Secs. 23 (F), 42 (A) (3). (C) (3)
| and 108 (A), all of the National

Internal Revenue Code of 1997,
. as amended

| BIR Ruling No. 068-3013

‘ VZT 3~2073
SYCIP GORRES VELAYO & CO. | 6 2020
6760 Ayala Avenue

1226 Makati City

Attention: ATTY. JULESE. RIEGO
. - —-—\--\——_

Gentlemen:

llll l Ines Is not SUbjeCt to | hilippine Income tax and conse uen 0 with '
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NGI 1S a non-resident foreign cornoration organized and existing under the laws of
France with business address at

| . with
registration number | | . It 1s engaged in the business of operation
of management and operation of canteens, restaurants, and catering services as well as in

research and consultancy relating to the supply chain, management and operation of food
and beverage distribution, and food handling safety, among others.

On December 17, 2012, NGI executed a Consultancy Agreement with the following
local companies (collectively referred to herein as the “Companies”) which are engaged in

the business of rendering integrated on-shore and off-shore manpower supply, logistics and
support services to the oil and gas companies in the Philippines:

Supply Oilfield & Marine Personnel Services, Inc.
Supply Oilfield Services, Inc.

SOS Transport & Logistics, Inc.

SOS Marine & Environmental Services, Inc.
Supply Oilfield Services (Subic), Inc.

Oilfield Institute of Learning in Asia (Oi1l-Asia), Inc.

“oiied S sl adea

The Consultancy Agreement is for the provision of the following services:

| Provide advice on the development and implementation of business
strategy, techniques and negotiation of commercial agreements;

2. Advice on industry best practices:

3. Evaluate the qualifications and experience of key staff for recruitment
and on-line conduct of applicants’ interview:

4. Assist in the formulation of policies relating to compensation, pensions
and other employee benefits:

5. Assist in the secondment of employees between group companies;
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6. Assist in the negotiation and formulation of any agreement involving
International transactions:

7. Assist in the handling of international disputes and procedures before
Inteérnational courts or arbitration proceedings;

8.

Providc; International marketing support services
marketing strategy: and

9. Assist in the encouragement
Group newsletter and Internet.

including the review of

of internal communications despite the

Under the terms of the Consultancy Agreement, NGI will render the above-

enumerated services outside the Philippines. For the services rendered, NGI shall receive

service fees based on actual cost of man-hours spent by NGI staff for said services which

shall be paid on the basis of separate invoices issued to each of the Companies,
corresponding to their respective parts in the service fees.

In reply, please be informed that under Section 23 (F) of the National Internal
Revenue Code of 1997. as amended., a foreien corporation, like NGI, whether or not engaged

In trade or business in the Philippines. is subiect to income tax only with respect to income
derived from sources in the Philippines, to wit:

'SEC. 23. General Principles of Income Taxation in the Philippines. -
Except when otherwise provided in this Code-

XXX XXX XXX

(F) A foreign corporation, whether engaged or not in trade or business in
the Philippines, is taxable only on income derived from sources within
the Philippines. ” (Emphasis and underscoring supplied)

Concerning income from the provision of services, under Sections 42 (A) (3) and
(C) (3) of the National Internal Revenue Code of 1997. as amended. income is considered

derived in the Philippines only if the services are actually performed in the Philippines, to
Wit:

"SEC. 42. Income from Sources Within the Philippines. —

(A) Gross Income from Sources Within the Philippines. - The following
items of gross income shall be treated as gross income from sources
within the Philippines:

XXX XXX XXX

(3) Services. - Compensation for labor or personal services performed
in the Philippines;

XXX XXX XXX
(C) Gross Income from Sources Without the Philippines. - The follqwing
items of gross income shall be treated as income from sources without
the Philippines:

XXX XXX XXX

(3) Compensation for labor or personal services performed without the
Philippines; " (Emphasis and underscoring supplied)
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construction, erection and installation Supervision, direction and control 0}‘
testing and commissioning coordination. . ." of two projects involved two
laxing jurisdictions. These acts occurred in two countries — Japan and the
Pl?ilippines. szile the construction and installation work were completed

within the Philippines. the evidence is clear t

Japanese Yen Portion | were made and completed in Japan. These services
were rendered outside the taxing jurisdiction of the Ph ilippines and are

therefore_not subject to contractor's fax." (Emphasis and underscoring
supplied)

Such being the case. the service fees to be paid by the Companies for the services

rendered by NGI outside the Philippines are exempt from income tax and consequently from
withholding tax. (BIR Ruling 068-2013 dated February 18, 2013)

provides that:

"SEC. 108. Value-added Tax on Sale of Services and Use or Lease of
Properties. -

(A) Rate and Base of Tax. - There shall be levied. assessed and collected, a
value-added tax equivalent to ten percent (10%) of gross receipts
derived from the sale or exchange of services, including the use or lease
of properties: Provided, that the President, upon the recommendation of

the Secretary of Finance, shall, effective January 1, 20062, raise the rate
of value-added tax to twelve percent (12%). . .

I'ne phrase 'sale or exchange of services' means the performance of all
kinds of services in the Philippines for others for a fee, remuneration or
consideration. . . " (Emphasis and underscoring supplied)

| G.R. No. 1-37377. 18 December 2001

ﬁ

- The VAT rate was increased to 12 percent beginning February 1, 2006, in accprdanqe with the Memorandum of the
Executive Secretary to the Secretary of Finance dated January 31, 2006, as C{rcularlzed by Revenue Memgrar:jdun(;
Circular No. 7-2006 (Publishing the Full Text of the Memorandum from .Execuuve Secretary Eduardo R. Egm]{ta stei
January 31, 2006. Approving the Recommendation of the Secretary of Finance to Increase the Value Added Tax Rate
from Ten Percent to Twelve Percent) dated January 31, 2006.

PAGE 3 OF 4 |




r

3
LT e T :
al’&'-.o‘l..“fsv d 3 V R v.
p -‘af s - ¥ ‘ p . oa 1
x vl * .w od ov P a® ¥ . s
4&:\ ] M.. A N - LB
4 &N . - T

' 54 s - s L'
..\ a‘tt.o g .. ’
3 ‘-. e, . . o e le.a -
- I .‘ A .’)t \.’;.’~ 4 a 9 . %
. g g LRl A 0 ¢ g D ¥, Lok B p
Orrm. £ b s ¥ vl i LR .
’ & ho_’f. ‘3¢ h.!. B ot “ .
ey GRS I8 S AN, A
g an £ «44».. s, \%.f. ..w.s. .A...- -
4 D 3 4 A -
s M -, H .Ja\ - l\. p
‘ Yo SETRY QS Py

"
® .-
RN
) A A
- .
»
L 4
»
-
- L | .
-
e
» > -
'
.... - -
o .. -
“TA L
v 4 |
T
Ny 4N .

¢ »
g Y .
S e Tatl M
g L10n.'l¢
AR PR T
M\‘I’) Q,A : -3 .
[N ,
' il R ¢
a ™
..a.,»..t’ - 8
S r,
g 5
iR €

a.

..-
’ . f.

B dis e R LN g 4 .
$

R RERRE T

¥ >
L]
P oy J\

$0%
e



