S

REFPUBLIC DOF THE PHILIPPINES
COURT OF TAX AFPEALS
QUEZON CITY '

SMITH, KLINE & FRENCH
OVERSEAS C0O., (PHILIPPINE
BRANCH) ,
FPetitioner,
- versus - C.T.A. CASE NO. 279135
COMMISSIONER DOF INTERNAL

REVENUE » ‘ | 7 /,2‘7, /g £

Respondent.

DECISTION

-

This iz ahowut thm liahility to & deficiency
withholding tax at source on royalty due a2 none-
resident forsign corporation which have acorued in
petitioner < soo0ke.

A= set forth - petitioner foreign corporation
incorporated under the laws of the lnited States
and Jicensed tao do business din the Philippines
threvagh its local hranch was assessed by the
reaspondent Commissioner of Internal Fevenue under
leotier of demand dated July 9, 19764 for deficiency

withholding tax -at source in the aggregate amount
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‘nf F1E1L,.384.72 inclusive of intersst, broken  down
an fol Tows:

2nd Quarter -~ 1971

Foyalty payments W e mw o w o woa v F122,741 .42
Tax due thereon ... e A Fo42,959.00
L.ess s Tax paid per return — FE,498.91
Tax overpaid for
lst Gtr. . ovw v wn wn B, 086, 00 27,584,911
B oal amncCae .ceoneenn T - R S L
Oed: 1/2% int, fr. 7-26-71 to 122172, 4&1.20
14% irmt. fr. 1-1-73 to 7-26-74 ... 1,1 ok
TOTAL AMDUNT DUE s naaenun WmE s e B Zal;

Zrd Quarter - 19271

Foyvalty payments W .o e e ce s v neeeeas aw e FALDT 687 .26
Tayx dus thereon vowe e hmmu e e oo 95,121,000
e s amount paid G n MR m e mavenEans v PEC
B oa an o e Mmoo sk e
Adds: 1/72% int., fr. 10-26-71 to -
14% int. fr. 1-1-7% ta 10-2&-74 ..
TOTAL AMODLIMT DUE e v e s ssnnnsnannaans £

4th Buarter - 1971

Frovalty payments . owerconcnnneann veenw F1324 567 .00
Tax due thereon camna e e s m e 098,00
l.esss  Amount paid Am ke - SabTh6.96
B a 1a N & ceeewe Pk e nm e e e FORERF,P61 .04
Acdr L/72% int., fr. 1-26-72 to 12-31-72 DaRE0, 60
14% int. fr. 1-1-73% to 1-26-75% .. B72
TOTAL AMOUNT DUE .. ..., -

O August 25, 1974 fpetitioner‘ protested the
asaessment but respondent Commissioner of Internal
Revenue denied the same and reitef%ted the earlier
demand for the payment of the amount of F131,384.72

as deficiency withholding tanes at SOUrce
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O

ponding o th@ three (3) quaritsrs of 1971 in
a letter dated Octobse 24, 1977 but received by
the petitionsr on December 2, 1977.

Hemce this petition for review.

Fetitioner holds on to the proposition that
the withholding tax at source arises only at ﬁh@
time of the remittance of the royalty to the non-
recident licenzor  and not upon the chrual thereof

as the non-re

ey eEonomic

ident cmrpdratimn cleap i
achvantage until T he e cme ;@ actually or
constructively remitted to if, aﬁléxplain@d in L.D,
Cawlk v, U,8. 116 F. Supp. A3%; 4% AFTR 498,

-

(1953E), "Hamed (wig) QU cldent s records cn

vy el e RANE:) to the non-reasident Licensors in

1971, the gross royalty amounted to F531,4674, the
EHY o withhaolding tax on which amounts o F185,085,.90
{=ic). He qever, only a portion of said gross

rovalty of FARE1,E74.00 has been remitted, and on

s by Femitthang

5. our client  has  already paid
FEBs, 184 .44 as withholding tax, on different dates
under several official receiphts, The uwunpaid
withholding tas, therefore, on - the unremitted
ravalties amounts to F97,931.44." Furthermore.,

"The Central Rank restriction probibiting herein

. YRR



]

seEtyaorE Teom mealulisg = pEsw BT tnee pal clag
(Ficass s== fegulascowe  ImpleEsssiiog TF JlegJ Vs

SERY  sagy strppied s R AT e e =

waldent ferElgn Cubdbieliion A€ wndeniebl &

s le=vatesl  Ligttalleon g TeEstridilEn gy asen

AR e aliiey "’?ﬂfé} Grid EMat un b Ninr mae
ai¥anen ‘0 Ehe Twnztrat Ssrw = e memitter sarosd
aenEcd tutur r=coem. logioslis; baerelass; cre Emey
S wathinnic ard=en =iy Wil =2RE Tenten, Hapy
Al.-owe e pecliagnsy w5 Fmelt Lie sl lie
smerUsg, ecalsE I 1S BRlS sn UhAE GalHl Br L
WhiEn Llmess Cppmltidge g8 8 Johsides ey g;g‘:g;; S
T v lplant. Dafyre Ltraly SHU whoeldefE repiplen)
LAY et wusEsal dhewst rodalides ko Vs hild
TN Pl 1% Awnnot ae I3t Sovedel Ahsn, el Ly can
Y aten Whthnces tEEp Yo hhe T s Apmnes,
Feasindant Goumissioner  of frrerral Raduli e

WEES pEZ LS &% ENVED Jdee  asssd L ooy el TwliesiEnle o

TE LE mob SEHpendEs LD 'on rEnl IEaSTR 39 Ma Shcang

ph gzl G thE son=ecpnltant Torelghl oSl snrablin bt
Sn the sSerizl bhecest. Guslh Beidg fhe cae,
FItnicE B pactlds T EHE amaunt dus T ahe Abe-
“peidunkt toreisy =araareilcs ennor Se Feseiltsa on

aisolpt of Gahral Sask rewmbciczions, the tes dus

7
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clue to Central Bank restrictions,
petitioner was under  no obligation to
withhald and pay income tax-alt-source on
il royalties ard o therefore, i not
Tiable for the deficiency withholding t:
a b s e r e assesnsment o f respondent
Commissioner of Internal Revenue =

Y "
Going by the promouncement antd insofar as the

same is  brought to bear wupon  the circumstances

ohtaining, there can be po occasion to  further

speculate when the chips omust fall, so to speak,

"The  time of payment of the royalti 1 the

*

maturation point of the withholding duty.® (Bayer,

Wer hesitate to further fashion an issue

into a

actorily settled legal situation.
WHEREFORE ,  respondent’ s deficiency assessment

for the period inveolved is hereby set aside. Moy

SO ORDERED.

Chaeron City . Metro Mamila, July 29, 1968,

AL . REYES
Associate Jud
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WE CORCLIF

AMANTE FILAER
Freasidipg Judge

—
CONGTANTE’C. ROAQUIN
Yasoriate Judge

CERTIFICATTIDON

T heareby certify that +this decision was
reached after doae consultation wnong the members of
the Court of Tax Appeals in accordance with Section
1%, Article VITI of the Constitution.

AMANTE LLER

Fresiding Judage
Court of Tax Appeals

-

AN
-



