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I‘iu petitioner herein, Inter-Fort Coamercial Come
pany, seeks by this qpptal to reverss a decision (Exhi-
bit “J", p. 91 VIR x;c.) of the respondent Commissioner
of Internal ilevenue denying 1ts c¢laim for refund of the
tetal amount of a&,647;35 which the respondent had
assessed and reguired it to pay in different amcunis
and on fngr different ocsasions during the year 1996,
supposedly under authority of Section 191 of the iHa-
tional Internal Hevenue Code which impouses a percentage
tax of 35 on the gross receipts of printers and other
sundry occupations.

The pertinsut factis are not.centroverted, Feor
brevity, we shall give the gist of these facts as ape
pearing {n the “Siipulation of Facts® (pp. 29-30, CTA
rec,) of the parties and the addftional evidence pre~
sented during the trfal of the case.

.Th. petiticner herein, Inter-Fort Commercial Con=
pany, is 2 cdomestic corperstion which was erganized,
acecording to the purpose clause of 1ts /rticles of In=-
corporation, Exhibit *A* (pp, 51-87, BTH rec.) for the
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purpose of engaging in multifarfcus business activities
among thea that of the printer, stationer, litegrapher,
engraver, diesinker, publisher, paper manufacturer, ia=-
perter, exporter and independsat contracter. However,
from the nature and kind of machinaries used in peti-
tioner*s manufacturing plant (pp. 32-42, CIA rec.) and
the compensatien which £t recelived froa senzi & Co.,
Inc., from April 1, 1956 to Ccteber 31, 19%6, Inclusive,
amounting te #221,581.66 which £s now under review, the
petiticner derives 113: main income and is engaged pri-
marily, if net solely, in the business of converting
blank paper m'u.u and cardboard supplied te 1t by
Menzi & Co,, Inc. inte ;npu- bags, envelopes, notebooks
and paper pads which the latter company thea sells to
the public. In compliance with the written coatract,
Exhibit *8" (pp. 13-15, BIR rec.) between the twe come
panies which was exscuted on May 12, 1950, bexely four
menths after the incorporation of petitiener corporation,
the latter among other things aleo does limited printing
Job on the articles which it mfntﬁu for its em~
ployer in order to make them mors marketable and for
the purpose of identiiying the manufacturer and trade-
mark of such articles. Some of the savelopes and paper
bags, Exhibits "C-6" te "Celd", manufacturea by the pe-
titioner for its employer are impressed with the trade
nane "Menzi 4 Ce,, Inc.". Fur the convenience of se¢hool
c¢hildren and school teachers, the notebooks end paper
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pads, Exhibits "E” to "E-4" and "F* to "F=4*, are pro-
vided with lines and on their cover are impressed the
wopds “Bureau of Education”, "Knowledge 1s Power®,
"Seforita (Registered Trade Merk) Mote Book", "Name,
Age, Grade, Room, School, Town, Province, Teacher®,
"Manufactured In the Philippines by Menszi & Co., Inc.,
1087 Soler Street, Manila", "Sefiorita (Registered Trade
Hark) Grade Pad* and "Seforita (Registered Trade Mark)
Intermediate Pad®,

The petitioner maintains and operates for this
incidental printing job, one (1) cylinder press machine
(pe 33, OTA rec.) in its manufacturing plant, out of a
total of twelve (12) machines (pp. 3242, CIA re8.),
the eleven (11) others being used for paper cutting,
papexr ruling, sewing, stripping, cermering, Spiral
punching and envelepe blank cutting.

Puring the periocd from Apeil 1, 1956 to Cotober
31, 1956, inclusive, now under review, the petiticaer
received from Menzi & Co., Inc., a5 compensation for
the prestation, the total amount of !221.581.6{6. itemized
as followes

A23¢ mmw

Apeil ¥ 1440, 71 #1,066,85 #55,125,65
May 2,98,76 770,35 96,908, 25
June 4,278,2) 14034, 80 30,045,82
July 4,499,37 1,066,809 17,255, 54
rugust 8,208,50 1,068, % 6, 776,19
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september ¢ T 400, 06 v BG4S F 34072.C5
Gctober 5,498, 90 585,45 4,783.65
(Paxr, 8, STIFACTS , pps 26=27, CTA rec,)

