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DECISGION

This is a pefiifiten far swilow of the dasnluliesm =i
o pondent Commi i loner o ntarmal Aaven-  da
deptembar b, 1962 nold g pet lasws Dedlshd dhes §
cen Kaloks 10y £ deflcieney income tax o
yes: 97 ia the amount ' #3 ,339.Wh,

Thers 1s @6 dispute a8 Gs e Fashs,

Poti  smas 2 a loreign shipping corporation
e wmdar “he laws of Japan and represeated i e
Phllipp ' ces by t genera agen . "he iveriit Slsam-
uhip Coppormtdion; ith Secicoos address wi S0 Juas
Luns 5., Manils, I¢ is the merged and senilssdag wer
poraiisn espulting fres the sawwlidaties w twe Japan-
wen corporations; T.0.. Wio “Dallan! Kisen Rgwmohiki
Kaishe” and the “Chuoh K . -=:¢ Ka'sha® whish, ‘o 1957
MeEe Sem BOpASE S nl exis g corpora ‘ions. ¥From the
seid cmelgamstion whic was asswsplished ' Japan and
made i Tective as of October . 960. pet ‘lsier bas
succeeded v, and assumad all the #/ i ts, obliga‘ions,
asse’s «ud aRllities o “he semewalideed gorpora-

-



Blewe, lawilaffig the subjwet mabtar oF e Saweds
Al aleE ey PETILE .

e wwe samgl ldaiclas ' Npdiaisl Kissy Rebe
ahilel Eafsha =nd Slisek Kises Kilsha, the laltss, a8
Jame 89, L9, fllcE Lds Tvcome tax Fehegm far Ghe
fisssl Jesr ended Mareh . 71T reporidng hosim
e amm aF Wik, 100,49) a3 gease Teelight sevesss de-
7loel in the Phl ppines and ¥6,022 0C as ‘he amoant
we fecapy tak A% IncTees.. AVWwE Tasiileatien of s
gl cties respondent assessed agalast o Claeay el
Fene b, 1962 dafletaney inaems WaR Fer Wie Jeus LO9Y
‘he smount of #31,. 9.4, | - lve of interss: o~
i) pericd ‘'rom June 20, 959 to Jume &, 962, The
defiel wsr accessmen - the es ~ of | the inelu~
giss of the prefic seilldad “wea the Wwie of petidilss-
eF's fimsd apmate aiweed duriss the Semsile Feayw 1957
in Ghe smonnt @f B3 Wa¥, 900 ae pawt &f Lo wesldte
gross 'ncome unde the . of gensral spportion-
menl set mal lw Seetlon 47 of the Inecome Tax Regula~-
tions, cthervise kmown as "/ v Regalat oo He.
and () the d sallowance of the -um of ¥22 969,639, re-
. esen lng ‘miscellancous payments' whieh the ~ompany
@iafoed as part o 10 werld expenses-

om o 13, 1962 peiliioner canka ol the afore-
sald coosmcmmi, i 105 protes’ wau denled by responds
@ L5 his letier Guded Septembew %, 1962, Heneu,
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dapbved Sn Mwil Fyee seuress wilheat e MO UFyiss
s Hee cespafailes ¢ incone whish i desivad paitEy
fes geerecs wiikin and paTily fhes aeERess WiEhest
Ghe MR Gsainen. Per phvpsecs oFf Loneme RassEles,
TrepaEient Wi APPAPeRIGy sTalseied K0s Mlaseliises
Ghes Late thres diskised divigdesmi e ledecy o aEm-
repideay 2liens and weise eorporatieons; is el
tlends herelm, which nedcr Bawilen 165, wfowred M@
Mﬂw bt sogregetel, weciiyy iR We e
and oo tmel app ‘ea’ . theretoc, amd . mal Lo
B mm Sektion IV of e Resveeo
coaw, 85 aleo shown [ platnly S10Teronilati
thes  three wicoiw o lwsses, and under cewcebisn
(=) thereof; emly Stasie of grees lenese, EpERscS.
Resse 2ot dedueidoms - oified wder the Weisd suii
BEEY: o320, Laeeme Dree seRmeen jesty wvithis el pesis
i whihest W0 PRidippines, shetdd be wilesstel aF cs-
portioned 3c nesswas «L&his cpd ol Ghewd Whe Philipe
plnes in accordance th "~ v - and regulaticns
presesiied by the Sosrc - Finamee. 8inc Shans
is =0 question i pelitismes’s profile suelissd Fees
Mo 0ie of Gl Pised wseoks isented sbresd in the
aEsnat o ¥29,325,20% are income GlieEly Sies seseed
frem e wawid gess imevems of Yeo eempany Ter the pev-







