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DECISION

1l andfor tax

1y withheld

credit of allegedly

for the calendar yeay 1407 854.00
(CTA Case Mo 3786 e refund of
alleged u*fwm paizci 176, Tor the
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Tax Code (CT A Caze Ho 4042)

the

aned from the records and the pleadings of
parties, it appears thatl petitioner is a resident foreign corporation
doing business in the Philippines. It provides directional drilling

tools and services as a sub-confractor of service confractors

engaged in pelroleum operations in the Philippines. The {acls are
narrated as follows

FACTS:

Y

CT ﬁ CASE NO_ 3746

On January 3 Fanfmﬁq_z nterad into s Tontract For

E ¥

Cementation Services with F N"ﬂ'- EDC wheteby the formet

> provide the latter - with ¢ amenting equipment and

{Exh. A) On same date, both parties entered in anothér Confract
For Directional Drilling Services whete patiffonsr would provide
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L]
»
o

FHOC-EDC with directional drilling tools and services {Exh. B}

»th instances, sald contracts were entered inte by FHNOC-EDC in

coninsction with the pet

olsum Operations In The Philippings Undsr

" i3 likewise engs; fot-

25 [0 varisus clisnizs among

which was PHCOC-EDC

final incoms &

sehroleum onerafions as
b

arad by patitinnar rpees
T N . F ‘.' D ) i - kS

the non-PI. 1354 services, PNOC-EDC withhisld the

1 itz T'T: "L‘ ante t

thersfors, no income taz liability was due thersfrom.

petitioner had allegedly overpaid ifz income tax in

P1,a07 852.00 represet 1#1*1" the &% final tax withheld by FHNOC-

EDC's nen-F D0 1354 operations.

on May 9, 1984, petitioner through its auditors filed a

claim for refund or tax cradit (Exh. B} with the recvondent in the

-1 TS

yzadd as followss: (Exh C-3
9

ey e <
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DOYEL SCHLUMBERGER (EASTERH), INC. - PHILIPPIHE BRANCH
' F TAI VITHHELD BY CLIEKTS

Lesz: Teses claimed unider P Ho. 15354 returns 2530141 55

TOTAL CLATMAELE TAY CREDIT IN HOB-F DO IS54 RETURNS Pl 407 852100

- Claimed under F I 1354 renarns

- Hetapplicable o non-P D 1254

= Ministry of

-

& contractor

St A
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provids

xin ths

s Fiampry
Lok Ei

Th, bresakdown

olaim for refund with ths BIR in the amount of F53

LA,

reprasenting erroneonsly paid

contractors tax for the year

1944, It i3 petitioners opinion that as a sub-contractor

Habkls for confractors fax undsr Ssction 205 of ths

. 131
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patitionsr iz atill

Total
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L’-?‘-: 23

EDC g AFsUad

as zménﬂm by D * 5'75 wm,h

#

o s TRt ADTY o9

: ich are merely
recharges to of reimbursements
» from r'H Qo -EDC 1684042 5

"
el

aross Pvc",‘:l ts whic h should have beenl
Y

sutdectad to contractors tas

v
e
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]
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wd
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‘ ’ Contractors Taz Du F i
ontra 5 Tax Paid 5

"y
s gz 2
Tead o

refund cdzim filed by

h 24, 1956 a petition

- I T FCS & BN
irden of showing that

ally collsctad.

7o een collected in accordancs with law
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for refund of erronsously pald 3% confrack

H
R N S AR 1983 i A ke
4 P

o Hoo 4042 respondsnt waalved

Top I

sifered by petition

- iy fard
£ Py

[SSUES:

CTA Case No. 3786

=dly representing overpayment of income fax

for itz non-Presidential Dectee Noo 1354 services for the vyear

1342,

taz or in the alternative the refund of F1539,32553 as overpaid
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CT.A Case No. 3780

The

'D

Fresidential Decres Mo, 1354 (April 21, 1978) and Section lie

Revenue Regulations No. 13-75 (September 7

.'x:,_

Sections 1 and 3{a) of Presidential Decrse Noo i

O e
provides:

"SECTION 1. 73x op subconlrackors -
Every subconfractor, whether domestic or foreign,
sntering into a contract with a ssrvice <ontra ctor
et d it petroleumn operations in the Philippines
shall be liabls to a final income taz equivalent to eight
percent (8E) of itz gross income ue*-zer‘ from such
contract chotax t:,u be in lien of any an i all tazes,

‘ P

amal of lecal: Srovided .

laves applicable in this caze are Sections' | and 3ia

*.Ja"' f}idi‘ ’111‘5' .

