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EXECUTIVE ORDER NO. 37

FURTHER AMENDING CERTAIN PROVISIONS OF THE NATIONAL INTERNAL
CODE, AS AMENDED

WHEREAS, it is necessary to rationalize the present system
of taxing incomes derived by individuals and corporations to
improve equity, to achieve greater administrative simplicity,
to broaden the tax base and improve revenue elasticity and to
provide incentives for greater resource allocation;

NOW, THEREFORE, I, CORAZON C. AQUINO, President of the
Philippines, do hereby order:

SECTION 1. Section 20 of the National Internal Revenue
Code, as amended, is hereby further amended by adding a new
paragraph (z) to read as follows:

"(z) The term ‘ordinary income' includes any gain
from the sale or exchange of property which is not a
capital asset or property described in Section S4(a).
Any gain from the sale or exchange of property which
is treated or considered, under other provisions of o
this Title, as ’ordinary income® shall be treated as
gain from the sale or exchange of property which is
not a capital asset as defined in Section 54(a). The
term 'ordinary loss® includes any loss from the sale
or exchange of property which is not a capital asset.
Any loss from the sale or exchange of property which
is treated or considered, under other provisions of
this Title, as 'ordinary loss' shall be treated as loss

from the sale or exchance of property which is not a
capitel asset."

SECTION 2. Section 21 of the National Internal Revenue
Code, as amended, is hereby further amended to read as follows:

"Section 21. Tax on citizens nr residents. -
(a) Taxable compensation. business and other
income. — A tax is hereby imposed upon the taxable
compensation, business and other income as defined in




Section 28, other than the incomes subject to tax under
paragraphs (b), (c¢), (d) and (e) of this Section, re-
ceived during each taxable year from all sources deter-
mined in accordance with the following schedule:
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Over

Over

Over
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0%

Over 2 2,500 but not over B 5,000 1% of
excess over ¥ 2,500

P 5,000 but not over P 10,000 P 25 + 3% of
excess over ¥ 5,000

P 10,000 but not over P 20,000 P 175 + 7% of
excess over ¥ 10,000

P 20,000 but not over P 40,000 4 875 + 11% of
© excess over ¥ 20,000

P 40,000 but not over P 60,000 P 3,075 + 15% of
excess over P 40,000

P 60,000 but not over 100,000 B 6,075 + 1% of
" excess over P 60,000

100,000 but not over P250,000 P 13,675 + 24% of
excess over F¥10C,000

P250,000 but not over B500,000 P 49,675 + 29% of
- excess over P250,000

P500,000 P122,175 + 35% of

excess

over P50C,000

In the case of married individuals, the husband and
wife, subject to the provision of Section 45(d) hereof,
may elect. to compute separately their individual income
tax based on their respective total taxable incomes:

Provided, That if any income can not be definitely attri-

butable to or identifiable as income exclusively earned
or realized by either of the spouses, the same shall be
divided equally between the spouses for the purpose of

computing their respective taxable income.

(b)

Foreign source gross income derived by a non-

resident citizen. - A tax 1s hereby imposed upon the

taxable income derived by a nonresident citizen from all
sources without the Philippines during each taxable year
computed in accordance with the following schedule:



is:

Over U.S. $6,000.00 but

U.S. 520,000.00 cevevannanecces

Over U.S. $20,000.00 «ccccccccccess U.5

(c)

Certain passive incomes.
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{a) Capital zains from sales of shares of stocit. -
The provisions ol Section o4lp, notwitistancing, capital
gains realized Irom the sale, exchange O disposition of
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(2) Capital gains presumed to have been realized
from the sale, exchange or disposition of
shares of stock listed and traded through a
local stock exchange — 1/4 of 1% based on
the gross selling price of the share or
shares of stock. :

(e) Capital rains from sales of real property. -
The provisions of Section 44(b) notwithstanding, capital
gains presumed to have been realized from the sale, ex-
change or other disposition of real property located
in the Philippines classified as capital assets, including
pacto de retro sales and other forms of conditional sales,
by individuals, including estates and trusts, shall be
taxed at the rate of 5% based on the gross selling price
or the fair market value prevailing at the time of sale,
whichever is higher: Provided, That the tax liability,
if any, on gains from sales or other dispositions of
real property to the government or any of its political
subdivisions or agencies or to government-owned or con-
trolled corporations shall be determined either under

Section 21(a) or under this sub-section, at the option
of the taxpayer."

SECTION 3. Section 22 of the National Internal Revenue Code,
as amended, 1$ hereby further amended to read as follows:

"Section 22. Tax on nonresident alien individuals. -

‘(a) Nonresident alien encaged in trade or business
within the Philippines. (1) in general. - Nonresident
aliens engaged in trade or business in the Philippines
shall be subject to tax in the same manner as resident
citizens and aliens on taxable income received from all
sources within the Philippines, except capital gains
realized from buying and/or selling shares of stock of
Philippine corporations listed in the dollar or any
foreign currency board of stock exchange: Provided,
That for purposes of this Title, a nonresident alien
individual who shall come to the Philippines and stey
therein for an aggregate period of more than 180 days
during any calendar year shall be deemed a nonresident
alien doing business in the Philippines, Section 20(g)
of this Code nothwithstanding.

'(2) Dividends, share in the net profits of a
taxable partnership, interest. rovalties, prizes and
other winnincs. - Dividends from a domestic corporation,
share in the net profits of a partnership taxable under
Section 24(a), interest, royalties (in any form) and




prizes (except prizes amounting to P3,000 or less which
shall be subject to tax under paragraph (a) of Section 21)
and other winnings (except Philippine Charity Sweeps-
takes winnings), shall be subject to a tax of thirty
percent (30%) on the total amount thereof.

(3) Capital gains. - Capital gains realized from
sales of shares of stocks in domestic corporations and
real properties shall be subject to the tax prescribed
under Sub-sections (d) and (e) of Section 21.

(b) Nonresident aliens not engaged in trade or business
within the Philippines. - There shall be levied, collected
and paid for each taxable year upon the entire income re-
ceived from all sources within the Philippines by every non-
resident alien individual not engaged in trade or business
within the Philippines as interest, dividends, rents, sala-
ries, wages, premiums, annuities, compensation, remunera-
tion, emoluments, or other fixed or determinable annual or
periodical or casual gains, profits, and income, and capital
gains (except capital gains realized from buying and/or
selling shares of stock of Philippine corporations listed
in the dollar or any acceptable foreign currency board of
any stock exchange), a tax equal to 30% of such income:
Provided, That capital gains realized from sales of shares
of stocks in any domestic corporation and real property
shall be subject to the tax prescribed under Sub-sections
(d) and (e) of Section 21.

(c) Aliens emploved by regional or area headgquarters
of multinational corporations. - lThere shall be levied,
collected and paid for each taxable year upon the gross
income received by every alien individual employed by re-
gional or area  headquarters established in the Philippines
by multinational corporations as salaries, wages, annuities,
compensation, remuneration and other emoluments, such as
honoraria and allowances, from such regional or area head-
quarters, a tax equal to 15% of such gross income: Pro-
vided, That the activities of the said regional head-
quarters or area headquarters shall be limited to acting
as supervisory, communications and coordinating center for
their affiliates, subsidiaries or branches of such multi-
national corporations. For purposes of this chapter, the
term "multinational corporation" means a foreign firm or
entity engaged in international trade with affiliates or
subsidiaries or branch offices in the Asia Pacific [iegion.
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(d) Aliens employed bv cffshore banking units. -

There shall be levied, collected and paid for each taxable
year upon the gross income received by every alien indi-
vidual employed by offshore banking units established in
the Philippines as salaries, wages, annuities, compensation,
remuneration and other emoluments, such as honoraria and
allowances, from such offshore banking units, a tax equal
to 15% of such gross income. »

(e) Aliens eﬁployed by petroleum service contractors

and subcontractors. - Aliens who are permanent residents
of a foreign country but who are employed and assigned in
the Philippines by service contractors or by subcontractiors
engaged in petroleum operations in the Philippines shall
be liable to a tax of 15% of the salaries, wages, an-
nuities, compensation, remuneration and other emoluments,
such as honoraria and allowances, received from such con-
tractors. or subcontractors.

Any income earned from all other sources within the
Philippines by the alien employees referred to under sub-
sections (c), (d) and (e) hereof shall be subject to the
pertinent "income tax, as the case may be, imposed under
the National Internal Revenue Code, as amended.”

