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SOHOL UHITEU WORKEﬂb. IPC..

Petitioner,
c.T.AI
- versus - CASE NO, 293
COLLECTOR OF INTERNAL REVEMUE, 0\«
Respondent,

-

DECIalIOKN

This is an appeal from a decision of respon-
dent Lollector of Internal Hevenue, assessing and
demanding from petitioner the amount of B6C,221,39
as stevedore's fixed tax, percentage tax, basic
and additional residence taxes and surcharges on
its ,ross receipts for the period from January 1,
1748 to June X, 1954, plus penalty in the sun of
= 300,00, pursuant to sections 182, 183 and 191 and
penalized under sections 2°8 and 209 of the National

Internal Revenue Code and sections 1, 2 and 5 of
-ommonwealth A¢t No, 460 and penalizea under section
12 in relation to sections 5 and 7 of the sa.e Act,
It appears that petitioner, Sohol United

dorkers, Ine, {(hereinafter referrea to as 8U#I for
brevity), is a labor union duly reyistered with the
suredu of Lapbor in accordance with commonweslth Act
No. 213 and Hepuolic Aet No, 875, with principal
office at Tagbilaran, dohol. The purposes for which

it was oryanized are to alleviate the conditions of
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ths werkers, te premets sutual help end sseperi-
tien smong the membere tharcef, te help sny mamber

. in distzess, te halp tho mesbers got & visien of 2

sore obundant 1ifs, te help the gevermmont sosry
out its Sesiol Justisc Pregrom, te holp the gevoran-
sent prencte strong tnd seund notiendlism. Al
theugh the texm YIne.® s apponded te potitionce’s
name, it wes net crganizod nor rogistorod as a
sorpesttion with the Sesuritios 4 Emshango Commis-
ofen, Ons of the shapters of the BWI is knewn ss
the Togbilapan Chaptor. This sheptor dexrives its
ingeme from vemberchip focs ef #3.00 from ¢sch wen-
bor, doath sids reccived ond sontributions portain-
fng te the chapter whish is vquivalent te Z<1/2¥

of the gross woges of essh mumbexr obsined from
lending and unlecding sargece on wveoscls deeking

in the Tagblisren Pext ond the lecding and unletding
of the same carge on trucks fer dolivory te the ware-
houoas of the etrge ownoxs or shippors. Ths membars
of the Toghilarss Cheptor esncioting of loberoms are
divided ints two groups whe werk in shifts and omeh
greup 19 "supcevised® by & "scbe-sabs® er “sopataz®
whe. {0 olected by the lsbercre fres smong thomoclves.
In oddition, vssh grewp clsectes frem among themsalvos
& group colloster, & group trosduror and a group pay-
pere er sirge emexrs the omeunt due the labersrs for
their work, aftor whish he dalivere the said ameunt
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responding to each laborer on the basis of share
and share alike. In turn the money is transferred
to the group paymaster who pays the laborers ac-
cordingly, The laborer-members return to the group
treasurer 5% of their gross wages as thelr contri-
bution to BUNI which amount is transmitted to the
treasurer of the Tagbilaran Chapter who serves con-
currently as Treasurer of BUNY, One half of said
contribution (equivalent of 2-1/2%) is credited to
account of the Tagbilaran Chapter and the other
half (2-1/2%) is eredited to and entered in the
books of BT,

Upon examination of the books of the said
Tagbilaren Chapter, the examiner of the Bureau of
Internal Aevenue, determined that BUWI failed te
declare its sald gross receipts for tax pu:tmau
and recommended accordingly an assessment of taxes
in relation thereto. On the basis of the examiner®’s
findings and rec¢ommendations, respondent Collector
of Internal Revenue, in a letter dated December 27,
1954, and received by BUWI eon Janusry 11, 19%5,
assessed and demanded from the latter as stevedore's
fixed tax, percentage tax, hasic and additional re-
sidence taxss and surcharges on its gross receipts
for the period from January 1, 1948 te June 30, 1954
the total amount of #60,221,39, computed as follows:
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Oa tax on . 1,072,684.%
_Itss aceipts tro. Jan.
1, 174 tn oept. 21,
wdh  seessresvescestrecsene #21.453..K‘
4% Tax on o7L,60,26
‘ng. .ecelpts f.ioa.
~ 20T, <4 1990 tr June

2T uF 4 seesasseccscsnnsns e
Io =, g centage LaAX ,ee0000. “ly 3.11

70, 3drc arge thereon .eeseees '1,9.2, o
Fixod tax, 1948«1954 ..0evvee r.oc
').-44-4. P
Addg ( o1, , ..51cdence :-.x.
Ce (1o 1 2r) 35,.r"
=l 263, 0C
“5:“.“
?54% surcnarye {4y A EYYRy,
Amcunt Tue and -ollectible e Les?

