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GOURL OF TAX APPEALS
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DEC12 #i:m ]

r-uum Ina amm from the amnin of .

" respondent, dated August 30, 1560, essesninr -pm

mmmmmtdum.m,n,nr

" resenting deficlency income tax. nr 1963, inelusive
‘of supcharge, intercst and maﬁu pnna:lw,
_puted as followsy ‘ ]

m)lirtn.u'h’”i?,

. . o JP13,M15.20

. rpvior =

(xhgs X & 17, ppe 5253, BIR rec.)
Patitiaoner M Ki iin 45 o nlﬂlliﬂﬂ !'11!*

. pino. lmﬂhhhr,l%&,hmlmanr

prﬂm'mﬂﬁclﬁ"mmm' mmw
IIAN Tormed & mtm-hip which. wes duly ughtmd
in June 1962 with the Securities -na Txehange Come

missien under th-‘nu of C & O IMPQRT AND "XPORT

€0, (hereinafter referred to as the partnership).
Tie artieles of partnersiip show that the capital
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DECISION » St '

CTA CASE Noe 1802 - : '
of the ‘partnorehlp “shall be® P404000,00 to be conw
trituted equally by the puuumer and h.ta partn-ﬂ '
at rm,aoo,.no each, The artieles of mmap
rmltﬂtttmmwtnmmu:

i mm, h-
ﬂ'm «lt‘hﬂ o8 prMpm,

mh. mm"m
mmmumm

umtﬂu mammmmm
ing therete,

(aum.ntn,msh;\,m rec,)

© n april 15, 196%, petitioner filed his 1963 ine
income of P10,53%.76 representing hie proportionste
share of the profils received Crom the partnership.
(dxhs, D & B=ly poe H, BIR reCej Phe 15«17, tesen.)
mumﬁ.mmmm-.
deed of assijmwant whoreby he trunsferred and con-
veyed sll his shars: andundivided interests in the
Mhtmu“,ﬁmrﬂm- (uxh, 5,
ppe 2627, BIR rec.j also phe 13-19; SaBulte)
0n June 30, 1965,resgondent assessed against
© and demanded frow petitloner psyment of P89,713,28,
as deficieney income tax for 1963, inclusive of 50F
surcnarge and 3 monthly interest, computed as
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Lm:?nmlaud.i

Lxemptiona . s 406 0,
mm:mhm-ccot-t
mNMIDl’OQ.'D'
Lesss Apount already assessed. ..

ist income per multtrnttm .o .ﬂ.%,_!oﬁ.“

Balanes s o5 6000
m!'l'ltoohnn~

h’ézahttut |l '
5. P v'ow
TOTAL AMOUNT DUS & COLLICITNLE o WP §9,713,28
mmummmmw Lacone tax
um“tu explained wrummmmnm‘
t-muhums

Immmumm
0

¥ .3‘3& tummx::@u
::1‘:”1 ::mnlnm
MI

ts iacome tex return .

D
-“"T"tiii""'\ 1:tare:
56r8L10, the SAld AuGuAL 01 F3q
: ‘!‘TH""“* g _taxaple $£0 the partoari
l""""""""?"" th the oro=rota =f

(4 ic the paptnaraht *“Iﬁ"t“rti
S your plowrata ghave (25%) 4in Lt
“*‘"‘"1!.""11"I_’“"“‘"1'|’* '-—-u.a.ww-;

been ! ﬂm. t to the provie
slons Buhu,ﬂ(d}ﬂt_m:gcm,
r by uutby. 3 XXX,
M-Hill BIBM.

assessment (Mn d & 155 poe 1’-3?. m m,);. hﬁ
respondent denled sald protest on August 30, 1966, -

