REPUJBLIZ OF THE PHILIPPINES
DEEPAP TV.ANT OF FINANCE
BUKEAU &F “NTERNAL REVENUE
ouwzon City

| Section 22 (B) of the National |
| internal Revenue Code of
| 1997, as amended; Revenue |
Regulations No. 10-2012
BIR Ruiing No. 148-2018

- 67072018

NOV 2 9 72015

|

B. GARAY PHILWIDE BUILLERS/
.G. UY CONSTRUCTION/

{OCO TECHNOLOGIES CORPORATION
JOINT VENTURE

102 Ligaya Street, 7" Avenug, Brgy. {22 Zone 11,
Grace Park Fast, Caloocan City 140{

Atteation: L5k, CAUDENCIO G. UY
Awaisrized Managing Officer

- - -
wendemen:

This refers 1o your letier dared October 28, 2016, requesting for a ruling that the joint
veniure between C.B. Garay Phiiwiuz Builders, G.G. Uy Construction, and Coco Technologies
Corporation for the purpose of undertzking the “Raising/Strengthening of Polder Dike (Siope
Prorection Works at Polder Dike Using Bio-Engineering: Phase 2), Navotas City © Sta.
G+052.28 to Sta. 0+623.11, Malaber. Ciy : Sia. 0+000 to Sia. 0+78G” (“IV Project”), is
exempt from the two (2%) percent ¢z« d.tabie withholding tax pursuant to Revenue Regulations
FRG Ne. 14-2002.

Documents submitied disciosed that C.B. Garay Philwide Builders, G.G. Uy
Constraciion, and Coco Tecknalnii~ Cornoration Joint Venture (“JV™), with Taxpayers
{dentinication Number (TIN) is an upincorporated joint venture formed to

undertake the construciion of the JV Project; that the JV entered into a contract dated January -

27, 2016 with the Government of tr:2 Republic of the Philippines through the Departmeni of

Public Works and Highways (DPYWh) for the construction and combletion of the afore--

mentioned JV Projeci; that the JV, wica Special Contractor's License No. . which
‘~as first issued on July 23, 2013 by ire Fhilippine Conwractors Accreditation Board {PCAB),
12 composed of the following: '

1.-"C.B. Garay Philwide Buiiders, = sole proprietorship with TiN 1 :

Certificate of Business egistraticn No. issued by the

vepartment of Trade and Lidustry (DTI), and PCAB Comractor's License
Form No. which wa: first issued on December 15, 1980; .

R

.- G.G. Uy Construction, a scle proprictorshin with TIN
Certiticate of Business Fecistration No. issued by the DTI, and
PCAB Contractor's Licenz= Fo-m No. Y which was first issued on
August 25, 2006; and

3.« Coco Technologies Corpuiaticn. a domestic corporation with TIN

, Company Registration No. . ) issued by the Securities
and kxchange Commission (SEC), and PCAB Contractor's License Form
No. which was [vatissued on December 12, 2011.

and that the nerein co-venturers have mutually agreed to contribute to the JV as follows: 36%
ior C.B. Garay Philwide Buailders, 34% for G.G. Uy Construction, and 30% for Coco
technologies Corporation, and the rescuc2s for the proper execution or implementation of the

.
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V Project and further bind themselves ar ail imes during the existence of the JV to extend 10
ach other their respective fullest cooperation and best efforts towards profitable consuqctmn )
of the JV Project in accordance witd appioved plaas and specifications and 10 complete the
same within the approved work scheduis. .
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In reply, please be INLOIMSG vy nursuant o Section 22 (B) of the National_Iptemai
Revenue Code of 1997, as amendid. tni WIm “orporation” shall include partnersnips, no
mater how created or organized, juint SICR companies, joint accounts (cuentas €n
« participecion), association ¥ insurancs companies, but does not include general professional
parinersitips and.-joint venrure OF coeomium formed for the purpose 01 undertaking
CONSIFUCTiON Projects or engaging in pLiroicuin, coal, geothermal and other energy operations
pursuant 10 an operating of corsolniuy agreement under a service contract with the
Govermimet. .

Likewisz, Section 4 (B) (5) of Reveaus Regulations (RR) No. 14-2002 dated September -
S, 2002, provides that the withholding <f CWT shall not apply to income payments made to
joint ventures or construction formed for the purpose of undertaking construciion projects or
engaging in petroleum, coal, geothermal & other energy operations purstant to an operating or
consortium agreement under a service coniract with the government.