B
Upnn receipt of the aLove assessment petitioner
agpealec the sJdue to the vonference uvtaff of the
dureau of Internal nevenue ior review, 1In compliance
with thé condition to the grant ot a rehearing oefore
the vonierence otatf, oduw.l throuy. its President, Mr,
Luis T, vlarin, executeu « waiver ot the statutes of.
limitations proéiuod for iﬁ sections 431 anu 302 ot
the :;ational Internal neveius Codo. rfter due neariny,
«#hersa petitioner nerein presented eviwsence in sipport
of its case, the «e ders of the couterence staif re-
cor.aended that the assessmeut of vecenver 27, 1904 pe
reiteraced, (his recommencatinn was approvea by
respondent and in a letter vatea Juce 1, 1956 wnieh
w3 actially receivea by petitioner on June 20, 1256,
tne foraer ijemanced the payment of #6C,721,33 as
percentage tax, surcharye and penalty, Hence, pe-
titioner filed its petition for review pefore this

Court on July 18, 195+,
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The principal issues involved in this case ‘may
be stated as followsi
l. Is the itioner Bohol United
Workers, Inc., liable to the stevedores
. fixed, percentage and residence taxes,
including surcharge and penalty, imposed
undar the National Internal Revenue Code
and Commonwealth Act No. 465, respectivee
ly? and if in the affirmetive
2, 1Is the tax due for the perioed

from January 1, 1948 to September 30,

1949 still tollectible?

Proceeding tet,p first issue, in denying liae
bility for such taxes) petitiener maintains that it)
did not act as stevedore-contractor as provided in
section 191 (a) of the Tax Code on the ground that
there never was any contractual relation between it
and the shippers or shipowners, and that all its acts
were confined within the legitimate functions of a
labor union in accordance with Republic Act No., 875,
otherwise known as the Magna Carta of Lnbet.i]

Respondent on the other hand maintains that
petitioner through its Tagbilaran Chapter, has actually
engaged in the stevedoring business at the Tagbilaran
Port because as a condition precedent for the employ-
ment of a laborer at the Tagbilaran FPort, member-
ship or affiliation with the BUWI is indispensable
and it is petitioner which finds tqpiuynnst for its
members and recommends te the shippers or shipowners,
who should or should not be allowed to work at the
Tagbilaran Port. Respondent further cites the fole

lowing facts to be considered in support of its con-
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tantiont- ne laborer can bes dismissed without the |
asppreval of patitiensas) in case of follure of shipe
pors to pay the laborer-members for the handling !

chaxges, celloction thorsef ic meds with the aid
of pstitienom's logal counsols potitiener supplise
lebezsrs te casual shippazs, such as gevormment
shipposs.

Wa find no werit te the centention of res-
pendent. The sforomenticned sets of potitiencs asre
logitimseto fuactions of ¢ laber union samctionad
by section 24 of Ropublic Act Ne. 875 and are with-
in its powsrs as the sele and enclusive gelicstive
bergaining roprssentotive of all its lsberers hand-
iing cargess at tho Teghilowsn Pext. In feet, patie
tienor's charsctor ae a laber wnion with sole and

tative hes been sstablished in Coss Ne. 117-MC

entitled “Bohel United Werbars, Ime. vs. Lim Poh
& Sens (Svet Linos and Peble Lim), et ol.”, of
the Couzt of Imdustrial Rolatiems. Ws gquota hers-
under the pevtinont pesrtiemc of ite Order (Bzhibit
B, potitience) dated July 2, 1986s~
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cargoes handled at the Tagbilaran Port. While
the members individually perform the work of
handling the loading and unloading of cargoes at
the Tagbilaran Port and are the stevedores theme
selves, BUNI merely serves as a labor union or
organization to protect its members and cannot be
said to be engaged in the stevedoring business ite
self,

Although BUW1 also supplies laborers to
casual shippers in the Tagbilaran Port, we are
inclined to agree with petitioner that on this
matter the latter merely acted as an information
center to such casual shippers who are not well
versed with the procedures followed at the Tagbie
laran Port. As a matter of fact, there is no
showing that a contract for handling was entered
inte by petitioner and the casual shippers.

