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Peatiticnsr sppesled from the deeision uf we-
spondent Commissioner of Iaterns)l Revenus, datcd
November & 196%, demend ng vom It as a dsemtrdees
during 1960 and 196) payment of 292 998..7 represen -
ing 1xad and percentsge taxes, p un 25% surchaige
for 'ste payment, computed =& fol ows)
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Petitioner s a doly organized corporaticn with
prineipal office at irsneta Naterprises "uilding Cu=-
beo, Queson Clty. It is engaged. among others, in the
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Spredban; 1960, jodlilesss hed opeal the a=sweh «f
PEE 585 V. Can e prefest (Nahibii Bi. BaeRiis
@E DeveEbary L., 1900, @ Cif'9csm (1F) montis ey
s onReiEsaetiles of el ssdbenec., MR Y- gesdls e
@ el d the Philippine Bulk Georpers’ i  Emh
B8 8 el thas serc thea T ¢ its satotanding cReek
wad GeRed i the sald erganiser. T aew salily iz o
Gilaisy agarcies of petliiassy PIOEPERE T6 Derilias—
Gt Gesporalion, ~bout 90K of * : outstamiiiy stoek
wad el B Mo Jo Amado Aseaeis sl Ris Susliy

The Philipplinme Balls Goipen e was eriesised e
wsdavteke the business of bulk-hendling all kinds of
ety gpold., transferred or ‘urried ‘v il particular-
40 grains and sugar. The - Algpemsce wil s
®e@ ¢ bags and cther ‘sl uers in ".ipping gra ns oo
suger te a Vesswl a° ~teamer The new surpora ien,
Wsesalese, needed bulk-hand ing termina’c and - ther
esassesy struetures , buildings, and equipment for (te
P S

poitioner aamiisaaied apd built for the nevwis
wsgaeiged slster sosporation the = ving: sugss ware-
e, wharf epproaeh and landing . seawsll and recla~
e, office bailding. arteslan wells and water s-
B, pesnan Eoens apd plamt i ulilaGien, reselviisi and
ateh 2amils Rewses, peedd = Failuseds; FEFEED, SeE-
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veyor aupport, and mechanleal snd clectricsl nstgl-
latlipas,amounting to 72,132,60%.3%. It ulso sapplied
ity slster corporatlon with toels and office cgulp-
ment, moter boat, elaelricul applisnces, furaltuss,
water tani, and utsnsils velwed at 235,933.37 (umhi-
kit 0)
Froa the foregoing faets, thare are twe lssues
tc be resolvad dy hls Qeurt. aesaly:
1, dhathgr or aect petitioner ‘s an lndapondent
econtractor under Seetion 91 of th..gu
Cede: and
2. Ia the affirmative case, what is the Lax-

abls grosg receipt of pefiiloner subject
to the 34 tax

iigst lsgue

Poltioner coatends that 17 is aot o ¢ontractor
withia the parviow of Seetlica 191 of tue katloaul la
teraal Revanue Code because & undsrtook toe coastros.
“lon in questior not as a business or occupatlon but
merely to mecommodate & mewly organlzed sister cerpora=
tion. In fact. the comstrustloa of Ghe wayshouwse was
connenced by petitioner ia Angusté. 1959 for its own
aceount. It is argued, therefore, thal petiticuer ean
not be econsidersd . coniracter in the sbsence of a
formal contract batween itself and the Fhilipplne Lalk
Corperatics; = comntract price or lumy sum considera-
tion was agreed upes by the s=ald parties; and peti-
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tioner "as " ‘mpel ed v any profit moti aliem
undertaking the sald constructicn. A centractor, 1%
is allegeu, in considered ne sueh if 't ‘umne the Aat
of maiking o prefit or lnourring a léss is the cemstrue-
tion. In the abszence of a formel eontract, 1t is
claimed, petitiomer canuet ba plased in the Jume Cate=
gory ae ai indepandent coatr:ctor whose gross recelpts
afs subjout te the 3f tax lmposed by Seetion 191 of
the National laternal devenue Coca