SECTION 4. The provisions of Section 23 of the National
Internal Revenue Code, as amended, are hereby superseded by
new provisions to read as follows:

"Section 23. Tax liability of members of reneral
professional vartnerships. — (&) FPersons exercising a
common profession in general partnership shall be
liable for income tax only in their individual capacity,
and the share in the net profits of the general pro-
fessional partnership to which any taxable partner would be
entitled whether distributed or otherwise, shall be re-
turned for taxation and the tax paid in accordance with
the provisions of this Title.

(b) In determining his distributive share in the
net income of the partnership, each partner—

(1) Shall take into account separately his
distributive share of the partnership's
income, gain, loss, deduction, or credit
to the extent provided by the pertinent
provisions of this Code, and

(2) Shall be deemed to have elected the
itemized deductions, unless he declares
his distributive share of the gross
income undiminished by his share of
the deductions."
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SECTION 3. Section 24 of the National Internal Hevenue
Code, as amended, is hereby further amended,in its entirety
to read as follows:

"Section 24. Rates of tax on domestic corporations.-
(a) In general. ~ Unless otherwise provided, a tax

of 35% is hereby imposed upon the taxable income received
during each taxable year from all sources within and with-
out the Philippines by every corporation organized in,
or existing under the laws of the Philippines, and part-
nerships, no matter how created or organized, but not
including general professional partnerships.

(b) Private Educational Institutions. - Private
educational institutions, whether stock or non-stock,
shall pay a tax of 10% on their taxable income except
those covered by paragraph (e) hereof: Provided, That
if the gross income from unrelated trade, business or
other activity exceeds 50% of the total gross income
derived by any educational institution from all sources,
the tax prescribed in paragraph (a) hereof shall be
imposed on the entire taxable income of the educa-
tional institution. For purposes of this paragraph,
the term "unrelated trade, business or other activity"
means any trade, business or other activity, the con-
duct of which is not substantially related to the
exercise or performance by such educational institution
of its educational purpose or function. A private
educational institution is any "private school" main-
tained and administered by private individuals or
groups issued a permit to operate by the Ministry of
Education, Culture and Sports (MECS) in accordance
with existing laws and regulations.

(¢). Government-owned or controlled corvorations,
acencies or instrumentalities. - The provisions of existing
special or general laws to the contrary notwithstanding,
all corporate taxpayers not specifically exempt under
Section 27 of this Code shall pay the rates provided in
this Section. All corporations, agencies, or instru-
mentalities owned or controlled by the Government, in-
cluding the Government Service Insurance System and the
Social Security System, shall pay such rate of tax upon
their taxable income as are imposed by this section
upon associations or corporations engaged in a similar
business, industry, or activity.
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'(d) Mutual life insurance companies. - Mutual
life insurance companies organized in and existing under
the laws of the Philippines shall pay a tax of 10% of
their gross investment income consisting of interest,
dividends, rents, net capital gains, and income from
any other business than life insurance derived from
all sources, except those covered by paragraph (e)
hereof.

(e) Tax on certain incomes derived by domestic
corporations. - (1) Interest from deposiis and vield
or any other monetary benefit Irom deposit substitutes
and from trust fund and similar arrangements, and
royalties. - Interest on Philippine currency bank depo-
sits and yield or any other monetary benefit from deposit
substitutes and from trust fund and similar arrangements
received by domestic corporations, and royalties, de-
rived from sources within the Philippines, shall be sub-
ject to a 20% tax.

(2) Capital gains from sales of shares of stock. -
Capital gains realized from the sale, exchange or disposi-
tion of shares of stocks in any domestic corporation shall
be taxed as follows:

Net capital gains as defined in Section 34(a)
(2) realized during each taxable year from
sale or exchange or other disposition of
shares of stock not traded through a local
stocli exchange:

Not over B100,000 ....... 105
Over 100,000 .......... 20%

(B) Capital gains presumed to have been realized
' from the sale, exchange or disposition of
shares of stock listed and traded through
a local stock exchange - 1/4 of 1% based on
the gross selling price of the share or
shares of stock.

(3) Tex on income derived under the Expanded Foreirn

Currency Devosit System. - Income derived by a aepository
bank under the expanded foreign currency deposit system
from foreign currency transactions with nonresidents, off-
shore banking units in the Philippines, local commercial
banks including branches of foreign banks that may be

A
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authorized by the Ceniral Bank to transact business
with foreign currency depository system units and other
depository banks under the expanded foreign currency
deposit system shall be exempt from all taxes, excepttax-
able income from such transactions as may be specified
by the Minister of Finance, upon recommendation of the
Monetary Board to be subject to the usual income tax
payable by banks: Provided, That interest income from
foreign currency loans granted by such depository banks
under said expanded system to residents (other than off-
shore banking units in the Philippines or other depo-

sitory banks under the expanded system) shall be subject
to a 10% tax.

Any income of nonresidents from transactions with

depository banks under the expanded system shall be exempt
from income tax.

(4) Intercorporate dividends. - Dividends received
by a domestic corporation from another domestic corpora-
tion shall not be subject to tax."

SECTION 6. The provisions of Section 25 of the National

Internal Revenue Code, as amended, are hereby superseded by new
provisions to read as follows:

"Section 25. Rates of tax on foreign corvoration. -
(a) Tax on resident foreicn corporations (1) in
general. - Unless otherwise provided, a corporation orFa—
nized, authorized, or existing under the laws of any
foreign country, engaged in trade or business within the
Philippines, shall be subject to a tax equivalent to 35%
f the taxable income derived in the precedlnb ‘taxable
year from all sources within the Philippines.

'(2) Internmational carriers. - International carriers
doing business in the rn11lnp1nes shall pay a tax of two

and one—na;f pe;cent (2 1/2%) on their urocs Philippine
Billings" as defined hereunder:

(A) International air carrier. -'Gross Philippine
Billings1 means gross revenue realized from
uplifts of passengers anywhsare in the world
and excess Daggawe, cargzo and mail 0”15*‘aulng
Zrom the Philippines, covered by passage docu-—
ments sold in the Puilispine Provided, That

Cines:

o~
docuneq+s Qola outside thg Ph_¢*3p1n°s under
a ‘prepaid ticket advice’ scheme for passengers
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originating from the FPhilippines shall be
considered as documents sold in the Philip-
pines. Gross revenue from chartered flights
originating from the Philippines shall like-
wise form part of the 'Gross Philippine
Billings' regardless of the place of sale or
payment of the passage documents. For pur-
poses of determining the taxability of reve-
nues from chartered flights, the term "ori-
ginating from the Philippines"™ shall include
flights of passengers who stay in the Philip-
pines for more than forty-eight (48) hours
prior to embarkation. ’

(B) International Shipping. -‘Gross Philippine
"° Billings’means gross revenue whether for pas-
senger, cargo or mail originating from the
~Philippines up to final destination, regard-
less of the place of sale or payments of the
passage or freight documents.

(3) TForeign mutual life insurance companies. -
Foreign mutual life insurance companies autnorized to
carry business in the Philippines shall pay a tax of 13
on their gross investment income derived from sources with-

in the Philippines except those covered by subsction {(§)

(4) Offshore banking units. - The provisions of any
law to the contrary notwithstanding, income derived by off-
shore banking units authorized by the Central Bank of the
Philippines from foreign currency transactions with non-
residents, other offshore banking units, local commercial
banks, including branches of foreign banks that may be
authorized by the Central Bank to transact business with
offshore banking units shall be exempt from all taxes
except taxable income from such transactions as may be
specified by the Minister of I"inance, upon recommendation
of the Monetary Board, to be subject to the normal income
tax payable by banks: Provided, That any interest income
derived from foreign currency loans cranted ‘o residents
other than offshore banking units or local branches of
foreign banks that may be authorized by the Central Bank
of the Philippines to transact business with offshore
banking units, shall be subject only to a 10% tax.

Any income of noresidents from transactions with

said offshore banking units shall be exempt from income
tax.
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(5) Tax on branch profits remittances. - Any profit
remitted by a branch to its head office shall be subject
to a tax of 15% (except those registered with the Export
Processing Zone Authority): Provided, That any profit
remitted by a branch to its head office authorized to
engage in petroleum operations in the Philippines shall
be subject to tax at 7-1/2%. In both cases, the tax
shall be collected and paid in the same manner as pro-
vided in Sections 51 and 52 of this Code: and Provided,
further, That interests, dividends, rents, royalties, in-
cluding remuneration for technical services, salaries,
wages, premiums, annuities, emoluments or other fixed
or determinable annual, periodical or casual gains, pro-
fits, income and capital gains received by a foreign
corporation during each taxable year from all sources
within the Philippines shall not be considered as
branch profits unless the same are effectively con-

nected with the conduct of its trade or business in the
Philippines..