In further support of the theory that petie
tioner acts as a stevedoring contractor, respondent
cites the fact that claims for damages to cargo
loaded and unloaded by union members are presented
to the union and the latter advanced the payment
for damages, However, we find this to be but a
matter for the convenience of the ¢ argo owners and
for the protection of the union, It appears that
the claim for damages is presented to petitioner
in order that it may investigate the same and pine
point the person or persons responsible for damage.

v 464 Y2¢
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In most instances the union member concerned has
no ready cash to answer for the damage, hence BUWI
advances the same, but the amount so paid is col-
lected from the laborer or laborers found respone-
sible therefor., Liability for such damage is borne
personally by the laboreremember at fault and not
by petitioner.

Respondent presented and capitalizes upon
a copy of an alleged receipt (Exhibit 6, p. 51
BIR records) purportedly issued by petitioner to
a merchant-shipper for the payment of handling
service. This alleged copy of receipt bears a
certification by the revenue examiner that it was
copied from petitioner's record. However, respon-
dent did not call upon Uy Kee, the merchant-payee
to testify as to the party with whom he had entered
into a contract foi the handling of his cargo.

The receipt in question at most shows only that
payment was made by the cargo owner and received
by BUWI which collection 1s in accordance with
the procedure of the union as outlined earlie
above,

Respondent cites in support of its conten=
tion three (3) cases involving stevedoring. The
firet case cited isthat of Cebu Arastre Service
ve, Collector of Internal Revenue, G,R, No, L=7444,
May 30, 1956, We believe this case is not :ppli-’
cable to the instant case because the Cebu Arastre
Service directly contracted with cargo owners for
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the handling of cargoes, collected paywent from
the cargo owners, and paid the laborer-members

on its own account as an employer. In the case

at bar the members were employees of the cargo
owners and the laborers themselves collect from
the cargo owners for their services, The petitio-
ner has further no intervention in the distribue
tion of the payment for the handling service to
the laborersemembers, except to insure the collece-
tion of the contribution due from each member,
which it is entitled as a labor union, Neither is
the case of Agusan Stevedoring Union v. Collector
of Internal Revenue (C.T.A. Case No. 18, November
18, 1945) applicable because, in that case, the
Agusan Stevedoring Union designated the "foreman®,
*tallyman", "checkers", etec., who mana ged the
loading and unloading. In the instant case, the
"capataz" and other officers of each group of
laborers are elected by the members of the group
and are only confirmed afterwards by BUWI. Hence,
the responsibility of the group officers is directly
towards the members of each group and not to BUWI.
The last case cited is Union Obrera Makabayan vs.
Collector of Internal Revenue (B.T.A. Case No. 177,
Sept ember 22, 1954), We also find this case ine
applicable to the present case because in the
former case it was the petitioner organization it~
self that entered into a2 contract of handling
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cargoes with the shippors, while in the instant
¢asa, as aforoctoted, the contrset of handiing
was dirceily sntared inte with the shippors ox
by the laberezs themeelves or thwough their she~
s2n "eopates” snd net by petitisnsr, And as &
final but commen distinction fyem the thzee sfexo~-
cited cases, the laborsre in thoss casss wess emc
pleyoss of the stevodering comtracter end the
lstter transscted on its own with the shipewmers
and cazge owners wheress im the case at bam, the
laberers are cmpleyses of the shipewnars exr earge
ownars.

Finding as we do hold that potitiencs BUWI
ic @ legitimeio laber umion snd not ongeged in
stevedering business, it follews that it ic met
ligkle for the paywent of finmed and porcentage
tases impassd by Sections 182 snd 191 of the Tex
Code on stevedoras nor of the residenee tax undox
Sectien 2 of Ropublic Ast Ne. 468,

In view of the finding that BUWI is net a
stevodering cemtractor under Sestien 191 () ef
not lishlo fer finsd, percontage and residence
taxee, tho othax icsus in this case - whether erx
not the tam due for the paried frem Jumuary 1,
1948 to Sseptcabor 30, 1949, may still be collee~
ted < becomes moot snd scadamic,

IN VIEW OF THE FOREGDING, the docision of
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the respondant sppoelsd from sheuld bs, as it
is howeby zevazood, without proneuncamont ss to
eosts.

$0 ORDEBRED,

Monils, Philippines, August 29, 1987,
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