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These cames cover a claim for tax refund or
tayx credit of 107 "tay on winnings" under Section
269 of the Mational Internal Revenue Code withheld
by afore=aid racing clubs acting as withholding
agents and collected from petitioner for the years
17779 and 17980,

The petitioners as=sailed the validity and
constitutionality of afeoresaid Section 269 of the
Tar Code. Srction 269 of the Tay Code provides aas

follows:

SECTTOM 267. Tax on__ winnipas. -
Fvery peraon who wins i horese races ar
Jai~-Nlal =hall pay a tay equivalent to
ten pevoent of hies winnings oy
"dividend=s", the tax to bhe based onn the
actual amount  patd  to him for  every
vinning ticket after dedacting the cort
af ticket. The  tax bherein prescribed
=hnll he deducted from the "dividend=s"
correnponding to each winning bticket and
wvithheld by  the operator, manager, o
per=on in charge of  the horse vaces or
Jai-Nlat hefore paying the "dividends" to
the peoreon entitled thereto. The same
tay shall be collected from owneras of
winning race horses at the same time and
in the =ame manner above.

The operator, manager, or person in
charge of horse races of Jai-Alai, shall,
within twenty daye from the date the tau
vas deducted and withheld in accordance
with the firat paragraph hereof, file a
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trae anc corvrect return i th the

Commionsioner of Toternal Revenue in the

manner or form to he prececribed by the

Areretary of Finance, and pay within the

cames period the teotal amount of tauw so

deducted and withheld.

I{ the tay heredin provided is not
paid within the same period prescribed
above, or in case of willful neglect to
file the return within the period
prescribed herein, or in case a false or
fravdulent return is willfully made,
there =hall be added too the tay or to the
deficioncy tax, in case any payment has
hernn made on the hasis of  the return
befrre the dismcovery of the falsity or
fraved, the correeponding surchargea
provided in Section 268 of this Code.

Sometime on 2 Npril 1781, about 20 written
claims were filed with the office of the respondent
Commisnioner of Internal Revenue hy the racehorse
ownera at the btwo reacing clubs, namely, the Manila
Jockey Club at IFeliy Huertas St., Sta. Cruz, Manila
and the Philippine Racing Club at the Sta. Ana
racetrack at N.P. Reye= St., Haketi, Metro Manila,
for the refund or tax credit of the 107 "tax on
winnings" tmposed under Section 267 of the Mational
Internal Revenue Code withheld by the aforesaid
racing clubs acting as withholding agents of the
Rureau of Internal Revenue from the prizes awarded
to their (racehorse owners) racehorses on account

of the horee races conducted in said clubs,

In order to heat as well as toll the statute

lovu
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of limitation=s for the oclaims for refund or tax
credit, petitioner=s, =zimmltaneou=ly with the filing
of the claim= for rvefund on 2 April 1981, filed
with this tHonorable Tan Court, the 90 petitiona for
review, inclusive of the ocR=e of ~Amado Santiago,
Jro.o ve. Copmissioner of Internal Revenue, CTHA Case
Mo. 3JI220. N1l the petitions have uniformly set
forth common  factual allegations and railses  the
same aquestion of law in AassAailing the validity and
constitutionatity of the aforesaid Section 269 of
the Tax»x Code.

Tn chue couree, the v espondent filed his
anawers to the petitions.,

Fetitioners later amended their petitions but
only bt clarify that the withheld tadses had been
consonlidated by the racing clubs referred to and
remitted to the grvernment  in the name of  the
withholding agents racing clubs and not in the
individual pnames of the various racehorse owners,

N coneolidated trial was thepn held under the
banner of the lead cAase Nmado Santiago, Jr. ve.
Commissjioner of Internal Revenue, CTA Case No. 3220
with the implicit understanding that only ohe
decision need be rendered to cover all these 90
pertitions.

Fetitioner Amado Santiago,., Jr. igs the owner of

racehorses vwhich participates in horse yacing

18
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occasionally held at the racetracks of the Manila
Jockey Club and Sta. NAna Racetracks under their
respective franchiees and pureuant to Republic Aot
J07 Aand Mesidential Decree 420 creating the
FPhilippine Racing Commission.