(6) Tax on certain incomes received by resident
foreign corporations. (A) Interest from deposits and
yield or any other monetary benefit from deposit substi-
tutes, trust fund and similar arrangements and rovalties. -
Interest on Philippine currency bank deposits and yield
or any other monetary benefit from deposit substitutes
and from trust fund and similar arrangements and royalties
derived from sources within the Philippines shall be sub-
ject to a 20% tax. BRI

(B) Income derived under the Expanded Foreign
Currency Deposit System. - Income derived by a depository
bank under the expanded foreign currency deposit svstem
from foreign currency transactions with nonresidents, off-
shore banking units in the Philippines, local commercial
banks including branches of foreign banks that may be
authorized by the Central Bank of the Philippines to trans-
act business with foreign currency depository system units
and other depository banks under the expanded foreign cur-
rency deposit system shall be exempt from all taxes, except
taxable income from such transactions as may be specified
by the Minister of Finance, upon recommendation of the
Monetary Board to be subject to the usual income tax payable
by banks: Provided, That interest income from foreign cur-
rency loans granted by such depository banks under said
expanded system to residents (other than offshore banking
units in the Philippines or other depository banks under
the expanded system) shall be subject to a 10% tax.
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Any income of nonresidents from transactions with
depository banks under the expanded system shall be exempt
from income tax.

(C) Capital gains from sales of shares of stock. —
Capital gains realized from sale, exchange or disposition
of shares of stocks in any domestic corporation shall be
taxed as follows:

- : (i) Net capital gains as defined in Section
34(a)(2) realized during each taxable year from
sale or exchange or other disposition of shares
of stocks not traded through a local stock ex-
change shall be taxed as follows:

Not over P100,000 ....... 10%
Over P100,000 ...veve.... 20%

(ii) Capital gains presumed to have been
realized from the sale, exchange or disposition
of shares of stock listed and traded through a
local stock exchange — 1/4 of 1% based on the
gross selling price of the share or shares of stock

(D) Intercorporate Dividends. - Dividends received
by a resident foreign corporation from a domestic corpora-
tion liable to tax under this Code shall not be subject
to tax under this Title.

- '(b) Kornresident foreicn corporations. - ‘(1) In
general. - Unless otnerwise providecd, a foreign corpora-
tion not engaged in trade or business in the Philippinses
shall pay-a tax equal to 35% of the gross income received
during each taxable year from all sources within the
Philippines such as interest, dividends, rents, royalties,
salaries, premiums (except reinsurance premiums), annuities,
emoluments or other fixed or determinable annual, periodical
or casual gains, profits and income, and capital gains,
except capital gains subject to tax under subparagraph 5(C).

(2) Nonresident cinematographic film owners, lessors
or_distributors. - Cinematographic film owners, lessors,
or distributors shall pay a tax of 25% of their gross in-
come from all sources within the Philippines.

: " (3) Nonresident owners of vessels chartered by
Philippine nationals. - nhenials, lease and charter fees
derived by nonresident owners of vessels chartered by
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Philippine nationals and which charter or lease has been

duly approved by the Maritime Industry Authority shall be
subject to a 4.5% tax.

(4) Nonresident lessors of aircrafts, machineries
and other equipment. - ientals, charter and other fees
derived by nonresident lessors of aircrafts, machineries
and other equipment shall be subject to a tax of not less
than 5% but not more than 10% to be fixed and determined
by the President upon recommendation of the Minister of
Finance: Provided, That the rate of 7-1/2% shall be im-
posed on such rentals, charter and other fees until such
time as the President shall have prescribed the rates
appropriate for each category of property.

“(5) Tax on certain incomes received by nonresident
foreign corporations. - (A) lInterest on foreign loans

contracted on or after August 1, 1986 shall be subject to
a 20% tax; :

"(B) On dividends received from a domestic corpora-
tion liable to tax under this Chapter, the tax shall be
15% of the dividends received, which shall be collected
and paid as provided in Sectlon 51(a) of the National
Internal Revenue Code, as amended, subject to the condi-
tion that the country in which the nonresident foreign
corporation is domiciled shall allow a credit against ’

he tax due from the nonresident foreign corporation,
taxes deemed to have been paid in the Phlllpp1nes equi-
valent to 20% which represents the difference between the

regular tax (35%) on corporations and the tax (15%) on
d1v1dends as provided in this subparacraph;

{C) Capital gains realized from sale, exchange or
3 N " L &
disposition of shares of stociks in any domestic corpora-
tion shall be subject to tax as follows:

(i) Net capital gains as defined in Section
34(a)(2) realized during each taxable year from
sale or exchange or other disposition of shares
of stoclks not uraded through a local stock exchange:

Not over ¥100,000 ........ 10{
Over P100,000 aueenonoonn. 206

{ii) Capital gains presumed to have been
realized from the sale, exchange or disposition
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of shares of stock listed and traded through a
local stock exchange —~ 1/4 of 1% based on the

gross selllng price of the share or shares of
stock."

SECTION 7. Section 26 of the National Internal Revenue

Code, as amended, is hereby repealed.

SECTION 8. Section 27 of the National Internal Revenue

Code, as amended, is hereby further amended by adding a new
sub-section (1) to the first paragraph thereof as follows:

Code,

Code,

"(1) Government educational institution."

SECTION 9. Section 28 of the National Internal Revenue
as amended, is hereby further amended to read as follows:

"Section 28. Taxable Income. - The term 'taxable in-
come' means the pertinent items of gross income specified
in this Code less the deductions, if any, authorized by
such types of income by this Code or other special laws:

Provided, That for purposes of Section 21(b) 'taxable in-

come' means gross income from all sources without the
Philippines less the deductions allowed in Section 30(m)."

SECTION 10. Section 29 of the National Internal Revenue
as amended, is hereby further amended as follows:

"Section 29. Gross Income. - (a) General definition.
Gross income means all income from whatever source derived,
including (but not limited to) the following items:

(1) Compensation for services, including fees, commissions,
and similar items;

(2) Gross income derived from business;

(3) Gains derived from dealings in property,

(4) Interest;

(5) Rents;

(6) Royalties;

(7) Dividends;

(8) Annuities;

(9) Prizes and winnings;

(10) Pen51ons, and

(11) Partner's distributive share of the gross income
of general professional partnership.

(b) Exclusions from gross income. - The following
items shall not be included in gross income and shall be
exempt from taxation under this Title:

(1) Life insurance. - The proceeds of life insurance
policies paid to the heirs or beneficiaries upon
the death of the insured, whether in a single sum
or otherwise, but if such amounts are held by the
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insurer under an agrsement to pay interest thereon,
the interest najmeﬁts shall be included in cross
income.

(2) Amount received by insured as return of premium. -

The amount received by the-insured, as a return of
premiums paid by him under life insurance, endowment,
or annuity contracts, either during the term or at the
maturity of the term mentioned in the contract or
upon surrender of the contract.

GlftsL bequests, and devises. - The value of property
acqulred by gift, bequest, devise, or descent; but
the income from such property shall be 1ncluded in
gross income.

Interest on Government securities. - Interest upon
the obligations of the Government of the Republic of
the Phlllpplnes or any political subdivisions thereof,
but in the case of such obligations issued after the
approval of this Code, only to the extent provided in
the act authorizing the issue thereof.

Compensation for injuries or sickness. - Amounts re-
ceived, tnrouch Accident or hLealth ilnsurance or under
Workmen's ”ompensation Acts, as compensation for per-
sonal injuries or sickness, plus the amounts of any
damages received whether by suit or agreement on account
of such injuries or sickness.

income exempt under treatv. - Income of any kind, to
the eXient requlred by any tireaty obllwatlon blndlnrr
upon the Government of the Ph111pvlnes.

tirement benefii{s. pensions. cratuities. etec. - (&)
ietirement benefits received by officials and em-
plovees of private f-*.s, whether indivicdual or corpo-
rate, in accordance with & reasonable private benefit
plan meintained by the employer: Provided, That the
retiring oifficial or employee has been in the service
of the same employer for at least 10 years and is not
less than 30 year of age at the time of his retlrn—
ment : “rov;dnd furune;, That the benefits granted
under tnis subnara rapn shall be availed of b\ an
officiel or emplovee only once. For purposes of uhls
subsection, the term 'reasonable private benefit plan’
means a pension, atuluy, stock bonus or proflu—
sharing plan malntalned by an employer for the bene-
fit of some or all of his officials or employees,
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wherein contributions are made by such emplover for
officials or employees, or both, for the purpose of
dlstrlbutlng to such officials and employees the
earnings and pr1nc1pal of the fund thus accumulated,
and wherein it is provided in said plan that at no
time shall any part of the corpus or income of the
fund be used for, or be delivered to, any purpose
other than for the exclusive benefit of the said
officialsand employees.