*~1>‘hn» nd

ived from all other sources
Fhilippines in the case

subacontractors and within the Phihpmn

.s::ef forsion m;_.f:.a:nf,:m

L
ors shall be mi if‘:r t’fze
resular {ncome tax under
Rﬁv@.nnﬁ Conda,

contract  ehigs
Fhilippines
{(Underscoring supplied )

=F %y T Tr nF oy = T vy
&y £ &% £ &% &% L3 £x Jao

"SEC. 3. Aanper of ;?{?ffé‘ﬂiifig tho f3x - (a)
1?‘1 deduct withhold, and
ion 1 oof o n_ Ierww ircemn
ervice o Ltrmt it ts;:e the
; -x:::»n‘r..re C

Every servicse oconiracior s

pay the tax mf

juy
2

i
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“Section 1. Income paymnenis subjeci lo
ﬁhheidmg taz and rates presrnbéd Ltherein. -
. hersin othervise gimifirl here o h il b

fax at ths harsin

v =r =y s =p =r s =w
£
L% £ Lk 43 L i PR N

{¢) Amounts paid to certain contractors.
2 pavinents to the Iollewing confractor
K xef et individual of corporation - three per canfim

- On ogre

o,
o
2
"‘--

{1} General engineering, general building and
RN ¥ ) P P s Sy
SPeCially Contratios

wr Tty wr L T < ur
a A S AL XHE A

.
sectionl of Fresidential Decree Ho. 1354 makes it plain

that the 8% final inc ofme tax refer:

n‘;

only e the gross

Ancoms defived by 3 sub-contractor Irom service

stroleum operations in the Fhilippines
All other income received from sources other than
opstations are subjsch 1o the regular income fax ral '

Mationial Inbernal Revenve Code. In relaticn Lo £

135
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of Eewvenue Regulations Ho. 13-75, provides for the withholding
sosived by general engineering,
1l ospecialty contractors. Thus, for non-PD.

by }‘Hh‘i*nu to FPHOC-EDC, the latier

instead of &E final income fax

‘totn its non-F DL

1354 services, then the fazx withheld by PNOC-EDC on petiticner's

o Liid e T A

non-FIn 1354 operations in the amount of PLa07 85200

reprasented an ovsrpayment of income fax as well Az an

SIS0 ”“"' withheld fax 2 the

2nl RESLY S N

refund and/or credit of F 1407 852 00 by prezsnting voluminous

hy the

CT.A Case No. 4042

The word Tconiracter” when standing alone or not
restrained by the context or particular words, may mean a sub-

contractor, or any person,remotely engaged under contract and

s £~

-

deing the work, a5 well a3 the original contracter. Such a person
iz a confractor as well as the original contractor. {Epifanic G.
Gonzales, National Internal Revenue Code, 1984 Revised
Edition, p. 527} It was formerly held that a confractor and
sub-contractor are inr::le:epenr.:ieﬂt tazpayers and are separately
tazable. The payment of the contracter's tax t the prime

conftactor does nof ezempl the sub-contracter, wheo actually did
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the construction fob, from his own Hability to pay the percenfage
taz. (P. ]. Eiener Co, Ltd v Commissioner of Internal
Revenue, GR. Ho L-196417, January 31, 19953, 7 SCRA
75.} Howswver, thiz i3 now =sul

Section 205 of the Tax Code, which rsads:

" means all amonnts

al o ractor as the
[ S !

arrangsment.
mr 11 iz mm .‘..'
1 ?s:iHi .{l i bie

e have interprated the above-mentionad definition in the
case of Dravo Philippimes, Inc. v. Commissioner of
Internal Revenue, CT A Case Ho. 3487, Sepiember 15,
18849, o= follows: »

5

o
¥
%4

X ® The =tatle speaks of the potrtion of the
contract price paid to lr‘he: subcontractor undsr a
subconiract agreement as excluded Irom the taxable
gross receipts of such _-.ubu-ntm ctor. Accordingly, for
the exclusion to apply, it i3 enough that the gross
receipts are those of a subcontractor and they form
part of the portion of the tolal confract price of the
prime  or principal  contractor  patd o such
suboontractor.  Thal the euboonfractor may be an
independent contractor, i« o our mind, is therefors of no
moment. It zeems clear that the philesophy behind
suclusion i3 to minimize the sffects of double
oL s f the satne gross receipts”

137
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at bar, petitioner paid directly the EIR
contrastor's tax of P42 20808 and P189,72 305 was withhseld by
FHOC-EDC (principal contractory or a total of F531,9%51.7% was

paid on its gross recsipts arising from the Service Contract

between PHOC-EDC and petitioner as sub-contractor. Ssction 205 >
iz clzar on the definition of "gross raceipts”. Gross receipts paid to

petitionsar as = 1:;-v:s:sn:‘.r:-‘~.-*r.| or are exxluded from its taxable gross

In its claim for refund filed w, ith the BIR R, it sta

1ad4 wers P

their contrach with FHOC-EDC.  Zince the oross rsoed

S ars :::':h ded nnder

the Taxz Code then the sams should nob e subis

contraciors tax 14 her receinfs sarnsd t"f the sub-

cntractor as prime confrs e contractor’s taz

The portion of the total contract price which i3 paid to the sub-

contractor shall be excluded from the famable receipts of the sub-

‘ﬁn*m:*ﬁ r. ANl the procesds earned from ifs sub-coniract

form part of the gross
Jross

.
receipts of petitioner.az sub-confractor subfact to the contractor’s

ittorious and the

DY e";‘z'!"l!'l"'i‘u'
g RS Lrg S
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in Iavot

the amount of

24 e o mee ot .,y 4 T o~ Ay ? o
g errenscusty paid 3% contractors tax

I‘ A

50 ORDERED.

& 5E0CHE !tr‘ Judgs

"

WE CONCUE:

Coxoe. Chaf

ERHESTO D. ACOSTA

Fresiding judgs

=]

CERTIFICATION

i (RS S ' P TETTT L R e e ki kDo
h Section | R Artcle VI of the Constitution,

ERNESTO D ACOS Tf‘-‘x

Conrt of Tax Annesls
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