REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
QUEZON CITY

AMF SCIEHTIFIC DRILLING
THTERNATIONAL, (PHILIPPINE
BRANCH),

Fetitioner,

- Versus - C.T A. CASE HO. 4600

THE COMMISEIOHER OF Promulgated: .

INTERHAL REVENUE, \ ‘;}__,
Eespondent. JUN 05 19% 7 Iy

DECISION

Fatitionsy seeks the refund of alleged overpaid withholding
tasmes in the ameount of P24, 70000 for the vear 1959
A% borns oub by the pleadings, petitionsr {5 a resident

forsign corporation duly organized and existing undst the laws of

fhe State of Nevada, ULA L Itis duly licenzed to do busingss n

e Fhilippinss through o Branch with postal address 3t Desoo
Compound, Em 21, Villenoo Eoad, South Superhighway, Sucat

atafiagqus, blelro Manila.  Its primary function iz to provids

ey

sarvices in relation to ofl, gecthermal, and mining surveys as wiell

a3 Girectional drilling, free point and back off and logging services

te compatiss engaged in ol exploration and power Jdevelopment

{Se¢ Exhis. A [SEC Certificate of Esgistration Mo, 927] and B [BOI

Cartificate of Authority Hoo 1247, dated July 14, 195000 It also

820



C.T.& CASE HO. 4600

epses ifT 000]s and equipment to persons or entitiss engaged in

sthermal exploration and development in the Philippines,

For the vear 1959, petitioner rendersd technical services
gz sub-contracior for f‘ﬁli"i?*'i'ﬂ Production? Palawat, Inc. lalcorn
foy-short), a service confractor engaged in oil or pefrolsum
sperations in the Philippines under Presidential Dectres o, 57, 1L
ales rendered services and recsives rental incoms from the leass
of its tools and squipment to Philippine Geothermal, Inc. (PGI), a
resident foreion company engaged in geothermal exploration and
developtment in the Philippines.

Felitionier received fechnical service fees from Alcorn in
the amount of F14.002, 28300 (US3070,05079 x F21.7923) for
vhich it was withheld a final taz in the amount of F 1,056 435800,
For services and rental income received from PGl tofalling
F13,330,002 11, the amount of P2,297 50320 was withhsld ja.nf.:i
remiffed to the BIE, computed as Tollows:

Finsl Inoome Tax Afnouant or Tax Amountor
Withheld st Sourece Income Pavmoenit Este Tag Withheld

Pental ol equipment PILZE2 381 18 TE% F 8357858
"hnal wa‘*"‘ .

>—'

Favments to Hon- P 4042001 593 % 141470771
e "'nf Foreigts

L) 11
I ﬂ e

FZAlle3379 1% 2311891

Tzl Finald and
Creditable Tax
Withiheld at Souros

P27 503 20
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DECISION -
C.T.4 CASE RO. 46040

- 3 -
on April 11, 1990, petitionsr filed its Corporate Annual
Incorne Tax Return for the calendar vear ending Decetnber 31,

1959 showing a refundable income tax of F4,450,300.00,

L

F 1, H.".'..-‘ 700

B2, 208, f.l.".:'.n(j

'zz,.;,'l:’s'%,‘:.":i}..{jja c",;‘&‘g,'i?"’ “”

Amount Eefundabls P 4,480 30000

DrpoAust 22,0 1990, petitionser filed an Ametded Incoms

Taz Eefurn for fhe vear ending December 31, 1939 showing an

amended  refundable amount of P2239,70000, computad as

Fig ', 1 ::lf'(vuhﬂi a0

17 1{3‘.; 770
s Income F20 44 ;_;m 00
Lezs: Deductions 1A 156 2 3400
Het Tazable Income F 232662300

wng Tax Due BPooofla2iaon
Lezz a) Prior vear's
Excess tredit Pl 45651500
b mhf able Taz
Withheid o LT R0 0
Ataount BEsfundable 2