(B) Any amount received by an official or em-
ployee or by his heirs from theemployer as a conse-
quence of separatlon of such official or employvee
from the service of the employer due to death, sick-
ness or other physical disability or for any cause
beyond the control of the said official or employee.

: . . . K 3

(C). The provisions of any existing law to the
contrary notwithstanding, social securlty benefits,
retirement gratuities, pensions and other gimilar
benefits received by resident or nonresident citi-
zens of the Philippines or aliens who come to reside
permanently in the Philippines from foreign govern-
ment agencies and other 1nst1»ut10ns, prlvate or
public.

(D) Peyments of benefits due or to become due
to any person residing in the Philippines under the
laws of the United States administered by the United

tes Veterans Administration.

(E) Payments of benefits made under the Social
Security Act of 1854, as amended.

(F) Benefits received from the GSIS and the
retirement gratuiiy received by government officials
and employees.

Miscellaneous items.

(&) 1Income received from their investmenzs in
the Philippines in loans, stocks, boands or other
ht 2 1} e .
domestic sec “1t:vs, or from interest on their depo-

sits in banlis in the Philinpines by (i) ‘OTELIR
zovernments, (ii) Zinancinz instiiutions owned 3
trolled, or enjoying ”eflnanc1nr.’“on them, and
international or regional financing institutions .
established by governments.
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(B) 1Income derived from any public utility or
from the exercise of any essential governmental -
function accruing to the Government of the Philip-
pines or to any political subdivision thereof.

(C) Income derived as rewards under Section
316 of this Code, as amended.

(D) Interest earned from deposits maintained
with a bank under the expanded foreign currency de-
posit system.

(E) Prizes and awards made primarily in recog-
nition of religious, charitable, scientific, educa-

tional, artistic, literary, or civic achievement but
only if: _

(i)- the recipient was selected without any

action on his part to enter the contest or
proceeding; and

(ii) the recipient is not required to render
substantial future services as a condition
to receiving the prize or award."

SECTION 11. Section 30 of the National Internal Revenue
Code, as amended, is hereby further amended to read as follows:

"Section 30. Deductions from gross income. - In
computing taxable income subject to tax under sSec. 21(a);24(a)
(b) and (c); and 25(a)(l), there shall be allowed as deduc—

tions the 1tems specified in paragraphs (a2) to (i) of this
section. -

In the case of an individual, the optlonal standard
deduction under paragaph (k) shall be allowed in lieu of
of itemized deductions under said paragraphs (a) to (i).
In addition, the appropriate personal and additional
exemptions allowed under naraﬂrapﬁ (1) may be claimed by
an individual whose income is subject to tax under Sec-
tion 21(a}: Provided, That no deductions other than the
deduction provided in paragraph (1) may be allowed from
compensation income arising from personal services ren-
dered under an employer-employee relationship.

(a) Expenses. - (1) Business expenses. - (4)
In meneral. - All ordinary and necessary expenses
paid or incurred during the taxable year in carrying
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on any trade or business, including a reasonable
allowance for salaries or other compensation for
personal services actually rendered; travelling
expenses while away from home in the pursuit of

a trade, profession or business, rentals or other
payments required to be made as a condition to
the continued use or possession, for the purpose
of the trade, profession or business, of property
to which the taxpayer has not taken or is not
taking title or in which he has no equity.

- (2) Expenses allowable to private educational
institutions. - In addition to the expenses allow-
able as deductions under subparagraph (a)(1)(A)
above, a private educational institution, referred
to under Section 24(b) of this Code, may at its
option elect either (A) to deduct expenditures
otherwise considered as capital outlays of depre-
ciable assets incurred during the taxable year
for the expansion of school facilities or (B) to
deduct allowance for depreciation thereof under
paragraph (f) of this section.

(b) Interest. - (1) 1In general. - The amount
of interest paid or accrued within a taxable year on
indebtedness in connection with the taxpayer's pro-
fession, trade or business, except on indebtédness .
incurred or continued to purchase or carry obligation
the interest upon which is exempt from taxation as in-
come under this Title. '

, . (2) No deduction shall be allowed in respect
of interest under the succeeding sub-paragraphs:

(i) If within the taxable year an individual
taxpayer reporting income on the cash basis incurs
an indebtedness on which an interest is paid in ad-
vance through discount or otherwise: Provided,

That such interest shall be allowed as a deduction

in the year the indebtedness is paid: and Provided,
further, That if the indebtedness is payable in
periodic amortizations, the amount of interest which
corresponds to the amount of the principal amortized
or paid during the year shall be allowed as deduction
in such taxable year.
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(ii) 1If both the taxpayer and the person to
whom the payment has been made or is to be made
are persons specified under Section 31(b).

(iii) If the indebtedness is incurred to
finance petroleum exploration. :

(¢) Taxes. - (1) In general. - Taxes paid or
accrued within the taxable year in connection with
the taxpayer's profession, trade or business, except:

The income tax prov1ded for under this’
Title; :

Income, war profits, and excess profits
taxes imposed by authority of any foreign
country; but this deduction shall be al-
lowed in the case of a taxpayer who does
not signify in his return his desire to
have to any extent the benefits of para-
sraph (3) of this subsection (r°Lat1nn~
to credlts for taxes of foreign countrles);

Dstate and gift taxes;

Taxes assessed against loceal benefits of a
ind tending to increase the value of the
property assessed; and

Electric enerzy consumption tax imposed by
Batas Fambansa:Blz. 36.

. {(2) Limitations on deductions. (4) 1In the case
cf a nonr esident alien individual and a foreizn cor-
poration, thedeductions for taxes prov1aed in para-
graph (1) of this subsection (c) shall be allowed only
if and to the extent that they are connected with
income from sources within the Philippines; and

In the case of a citizen of a foreign
country residing in the Philippines whose
income from sources within such foreign
country is not taxable under this Title,
only that portion of the taxes paid to
such foreign country which corresponds to
his taxable income under this Title shall
be allowed as deduction.
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(3) Credit against tax for taxes of foreign countries.
If the taxpayer signifies 1n his return his desire to have
the benefits of th1s paragraph, the tax imposed by this
Title shall be credited with:

(A) Citizen and domestic corporation. - In the case
of a citizen of the Phllipplnes and of a domestic corpora-
tion, the amount of any income, war profits, and excess
proflts taxes paid or accrued during the taxable year to
any foreign country,

(B) Alien resident of the Philippines. - In the case
of an alien resident of the Philippines, the amount of any
such taxes paid or accrued during the taxable year to any
foreign country; if the foreign country of which such
alien resident is a citizen or subject, in imposing such
taxes allows a similar credit to 01t1zens of the Philippines
residing in such country; and

(C) Partnerships and estates. - In the case of any
such individual who is a member of a general professional
partnership or a beneficiary of an estate or trust, his
proportionate share of such taxes of the general pro—
fessional partnership or the estate or trust paid or
accrued during the taxable year to a foreign country, if
his dlstrlbutlve share of the income of such partnership
or trust is reported for taxation under this Title.

Nonresident alien individuals and foreign corporations
shall not be allowed the credits acainst the tax for the
taxes of foreign countries allowed under this paragraph.

(4)- Limifations on credit. - The amount of the credit
taken under this section shall be subject to each of the
following limitations:

(4) The amount of the credit in respect to the tax
paid or accrued to any country shall not exceed the same
proportion of the tax against which such credit is taken,
which the taxpayer's takable income from sources within
such country under this Title bears to his entire taxable
income for the same taxable year; and

(B) The total amount of the credit shall not exceed
the same proportion of the tax against which such credit
is taken, which the taxpayer's taxable income from sources
without uhe Philippines taxable under this Title bears
to his entire taxable income for the same taxable year.
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(5) Adjustments on payment of accrued taxes. - If
accrued taxes when paid differ from the amounts claimed
as credits by the taxpayer, or if any tax paid is re-
funded in whole or in part, the taxpayer shall notify the
Commissioner, who shall redetermine the amount of the tax
for the year or years affected, and the amount of tax due
upon such redetermination, if any, shall be paid by the
taxpayer upon notice and demand by the Commissioner, or
the amount of tax overpaid, if any, shall be credited or
refunded to the taxpayer. In the case of such a tax
accrued but not paid, the Commissioner as a condition pre-
cedent to the allowance of this credit may require the
taxpayer to give a bond with sureties satisfactory to and
to be approved by the Commissioner in such sum as he may
require, conditioned upon the payment by the taxpayer of
any amount of tax found due upon any such redetermination.
The bond herein prescribed shall contain such further
conditions as the Commissioner may require.