Nz heretofore =tated, for the years 1779 and
1780, the tobtal amount of P?,472.63F was allegedly
deducted and withheld from petitioner as 10% "tax
on winnings", under Secticon 267 of the Tax Code,
which amount was remitted and paid by petitioner’'s
withholding agent, Manila Jockey Club, Inc. and the
Fhilippine Facing Cluhy, Inec. to respondent
Commis=ionmr of ITnternal Revenue,

G NHpril 2, 1781, petitioner filed a written
claim for the refund/credit of said 1074 "tax on
winning=" with respondent and, simaltaneocusly, a
petition for reviewu with this Couwrt asking for
refund of =said amount on the alleged ground of the
constitutional infirmities of Section 269 of the
Tax Cnde,

In =uch horse races, betting by the members of
the general public in the results of the races is
permitted by law and betting is done through the

sale of tickets in FS3.00 or F10.00 amounts or

multiples thereof, the total bets (called "wage
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funds") bheing divided, after every race, in
designated percentages or proportions, among the
various participants, namely, the board of steward
(representing the Fhilippine Racing Commiassion
which i= the racing authority in the country), the
racehorse owners (the retitioners herein)
registered as s h by the Fhilippine Racing
Commission, the horse trainers, the jockeys and the
grooms, The hetting i= done by the use of
electronic mAachines vhich are connec ted to a
totalirator that reflects the total betting. The
total "wager  fuand” or "pool" dis divided among the
government in the form of amtisement btay, a certain
peroentage goes to the vacing clubh (6-1/2% in one
club, &-1/714% din the other) and to the hettors in
the foorm of dividendes, From the dividends or from
the tickets, a certain percentage ia deducted for
the prire of the winning hbhorer, and resprctive
prizea for the horses that placed second, third and
SO0 The shares of the horse vary -~ &0% goes to
the winning horse that came first, and 237 for the
second placer, 13% for the third placer, and 21 for
the fourth placer. That the remaining 90% of the
winning horse prizes, 12%4 goes to the jockey, 10%

to the trainers, 9% to the grooms, and 3% for the

18u
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rehear=sea’ fund, and the remaining G8B% goes to the
racehorse  owuner . That aside from the 10% tax
withheld from the prize to the horses, the
following taves are imposed with the horsee races:
(a) 207 amusement tax on Wednesday racep (h) 2257%
franchise tax on B-1/27 commiesion of the racing
cluhe: () local tayr of F2,000 to local governments
of HMakati and Manila: ~and (d) another FSO,00 as
Aadditional  local tax: (e) FOHO.00 daily by the

official betting statinnwsy the jockeye, trainers,
and gromme have to pay income tax ton on thelir
recspective shares of the 0% racehorse prize.
Fetitioner ' = witnrsa, y~Jumstice Moreno,
explained (t.s.n., pp. 17213 hearing of Hovember
13, 17R8%) that if a tax on "winning” 1is warranted
at all, it should be imposed only on the "winning
hor=ee, that is the horse that reached the finish
line ahead of all the others becauase that is the
only horse that can be conaidered a "winnevr", all
the others coming in nest not being in racing
parlance and in the racing world, considered
"winners" but only "placers", witnesa citing the
rules on racing published by the Jockey Club of

England and followed by other racing clubas all over

the world.

iou



DECISTION
CTn CASE M. 3220, ET N

20 -

Racehnren ovIney witnens Fru-Justice Moreno
further explained that ordinarily it is the person
who goe=s  tao the amusement place seelking to  be
amu=ed who =honld pay the amasement tax, as in the
caze of  amuaseement like =sporting evente, ballet
dances, concerts braring conmtests, hasketbhall
comtests where 1t ia  the public  that pays the
amusenent tax for providing the amusement., In this
case, however, of the 104 "tax on winnings" imposed
by Section 267 of the Tay Cnde, it is the racehorse
oviner, the performer in effect, that is being ta)ed
on his "winnings'.

The iszmue posmed for determination is whether
or not Serction 267 of the Tan Code, imposing a tax
of 107 on the winnings or "dividends” of every
person who wins in horse race or Jai-Nlail, based on
the actual amount paid to him for every winning
ticket after deducting the cost of the tickety the
tax to he dedue bed from the "ividend”
corresponding to eAach winning ticket and withheld
by the operator, manager, or performer in charge of
the horse races or Jail-Alal before paying the
"dividends" to the person entitled thereto, and the

same_  tax collected from owners of winning race

horses at the same time and in the same manner

above, is valid and constitutional.