DECISIOR -
€14 CASE &

wi et Whe PRAL iines, 8 YewliEn GRFRGeN
Bagpwesimll, hewaTwry, armees Shall W phaeos

Swerld girees lssess? deesies ARt WRLY gress lakes

seailsed wliiin e PO ippines Dut alis laslsdew

atter Ancomes fraw 3il sewsess “issiadileg e sk Sase

imsase @ « nonshipping chasaster i lssisesisi Ge

Wk shipping busines: suen an dividends Tihas Laas e

ments, o eree: o= feposi " Bes. 163, Rev. Hegs

No. 5.) Agalin, responden! seems - hav: 1@ sight

of the &iwiaise by the lav of .ncome of ‘cumeiess Waks

three 4.t ne’ #lasses (Sec. 52, Rev. Regs. Ho.

See, |/, Revenue Code) which 1s specla’ly significes:

to pe !:lésar hereln as a foreign sorporaiien 4+ 7.

‘neome from s¢orsus within the Philippines 4s already

shown above,K under See lon 37(e) of the Revenues Code,

only items of »we: income comlng under the il &laac

Tiemiion, ! 0., incoms from ssiraes partly withis =ad

nﬂﬂ without the Philippines. should be alloealad &

appor¥ionsd to sources withln or w thou the Fhilippiswe

im u«&duu with See:ion .63 of Revurue Hegula®liesws
So., & “Tensequenily. whare an tem of meeen s direet-

iv elass/fled as lacome which 5 derived im (vl ‘mem
woswacs ~ thin the “mlllppines «»r 'noome which is de-
Fided Ax fe0s faee sesrecs wilisest 5 PRilippines -
daw the previsisss of Seetion 17 ) aw (s} of the Sum
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Code, 4= saletiss % Seeties J98 «f Révesus Raguletisss
No, 2, “aw Seotiim J7(z) & the same fede, m@ weli an
e previsiass ef deetfes A3 o Reveste Sw@eils s iess
No. 2, sammst WEEM as Bhewe i B8 gaestiss
that peliilisssw's piadits Paailised Joem We sells af
its fixed asseis logated alFsad wiu isesss derived 18
el from swusags withou® (e Phllippines und: Section
el 48 fallesy that Ghe sald profits ave Aet sehjeat
S0 nllissalisw &% apportionaeut o soumses wihis ep
wiisEt G Phiiippines i accordanes L9t Seefilas Al
@ Hevenaa Segulations o, Eecauss ¢ Gas Sgeppide
Sabiiley of the said Jastism 163; we #ai 560 W ERter
PRty e wmtu&r argusen” that the shrasc
PEgsld grese leessv dossles not ouly gross lasses
Feaiized v/ thin the Philippines but e Lediodes s
incomes from all sources "ineluding = each susc income
of a memshipplag “saraeier bif Llneidental = the ship-
piag iness suek an au;m-p from navestments
; @i depos ts ¥

At sy rate, 1t was the !sten®ilsw &l Congress =
place the taxa  »v of irasiportation compan es upss
ssand o snd more sclentifie basls. and »0 the prineiple
was adopted of conslderlng iocome duw wved from transpor-
_ tatilen tQ De inseme Qe 9657ides, With The Pessli Med
the plase s ke AaF LERs aFy Foedusred debsEmiaes)
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the femsse, T readlt U5 leesss (Fel ceRreeE a7y
wliBis aad pasiiyy widkest e Miilgmdlacs wellcs Sae
whan (e of W Meliwwl Iateww) Noasms SRda.

But the puehiesm was not ref selvsi., % wed =Rl
Fesescam W Jlew e Leaess: to the R JsRiees ..

(86 Korloms® Law #f Pederal lesesc Taxation, Tui. 8,
Bas, Y.%3, po 1i2.) Por this reasen, we heve (e
formnla =7 general  ilsdslisa @& ppoPtisesmt sab 88
iw Semtiam JA1 oF Reveane Regulaiise: No. 2. The kews
* meluding  cmeh sacc lneome -f . menshipping -
asiisr woc laeldwciss to the shipp ng business, ' as
dividends fiem estments. interesSs a5 e W
should be iisited to Araidental ‘scsss U@ seswme
wiilh fae seies of trensporta@im dasivedl W ~orelga
“nippling companies o el ems® Philipplao
perte, sl Wiich Lo not Seesms devived L& Mui3 fwes
semresE vikkeet the Philippines weow Beehiss 7(s)

of the Revenue Code.  Otherwise, the imelw ism of 'i-
sess voleh 1s et dvtved fros the sesviec of iswispor
ta - and whieh - ‘neome froa sources -learly v th-
out the Phil 'p “es & the phrass "world griss lesase®
ander ths formul: of geaeral apportionment se® ui in
deetion 173 &f the Income Tax Segulafivww for the
pos: of ‘cicivining Phillppine taxable oo ms oo
apondent theorizes. « ' ~ 9il = the taxai = o7 pro=
perty ar .ui 1 tles beyond . taximg v iefilen of