(6) Year in which credit taken. - The credits provided
for in paragraph (c)(3) may, at the option of the taxpayer
and irrespective of the method of accounting employed in
keeping his books, be taken in the year in which the taxes
of the foreign country accrued, subject, however, to the
conditions prescribed in paragraph (c)(5). If the tax-
payer elects to take such credits in the year in which
the taxes of the foreign country accrued, the credits for
all subsequent years shall be taken upon the same basis,
and no portion bf any such taxes shall »e allowed as a
Geduction in the same or any succeeding yeer.

(73} Proof of credits. - The credits provided in para-
sraph (¢){(5) shall be.allowed only if the taxpayer esta-
blishes to the satisfaction of the Commissioner (4) the
total amount of income derived from sources without the
Philippines, (3) the amount of income derived from each
country, the tax paid or accrued.to which is claimed as
a crecdit under said paragraph, such amount to be deter-
mined under rules and regulations prescribed by the
Minister of Finance, and () all other information neces-—
sary for the verification and computation of such credits.

(8) Taxes of foreicn subsidiarv. - For purposes of
this subsection a domestic corporation, which owns a
majority of the voting stock of a foreign corporation from
which it receives dividends in any taxable vear shall be
deemed to have paid the same proportion of any income,
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war profits, or excess profits taxes paid by such foreign
corporation to any foreign country, upon or with respect

to the accumulated profits of such foreign corporation from
which such dividends were paid which the amount of such
dividend bears to the amount of such accumulated profits:
Provided, That the amount of tax deemed to have been paid
under this subsection shall in no case exceed the same
proportion of the tax against which credit is taken which
the amount of such dividends bears to the amount of the
entire taxable income of the domestic corporation in which
such dividends are included. The term'accumulated profits'
when used in this subsection in reference to a foreign
corporation, means the amount of its gains, profits, or
income in excess of the income, war profits, and excess
profits taxes imposed upon or with respect to such pro-
fits or income; and the Commissioner shall have full power
to determine from the accumulated profits of what year or
years such dividends were paid, treating dividends paid

in the first 60 days of any year as having been paid from
the accumulated profits of the preceding year or years
(unless to his satisfaction shown otherwise), and in other
respects treating dividends as having been paid from the
most recently accumulated gains, profits, or earnings. In
the case of a foreign -corporation, the income, war profits,
and excess profits taxes of which are determined on the
basis of an accounting period of less than one year, the
word'year' as used in this subsection shall be construed
to mean such accounting period.

(9) Taxes of shareholder paid by corporation. - The
deduction for taxes allowed by paragraph (c) shall be
allowed to a corporation in the case of taxes imposed
upon a shareholder of the corporation upon his interest
as shareholder which are paid by the corporation without
reimbursement from the shareholder, but. in such cases no
deduction shall be allowed the shareholder for the amount
of such taxes. '

(d) Losses. - (1) By individuals. - In the case of
an individual, losses actually sustained during the taxable
year and not compensated for by insurance or otherwise:

) If incurred in trade, profession, or business;

(&

(B) If incurred in any transaction entered into for
profit, though not connected with the trade or business;
(C) Of property connected with the trade or business,
if the loss arises from fires, storms, shipwreck, or other
casualties, or from robbery, theft, or embezzlement.
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The Minister of Finance, upon recommendation of the Com-
missioner of Internal Revenue, is hereby authorized to
promulgate rules and regulations prescribing, among

other things, the time and manner by which the taxpayer
shall submit a declaration of loss sustained from casualty
or from robbery, theft, or embezzlement during the taxable
year: Provided, however, That the time limit to be so
prescribed 1n the regulations shall not be less than 30
days nor more than 90 days from the date of the occurrence
of the casualty or robbery, theft, or embezzZlement giving
rise to the loss. : '

(D) No loss shall be allowed as a deduction under
this paragraph if at the time of the filing of the return,
such loss has been claimed as a deduction for estate tax
purposes in the estate tax return.

(2) By corporation. - In the case of a corporation,
all losses actually sustained and charged off within the

taxable year and not compensated for by insurance or other-
wise. : .

(3) Proof of loss. - In the case of a nonresident
alien individual or foreign corporation, the losses deduct-
ible are those actually sustained during the year incurred
in business or trade conducted within the Philippines, and
losses actually sustained during the year in transactions
entered into for profit in the Philippines although not con-
nected with their business or trade, when such losses are
not compensated for by insurance or otherwise. The Minister
of Finance, upon recommencation of the Commissioner of
Internal Devenue, is hereby authorized to promulgate rules
and regulations prescribing, amonz other things, the time
ané ranner by which the taxpayer shall submit a declaration
of loss sustained from casualty or from robbery, theft, or
embezzlement during the taxable year: Provided, That the
time to be so prescribed in the regulations shall not be
less than 3N days nor more than 9C days from the date of
the occurrence of the casualiy or robbery, theft, or
embezzlement giving rise to the loss. ' ‘

(4) Capital losses. - (A) Limitation. - Losses from
sales or exchanges oi capital assets shall be allowed only
to the extent provided in Section 34.

(B) Securities becoming worthless. - If securities
as defined in Section 20 become worthless during the
taxable year and are capital assets, the loss resulting
therefrom shall, for the purposes of this Title. be
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considered as a loss from the sale or exchange, on the
last day of such taxable year, of capital assets.

(5) Losses on wash sales of stock or securities. -
Losses on 'wash sales" of stock or securities as provided
in Section 33. ' '

(6) Wagering losses. - Losses from wagering trans-
actions shall be allowed only to the extent of the gains
from such transactions.

(7) Abandonment losses. ~ (A) In the event a
contract area where petroleum operations are undertaken
is partially or wholly abandoned, all accumulated explo-
ration and development expenditures pertaining thereto
shall be allowed as a deduction: Provided, That accumu-
lated expenditures incurred in that area prior to
January 1, 1979, shall be allowed as a deduction only
from any income derived from the same contract area.

In all cases, notices of abandonment shall be filed with
the Commissioner of Internal Revenue.

(B)- In case a producing well is subsequently
abandoned, the unamortized costs thereof, as well as the
undepreciated costs of equipment directly used therein
shall be ‘allowed as a deduction in the Year such well,
equipment or facility is abandoned by the contractor:
Provided, That if such abandoned well is reentered and
production is resumed, or if such equipment or facility
is restored into service, the said costs shall be included
as part of gross income in the year of resumption or
restoration and shall be amortized or depreciated, as
the case may be.

(e) Bad Debts. - (1) In seneral. - Debts due to
the taxpayer actually ascertained to be worthless and
charged off within the taxable year except those not
connected with profession, trade or business and those
sustained in a transaction entered into between parties
mentioned under Section 31(b) of this Code.

(2) Securities becoming worthless. — If securities
as defined in Section 20 are ascertained to be worthless
and charged off within the taxable year and are capital
assets, the loss resulting therefrom shall, in the case
of a taxpayer other than a bank or trust company incorpo-
rated under the laws of the Philippines a substantial. part
of whose business is the receipt of deposits, for the
purpose of this Title, be considered as a loss from the
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sale or exchange, on the last day of such taxable year
of capital assets.

(f) Depreciation. (1) General rule. - There shall
be allowed as a depreciation deduction a reasonable
allowance for the exhaustion, wear and tear (including
reasonable allowance for obsolescence) of property used
in the trade or business. In the case of property held
by one person for life with remainder to another person,
the deduction shall be computed as if the life tenant
were the absolute owner of the property and shall be,
allowed to the life tenant. In the case of property held
in trust, the allowable deduction shall be apportioned
between the income beneficiaries and the trustees in
accordance with the pertinent provisions of the instrument
creating the trust, or in the absence of such provisions,
on the basis of the trust income allowable to each.