R ¢



-lhw
and even inoressed tue asount decanded Lo F106y03Le
23 (Exhs, £ & 17, guaga)e leuco, Shis sppeals
mmmmﬂmmum
wmmmmuiwmnmmum
uummmtmu. |
"mmmquuummmt
PMM”M*MWWH
undeclared income of the Hartaership C & 0 Import
. & Bupoyt Co. im 1963, ummmwm
partnersily s proved by sufficient evidencs, then
petitioner should bo tamble to the extent of 25
w#ﬂmuu-mm.nhm;
mmunmmm
or i of the purtaershdp coplisl, (Articles of
Pastnershipy dthe 4y SARKRe)| The lav provides that
& re;istered gesersl partaershlpy is exespt from
‘incone taxe (Sec. MMy Tax Codes) . Novever, it8 ine
comey whether dlstriutedor not, is taxable to
the individusl partners in srojarticn e thelr
contrilutions to the purtoersilp capitale (Secs 26,
' Xdey Sees, 2ami3, Revenue Negulations Sos 2 Ten
Gusn ve, Gomme Of Iat, Heve, CTA Gase No, 053, Jume
”,%Mhuphh%#ﬁlﬂ;
I.m;-msmem)) ‘
wmmuu&,mm«
| P529,520,51 represents the total distutsaments wede
by the partaership to soveral fires, They vers
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allegedly not recorded in the books off secounts
of the partnorship although they are ovilenced by
uoregistered and unmusbered receipts owned by the
- partaarshdp, In support of hds claim, respondent
presented the testimonial evidence of Francisco
Rivera Jr., the examiner who investijsted thds
case, and several documents, which include, among
others, the followin:s

. ) .Muwﬁnnmwu“
tained in severai folders, all of which are sopa-
rately labelled "MACHILRI=063", "ol = 19637,
"Da e = 1963" and "MALILA 'm = 19263, respece
tively, , (Sxhs. 5, 6, 7 & 8y ppe 45=165, CT4 rec.)
On the fac® of the recelpts contained in the folde
ers, the nsme of the partoershly does not appear
as payor Mk cortaln code mumbers acd e initisla
of the reciplents are appareat st the left and
right hand bottom thereof, The sald receipts besr
‘no offieclal mumbers and they sppoer unegistered
vith the BIR s required by the swelkkeeplng Negue
Jations. A typical ezample of the receipt is found
in the folder "MACKULTI 1963" and marked Exh, Sea
(pe 46, OTA rec.) reveuling only toe following
Novenbar 1%, 1963

Becelved the sum of P11,370,69

- &
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H'J‘m—*
L # % - 10727/07 = 53
IZ)WW;&NMH:#W
partaership ¢ & 0 DMPORT AD SXPORT CO, webe pree
mﬁh:numimrrmimmmu- '
{sxhs, 1 &2y ppe =2y 8is Fecs) PP M. t.:.n.)
mmmm mmt.i.n 1963, wnﬂnwmp
mwmmmuhmm

nm,n-lﬂ g .
Bay) DR & Companye o « <2 40
Ze lsland Garment Mamfecturing . .l#'&
3¢ Nacelinlti Namufaeturing :
sl 8 B e P e 60.069.
e DUXS HOBE o o s s 5 ¢ 5 8 & o 32,
5e Harciso 800 (Balle) « o o o o
Tots LA

Becanse the source or sources of the funds dise
mwmummum _
partnersilp, mmmmmm:-tw'
income tax in the following manners

- COCAN 2
WONG BAN EEE 258
CHUA XU HIAK é
s Bl LA |

mmlm 3y ppe 15220,
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v
BIE rocej ppe hj-#b. t.s.n. ) The sald mt con~
tains a more detalled aceount of how the total
amount &;r #5294 5200 53 wn -dugénnd, and arrived at.
It mentions the raid conducted by » team of rovemie
agents in tie offices of the partaersilp in Septesber,
196%; iy and how the raid was conducted; the sei~
mure of several documents, records, and ar.icles,

ersj tu-nhwmumlummm by
mlmnmhu'ﬂmmmm-nthtﬂan
IMPORT AUD GAPURT GGe wnd the ldentity of the ree '

: umlml of the mlm wrnd h:r the prow

mu.mmmw.
W(m%mlﬁ,mm.im

.mnumm'x' ummm
wmm(ms.manm;nmu
' articles, papers and documents seized from the pree
‘wises of the pertnersilp Guring the raid. Item 10
thereln coasisting of "Five (5) foldars containing
private notes nt.nﬁl.pﬂ of payments of varicus
suns of pgaey” Vers made the bases of the assessment
for the undeclared locome of the partusrship anounte
ing to rm.mn (mm.hl-l-)o Mp, Jona =,
_m.ummuuwmmmum