144
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Frtitioner contenrd= that Section 26% of the
Tay Code is invalid and wuncenstitational bhecause
the tax in question violates the rule of uniformity
of tasationg that it is vicolative of the equal
protection clause of the Conetitutiong and that if
the 107 tax is to he imposed at all, it should be
only on the prirzre of the horee that finishes firast
and not dn the prises avarded on the subsenquent
"placey e,

thh  the  matter of leck  of wniformity, Ex—
Justice Horeno explained that there is no equality
for the reason that a Jai-Nlai player or performer
iz not =uhject to the amusement tax or the 10% "tay
on winndings", while here, the racehorse owner, s
slapped an amusement  tax o 1O0% of the "tayx on
winning=s."”

Metitioner did oot cite where there 1is  a
vinlation of the equal protection clause of the
Constitution but instead etated in general terms,
that taxation that d= nobt wndiform is necessarily
unequal and concededly di=criminating.

In the matter of double tamxation, there 13 no
prohibition in ocur country and Constitution which
probhibits double taxation. Here, a property may be

tared twice and with the same kind or character of

1Y~



DECISTION -~
CTn CNASE M, 3220, ET NL.

A tas. Hoviever, there ia veason to believe that
the racehorse owners are not tayxed twice or with
the same hind or character of a tayx, but with
different tayes, nne with income tax on its
winnings At the other a kind nof tax, or some may
call it amusement tax, which 1ia 10Y% of the "tax on
winnings'. The 107 "tayx on winnings" and "income
tax” are entirely two different tases=, and when
they AL e imposed dors not amount to double
tasation.

Finally, 1t is lastly assailed by petitioner
that if the 10X "tax on winnings" is warranted at
all, it =should only be imposed on the prirze for the
racehor=se that finishes abead of all the others.
e cannnt agrers with thia interpretation of Section
26% of the Tax Code since that did oot provide for
this kind of interpretation. The law is clear that
it im only dmposed on the "tay on winnings" so that
no matter whether it is the 1st, 2nd, 3Jrd and 4th
placer ar dowun the line, =0 long as the racehorse
ouwners are entitled to the prizes or winnings, then
the racehorse owners should be subject to tax, and

not "A. Only on the horse that crosses the finish

line first, because he is the winner. (And) The

others have lost. " (t.s.n., pp. 17-21, pp. 22-24,

hearing of 13 Movemher 1978G6.0)

i:’\)
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In imposing A 10% "tax on winnings", Section
P6HF? of the Tax code does not violate the uniformity
rule of  taxation hecause unidiformity of taxation
meanea that atl tarable articles or kinds of
property, as  in the case of the 104 "tax on
winnings'", which is of the =ame class, shall be
tared at the aame rate. (Pe Villata v. Stanley, 32
fhil. S41, 555.)

"tniformi ty in taxation is
accomplished vhen the bhwaden of the tax
fallen equally and impartially upon 211
the persons and properties subject to it,

=0 that no higber rate or greater levy is
impnaed  upon one perrson or specie of

propevty than LPHON others= similarly
sittuated. » . (Commilttee Report 2,
Commillee on Taxation and Daht
MHanagement, 1?71 Constitutional Con—

vention, p. 220, CTA rec.)
There is therefore no discrimination as  to  the
imposition of 1974 on the winnings aof the racehorse
ovmner s,

Fieepondent Commissioner of  Internal Revenue
AVeY &5, in  strengthentng our  holding heretofore
made, stAates that the pover of taration is
unltimited, comprehensive and supreme and is subject
to no restriction whatever, =so that courts venture
not to contravene. (De Villata v. Stanley, 32
Fhil. 41, 5553 To quote counsel for respondent:

The power proceeds upon the fact
that existence of government cannot

1 U ‘2
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continue without means to pay it=
expenses and that for theae meana, it has
the right to compel all citizen=a and
praperty within its limits to contribute,

In the came of Philippine Guaranty
Co. v, Commissioner, [-72074, April 30,
1?5, I3 2CRA TT7O, the Supreme Court
At

"The powuer to tas is an

attribute nf wovereignty. Tt
ie a poviey emanating from
necesai by, It i=s A necesaary

tuirden to preeerve the State’' s
sovereignty and means te give
the citizenry an army to resist
an agaression, A navy to defend

ite shores  from  invasion, a
cCoOYpe of civil sorvants to
SRV, public improvements

designated for the enjoyment of

the citizenry and those wvhich

Coune within the State’' s

territory, and facilitieas and

protection which a qgovernment

is supprsed to provide. ooy
We fully concur with the view of respondent
Commissioner that Section 247 dors not violate the
rule of Prpnal protection clause of the
Conestitution. Lrailslature ha=m the inh=rent power
to e=elerct the ceubircte of btasuation and posaepases
the freedom on classification through which  an
equitable distribution of the tax burden is
achieved. Section 269 =hould not, therefore, be
invalidated on equal protection ground except by a