(2) Use of certain methods and rates. - The term
'reasonable allowance' as used in the preceding paragraph
shall include (but not limited to) an allowance computed
in accordance with regulations prescribed by the Minister
of Finance, under any of the following methods:

The straight line method.

(B) Declining balance method, using a rate not
exceeding twice the rate which would have been used had
the annual allowance been computed under the method
described in paragraph (f) (1).

The sum of the years-digits method, and

(D) Any other method which may be prescribed by the

‘inance upon reconmendation of the Commissioner

M1
hd
wgvenue,

.

{3) Agreement as to useful life on which deoreciation
rate is hased. - waers unaer rejulations prescribecd by the
inister oi Finance, ths teaxparyer and the Commissioner of
Internal levenue have entersd into an agreement in writing
specifically dealing with the useful life and rate of
depreciation of any property, the ratec so agreed upon siall
be binding on both the taxpayer and the ¥inister of Finance

in the absencs of facts and circumstances not taken inte
consideration in the adoption of such agreement. The
responsibility of establishing the existence of such facts
and circumstances shall rest with the party initiating the
modification. Any change in the azreed rate and useful

h ot
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life specified in the agreement shall not be effective
for taxable years before the taxable year in which
notice in writing by certified mail or registered mail is
served by the party to the agreement 1n1t1at1nv such
change.

(4) Depreciation of properties used in petroleum
operations. - An allowance for depreciation in respect
to all properties directly related to productlon of
petroleum initially placed in service in a taxable year
under the straight-line or double- —-declining balance method
of depreciation at the option of the service contractor.
However, if the service contractor initially elects the
double- decllnlng method, it may at any subsequent date,
shift to the straight- llne method. The useful life of
properties used in or related to production of petroleum
shall be 10 years or such ‘shorter life as may be permitted
by the Commissioner of Internal Revenue.

... Properties not used directly in the production of
petroleum shall be depreciated under the straight-line
method on the basis of an estimated useful llfe of 5 years.

(5) Depreciation deductible by nonresident aliens or
foreion corporations. - In the case of a nonresident alien
individual or foreign corporation, a reasonable allowance
for the deterioration of property arising out of its use
or employment or its non-use in the business or trade shall
be permitted only when such property is located within the
Philippines.

(g) Depletion of oil and cas wells and mines. - (1) In
ceneral. - in the case of o0il and gas wells and mlnes, a
reasonable allowance for depletion or amortization cormput
in accordance with the cost depletion method shall be r"ra.*:u,ecl
under rules and regulations to be prescribed by the hlﬂlSunr
of Finance: D"‘ow_ded That when the allowance shall equal
the capital invested no further allowance shall be granted:
Provided, further, That after production in commercial
quantltles has comnenced certain intangible exploration
and development drlllln" costs (4) sna?l be deductible in
the year incurred if such expenditures are incurred for non-
Drodu01n” wells or (B) shall be deductible in full in the
year Dald or incurred or at the election of the taknayvr,
may be capitalized and amortized if such expenditures in-
curred are for producing wells in the same contract area.

Intangible costs in petroleum operations refer te any
costs incurred in petroleum operations which in itself has
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no salvage value and which is incidental to and necessary
for the drilling of wells and preparation of wells for

the production of petroleum: Provided, That said cost
shall not pertain to the acquisition or improvement of
property of a character subject to the allowance for
depreciation except that the allowances for depreciation

on such property, shall be deductible under this subsection

Any intangible exploration, drilling and development
expenses allowed as a deduction in computing taxable income
during the year shall not be taken into consideration in
computing the adjusted cost basis for the purpose of computin
allowable cost depletion. .

(2) Election to deduct exploration and development
expenditures. - In computing taxable income, the taxpayer
may, at his option, deduct exploration and development
expenditures accumulated as cost or adjusted basis for cost
depletion as of January 1, 1978, as well as exploration and
development expenditures paid or incurred during the taxable
year: Provided, That the total amount deductible for explo-
ration and development expenditures shall not exceed twenty-~
five percent (25%? of the taxable income from mining operatio
computed without the benefit of any tax incentives under exis
ing laws. This subparagraph shall not apply to expenditures
for the acquisition or improvement of property of a character
wiich is subject to the allowance for depreciation under
Section 30(£f)(1) of this Code but the allowance for depre-
ciation thereon shall be treated as expenditure.

The election by the taxpayer to dedu
and development expenditures is irrevocab
binding in succeeding taxable years.

ct the explor
le

ation
and shall bhe
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In no case shall

this paragraph apply wiZh respect to
amounts paid or incwrred for ths exploration and development
of 0il and gas. The term 'exploration expendifures' means
expencitures paid or incurred for the purnose of ascertaining
the existence, location, extent, or qualiiy of any denosit
2f ore or oiher mineral, and peid or incurred before the
beginning ol the developuent staze of the nine or denosit.
The term 'development expenditurcs' means expenditures paid

or incurred during the development staze of the mine or
other natural deposits. The devslopment stage of a mine or
other natural deposgit shall begin at the time when deposits
of ore or other minerals are shown to exist in sufficient
commercial quantity and quality and shall end upon commence-
ment of actual commercial gfbraction. ’
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(3) Depletion of 0il and ras wells and mines
deductible by a nonresident alien individual or foreirsn
corporation. - in the case of a nonresident alien individual
or a foreign corporation, allowance for depletion of oil
and gas wells or mines under subparagraph (1) shall be
authorized only in respect to oil and gas wells or mines
located within the Philippines. - -

(h) Charitable and other contributions. - (1) In
general. - Contributions or gifts actually paid or made
within the taxable year to, or for the use of the Government
of the Philippines or any of its agencies or any political
subdivision thereof for exclusively public purposes, or to
domestic corporations or associations organized and operated
exclusively for religious, charitable, scientific, youth and
sports development, cultural or educational purposes or for
the rehabilitation of veterans, or to social welfare insti-
tutions, no part of the net income of which inures to the
benefit of any private stockholder or individual in an amount
not in excess of 6% in the case of an individual, and 3%
in the case of a corporation, of the taxpayer's taxable
income derived from business as computed without the benefit
of this and the following subparagraphs.

(2) Contributions deductible in full. - Notwithstanding
the provisions of the preceding subparagraph, donations to
the following institutions or entities shall be deductible
in full:

(A} Donations to the Government. - Donations to the )
Government of ihe Philippines or to any of its agencies or
political subdivisions including fully-owned government corpo-
rations exclusively to finance, to provide for, or to be used
in undertaking priority activities in education, health,
youth and sports development, human settlements, science and
culture, and in economic develcpment according to a naticnal
priority plan to be determined by the NEDA, in consultation
with appropriate government agencies, including its r gional
development councils and private philanthropic persons and
institutions: Provided, That any donation which is made to
the Government or to any of its agencies or political sub-
divisions not in accordance with the said annual priority
plan shall be subject to the limitations prescribed in sub-
paragraph (1) of this section.

(B) Donations to certain foreirn instiiutions or
international organizazions. — Donations %o foreizgn institutio
or international organizations which are fully deductible in
pursuance of or in compliance with agreemsants, treatiés, or
commitments entered into by the Government of the Philippines
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and the foreign institu

i ons or internaticnal organizations
or in pursuance of spe 1

ii
ial laws.

(C) Donations to certain private foundations. - The
term 'private foundation’ means a non-nrofit comestic corpo-
ration:

(i) Organized and onerated exclusively for scientific,
research, educational, character-building and youth and
sports development, health, social welfare, cultural or
charitable purposes, or a combination thereof, no part of

the net income of which inures to the benefit of any private
individual;

(ii) Which, not later than the 15th day of the third
month after the close of the foundation's taxable year in
which centributions are received, makes utilization directly
for the active conduct of the activities constituting the
purpose or function for which it is organized and operated,
unless an extended period is granted by the Ministry of
Finance 'in accordance with the rules and regulations to be
promulgated;

(iii) The level of administrative expense of which,
shall on an annual basis conform with the rules and regula-
tions to be prescribed by the lMinister of Finance but in no
case to exceed thirty percent (30%) of total expenses; and

{(iv) The assets of which in the event of dissolut
would be digtributed to another non-profit domestic cor:
tion organized for similar purpose or purposes, or to t
State for public purjpose, or would be distributed by a
teo ansther organization to be used in such manner as in the
Judgment. of said court shall best accomplish the seneral

purpose for which the dissolved organization was orranized

st
o

Subject te such terms and conditions as may he pres-
cribed by the Minister of TFinance, the term 'utilization'
reans:

Any amount in cash or in kind (including admi-
nistrative expenses) paid or utilized to
accomplish one or more purposes for waich the
private foundation was created or organized.

