un-
devhtedly balonging to petitioner and containing

& summary of its business trasactions constitutes
the beat evidence obtainable under the eircumstances.,
Feurth, an anelyeris of the accounting entries in
petitioner's ledger indicates that the amount of
P220,399.72 debited to cash snd credited to sur-
plos on December 31, 19% is inceme to petitioner.
And finally, petitiener’s failure to presept any
evidence to show the incorrectness of respon-
dent's saosesament during the administrative hesr-
ing of the cese on the merits conducted by Legal
Wrficer Teodolfe Yerro, Jr, of the Appell
Pivision, Sureav of Internal fevenue, establishes
a presumption that the disputed assesssent 1s
ripa fagle cofrect. Thus, in the case of bohol
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made to rest on the presumption that the eccnditions
exisgting during the tax years were the same as
those Iin the prior yesrs; and where the entries

in the taxpayer's books of secounts were never
sade tue basis of respondent’'s assessment. Con=
sequantly, we have to adhere and adopt the doctrine
laid down by our Supreme Court in the disputed
ipcone tax cage of Jllliam il Ja0, Juara.

l’- In assailing and impugning the validity of
m:ﬂ“l deficisney income tax assessment
against petitioner, the latter contended that
the disputed ameunt of #220,389.72, which was
debited to cash and credited to surplus on De-
n:-h-r 31, 195% as an sdjusting entry in the ledger;
represents advances or deposits made by the importers
or consignees of goods intended te cover duties
and taxes which may be due from them. e cannot
subseribe to the pretension of petitioner on this
score because, if petitioner's sllegations were
true and correct, then the ecorresponding credit
entry in the ledger should not have besn posted to
surplus account but to deposit secount or accounts
payable by listing thereunder the names of the
‘depositors or ecreditors becsuse the alleged de-
posit constitute a liability of petitionmer to 1ts
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customers. Moreover, petitioner's witness testi-
fied that the 28id deposits were not posted in
the ledger but on other papers for record pur-
poses. Put ever assuming grguendg that petitioner's
theory is correot, stiil it falled to adduce sotie-
factory and convineing evidence to rebut its ere
roneous aecounting entry.

Petitioner vigorously sssailed the 195% de-
ficlency ingome tax assessment of #73,636.50 on
the ground thet its gross capnings frog all sourges
from 1950 to 195k, inclusive, never resched the
amount of P220,389,72 in any single year as evi-
denced by Sxhibit 1-3 (pp. 61=63 of the ledger),
1temized ar follows:
Zoar Beliveriss  [Filing  Ercherage Iotal
19!;: lﬂm.zﬁ 4; 'ﬁ%z}: - r:::w:zg 13.3625
13& 90231’3331 126986 .1 1:00 1 u’ 75047

On the basis of the foregoing figures, we
sugtain the argument of petitioner that the amount
of #220,3°9.72 appearing on the credit side of the
Surplus Aecgount of the ledger dces not represent
unreported income of petitioner for the year 195%
only. UHeonetheless, the sald smount of #220,389.72

should be treated as unreported income of peti-
tioner from (950 to 195%, irelusive, following the
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liet income return
Addy Undeco income

Tax due thereon (207)
Addy 508 surcharge
Total smount due

1 P, 578,00
1951 131:&31&

1552 o 224,00
B, dei

WHEREFORE, the assessment of respondent Com-
nissioner of Internal "evenue against petitiover
covering the years 1950 to 1956 fer deficleney
income taxes, surcharges and compronise penslties,
amounting to Pa,576,50 1e heredy set aside. With
respect to the 195% deficiency income tex seress-
ment of respondent against petitioner in the amount
of #73,636.50, the same is modified, Fetitioner
is hereby ordered tc pay respondent or his duly
authord aed -Mm agent the amcunt of
#56_985.50, within thirty (30) days from the
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date this decision bocomes final, In addition
te the deficiency income tex. petitiomer is here-
by ordered to pay 5% surcharge plus 1% delinguency
interest to the date of paywent, subjeet to the
limitation preseribed by Seetion 51(e) of the
Yational Internsl Revenue Code, as amended. With
costs against petitioner.
S0 ORADERED .
quezon City, Mareh 22, 1971.
P
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Associcte Judge
WE CONCURg
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lm Mo TMALI .
Presiding Judige ™~
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RAMOE L. AVANCERIEA
Associate Judge