The respondent, upon the insistence of one of its
agents and émt:ny to his previous rulings on the matter
(Pars. 9 & 10, STIFACTS , pp, 27=29, CTA rec.), assessed
against and required the petitioner to pay to the Governe
ment the total suam of +6,647,45 as three percent (3K)
printer's tax on the gross compensation iontsmod above
in the amount of ¥ 221,581.66, Tiw respective dates of
payment and the amounts actwally paid, as appearing n
the official recefpts, Exhibits "H", “Hel", "He2" and
“H=3" (pps 43-45, CIA rec.) are as follows:

nd arter, 1956 T 20=56 $4,827, 79
July & August, 19%6 G= Tob6 1,166, %4
september, 1956 1= S=36 37,36
(etobex, 1956 li= 8-56 326,04

TOTAL ,sess00sneences @’6.“70‘5
et o

(P‘t. 11, STIFACTS , pe 29, CTA l‘.c.’

The petitienex through counsel, in a letter, Exhibit
“I* (pp. 77=78, BIR yec.) dated December 6, 1996, and
received by the pespondent on December 14, 19%6, ques~-
tioned the validity of the assessment i(nvoking the pre-
vious contrary ruling (B8IA Ruling Ne, 105,02, (ctober 24,
195%) of the respondent on the matter and also reguested
for the refund of the total sum of + 6,647,495, which it
was required to pay as pegcentage tax during the year 1356,
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The respondant, however, denifed petiticner's claim fer
rafend © 1 leiler, ~xhibit *J* (p. 91, 512 rec.) dated
September 11, 1997, whish was receivaed oy the pestitioner
on September 23, 1987, alleglug among other things that
the BIR ruling being invoked by petitioner has slready

' been superseded by another rdling contained (a the Bth
Indorsement of tha Secretary of Finance to tie Collecter
of Internal Revenue, dated Feoruary 26, 1956, and that
the petitfoner s liable as a "printer” to the fixed
and pexcentage taxes provided in sections 1627 and 191
of the Natlenal Internal Hevenue Code, ot satisfisd
with the last mentiocned ruling and denfal of 1ts clagm
fox refund, L pat:;im.ér on Jeptember 26, 151‘;7. inter=
posed the present appeal within the perfod prescrised
by 1 4 |

The enly issus Lo be decfded In this appeal s
whether or not the petitioner ceuld be constdered a
"nm" as the word 15 used in Section 191 of the Ne=
tienal Internal hKevenue Code and thereiore, subject teo
the three parcent (3e) printer's tax on its gross ree
cofpts undey the aforecited sectlien of the Tax Code,

The petitioner does not dany thet it does & limited
printing Jeb for ﬁnn:i & Co,, Inc, In the process of cone
varting the paper '‘n rell and cardboard of Lhe latter
fnto paper pads, noiebooks, envelopes and paper bags.

As 3 matter of fact, the petitionsr eandldly admits that
for this purpose it maintaine and operates one {1) cylinder
press machine In its manufacturing plant lecated at 1076
Soler 6t., Manila., Howevex, the ﬁtnsm uaintains

3‘N
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that the printing joo that it does for enzl & Co., Inc.
g8 but an incident of Iits main contract with said com-
pany which iIs to convert the materisls of the latter
into paper bags, envelopes, notevocks and paper pads.
The petitioner claims, and the respondent has not dise
proved this fact, that the linf{ted printing job that it
does ia ite manufacturing plant is exclusively for Menzi
& Co,, Inc, and that it has never offered nor accepted
printing jobs from outsiders in the capacity oi a printer.
As a matter of fact, it 1s sxpressly stipulated In the
sentract, Lxhibit “B* (pp. 13-15, BIR rec.) detween the
two corporations that the petitioner cannot perform any
wexrk for gny persen or entity other than Menzi 4 Co,, Inc,
unless the amount due each yesr irom the latter to the
petitioner for work performed shall be below E HUNLREL
THOSAD PESG (#100,000,00), Even the trade-name of
the petitioner < "Inter~Port Cammercial Co." does not
give the slightest hint that it is onq!gua. in printing
as its main line of business unliike the regular printing
establishaents that usually add to their firm name the
descriptive suffixes "Printing Press”; "Press® or *lithe-
grephexr®. The petitioner further avers that for the

last twenty (20) years, the respondent has consisteatly
ruled in cases of Ihﬂ.u‘m. thet the coatracter
who mékes paper bays, envelopes, notebooks and paper
pads for another who supplies the materials, even though
printing s done In the process, Is net subject to the
printer's tax, and for that metter any national internal

i 3
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revenue business or occupation tax, but that it 1s the
owner of the finished product who is 1lisble for the pay=
ment of sales tax on Its sales thereof to the public,
(3IR Rulings of December 2, 1940; January 17, 1947;
July 2, 1981; snd, CGctober 94, 1955.) The petitioner
contends that the previeus rulings of the respondent on
the matter adhered to for almost two decades, and not
the present one, are far more reasonsble and In consg-
nance with the law snd therefore the decision now under
review should be reversed and set aside,