Any amount paid to acquire an asset used (or
held for use) directly in carrying out one

or more purposes for which the foundation was
created or organized.

An amount set aside for a specific project which
comes within one or more purposes of the foundation may
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be treated as a utilization, but only if at the time such
amount is set aside, the private foundation establishes

to the satisfaction of the Commissioner of Internal Reve-
nue that the amount will be paid for the specific project
within a period to be prescribed in regulations to be.pro-
mulgated by the Minister of Finance, but not to exceed

S5 years, and the project is one which can be better

accomplished by setting aside such amount than by immediate
payment of funds.

Valuation. ~ Properties other than cash donated
shall be valued in accordance with the rules and
regulations prescribed by the Minister of Finance
in consultation with appropriate government
agencies.

Proof of deductions. - Contributions or gifts
shall be allowable as deduction only if veri-
fied under the regulations prescribed by the

Hinister of Finance.

{i) Pension trusts. - An employer establishing or
maintaining a pension trust to provide for the payment of
reasonable nensions to his employees shall be allowed as
a deduction (in addition to the contributions to such
trust during the taxable year to cover the pension lia-
bility accruing during the year, allowed as a deduction
under subsection (a)(l) of this section) a reasonable
amount transferred or paid into such trust during the
taxable year in-excess of such contributions, but only if
such amount (1) has not theretofore been allowable as a
deduction, and (2) is apportioned in equal parts over a
periol of 1T comnsecutive years bezinning with the year in
wihich the transfer or peyment is made.
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Vi) Untional standard deduction. - In lieu of the

7

deductions allowed under the preceding paragraphs of this
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section an individual subject to tax under Section 21(a)
other than a nonresident alien, may elect a standard deduc-
tion in an amount not exceeding ten peércent (1) of nis
gross income. Unless the taxpayer signifies in his return
his intention to elect the optional standard deduction, he
shall be considered as having availed himself of the deduc-
tions allowed in the preceding subsection. The Minister

of Finance shall prescribe the manner of the election.

Such election when made in the return shall be irrevocable
for the taxable year for which the return is made.

Notwithstanding the provisions of the preceding para-
graphs, the Minister of Finance upon recommendation of the
Commissioner, after a public hearing shall have been held
for this purpose may prescribe by regulations, limitations
or ceilings for any of the itemized deductions under para-
graphs (a) to (i) of this section: Provided, That for
purposes of determining such ceilings or limitations, the
Minister of Finance shall consider the following factors:
(1) adequacy of the prescribed limits on the actual ex-
penditure requirements of each particular industry; and
(2) effects of inflation on expenditure levels: Provided,
further, That no ceilings shall further be imposed on

items of expense already subject to ceilings under present
law, .

(1) Personal exemptions allowable to individuals. -
(1) Basic personal exemption. - ror the purpose of deter-
mining the tax provided in Section 21(a) of this Title,
there shall be.allowed a basic personal exemption as follows:

For single individual or
married individual judicially
decreed as lezally separated

with no qualified dependents - ¥ 6,020
For head of a family ¥ 7,500
For married individual 712,220

Provided, That husband and wife electing to compute their
income tax separately shall be entitled to a personal exemp-
tion of 33,000 each.

For purposes of this paragrapn, the term 'Mead of
Family' means an unmarried or legally separated man or woman
with one or both parents, or with one or more brothers or
sisters, or with one or more legitimate, recognized natural
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or legally adopted children living with and depencdent upon
nim for their chief support, where such brothers or sisters
or children are not more than twenty-one (21) years of age,
unmarried and not gainfully employed or where such children,
brothers or sisters, regardless of age are incapable of
self-support because of mental or physical defect.

(2) Additional exemption

(A) Taxpayers with dependents. - A married invididual
or a head of family shall be allowed an additional exemption
of Three thousand pesos (3,000) for each dependent: Pro-
vided, That the total number of dependents for which addi-
tional exemptions may be claimed shall not exceed four
dependents: = Provided, further, That an additional exemption
of Une thousand pesos (¥1,000) shall be allowed for each
child who otherwise qualified as dependent prior to January
1, 1980; and Provided, finally, That the additional exemp-
tion for dependents shall be claimed by only one of the
spouses in the case of married individuals electing to com-
pute their income tax liabilities separately.

In case of legally separated s

t ouses, additional exemp-
tions may be claimed only by the sp
bd G

Y use who was awarded
custody of the child or childrern; Provided, That the tstal
amount of.additional exempticns thaf may be claimed by
both shall not exceed the meximum additional exemptiocns
herein allowed. -

v

o) ORI

Tor purposes of this varagraph, a dependent means a
Izgitimate, recognized natural or lecally adopted child
chiefly dependent upon and living with the taxpayer if such
dependent is not more than twenty-one (21) years of age,
unmarried and not gainfully employed or if such dependent,
regarciess of age, is incapable of self-support because of
mental or physical defect. '

(B) Taxpayers with cross compensation income not ex-
ceeding $20,000. - A special additional exemption of rour
thousand pesos (?4,0GO) shall be allowed if the gross income
of a single, married or legallyseparated individual, or head
of family does not exceed the aggregate amount of F2,200:
Provided, That in case married individuals elect to compute
Aeir income tax scparately, the spouse claiming the addi-
onal exemption for dependent children shall be e 2

<1 i J" O

- K4 s B P -y 0~ o Tp AN
c1e special aqdi nel exemption of ¥4,72C0.
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S Chanre of status. - If the texpaysr warried or
should have additional dependsnis as defined above during
the taxable year, the taxpayer may claim the corresponding

personal and additional exemption, as the case may be, in
full for such year.

If the taxpayer should die during the taxable ycar,
his estate may still claim the personal and additional
exemptions for himself and his dependents as if he died
at the close of such year.

If the spouse or any of the dependents should die or
if any of such dependents becones twenty-one years old during
the taxable year, the taxpayer may still claim the same ex-
emptions as if they died, or if such dependents become
twenty-one years old at the close of such year.

(4) Allowances for adjustment. - Upon the recommenda-
tion of the riinister of Finance, the President shall auto-
matically adjust not more often than once every three years,
the personal and additional exemptions taking into account,
among others, the movement in consumer price indices, levels
of minimum wages, and bare subsistence levels.

(5) Personal exemptions allowable to nonresident alien
individuals. - A nonresident alien individual engaged in
trade or. business in the Philippines shall be entitled to
personal exemption in the amount equal to the exemptions
allowed by the income tax law of the country of which he is
a subject or citizen to citizens of the Philippines not
residing in such country, but not to exceed the amount
{ixed in this section as exemption for citizens or residents
of the Philippines: Provided, That said nonresident alien
should file a true and accurate return of the total income
received by him from all sources in the Philinpines, as re-
quired by this Title.

(m) Exemption and deduction allowable from foreirn
source income derived by nonresident ci.izens. - LN COhi—
nuting the taxable income subject to tax under Section 21(b)}
th foll rine ded + < Hall b llowed from > g 3 o
vne following deductions shall be allowe rom Sross incone
derived by a nonresident citizen from sources without the
Philippines:

(1) An allowance for personal exemption in the amount
of two thousand dollars (U.S. £2,002), if th



person making the return is a gingle or a
married person legally separated from his
or her. spouse; or four thousand dollars
(U.S. $4,000), if the person making the
return is married or head of the family,
as defined in Section 30 of this Code; and

(2) The total amount of the national income tax
actually paid to the government of the foreign
country of his residence. For this purpose,
every nonresident citizen availing of this
deduction shall attach to his Philippine in-
come tax return a copy of the income tax re-
turn he has filed with the government of the
foreign country of his residence." ‘ '

SECTION 12. Section 34, paragraphs (g) and (h) of the
Kational Internal Revenue Code, as amended, are hereby repealed.

SECTION 13. Section 35, paragraphs (a) and (b) of the
National Internal Revenue Code, as amended, are hereby -
amended to read as follows:

termination of amount of and reco=-
aition of main or loss.