DRCISIGH - |
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¢ GFreRpens Lk erser YW Felleve EeeeERd Frem B
(Csflicetor of InSernal Revumme wi . Bebel lawmd Deeis-
portaiiiss Go., “0F Phil. WJ.) Tis is hessd aa "W
Row Foplliiar prisaiylils (U teseifer Yt the saases-
memi of Uy Ssesigo emar F IRScwel Reyeame is

aviies Efandls ceorreet and o MNes oF pEesk o e
the taxpayer = avaieesy She provmsgting of Lis aes-
FoRtEsss. [(Mandly Rallisesd Ce, V&, @ilgetor o @E-
e, T PRAL, 990y Jmce Bspise vo. Commiseigeas o
laternal Revenue u'ri @ee Ne. 1512, Jam. =8, 1960
Congragac’»= do la Mlozion de Ban "iasate “o Pl W
Commigsioner & Iniosmal Tumeme. CTA Jare Mee L0WET
May 19, 7969. Is appea’s % “he Cous’ of Tax Appeali,
the d o/ ation o the Commiss'swer of Imisssw. Bove
=ade is presumed correet and = e Bhe o e
e ehet sosh presumpiisn. (Ten Guan 5. Cous® of =
Appesls, G.R. No. L-23676. April ¥, 1967.) Eewrswias,
the taxpaycs mas® show that Lis sloised dAsmniiess
clearly come  thin the angumye of the ‘aw. @lsse o
ductions; ' ‘ke exempilons av mallete o lasllasiva
@=wse (Mertens, gp. git.. Voi. &, 1958 m., Ses. 25.03,
Chap. 25, pp- 7, 593 Wertens, Ibic., Vel. 7, 1956 @d.
Sec. 3.09, Chap. . pp. 5= 6 Cap v Infemaity In-
saranee Ti. s. Commlsslsns of Internsl Revenus,
BTA W7, 1503 Cempragmeian &o La Wolew de Ban Viewste
de bt u. Commiss’amer «f “ulwsusl Revemuns; CPA fese

PERN -



PLUISTION -
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No. iM83. May 06, 1969), Sisse politieRew EEeacEl
& mfm.&} a8 prave [k eestesihee AR ool ol Qe
plesic-soegrive el L Somg SeRe Rl B0Ras  aRdlles -0 el BEe
gEmas iy BEsLaes axpaRent deluetilBic endawy BScoilss 40
o e Beeec Codey v &y Eillssaess W pespondeat
of the amsun': of ¥22,989.059. Fecainies SSlsee i
neous paysents” made by pe’ - ‘uarlmg o oo
pericd ended Marek 3, 957 must - eln e

Iz the light of the aun, the dealaliee af me=
spondsn #Seaid be modified 1 the sawuas oh peti-
Dawer @ Lishie o Gefislemney insome 'uii and lwlieEend
“we e yesr 1997 i the smemnt F PL,IN3 90, sesputed
e e e g

Kot oome rr sy e, 930,00 . 3F

WHEREPURE, b de0liiss appealed from is Howiy
modif ed. pe" Womer . Chuo iisen Ealsha is
@wiered to pay respondent Comuissioner of = ernal
Revenue def ¢’eney income tax in the ameunt =
PR, N300 for GBa jeay 2PW, leaineive ol the L7/28
monthly ‘wtersat purseant Ge Zeeiiss T00) of the
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Reijomess Tateran! METessie Se€o, 8p asawiddl iy B
Lis AR Be, ti. If the diflciewsy fes s ash =l
i el within thipty (30 daye Tvam e dabe Wis
doamioioe Bewesas flecl and ARESVHEPY, Ho QLR SR
PAY a subPehasgs &F TL9s pey el [TH) of e magaisl
amount. plus juteres: at e rFala & ame por sl
(1%) o ===th, computed fies the da’: (his deeclsien
becomes fina' == pald provided tha thae = wiis
et Nt say be deilesied sp istessek ghelll 4w 88
eans o the smount corresponding '~ . periocd of
three ( ' »oow. W.iwiut pronouncement o - duets.
50 CALERED
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