clear showing that the tax statute is arbitrary or

capricious. Nowhere can we find the arbitrarinese

1Yu
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and capriciouvesneas of Section 269 of the Tax Code.
Seetion 767 does not violate the due procesas clause
of the Cnpstitution., It can only be invoked where
the law is =0 arbitrary and capricious that 1t
find=s npo support in the Constitution. Uhere 1t is
shown that bt amounts to confi=scation of property,
it would bhe a clear abuse of auvthority. Rut such
is not the ocase here. There is no fact shown in
this ca=e which =how Section 269 to be capricious
or arhitrary. The presumpbtion of its validity must
necescarily have Lo prevail. (Frmita-lfalate Hotel
and Htolel]l Operators A=zocialion v, Hen. City MHayor,
20 SCRA O 847; 0 'Gorman and Young v. Harlford Fire
Insurance Co., 7872 .2, 251--270.)

The owners of horse racers derive income, and
the public hardly derive profit from horse racing
and =0 Sechtion 267 of the Tax Code imposed a 10%
"tay on thedir winnings" wvhich is indeed for a valid
Py pose

This Court finds Section 267 of the Tax Caode
naot vialative of the constitutional requirement of
equitable taxation amounting to double taxation.
Douhle taxatinn exists only when the same property
is tased twice when 1t should be tarxed but onceg

both taxes must be imposed on the same property
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or suhjiect matter, for the =same purpose, by the
same state, government oy taring authority. within
the same jurisdiction or taxing district, during
the same taxing perind, and they must be the same
Find or character of tax. (Villanurva v. City of
ITlojilo, (26521, 26 2CRA 578, 580).

Double taxation "is aomething not favored, but
iz permissible, provided eome other constitutional
reaquirement  ts not truly  vielated, such az  the
remquir ement that tanes must be uni form" .
(Villanurya v. Cily of T1loile, [ -~26521, 28 B&8CRA
50, zupra.l

N cloee scrutiny of the muarposes of 10Y tax on
vinnings will justify tte imposition,

) Tase on winnings is aimed at the sector of
socirbty with spare time and extra money to spend on
tunprodoctive ventures. fforal Aand economic reasons
Justify the imposition of higher tasves on legalized
gnmbrlingg

. Ni=ing need for additional revenues for
accelerated national developmenty and

X) The primary Justification for the
existence and maintenance of gambling

eastablisthwments is the allocation of a portion of

the income derived therefrom to worthwhile projects

1Y,



NECIsTonn -
CTA CNSE MDY, 3220, ET AL,

- "{t[‘) .

such az charitable activities and the upkeep of the
government .

Horerover, anless a2 law is =0 vrepugnant to the
suptreme law, courte should not  declare a law
invalid, To donbt on ite validity i= to re=solve
the doubt in favor of it= validity. (& Ruling Case
{Rm, S"ecs. 71, 72 and 73; Chuarchill and Tajit v.
Raftlerly, 32 Phil. 530, 524.)

Srecbion 267 of the  Tax Crde, not heing
vinlative of the rule of wuniformity of taxation,
rule of ecaquitable tavation, the equal protection
claune and the cdue proacesa clau=e of the
Con=titution, the aforemaid provision imposing the
10% tax on winnings under Section 267 of the Tax
Code im constituational, valid, lawful and
enforceahle., It is clear that the 104 tax on
winnings of race horse ounere imposed  uander the
said law was collected in accordance with law and
therefore not refundahle,

MIEREFORE, We =0 hold that petitioner s not
entitled to the refund of the amount of P?,472.63
as  10%  tax on  winnings under the Tax Code.
Consequently, we equally hold that in the 90
petitions for review which have the same factual

allegations as this one, and which raised the same

1do0
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nurestion in amsailing the validity and
constitntionality of the afore=aid Section 267 of
the Tay Code, petitioners therein in the 70 cases
cited, Aare not entitied to the tay refund nf 10%
taxy o winnings paird by them under the Tay Code,

S NRDERED

Mureron City, Mebtyo flanila, Auogonst X0, 1770,
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1 hrreby certify that this decision  was
reached After due consultatbtion betueen the members
of the Couwrt of Tax NApperls in accordance with

Section 13, Mrticle VIIT of the Constitution.

co érngﬁiiz. RONOUIN
Nssociate Judge

ourt of Tax Appeals
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