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PpECIsSION

This 1s a claim for refund of the amount
of 79,628,00 represeating overpald income tax for
the year 1958. |
Petitioner General Electric (P.l.) Inc., a

foreign corporation erganiszed under the laws of the
State of Delaware, U.S.A., and duly licensed to do
business in the Fhilippines, filed 1ts imcome tax return
for the year 1958 on an accrual method of accounting
(Bxh, B, BIN rec. p. 16), declaring a net income of
P587,760,00 on which it paid an income tax im equal
installments of P78,286.50 on May & amd August 11,
1959, respectively. It claimed deductions for im-
centive compensations and overseas travelling ex-
penses in the respective amounts of M,m;no and
#39,000,00,

 Petitioner has adopted amd consistently fole
lowed a pelicy of giving extra allowances, denomi-
nated as incentive compemsations, to its employeces
and efficers for efficlient service rendered during
the year. 1Im 1958, the following amounts were de-
# '2‘5 7*
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posited to the personal accounts of petitioner's
enployees as incentive compensatioans:

Jo Bs Boots cecevcoccccccce m.ﬂﬂﬂ-ﬂﬂ
o Ao PONErs .ccceoscesncse 16’ oonoo
:o He Schloboh® cecsescecos 7
l. R. *mtt o000 OSNPOISIOIBES h’co'
Re Espinosa cecssccsscscone 'zoetm
MMI esecscsscosone k,!bﬂ 00
Ds Vytingeo .sececccscscocns 3'300 00
M, P. Marfil scececcsccscce ggsm «00
Re As a.r.l eevscecssssencve " .
Jo Jo Virlll'l svocencecene

TOotalceoonsscones W
(Bxh, F. p. 25, Petitioner’s Exhs.

- Similarly, petitioner company defrayed the
travelling expenses of an official who was transfered
to the Philippines; of another offiecial who toek a
vacation leave te the Unlhd States; and of some of
1ts offiecials who were ant abroad pu'smt to us
poliey whieh, as quoted from s communication of its
counsel to respondent, follows:

“Ihe peolicy of the compan :I.l t-
send each yenr some of its rl:cu
officers to the United States get new
ideas which can t» used ia the further-
ance of the business of the h
faot, the preszent stature of the
o n!- concern can largely be nttﬂhm

“ %o the result of the gdded know oon-
tributed its officers vhe went to the
United “tates solely for the purpose of
obtaining an upeto-date know e and
ideas from parent and affilia cor-
porations 4im the field of business the

i= engaged in x x x."
(Exh. 3, BIi ree, p. 35)

The travellimg expenses defrayed in 1998 amounted
to M8,385,.5%, which amount is itemiszed as follows:

A, D, Bontley sesescevccees ¥ ,ﬂ?l.gl
:. I. h.“ 2000000000008 1

My Po Marfil sececcccccses I“
We Ae FOWEPS secccccssssee 13,53“

Re Ao B ceceovencocere 6
J. N, m-“l- seenoveses .
TO V81 saneane
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(Exhs, B.]1 to H-6)

Nr. Ao B, Bentley, a manufacturing specialist,
was brought to the Philippines to help im the plan-
ning and implementation of petitiomer's manufacturing
program. Mr. J. B, Boots, petitioner's gemeral ma-
nager, took a vacation leave to the United States .
after three yvars atint in the Philippines, MNr. K.
P. Marfil, a key apparatus sales engimecer, wvas seat
to the United States for educational and training
purpeses and to follow up specific jobs and projects
for petitioner's Philippine business operatiomn. Nr.
W, A. Powers, a manager (Fimance), was sent to the
United States to attend seminars and company business
sonferences, at the sm‘tm for a vacation. M, N,
A. Reyes, manager of the Apparatus Department, was
sent to Brazil te represent the company in a oon-
ference of managers of International General Elec-
tric. Mr, J. N, Schlobohm, petitioner's vice-pres-
ident, had an orientation trip to the various pro-
duets department of petitioner's head office in the
United States. He also participated im study groups
and observed the operation of latest apparatus equip-
ment,

Subsequently, petitioner filed an amended
income tax return for 1958, claiming expense deduc-
tions of P70,000,00, as incentive ecompensations, and
#48,385. %, as overseas travelling expenses. It also
filed a ¢laim for refund of the amount of P9,628,00,
‘a8 overpaid income tax, computed as follows:

23 9
ot
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Net income per origimsl returm ,.P587,760.00
Isss understated deductionst
Incentive com-

mlu“ sene F25 000,00
Overseas travel ;

eXPONSes cesee _ﬂm i TP YL

Net income per amended returm ...

Tax dus thereon ooo-ooooo-ooo.oo-ﬂ“,ﬁ’;m
Tax already pald cvsceccecosnccen W

Amount refundable csececscssscoces . D0628,00
Without waiting for responient's decision on its
claim for refund, petitioner instituted the imstant
appeal in order to preserve its right under Section
306 of the Natiomal Intax"nal levenue Code.