Contrary to hie previocus rulings on the aatter,
the respondent now tries to stretch the length aad bresth
of his collecting arm by interpreting the word “printer®
as the word Is employed {n Section 131 of the National
Internal Hevenue CUode in 1ts strictest literal sense,

He avers that the petitioner admits that {t does printing
work for Menzi & Ce,, Inc.y; that the petitioner also
admits that it ownes and operates one (1) cylinder press
machine; and, that {ts Articles of Incorporation permit
it te angage in the printincg business, HErge, it sust be
& "printer” within the meaniang and ecope of the word as
enp loyed 'm Section 191 of the vational Internal Aevenue
Code, and therefore, lisble for the peyment of the per=~
centage tax provided therein.

We believe that the iInterpretation, scove anc mean-
ing given by the respondent In the present case of the
word ®printer" as ﬁlw in Section 191 of the lational .
Internal Revenue Code Is much toe literal and unreasonable.
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According to Webster's New International Pictienary,
Second Bdition (Unabridged), "A printer is one who
hooks, newspapers,
engravings, ets.". In the case of petitioner, printing
1s cloarly not its businessy it has neves offered Its
sexrvices to Menzi & Co,, Inc, nor to the public as #
printer; and, the great portion of the wopk that it had
done still doing for saild company is not printing.

A person’s main occupation or business is detere
uined by many factors ameng them (1) the firm name used;
(b) the kind and the extent of the service ar services
that it has offered and has asctually rendered to its
customers; and, (c) th\mumdthum
hunhn;uﬂrm:-. Take the case of the shoe-
maker or hotel keeper which are among the occupations ox
business activities specifically mentioned fn Section
191 of the National Internal Revenus Code subject to
percentage tax., Let us suppose that the shoemaker, in
opder to reduce his cost of production and because of
fmpert restrictions, manufactures his own shoe boxes
and also maintains and operates 2 samell peinting press
with which to label the trade-mark, color, style and
sizes of his finlshed products, CUbvicusly, if one must
decide the main ccoupation or business of said person
for the purpese of applying Section 191 of the National
Internal Kevenue Code, It would be anistdu to classify
hin under the category of 2 "shoe bex manufacturer” or a
"pll.nm‘.)
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To cite ancther example, it would be a mistake to
classify a "hotel kespar" as a "printer” er as & “*baker*
simply because he maintains and operates a small printing
~ machine with which to print his daily menus and a small
bakery sheop from whxch he makes bresd for his hotoi guests.
Conversely, & person may be engaged {n the meln business
of printing with one or two incldental activities on the

sfide in connection with sajd business, such ss for exe
| ample the operation and maintensnce of s restaurant for
the exclusive use of its offici{als and employees and »
mechanical shop for Fh- vepair of fte printing machines
and office vehicles, ior the purpese of occupstional
classificetiuvn, the person i{s a printer and not an ope=
rator of a mechanical &r repair shop or a restaurateur,
*Whexre a person or corporation {s engaged in a distinet
business and, as a feature thereot, tnlan activity aezely
ingcidental which serves ne other porson or business, the
incidental and restricted activity is not te be consi-
dozed as intended io oe separately or additieomally taxed.*
(Credg vs. Ballard & Ballard Co. 19€ Se, 233 cited with
appreval in § tandacd-Vacuun Vil Co, v, Municipal Trea-
surer of (pon anc the Junjcipality of Upen, G. R. WO Le
6931, April 30, 1955; eee also wanila Lighter Transpemta=
tion, Inc. vs. The dunicipel Seard of the City of Cavite
ot. ale., G. Re WO, L-6843, April 27, 1956, 52 G.u. 3072,)

The respondent gives es additional greund for his
present ruling the fact that under Its charter, the petfe
tionexr s permitted to engage in the printing business
and since {t actually did printing werk for Menzi & Co.,
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Inc. in 1986, no matter how limited and exclusive, it

is therefoare & printer within the contemplation of Sec~
tion 191 of the National Internal Revenue Code. Un
this nm.. the respondent s in erxror. As pointed

out by petitioner's cwmﬂ.jh 1s not so swch what the
charter says as what the corpegation actually does that
contrel® (51 Am, Jur,, Sec. 599; see aslso Jesus Sacred
Heaxt College vs, Collectox, Gy 4, Ne, L-6807, May 2,
19544 Collecter ve, V. G, Cinco Educational Coxporatien,
53 G Go 2470; University of the Visayss vs. Collector,
Cebu Givil Case Ne, A-3434, January 22, 19%58),