BECISION -
£.1.A.  CASE RO. 4600

T &pril 12, 1991 pelitioner filed a claim for refund or tax

7
1

credit (Exh. HY in the amount of F2,939,700.00, representing
srronecnsly paid withholding taxes for the year 1939, pursuant
to Secticnn 20a03) of the Tax Code.  Pelitioner claims that the
oot received [romm Alcorn should have been excluded from the
computation of its eross income and accordingly, the &% final tax
withheld therefrom should therefore be excluded from the
craditable income taxes withheld for the current year. Thus, the
income of F14,602,258300 received from Alcorn was deducted
from the Technical Service Income of P33,765,16300.  The
balance of P19, 165 88000 ié the correct Technical Service Income
for 1944 Liksvwise, the original Creditable Income Tax Withheld
for the current vear (19590 of P3,353,991.00 should be reduced
b B1LOSH,4a85 00, representing the amount withheld by Aloorn,
the balance remazin to be F2,297505000 Therefors, ouly the
income sarned from PGL should be the one subjected to the 35%
corporate incomne tax as incorporated in the Amended Incomes Tax
Return of petitioner for the year 1940

Rezpondent it her answer alleged that the petiticn failed to
state o cause of action it appearing that petiticner failed o ctate
the dats when the tax songht to be refunded was paid. The
turden iz o pefitioner to show proof that it is entitled to fhe
refund claimed.

The issue presented befors us fof resolution is whether or
not petitionsr iz oentifled fo the refund of P2,O30,700.00,

representing allegedly overpaid income tax for 192872 dus o

We answer in the affirmative.
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DECISION
C.T.A UASE Hi. 4600

_5_

Although the petition Iailed to aliege the date when i

l"lll

tamwas S ;_':1]' o b refunded or credited were I"qr =till a clocer

sorubiny of the documents attached as Annexes o the petition
will show that the creditable income taxes *-,--.-*ithhél:::l covers the
vear 19489 The claim fof refund or ax credit was {iled with the
rezpondent’'s office on April 12, 1991 In order to foll the fwo-
vear presoripiive period for filing a claim for refund or tax credit,
petitioner filed the petition for revisw on April 15, 1991

Petifioner during the hearings of this case presented
- documentary as well as testimonial evidence to prove entitlement
to the refund or tax credit sought to be recovered by way of this
petition for review. The following documents were pressnted
and offered in evidence, to wit:

1}V The original Corporate Income Tax Return for 1939

Exiy, Fo filed on Aprdl 11, 1000, together with its attachments

coetisisting of the following:

2} The Audited Financial Satements;

1) fchedules of Taxes and Licenses paid;

o) Schedular Deductions; and

Wl Scheduls of Depreciation.

2} The Amended Corporate Income Tax Return for 194¢€
{Exh. Gl filed on August 22, 1990, tf;’gé.‘-.-th‘.:*ef with itz attachments
similar to the items above-snumeralsd;

3) Certificate of Final Income Tax Withheld at Scurce {(Exh.
Eiissued by BGL

4) Certificate of Creditabls Income Tax Withheld at Source

tFxh. Do jzsued b BGL



DECISION -
C.1.4 CASE HO. 4600

S Certificate of Tax Withheld at Source issued by Alcorn
(Exh. C)

G) Eummary of Tax Withheld at Sourcs issned by BPGI for
the monthe of Janvary (Exh. 1), March (Exh. L), June {Exh. O,
September (Exh B, October (Exh. U), and Decembeer 1989 (Exh. X)
showing the amonnts of taxes withheld by PGI from petifioner;

73 Central Bank Confirmation Receipts (Exhs K, N, Q, T, W,
and 2} and BIE Farment Orders (Exhs. |, M, P, 5, ¥, and ¥) as proof
of retnittance and payment of the taxes withheld to the BIR by
FGI from petitionst; and