‘ mumm_stmmmmmmm
. oremises of the C & 0 IMPORT AND ZXPURT CO,

L 1
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ixaminer Franclsco Rivera Ire testifried, among
others, that a team of rovesue examiners conducted a
‘rald in the offices of the ¢ & 0 INPORYT AND BXPORY
C0sy 707 Paeific Senk Duilding, fosarie, Manila, in
September, 156%; in the course tiereof, seversl

~ docusents, papers mad articles vere selzed, includ-

ing the unnumbered and unregistered receipts cone
mn'uw;tﬂ'mm; these documents, papers,
articles and receipts were receipted for by Mr, Jose
Sefio, head of the raiding tesm and, thereafter,
‘brought to thelr office (Muremu of Internal Beverue
Sranchy Seriano iuilding, Clare M. Recto 8t., Yenila)j
 subsequently, on account of the selzed documents, ,
papars, receiptis, mﬂmm“mm
another examiner, were imstructed by the respondent
Commigsioner of Inbernai Revesue, per Authority No.
19085, dated Cctober 21, 1964, to conduct  separate
investijation of the ¢ & U INPORT & WIPORT CO.j as 2
m:w,mmmtmrmmm
to the partaership and the verlous payments were
setually made by it to several embroidery flrms,
nemelys (Manila Say) Uli & Company, Island Garmant
lftg.y Mao~iulti Memfacturing, Pura Wear, and lare
eiso Uelgado (8.H.)j snd they investigaped also the
puted distursements appear to have been refl-cted
tharela. (ppe 3875y Besiens)

- # J0RY
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Snendsis Rivera further m’unw and .w'am
_ 'ﬁ'mu‘ﬁmmﬂmcmm-u
. appoariss in the recelpts harstofore cited (un.s-a,
“'mbmrmnmmznmm'm
- 1963" lm. 5y Pe 45, CTA rece)s H-munadm
muumm-uwmm-w
uhm::'!fwgrmmmmum'
ummumuwm,
.w'm:wr-rmmmmmorm |
nmmmuum«m/oﬂwm ‘

'w-mrmta_m pereentage of the =oney in terms

of peso which was glven to Mae Malti *nw}rﬁu..ﬂl
pointed uit mtth.mntar m,msé :!.mtb
Ammunmwuuumummm
m.tmm-nu-rmmmrhm
‘_.pm- (Bﬂm“-ﬂ't-hlu) _
MnuMuhmmnrMﬁm
wmluﬂhru-m'mpnmunh
mmnrmmmtmmm
mmuummmmmumum.
mm,mut First lnstance ef Haadla. zn"
r.u. wusdner nvmn. testified that the: Clark of

.. 318



GA Ches Ho. 1802
. | iy
Court, Mp, Aurelio Iivera, v&mi imnmu he alse
ldentdiied, lmdtlmnuﬂmu. 1968 for
the oriiinal of the roceipts mmnm (u.
-l»,,.lna, CTA m.;mM, tuSalalde
mm,mmammu-mmm g
mm- the assessment lr respendent, ‘e ulunod
‘mummmmmpmpmrm,ﬂh?“
mmu:rm-mnmlmmm:rm
'(mncm,mﬂ.mw.),mumm
mmmmnmm:um-ntutmwt-
.m-mawhmm. (Bxhs, - a&c; Fp-'i-m
am,mm.);ummusumm
'umﬁnmmmmnmmn.
-wwmu‘muumm |
‘would indicate that the distribution of his stare was
‘m{-u fraudulents In the reluttal testimony,
_umuﬂﬁmummtmu;u
m'mnmmum&mnm.utim
mmmmwuzmm'
o rm.m.n. Potitioner also declsred that he
and thie other partners vers not restricted to. jursue
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. . _n‘_;
Mrmuaﬂmummmma
wnmmm-me-mmmuu
ﬂmmmmmmmm

tn.ﬂl-ln.l-l.l-i .