Res ondent admlitt~d that no writtea coatrast
w=igted Detween petitlioner and the Philipp ne Bulk
Corporation 25 o the comstruclion of Llts bulk-handling
terminal and other stractures, buiidiogs, sna equip-
mant for its cperation. lLowever Lo: reveaus exawloers
of rezponient ma ntaloed thatl a yerbgl contraot exlsted
between petiticaar sud the Foll'pples BZalk Corperatica
favelving the comstructioa fa question becsuse of lLae
entries recorded ia twe bovks of accpunt: of petitiocner
and the adulsslion made by 1ta accountant a certain
Baby Aranela. Moreover, the axistencs of an oral
agresuant to eoutinue thns econstrastion of prefects ler
the scogunt of Philippine Bulk Corporation is adm tted
in petitiguer's reply memorandum dated July 6, 1970
(CTA rec.; p- 119)-
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4@ havs carTully welgi2d tue avidence of both
pariles, whetier testluonlil or GocumenSury, and we
are constrained to souelude tuwt pelitlonse 1s a
eontracicr U cuuise a verbal goontraclt axlsied betwvsen
petitigner wnd ths PRllipplue bulk Curporslion fer
the conutruction of 1lte bulk-handllng terminal.
strustures, bulldings, installstions, ete. Ia the
first place, the waricus conytruction nrejects hanilod
by petiticmer for the Philipoine bulk Corporation in-
voive an oublsy of wors than twe million pesss a2nd
therefors, 1t 1s inconceiveble tne® no contract or
agreoempnt sxizted between the coptrasotor and the comiw
traotea regarding tha construction of suld project:.
secondly, even if » written contract wes entered inte
batween petitioner and the rtilippime Sulk Corpera=
tien regeriing tie stagzering gmount invelved in tLhe
various construetion projects, still the ristar cor-
porations weuld not furnish the revenua esxaniners with
s copy Lhereof as ths zame will prejudlce thelr lo-
tereste Insofar as the coptracter’s lixed and per-
cenfage taxes ar: concarted., Thirily, the reimburse-
ments made by the Mailipoine falk Cerporstlon of all
eipentes Ancurred by petitioner in all che construec-
tion prejecta and egulpment smpanting te #2,168,)22,0k,
plug the pagment of 3310,761.71 representing 15§ ss
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fninlatration fas, lodiz. s beyoad doubt Li: axlgtence
af & verbal ceatract betveen thg 5al? partlaes regard-
ing the construoticons la gquesiion. Lastly, the axlst
ence of a vgrosl contracl between the «loreasald parties
ls correcborated by the entries in jetitionasr’s toocks
of sccounts and aspltted in petlticnar's raply memo-
randuamr,

wfter hololng that petiticane: corporaticn 18 &
contractor, 12 it an iodapends i cuntraetor within the
purvioy of section 191 of She katlonsl laternsl Aevenue
Coda? [ 2 (- neral senge, ~vary persoa vho enters iute
a eontratt mny be eslled s contraztur. Under Lectlon
191 ef tha Tax Code, however, u« contractor refers to a
perion who, in the pursuit of an Llstgnandent business,
anfdertakas %o do a sjeecifie place of job or work ler
other parsons, galng bis oWn 39sns oud sqtueds withogl
dateibilog biso=Lf to gonbpeld o, o tue petly detells.
fhas, 1t was heldy

"3 The trus test of =2 '‘contrsclor' would

seen to be Chei he renders tho sarvice An

the cgurse of sn inderandent occupaticn,

repeonanting the will of tis emnleyer

as to the resalt of his work; =0 not as

Lo weans by whieh 1t Is scepmplished.

(laseon itevedoring Co. ve, ‘Pinidad, 43

Piil. HO/-800g La Carlota sugar Contral

Ve, Teinidad, 43 ehll. 819.)

u the eane ot bar, "0 avidence wes adduced that

the rbilipplue bulk Corporation intervensd in sayway
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PP s Esvaar, 1960. In shert, @ TErhsl e
ten contrae’ " betuesn petili liiccs and 0 Philipe
< me Balk Corporation w th respoeet to th sald =
piraatiiss: expenscs laasmuch as the . i sempese bice
fasl ‘s 0w endly @n November 1. 1960. The salad
mewunt 0 ¥723,582,91 cannot, therefere, v Gwnldcsnd
a8 & part 3£ the tamails gsees FeReigiu of pobldlienes
w0 ma independent bullding contrac’h s  The saw
treatment il be accerded to the wtal aseant &
$7. 038 .30 reprasaniing the =iue o (willa, = les
equipment. motor boat (ouiiteal appllioaace el e
water tank. and utensiis for wh' = . titiemer ~wi
el beeause sald 1tems do not form part o
taxa! @ gross i=ouipts of patitiomer & an  ndepandini
ke ator