&y BIR Certification dated Febtuary 14, 1992 certifying

that the Confirmation Receipts presented by petitioner were

verified to be correct per their records iExh. A4)

The incomse received as a sub-contractor of Alcorn, a
cervice contractot engaged in petroleum operations under PD. 87,
was properly subjscted to the 8% final tax, pursvant to the
provision of Secticn 1 of PD. 1354 [Imposing Final Incomes Tax On

subcontractors And Alisn Employees Of Service Contractors and

In Petroleum  Operaticnz In The

Fhilippines Under Fresidential Decres No. §7), effective April 21,

178, o wit:

TSECTION 1. 73x on subconiraciors -
Every subcontractor, whether dotnestic of foreign,
enfering into 2 contract with a service contractor
eigazed in petrolswn operations in the Philippines
siall be lisbls to a final income fax equivalent to
gight pereent (3%) of its gross income derived {rom
such confract, such taz fo be in lisu of all fazxes,
whether national or local: Bropided Sowedarn that
any ihoome recetved from all other source within
and without the Philippines in the case of dotnestic

Lo
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DECISHOH -
L.T.A CASE HO. 4609

subcontractors and within the Philippines in the case
of foretgn subcontractors shall be subyect to the
regular incotns fax under the HNational Internal
Revenue Code The fertn "gross income” means all
income eagnsd oF received as a result of the contract
entered into by the subcontractor with a service
contractor engazed in petroleurn operations in the
Fhilippines under Presidential Decres No. 677

As such, the income received from Alcorn should be
su:nded in the Gross Income for 1989 The tax withheld
therefrom being a final tax should alse be excluded in the
Creditabls Tax Withheld at Source.

With respect to the income earnsd frotn PGI, petitioner
being a resident foreion \.:::z:'rp-:r»ratic»n with an established Branch

in the Philippines should be taxed under Ssction 25(a)(1) of the

-

Maticnal Internal Eevenne Code, which provides:

“Sec. 25. Rates of tax on foreign
corporation. -

(a} Tax on resident foreign corporations.
(1) In general. - Unless otherwise provided, a
corporationn organized, authorized or existing under
the laws of any foreign country, enigaged in frade or
usiness within the thp;mﬁ* shall be subject to a
tax equivalent to 35% of the taxable income derived
in the preceding tazable year from all sources within
the Philippies”

Thus, az correctly pointsd out by pelitionsr, the rental

lcoms on equipmesnt and tools and the other service incoine

...... -

exiept those income received as a sub-contractor engaged in

e

pettoleum operations under PD. &7, are subjsct to the normal



DPECISIOR -
C.T.A CASE RO. 4600

rate of 35% instsad of the 75% and

35% final withholding tax
nant o the above-cited law,

ix

pure

Aftsr having overcome the burden of proof in claims for
refund or tax credif, We therefore see no reason why petitioner’s
olzim for refund or issnance of a tax credit in the amount of
F2,039,700.00, as appearing in its Amended Corporate Incotns
Tax REeturn for the calendar vear ending Decetnber 31, 1959
should not be granted.

WHEREFORE, finding the petition tnsritoricus and in
accordance with law, the same is hereby GRANTED. Respondent
iz ordersd to refund in faver of petiticoner the amount of

B2 0% f{ TOO 00 IHII-_t‘unhnu' oxressively

clv paid income tax for 19869
lue toan erronecnsly withheld ta

Ho pronouncerment as to cost

50 CRDERED.

ERNESTO D. ACOSTA
Praesiding fudgs

WE CONCUR- |

A E. GRUBA
:1-:‘ soiate Judge

7 7
- RAMON O. DE VEY
Aczooate judos




DECISION -
C.T.A CASE HO. 4600

CERTIFICATION

[ hereby certify that this decision was reachied after due
consuliation among the members of the Court of Tax Appeals in

accordance with section 13, Article V111 of the Constitution.

boTo @ ot

ERNESTO D. ACOSTA
Presiding Judge -«

Court of Tax Appeals