(n belfeve and so held, based en the sbove exiterts,
that the respondent was In exvor when he classified the
petitioner herein and made it te fall under the category
of a "printer” for the purpese of exacting frem it as
such the percentage tax provided in Section 191 of the
National Intsrnal Revenue Code, /ﬁu petitioner herein
rightly and correctly falls under the categery of an
"independent contrecter” (Article 1713, Civil Code of
the Philippines; Fressel vs., Mariano Uy Chaco Soms & Co.
34 Phil, 122) and not as 2 “"printer” judging from the
terms and condftions of its contrect, Exkibit "B" (pp,
13-18, SR rec.) with Menzi & Ce., Inc.j from the nature
and kind of machinerfies used in its asnufscturing planty
from the nature and kind of prestation M; and ,
the compensation received for such prestatien, )

Apparently, the all-embracing and Literal seaning
umwmuipﬂntttthﬂ'ﬂmtu' in the
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present case was brought about because he found his
hands tied before the approval of Republic Act No.
1612, which took effect on August 24, 195G, adding
“other independent contractors™ In the list of occupa-
tions or business activities subject to percentage tax
under Section 191 of the National Internal Hdevenue Code,
The pespondent suet have thought that without stretch-
ing te the full the meaning of the wopd "printer®, wrong
and far-fetched though It may be, there would be no wayof
goetting his share of 3% on the gross receipts of peti-
tioner because the nature of the prestation done by it
for Menzi & Co., Inc., 1s clearly that of an "indepen-
dent contractor®, Te this we say, that a patent defl-
ciency In the law cannot and should not be cured thru
an incorrect and fare-fetched administrative Interpretas-
tion of such law, The remedy is for Congress te correct
such deficiency as In fact it did when it approved Re-
public Act Neo, 1612 on August 24, 1956, ,

Congress itself admits said deficiency as shown
in the explanatory note Lo House B1ll Neo. 5809 (now
Kepublic Act Ne. 1612).

"The proposed blll seeks to amend Title
V of the National Internal Revenue Code pere
taining te privilege taxes on business ang
occupation, The features of the proposed
amendments are as follows:
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and the additional revenve resulting from

underest asted.t  (Congressional Record,

v IIl, ppe H46-0947, May 17, 19565

ing supplied.) .

The case of the petitioner has ceased to be con~
troversial and is now settled with the approval of He-
public Act No, 1612 on August M, 1906, From the date
of the approval of said Act, the petitioner Is liable
for the payment of a fixed percentage tax of 36 on its
gross peceipts under Section 191 of the National Ine-
texnal Hevenue Gode, pot &% & prinkes but as an inde-
pendent gentrsctoxe

chtmjuiuﬂdiﬁ.“‘hﬂmuh
refunded which the petitioner had pafd during the period
from July 20, 1956 to November &, 1956, inclusive, it
is entitled to the refund of the amcunts of #4,827.79
and #1,306.24 or a total of #5,994,03 which were paid
on July 2, 1956 and September 7, 1956, respectively
(Exhibit "W" and "N-l", p, 43, CTA rec,), but not the
amounts of #327,38 and #326.,04 or a total of #663.42
(Bxhibits "H-2" and "He3", pp, 4445, CIA rec,) which
were pafd on Cctober 5y 1956 and November 8, 1956, rese-
pectively, after the approval of Republic Act No, 1612 on
August 24, 1996, The respondent may retain and consider
these last two~amounts as payment by the petitioner of
its percentage tax carresponding to safd periocds as an
'MW““HIW»
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WHEREFCRE, the decision appealed froam is modified,
and the respondeat Commissioner of Internal Aevenue Is
hezeby erdered to refund teo the petitioner Intes-Port
Coamexclal Company the amount of Five Thousand Nine
Hundred and Ninely Four Pesos and Three Centavos
(#5,994.03), without proncuncemeat as te costs,

S0 CRADERLD,

Manila, Cctobexr 26, 1999,

WE CONCUIL;

Presiding Judge

L/

REMAN M. UMALI N

Assoc iate Judge
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