Morsover, Section 3 of RR No. 16-2012 dared June 1, 2012, implementing Seciion 22
{B) of the Natioaal Interna!l Revenus Tode of 1997, states that:

“SEC. 3. Joint Ventures Not Taxable as Corporations. — A joinrventure
or consortium formed for the purnose of undertaking consiruction projecis
which is not considered as corsoraion under Seciion 22 of the NIRC of 1997
as amended, should be:

(1} for the undertaking ¢ i construction project; and

(2 should invalve joininz oF pooling of resources by licensed
local comractor s th i . licens2d as general conrractor by
the Philippine Conrreciors Accreditation Board (PCAB) of
the Department of Trade and tndustry (DTI);

‘ ~
(3) the local coniractors are engaged in construction business,;
and

(4) the Joint Verture itcelf must likewise be duly licensed as
such by the Philippine Contraciors Accreditarion Board
(PCAB) of ihe Deparament of Trade and Industiy (DT1).

ey AXX XXx

Absent any one of e gioresaid reguivements, the joint veniure or
consoriiuim Jormed for 1he purpcse of underiaking construction projects shall
be considered as taxable corporations. In addition, the lax-exempt joirt venture
or consortium as hevein defined shail not include those who are mere suppliers

: of goods, services or capital i a consiruction project.

The members 16 a Jolu Vi iure N0 iavable as corporation shall each
be responsible in reporiing ¢vd payirg appropriate income taxes on their
respeciive share o the joini vemtuires profil.”

B Such being the case, C.B. Garay Pr.bwide Builders, G.G. Uy Construction, and Coco
Technologies Corporation Jeinr Yerituiz formed for the purpose of undertaking the
“Raising/Strengthening of Polder Dike {Slope Protection Works at Polder Dike Usingo Bio-
Engincering: Phase 2), Navotas Citv @ Sz, 0+052.28 to Sta. 0+625.11, Malabon City : Sta.

mcﬁz OF3 L

1



oo L™

NOV 2§ 7o

CE GiRi¥ PHILWIDE BUILDERS, G.G. UY £ VETEEC: JON, AND COCO TECHNOLOGIES CORPORATION

JOINT VENTURE

0+050 1o Sta. 0+780” with the DPWH 38 considered as a joint vemure not taxable as a
corporation for complying with 1he condiions provided in RR No. 10-2012, i.e., (1) the JV is
for the undertaking of construction project; {2) the IV involves joining or poaling of resources
by licensed local contractors (licensed =s general contracior by the PCAB); (3) the local
contractors are engaged in construstion husiness; and (4) the JV itself is duly licensed by
PCAB: and thevefore not subject i© (re corporate income tax under Section 27 (A) of the
Nationa! Internal Revenue Code of 1397, s amended.

Moreover, the gross paymenis i0 the JV on the JV Project are likewise not subject 10

0
1

o

the 2% CWT prescribed under Sectioi 57 (B) of the same Code, as implemented by RR No. 2- -

9%, as amended by RR No. 14-2002¢. Also, the herein JV being exernpt from corporate income
tax, is not required to file guarterly and final adjustment returns.

However, the CO-VENIUrers are separately subject to the regular corporate income tax
imposed under Section 27 (A) of the National Tnternal Revenue Code of 1997, as amended, on
their taxable income during ¢ach taxable vear respectively derived by them from the aforesaid

construction preject’.

it should be emphasized tha: the respective net income of the co-venturers derived from
the JV Project is subject to the CWT imposed under Section 57 of the National Internal
Revenue Code of 1997, as amended, +3 ‘raplemented by RR Ne. 2-98, as amended. Thus,
before C.B. Garay Philwide Buildsis, 5.G. Uy Construction, and Coco Technologies
Corporation Joint Venture distribuies the net income of the co-venturers, pursuant to their

agreed profits/income sharing, i shali v/ithhold the tax based on the net income of its co-
venuirers. :

Finally, the co-venturers are csquired to enroll themselves to the Bureau of Internal

Revenue's Electronic Filing and Payment System (EFPS). The enrollment should be done at -

the Revenye District Office (RDO) where they are registered as taxpayers.>

_ This ruling is being issusd on mie basis of the foregoing facts as represented. However,
if upon investigation, 1t il be disclossd thai the facts are different, then this ruling shall be
considered null and void.

Very truly yours,

Y - atsenic iRy
CAESAR R DULAY
Coramissioner-of Internal Revenue

KR J-LAAT

¢ Seetion 4 (B)(5) of RR No. 14-2002 dated Segiember $, 2002.
f BIR Ruing No. 148-2018 dated February 17, 2018,
¥ Section 4 of RR No. 102012,
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