A% the forsal orferin; of evidence, potitioner's
couns el wmum %o some gf responient'e
mnu.mummuﬂuamm.
mm&%%7ﬂﬁmM'
tuo orisinals thereof have not Leen adduced; they
_have not been authenticateds the sliaged reelpisnts
ummmmm-ﬁm
m“ldmumm“mﬂu
o numw.ummmmmm
mﬁm“ummwmw
ummuwmm-nmuuﬁ
‘m-umuum-nmummu
muhmp “e ovan failed ®o
ostion the lutrinsic werit end velldity of ree
m*-mmmurmum-
Mnmmmmunta-m
mmnm&m«.wm

"‘.um“mummt‘mamwus

m-fl"wmm .
fn-mmatmmum.
the transacticns pointed out oy Adm pertaln to the
pertaersaly Welness for 1963, Thay are corrobo= -
atat by the satzed rasstnte betemsin- n $he nares

. 320
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o 10 =
narship. h_mummam recadptls
mmhtﬂ%#ﬁu’.ﬂmm&
'Mtu'aMl umm‘-rwﬁnh-ﬂﬂm“

| If the sald controversial roceipts evidencing
the distursements of PI29yJ0«51 sade by the parte
nersnly in 1963 are sxeluded or rejected by the
Court as evidence, then resjomient's assesszant
sselnst petitienar will have 5o solld buse to stand
on. Under Section 8 of Nepublle Act So. 1125, howe
over, the Tax Court 1o not beund strietly by the -
technfcal rules of evideace and 1t fesls that the
contr ovarsial receipts in guostion (xerox copies)
should be admnitted sod  iven welyht for rossons we
are ;4ng to resite hoveafter. (See Sbe, U, fope Act

LA 5 )

®



ﬁxgmﬁa.m‘ : T . ‘
" ' 13- -
H0, 1125} Purekan Flaataticn Co. ¥s Domingo, O, K.
Hoe L=1857L, Gete 29, 1965} Velasco v Uommissionar
' i-lf- mm. CTA Case Hoe 2210y May Ty 1971 Certe
' deated 1n Ge Re Hos Le3i0b0, Octe 28, 1971.) O
 &xsisiner franelsco Pivers testified thet the

ni.,lnm of the Wmh:. receipts were seised |

over by him %o My, Aurelio iivers, Clerk of Court,
srench iXl, Court of First lnstance of “anfls, whe
umm-mdnmmmu. 1968,
| mmmnth%.ﬂmnm
_ .Mtwhthwvm el natare of the sald
~ Glerk of Court, which was progerly idemtifled. -The

said offfelal seknowiedges the recelpt from Sxaminer

aamely: 1 ‘ Ehd et |
w&tnmqu;tm
_. cover, te wits HAGHULII= -”3;
* (b) One mmmu}--
with ¢ on the cover,
o wit: 8, iy = i , :
Feldar sontaianing thdr
s () emttots Tt ":n
'mm.uut-n.u.-x
wg’u Foluier ﬁtlfu .
) receipts s on
the cover, to vz tﬁ

(o) {H llll.ducgul.-.l.ns

m, e T wits e rgeg

| Saia Gxh, b even bears the nase of the Court (Co¥.l.)
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and the caption of the cise, aesslys "The People of
the Philippinos, sfatilf, vs, ¢ & U Inport and
Bxport Cosy Accuseds Griminal Cose Unmumbered.”

- The Glerk of Court, Mr. Aurelio Hivers, slsc issued
& gcertlijoate (uxhe 8=ayp. 167, CI4 reec,), which
was presented during the trisl, sckaovledging that -
the xerox coples of the receipts in question "are
the true snd correct reproduction of the original®
presented to the Court (Ver.1.) in comasction with
uWuﬁu&m:ﬁlﬂn@mwcan
Lmport and umport Co. Meoreover, the ZIR records
further show that in a conference held in tho ‘urean
of Internal Neveme on MYa¥ 2. 4966, petitionor's
counsel was siova and confronted With tue various
distursenent receipts nov in dlsjute. (ixis, J & 16,
Ppe ¥5eM7,1d) It is apparent that the disimrsement
'-mm,wﬁm'immm
originals of the xerox coples now in dlspute bocauso,
on lay 2, 1966, sAxamlner Francisco Nivera has not
yot turned over the ori.inal disiursement receipts
to the Clerk of Court. Mmm.
particularly the certiflcatbon issucd by the Clurk
of Court (ixh. 8-A, guora), we are convinced thet
himmthMhthMtumam
are the true and correct reproductioa of the erisie
We glve credence to the testimony of ixaminer

