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Title: Collector of Internal Revenue v. Goodrich International Rubber Co.

Facts:  This  case  involves  a  legal  dispute  between  the  Collector  of  Internal  Revenue
(petitioner)  and  Goodrich  International  Rubber  Co.  (respondent)  concerning  taxes,
representation expenses, and bad debts. The Court of Tax Appeals made a decision that was
later modified by the Supreme Court in its December 22, 1967, ruling. The modification
entailed that the respondent’s representation expenses were fully taxable, and the claim for
bad debts was reduced to only P22,627.35. Subsequently, the petitioner filed a motion for
reconsideration requesting that the Court also order the respondent to pay a 5% surcharge
and 1% monthly interest as mandated by Section 51(e) of the National Internal Revenue
Code (before its  amendment by Republic  Act  No.  2343).  The respondent  opposed this
motion on the basis  that  the petitioner  did  not  specifically  include this  claim in  their
assignment of errors.

Proceeding to the Supreme Court, the central legal matter revolved around the implications
of the failure to specifically include the claim for the 5% surcharge and 1% monthly interest
in the assignment of errors, and whether it could preclude the imposition of such penalties.

Issues:
1.  Should the 5% surcharge and 1% monthly interest  be imposed notwithstanding the
petitioner’s failure to specify this claim in its assignment of errors?

Court’s Decision: The Supreme Court found the petitioner’s motion for reconsideration to be
meritorious, emphasizing that the imposition of the 5% surcharge and 1% monthly interest
is explicitly required by the statute. The Court highlighted the paramount importance of
taxes as the lifeblood of the government, underscoring the necessity for their prompt and
certain availability. Consequently, it ruled that the failure to specifically assign the claim for
surcharges and interest  as  an error  should not  hinder its  imposition.  As a  result,  the
Supreme Court modified its main decision by adding an order for the respondent to pay the
deficiency income tax for the years 1951 and 1952, along with the 5% surcharge and 1%
monthly interest from specified dates until full payment.

Doctrine:
– Taxes are the lifeblood of the government, and their prompt and certain availability is an
imperious  need,  thereby  justifying  the  imposition  of  statutory  penalties  for  delays  in
payment.

Class Notes:
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1. Taxes as the Lifeblood Doctrine: Taxes are essential for government operations, and
mechanisms to ensure their collection, including surcharges and interest for late payments,
are crucial.
2. Importance of Statutory Penalties: The imposition of penalties such as surcharges and
interest promotes tax compliance and discourages delays in payment.
3.  Procedural  Posture  in  Tax  Litigation:  Even  if  specific  claims  (e.g.,  surcharges  and
interest) are not pointed out in the petitioner’s assignment of errors,  they can still  be
considered if grounded in statute.

Relevant Legal Provision: Section 51(e) of the National Internal Revenue Code (prior to
amendment by Republic Act No. 2343), governing the imposition of surcharges and interest
on late tax payments.

Historical Background: This case reflects the judiciary’s approach to tax collection and
penalties in the Philippines prior to the amendments brought about by Republic Act No.
2343.  It  underscores  the  judicial  system’s  emphasis  on  the  critical  role  of  taxes  in
government  operations  and  the  necessity  of  ensuring  their  timely  collection  through
statutory penalties. The decision also illustrates the flexibility of the Philippine Supreme
Court in addressing matters of tax compliance to fulfill the government’s financial needs.