Dedueting the son-  xa ‘s veceipts - - < llaew
10 the sums . 7723 582 70 and ¥35,438. 5. o= 2 total
o %799,.021,26, from 1ts s oged taxadl. gresy -
eolpts G P Sl Lk 4D lceiee o Delcaee o
#1 %09, 00 . This balance therefore posi: a
guestion as to vhether or not the sqld cssent 1s
eludib’: im the taxable greos: recelp = o pet idasws
%2 an indeperdent -

it 1s 2 casdinel rale the’; im the syl es af
the 3 santracter’s .z on gross recelpts, . =
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penses incurred by the ssid centractor for labor and
materlels are not deductlible om bis tgxsvle gresns
receipy as an independeni ecntrsctor  De thatl es i
@ay. the {oots and clircunstances ascertsiced in this
case are different and wilque  The two corperations,
petiticner snd FRilippime Dulk Corporation, are prac-
tically “wned and controlled by the same party. Mr.

J- Auado Araneta. It is not surprising. therefore;
that petitionsr was nade the asgent of its sister cerpor -
tien - the rhilippine Bulk Cerperaticn. Under the sre
rangessnt between Lhe sald corporations as reflected
in the books of gecvunts of petitlcner. the sapenses
lncurred by the latier for labor and materials in the
varicus constraction projecis were geserally advanced
and/or reisbursed by the former to petitiocner. Cens -
quentiy, the sald expenses of petitloner amcunting te
F1-%0%,101-43 and sade “or the secount of its principal
Cannvt be considered a part of petiticner’s taxsble
gross receipts.

Aesponcent, however insinusted in ils mesorandus
that the subsequent organiszatlion of the rollipplne
Sulk Corporaticon was intended to avold the cuntractor's
fixed and percentage toxes. This allegation 1s not
borne by the record and the evidence:. Afler sil; if
the original project of petiticner was not transferred
to ius sister corporetion, the disputed teax assessoent
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ipandaet e alscnEent a8 tEsse wesid Be B8 sase ol
@i,

The bocks - accounis of pet ‘loner »iev that
3 peselved S Ghe PRilipplac Bk Oespewsiles
ee 35 P18, FEL. 9% as the feswmer's resmmamaiiss Sow
Nine sedluda e tlon o the various eonstraetiss -
Wahe of 1te 0l sasperation. The sa'd amount,
Wccolgre; oenstitutes tue only taxabls gres: oo
st @ petiticenr as an indepesdcat ceEBymeiEs, LF
@s vl Che recommendation of the seven 7 oo
GEsmminn e weso te While the salé examiners
@lalisad tha® the sdwinis wa'ion fees received = peti
Siemes emmted e #325,208.40, the excess =
#3210, 700 9% sopacaeats aeareal texes, [lassces, and
smpomass whieh @ met (ee part o peiitieoner’'n tax-
ol mress weecipts »: an independent conticstor.

Accopd’ . ly. o hold petitiemer -»b ¢ . the
Timad sl paleatan Waed 09 o seateaclter ia iEs
@@ o0 #0090, 75 computed as follow: !

eesble ool tpatien fees

amoun to oo B310,761.9%
"5 tax due

CREPOOR ::ccvcnocononaace 9 32z 06
AW saschampe S dellfise
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WIBARPURE, the amppealed ¢ =ision of cspondent
Commlsslioner of lnternsl Hevenue = wmodified. retli-
tioner is hereby ordered to pay espondent o bads
duly authorfzed sevllectiuvn ggent the sum of #11,693 -
%8, representing the sontracte ‘s fixed and percar
tage texes due from petitioner for the - %00
and '%61. Without zos®o.

1T 18 68U URUERED.

Queson City, August 5, 970,
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7 ESTANISIAC Ro ALVARD
Asscclsate Judge

1 concur;

AVEAR Ao UMkl
fresiding Judge

(Assoelatle Judge Ramon .. Avancefis who 18 on leave
took no pert.




