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LIM TIONG (Manila Lumbex),
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COLLECTOR OF INTEANAL REVENUE, {(,
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This is an sppeal from the decidion ef the
respondent Collector of Internal Revenue assessing
and demanding from the petitioner the payment eof
the sum of £2,938,20 as deficiency sales tax and
surcharge, and the additional suz eof 7250,00 in
extrajudicial settlement of his penal liability for
vielation of the provisions of the National Internal
Revenue Code, er & total of #3,188,20,

It appears that petitioner Lim Tiong owns and
operates the Menila Lumber which is provided with
C=13 privilege tax receipt for buying and selling
logs and lumber, and C«l4 privilege tax receipt for
buying logs intended te be seld after having been
cut inte standard sizes of lumber., The petitioner,
net being an owner of & sammill, merely buys logs
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by the Criental sewmill, Ple Barrette & Sons and

other sawmills in Manila, He then pays the sawaill
owners for their services rendered computed on the
number of board feet eut and/or sawn, (Memerandum
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for the Petitioner, p. 1) Stipulation of Fasts, par.
2}

Priozr teo September 22, 1950, the date when Re-
public Act No, 588 took effect, the petitioner had
been paying the 3% sales tax ea the gross selling
price of the lumber after deducting the cost of the
logs. After the date just mentioned, the petitioner
continued teo pay the %% sales tax but computed en the
33 1/3 of the gross cost of logs purchased and from
which said lumber were processed, pursuant te the ee-
cond pavagraph of Section 186 of fhe National Inter-
nal Revenue Code, as amended by Republic Act Nes.
588, 594 and 894,

On May 21, 1994, the respondent Collecter of
Internal Revenue issued &n assessment and demand
sgainst the petitioner requiring the payment ef the
sum of P2,938,20 as deficiency sales tex and sur-
charge covering the peried frem 1949 te 1983, inclusive,
plus the additional amount of P290,00 in extrajudicial
settlement of his penal liability, The said defi-
ciency assessment which is the subject of the preseant
appeal, wes computed by the respendent on the basis eof
% sales tax on the gross sales of lumber less the
cost of the logs converted into .such lumber in sccord-
ance with the first paragraph of Section 186 of the
Tax Code, as amended, The petitioner admits the cor-
rectness and accuracy of the figures in the defi-
ciency assessment but questions the basis en which
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the said assessment was computed,

The only question at issue in this case is
the determination of whether or not the petitioner
is “an operator of & sawmill® in order that he san

teke advantage of the provisions ef the second
paragreph of section 186 of the National Internal
Revenue Code with respect te the payment of the ™
sales tax en the lumber he is selling.

Section 186 of the Tax Cede reads in part as

Sgtedsls oy T
e o otial o

! : Y *"'"l'\f‘""""i""f“—"”"'
ials seetlon. the total cost of such mats
ials, as duly established, shall be decuc-
tible Trom the aross sellinc price or uross
alue In mgney of the manufsctured articles
And Provided, further, That with respect to
all forest products, whether manufacture:
or 1n the original form, 2 tax egulvelen
9 five per centus only oi the sellling pric
z_gross velue In Money shall e levied,
gsessed, and collected] And provided
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The petiticner contends that he is an operster
of a sowmill and therefore his tax lisbility on the
sales of lumber should be computed en 33 L/3% of the
gross cost of logs purchased during eech cuarter.
We find this contention of the petitioner without
merit. It 18 not supporied by the facts as proved
and sstablished at the trial of the case, On the
contxaxry, the zecords cledrly show that he does net
own or operdte one, nor did he, ot one time oxr sno-
thex, svar eater inte & contract of lease of @ sawmill,
No leta of evidence wes presented (e show that Wuring
the pericd ia question, the petitioner was in posses~
sion of, ex at least had something te de with the rune
ning of any samill. He werely hired the services of
operators and owners of sewailis on & piece of work
basis, and paid thew for their work rendered computed
on the nuiber of board fesd cut and/or sewn,

Fowever, the petitioner insists that he is en
operator of & swsmill, at least by fiction of low,
He argées that & sammill {5 a factery or manufectuxe
ing cstabllciment wiwre the ¢onversden of logs inte
lusber of different sizes i» effected. Inasmuch as
in tie payweni of his sales tax, the petitioner is
considexed & manufacturer of lumber under section 186
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of the Tax Cede, he concludes that he 1s alse an
operator of 2 sawmill becsuse ene cannot Do & mamuw
festurer of lumber without being sn sperater of a
sswnill, at least by fictisn of law. ]

We cannot subscribe te the result of the legal
gymoastics of the petitisner which 7‘!3‘ o=
tend the metaing and impert of words, VIt is eur
considered opinieon that the term “operators of saw-
mills” 8s used in section 186 of the National Intex=
nal Revenue Code refers only te these who actually
suparvise, amsnage and contrel the operation of saw-
uills, In the instant case, the petitioner has no
say whatsoever in the management and operation eof
any sewaill and we hold that he is not an operates
of & sawmill, '

Moreaver, the petiticner does not possess the
‘necessaxy pernit from the Director of Forestry for the
operation of a sawmill whieh &{s required by Republie
At Koo 460, To our mind, this 1s 2 clear index thet
the petitionexr is in reality net an operator of @
sawmill which he pretenis te be, and belters our cen-
clusion that he should pay the percentane sales tex
under the first paragraph of Section 186 of the Ne-
tional internal Revenue Code, )

WHENEFORE, the petitigner is hereby ardered te
pay the sum of 12,938.20 as deficlency sales tax and
surcharge covaring the pexried from 1949 to 1983
inclusive,



DECISION »
CeToA, CASE WO, 157

N T

80 ORVERELD ,
Manila, Phiiippines, April 17.1%
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