LI ‘ 323
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Franeieco Hivera that he conducted an imvestizaticn
on the transactions of ¢ & © Import and ixport Co.;
'mmudmmumornom;n- dise
mmum-mmﬂumm
mmmm-umumnpmﬁ
received the disburseweats or payments from the
thhtuﬁrh-tuutuuup&m'
‘Were verified by him snd crosg-checked vith, the
contreversial recelpts; end the distursemonts are \
actuslly reflected hm:-ymuum of
acecunt and records, '

-~

In one of the Folders marked "MAAILS LAY «1963",

& recelipt shovs that ",192.78 was received from KB,
CiUa "only as 200 Daposit of §10,481.95 per SBhipment
Bx §/5 Pablo - 42 o/s." (p. 16%, OTA recs) Sxamlner
‘hivers tostified and explained to the Uourt that
the sald receipt Lelong to the partnerailp becsuse
some of the receipts specificilly mention the name
‘of ofio of the partuers. (pps §8-59, teseia) In
faot, there is no other partner known as "CHUAY in
~ the partuershdp other that Cima ™ Elan aad Chua id
mmn&wmmmmmu& (See
lxhe Ay SUOEDe) |

W'-umumnlum
15 and 38 of the Nationsl Internal Feveme Code
vhieh we q@uote hereunders

r 324
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ceipts, rospondent’s exasiter Jetermined that neree
in petitioner has an unreperted income of ¥132,330,
12-1n 1963 which doss %ot appesr in his individual
income tax roturm, PFetitioner falled to adduce
any evidence which contradlieted or chiallen ed the
correctness of the findings of rospondent's exame
iners and, therefors, regulority ia the porformases
of afficlal functlon is jremuseds )
| (‘uhm'mmumm.m"u
frand ponalty under Gection 72 of the Feveme Code,
.WMMMMM“A‘!HM“M'I
gross undepedeclaration of #132,380,12 in his indie

= 3925



 DECISICH = '
cncmn-na.woz
y :-17-
msmtuxummrlm. Snmumwm
eircumstances nmmranrmd various

mtmmmmumetmmw

. obviousiy to svade paymont of taxes by the partmers,

strongly indieste willful intent to comsit frand. (See
Jose Avelino v, Cellsétor of internal am. Gells How
17715, July 31, 1963; Tan Ouan v, Comm, of Int. a«vm

‘The imposition of the deficiency and delinquency inme
w-m (1/2% and 15 & month) and the 5 surcharge for
late payment is mendatory snd self-executing, (See Sec,
51y Hltlum.l Intml Reverue Coda, as amended by Nep, Act
" Hoe a;ks. Commissioner of Internal Revenne v. ilmpan ine
vestment Corps, Gei. ioge im2B570 & Lm286%ey .m; 31, J.m;
3 Boka 148, 151152 iy
- [ s to the compronise penalty of P50,00, the same is
' not due and collectible from petit.oner, The remson is
found in our decislon wherein it was-helds

“Ihe colleation eof the pen=

.llt: of 000,00 1s not Justi because
@ implies mitnal agroement bee

tueen the es involvad, Ohe parly can-
not exact or impose uUpon another a
compromises commicelioner of Intore
nal Revemms belidves i-.hnpmummu-
mﬂlpmlm ty for viclation of the
levame c.od-, %i: free t.o‘:guhh erininal
’m 2 pans
.at;nmm t-r.r umru
al and unsuthorized." (Smith sell & Co,

Iu.u.ﬂi-.urlnt. mt,cncm
Hoe 2 'Mtw’lwli)

W,nmmmmmmm»
‘meunt of Plah, 862,81, rmtm 1963 deficiency income
tn:,mnu&!m”m:-mwnmuwnt,
plus Jj surcharge and 1f monthly interest from July 1,

R LT
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2969 to June 30, 1963, conputed as followss

1963 incoms tax duo.
adda t--.;:v--a-.:::Mo
T 2 AL ttnio:ulti-u't-.-v

Q
“ﬁ il-liillt!' IM”
mmgmm#thmm—
umnmmnmuu— um .
wtmmrmlwdm mmu
wmumwummm

| lection agent the total amount of PL3N,B862.81 as 1963
daficiency income tax and pemalties, With cost agsinst

- petitionar.

| 90 UEDERED,. 3 "
Gueson City, Cotober 8, 92, 9800909000 .
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RANON L, svamomia
Aszooiate Judge