The guestiom raised for our eonmargtion is
whether or mot petitioner is entitled to the refund
of 79,628.00, alleged overpaid income tax for the
year 1958, This question turns upon the legality
of petitiomer's c¢laim for deduction of the amounts
of P70,000,00 and ™J,559.1%, as incentive compen-
sations and overseas travelling expenses, respectively.

Sectlon 30(a)(1l) of the National Imternal Re-
venue Code, upon which petitioner justifies its
stand, provides:

“SEC, 30, Deductions from ﬂ.:. :
- 1213: computing net income there

1 be gllowed as deductions «

"(a) Lxpenses:
- "(1) In general, -

ance for salaries or other m.—
tion for personal services actually rend-
ered; travelling expenses vhile away from
Gt Tentely S Siher PUSNEES TRENSd 30 |

ren or o payments
be made as a condition to the continued
use or possessiom, for the purposes of the
trade or business, of property Se whiech
the taxpayer ha-.l not taken n» 3o net tak-

260
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title or in which he has no equity.”
, ::';mu supplied). u

To be deductible under the above-quoted pro-
vision, business expences must be (1) ordismary and
necessarys (2) paid or imcurred within the taxable
year; and (3) paid or incurred im carrying on a trade
or bhusiness (Collector of Imternal Revenue vs. Fhil,
Education Co., GJt, No, i-8505, May 30, 19%6; 5%

% 2499). )

We believe that all the claims for deduction

now im un’l:i-u'l'ur:-liP meet the adbove requisites, and

“.7’“ should be allowed.
An expense may h\'mim vhen it is not une-

usual in the sxperience of the group or community of
vhich the taxpayer is a part, To be ordimary it 1s
_ut required that the expenditure be habitual or nor-
mal in the sense that the taxpayer either makes or is
‘ required to make them often. An expense is necessary
if 1t is appropriate and helpful in developing and
maintaining the taxpayer's busimess (Mertens, Law of
Federal Income Taxation, Ueetion 25.09).

/ To our mind 1t is not unusual for petitioner
to puit additiional compensation to its officers
and employees, as an incentive to efficient service;
to send them to the different manufacturing plants
of 1ts parent corperation for the purpose of ac-
guainiing thaa with the products they are dealing
with; and, to send them abroad for vacations after
vaars of service, Needless to say, theee business

X “261”
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practices obtain in most corporations whnui operations
are as world-wide as that of petitioner. And the grant
of other coupcinationl, ia the form of bonuses, to de-
. serving employees is sanctioned by law (Sec. 30(a)(1)
of the Tax Code) and 1is deductible from gross income
(See Alhambra Cigar & Cigarette Mamufacturing Co.,
vs. Collector of Internal Revenus, G, R, No., L-12026,
May 29, 19593 Kuenzle & Etreiff, Imc. vs. Collector
of Internal Revemus, G, ¥, Ne, L-12010 & L-12113,
Ostober 20, 1959).
As regards the mecessity of semding respon-
sible employees and officers abread for training,
it i» the petitioner itself that can best determine
the same, for normally, a taxpayer would not incur
l an expenditure unless required or justified by the
| needs of the business (Iilly vs. Commissioner, 343,
U, 5. 903 96 L, ed. 769). Thus, for being ordinary
and necessary, expenses inourred by clployion of a
corporation for the purpose of attending a refresher
course in new processing procedures connected with
' the taxpayer's businmess were held by the United
i States Tax Court as deductidble from gross income
! (Pacific Grape Products Co, vs., Commissioner of
Internal Revemue, 17 IC 1097). Por the same reason,
I expenses incurred by an eofficer of a corporatiom for
the purpose of attending a convention related to its
business wars allowed as deductions (Portland Damas-
cus “ilk “o, vs, Conmissiomer of Internal Revenue

22 BTA 1236), Purthermore, travelling expenses

-f-'26%.
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ineurred during the business trips of an officer
of a corporation for the purpose of contacting other
business establishments which have business relations

vith the taxpayer are allowable deductions as erdinmary

and necessary expenses incurred im running the busi-
ness (3ee Edgar A, Basse vs, Commissioner of Internal
Revenue, 10 IC 328). m. travelling expenses
incurred in the transfer of assigmment of a company's
employee or official from ome place to another and
those defrayed im going to and from the place of va-
cation are also alloved as expense deductions.
Inasmuch as petitioner actually incurred
and paid in 1958 the amoumts of P70,000,00, as in-
centive compensation, and 8,385.%% as overseas
travelling expenses, it should be allowed to deduct
the same from its gross income for the said year
(See Whitney Coal Mining Co,., & BTA 310; Verndale
Garage, Inc. vs. Commissioner of Internal Revemue,
15 BTIA 57).
IN VIEW OF THE FOREGOING CONSIDERATIONS, the
cm-aiumr of Internal Revenue 1is herrby ordered
to refund to petitiomer Oeneral Rlectric (P.1.) Ime.
the sum of P9,628.00 as averpaid income tax for the
year 1958, ‘“ithout special pronouncement as te costs.
50 (RDER!'D,
Manila, July 1%, 1963.

1 concur:

R Prshnd " 263
ROMAN M, UMALI

Associate Judge oo
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