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LABRADOR, J.:

Thisis a petition for the review of a decision of the Court of Tax Appeals dismissing a petition for the refund of
the sum of P4,114.38 collected and paid under protest by petitioner as percentage tax under Section 191 of the
National Internal Revenue Code, including surcharge and compromise penalty.

The petitioner is engaged in the business of tailoring with office and factory at 1660 Felix Huertas, Sta. Cruz,
Manila. In the year 1953 petitioner, after public bidding, entered into a contract with the Armed forces of the
Philippines (AFP) under which petitioner was granted the exclusive privilege and right to sew or tailor pants,
drawers, shirts and similar apparel for it, in accordance with specifications supplied by the AFP. The AFP
furnished the cloths for manufacture into apparel while petitioner only furnished the labor and the services needed
in the sewing and tailoring.

The petitioner claims it is exempted from the tax assessed against it under section 191 of the Tax Code. On the
other hand, the respondents maintain that petitioner is not exempt. The court below ruled on this issue in the
following manner—

"The pretension of the petitioner that its transactions with the AFP are purchases and therefore are exempted
from the payment of taxes in pursuance of Paragraph II, page 632, Republic Act No. 816 is untenable. These
transactions involved tailoring by the petitioner of pants, drawers, shirts and similar apparel out of clothing
materials furnished by the AFP. They are more in the nature of lease of work by contract or for a fixed price
(see Art. 1713, Civil Code of the Philippines) for the former supplied the labor in the manufacture or tailoring
thereof. They are not purchases within the contemplation of Paragraph |1, page 632, Republic Act No. 816. The
term "purchases’, as used in the aforesaid statute, is a common term. And in the absence of alegislative intent
to the contrary, a common term in a statute is presumed to have been used in its common sense (Sutherland
Statutory Constraction, Vol. 2, pp. 434-437). In the case at bar, we find nothing in Republic Act No. 816 which
indicates that the term "purchases" found therein waa used to convey a meaning other than its ordinary import.
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"Upon the rationale that petitioner's transactions with the AFP are not purchases of articles made by the latter,
and that the same are more in the nature of lease of work by contract or for a fixed price, we hold that the

petitioner is liable for the payment of the percentage tax prescribed in Section 191 of the Nationa Internal
Revenue Code."

Hence this petition for review.

It is claimed on the appeal that the legidative intent of Rep. Act No. 816, which extends exemption to all
purchases made by the AFP, should be interpreted liberally, and the law on the matter, namely, Rep. Act No. 816,
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reflected in Section 188 of the National Internal Revenue Code as amended, section 2 of Rep. Act No. 601 as
amended, and, paragraph (9) of page 788 of Rep. Act No. 906 (Appropriation Law). It is argued that in
consonance with the policies and the above provisions of the law,"contraet for a piece of work should not be
distinguished from a contract of sale" and therefore the phrase "all purchases made by" applies to commodities
and services without distinction whether the contract is for a piece of work or not.

We find no merit in this argument. The exception contained in the tax statutes must be strictly construed against
the one claiming the exemption. It must be remembered that the cloth was furnished petitioner appellant so all that
he invested in the contract with the AFP was the service rendered in sewing the materials into garments. The
petitioner appellant therefore, sold nothing but the services rendered by it. Services can not mean materials and
fall under the provisions imposing a tax on sums or amounts received for the lease or services, in accordance with
the following provision of the Tax Code—

"Sec. 191. Percentage tax on road, building, artesian well, waterworks, and other construction work
contractors, proprietors or operators of dockyards, and others— * * * and tailor shops * * * shall pay a tax
equivalent to three percentum of their gross receipts.

For the foregoing considerations, the decision sought to be reviewed is hereby affirmed, with costs against
petitioner appellant.

Bengzon, C. J,, Padilla, Bautista Angelo, Concepcion, Reyes, J. B. L., Barrera, Paredes, Dizon, and De Leon, JJ.,
concur.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 2 of 3
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library G.R. No. L-16809. January 31, 1962

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 3 of 3
Study hands-free: podcast-style lessons with read-along highlighting - batas.org