(a) Comnutation of gain or loss. - The gain from the
sale or other disposition of property shall be the excess
of the amount realized therefrom over the basis or ad-
justed basis for determining gain and the loss shall be
the excess of ths basis or adjusted basis for determining
1oss over the amount realized. The amount realized from
the sale or other disposition of property shall be the
sum of money received plus the fair marletl valus of the
nroperty (other than money) receivecd. ‘

(»} Dasis for determining ~oin or lcss from s&le or
Cigmosition GF Sronertv. -~ -ile Dasis ox Projperiy shell b2
Ty <-he cost tacreci in the case of sroperty acguired on
or before llarch 1, 10153, if such property was acqguired 2y
nurchase; or

Pt

(2) The fair mariet price or val
acguisition if the same was &

o
e as Ox
3
X

cquired by inher

(3 Tf the property was acquired by cift the bhasis
shall be the same as if it would be in the hands of the
donor or the last preceeding owner by whom it was not
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acquired by gift, except. tlat if such basis is greater
than the fair mariket value of the property at the time
of the gift, then for the purpose of determining loss
the ba51s shall be such falr market value; or

(4) - If the property, other than capital asset referred
to in Section 21(e), was acqulred for less than an adequate
consideration in money or money's worth, the basis of such
property is (i) .the amoéunt pald by the uransLe;ee for the
property or (ii) the transferor's adjusted basis at the
time of” tle tradsfer whichever is gredter.

~ 7 (5)" The basis as defined in paragraph \c)(u) of this
section if the nroperty was ac qulred in-a transaction where

cain or loss 1s not recoenlzed unuer rararranh (c,\u) of
b:l.'.s ch 10'10 DR . ',',}” -
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S“”“IO 14 Sec ion: o? narabrapa (b) of the National
-*nte*nal Zevenue Code, as amended is Hereby urther amended to
read as follows: " , g St

"(b) Taxable incore frem sources within the Philinnines

\l) Gene al rule — i'rom the itens- of sross income speclified
in subsection (2) of this sectlon there shall be oeducted
the .expenses, losses, and other deductions properly allo-
cated thereto and a ratable part of expenses, interests,
losses, and other deductions effectively connected, with

the business or trade conducted exclugivély flehln the
Philippines which cannot definitely be allocated to

some items or class of-gross-income: Provided, That such
itens of deductions shall be allowed only 1f fully sub-
stantiated by all the information necessary for its calcula-
tion. The remainder, if any, shall be treated in full
taxable income from sources within the Philippines.

(2) Exception. - No deductions for interest paid or
incurred abroad shall be allowed from the item of gross
income specified in subsection (a) unless indebtedness was
actually incurred to provide funds for use in connection

with the conduct or operation of trade or business in the
Philippines."

SECTION 15. Section 43 of the National Internal =Xevenue
Code, as amended, is hereby amended to read as follows:

"Section 43. Installment basis. - (a) Sales of dealers
in personal propertv. - Under regulations prescribed by the
minister of rinance, a person who regularly sells or other-
wise disposes of personal property on the installment: plan




may return as income therefrom in any taxable year
that proportion of the installment payments actually
received in that year which the gross profit realized
or to be realized when payment is completed, bears to
the total contract price.

(b) Sales of realty and casual sales of personalty.
In the case (1) of a casual sale or other casual disposi-
tion of personal property {other than property of a kind
which would properly be included in the inventory of the
taxpayer if on hand at the close of the taxable year), for
a price exceeding one thousand pesos, or (2) of a sale or
other disposition of real property, if in either case the
initial payments do not exceed twenty-five percent of the
selling price, the income may under regulations prescribed
by the Minister of Finance, be returned on the basis and
in the manner above prescribed in this section. As used
in this section the term 'initial paymerits' means the pay-
ments received in cash or property other than evidences
of indebtedness of the purchaser during the taxable
period in which the sale or other disposition is made.

(c) Sales of real property considered as capital
asset by individuals. - An individual who sells or dis-
poses of real property, considered as capital asset, and
is otherwise qualified to report the gain therefrom
under paragraph (b) may pay the capital gains tax in
installments under regulations to be promulgated by the
Minister of Finance. "

(d) Change from accrual to installment basis. - If
a taxpayer entitled to the benefits of subsection (a)
elects for any taxable year to report his taxable income
on the installment basis, then in computing his income
for the year of change or any subsequent year, amounts
actually received during any such year on account of sales
or other dispositions of property made in any prior year
shall not be excluded.”

SECTION 16. Section 45 of the National Internal Ievenue
Code, as amended, is hereby further amended to read as follows:

"Section 45. Individual returns. - {a) leguirements
(1) EZxcept as provided in paragraph (2, of this Sectiorn,
the following individuals are required to file an income
tax return: :
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Zvery "ilipino citizen, whether residing in
the T3"1:‘Llip“>1nes or abroad,

Every alien residing in the Philippines, re-
sardless of whether the gross income was de-
rived from sources within or without the
Philippines, and

Every nonresident alien engaged in trade
or ‘business in the Philippines.

(2) The following individuals shall not be required
to file an income tax return.

Individuals whose gross income does not exceed
his total personal and additional exemptions
for dependents under Section 30: Provided,
That a citizen of the Philippines engaged in
business or practice of profession within or
without the Philippines and any alien indi-
vidual engaged in business or practice of pro-
fession within the Philippines, shall file an
income tax return, regardless of the amount

of gross income.

Regardless of the amount of income, the fol-
lowing individuals shall not also be required
to file an income tax return:

{i) 1Individuals whose income consistis
solely of 1nbereqb, prizes, winnings, royalties,
dividends, share of an individual person in a
partnership re;erred to under Section 21f{c):

(ii}) Alien employees of regional or erea

headquarta“s of nmultinational cornorations witih
espect to income referred to under Section 22{c);

{iii) Liliens employed by offshores hanliing
units with respect to income under Seciion oo}

(iv} Alien employees of service coniraciors
and subcontraciorg enzaged in peirglsum oxrnlo-
ration in the Philippines with respect to incoms
referred to undesr Section 22{e)}; and

?

v



38 -

{v) ©Other individuals not required to
file an income tax return, pursuant to other
provisions of this Code and other laws, general
or special.

(3) he income tax return shall be filed in duplicate
and shall set forth specifically the gross amount of income
from all sources, except that of nonresident aliens en-
gaged in trade or business in the Philippines which shall

contain only such income derived from sources within the
Philippines. '

(b) Where to file. - Except in cases where the Com-
missioner of Internal Revenue otherwise permits, the return
shall be filed with the Revenue District Officer, Collec-
tion Agent, or duly authorized Treasurer of the Munici-
pality in which such person has his legal residence or
principal place of business in the Philippines, or if there
be no legal residence or place of business in the Philippines
then with the Office of the Commissioner of Internal Revenue.

(¢) VWhen to file. - (1) The return of any individual
specified above shall be filed on or before the fifteenth
day of April of each year covering income for the preceding
taxable year. :

(2) Individuals subject to tax on capital gains:

(i) From the sale or exchange of shares
of stock not traded thru a local stock exchange
as prescribed under Section 21(d)(1l) shall file
a return within thirty days after each transac-
tion and a final consolidated return on or be-
fore April 15 of each year covering all stock
transactions of the preceding taxable year.

(ii) Trom the sale or dispostion of real
property under Section 21{(e) shall file a re-
turn within thirty days following each sale or
other disposition.

(d) Iusband and Wife. - In the case of married persons,
whether citizens, resident or nonresident aliens, only one
return for the taxable year shall be filed by either spouse
to cover the income of both spouses, but where it is im-
practicable for the spouses to file one return, each spouse

s
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may file a separate return of income but the returns so
filed shall be consolidated by the Bureau for purposes
of verification.

(e) EReturn of parent to include income of children.
The income of unmarried minors derived from property re-
ceived from a living parent shall be included in the re-
turn of the parent, except (1) when the gift tax has been
paid on such property, or (2) when the transfer of such
property is exempt from gift tax.

(f) Persons under disability. - If the taxpayer is
unable to make his own return, the return may be made by
his duly authorized agent or representative or by the
guardian or other person charged with the care of his
person or property, the principal and his representative
or guardian assuming the responsibility of making the
return and incurring penalties provided for erroneous,
false or fraudulent returns.

(g) Signature presumed correct. — The fact that an
individual's name is signed to a filed return shall be
prima facie evidence for all purposes that the return was
actually signed by him."

SECTION 17. Section 46 of the National Internal Revenue
Code, as amended, is hereby further amended to read as follows:

"Section 46. Corporation returns. - (a) :lequirements.
Every corporation, subject to the tax herein imposed, eX-
cept foreign corporations not engaged in trade or business
in the Philippines shall render, in duplicate, a true and

ccurate quarterly income tax return and final or adjusti-
ment return accordance with the provisions of Chapter
I of this
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e. Thue return shall be filed by the presi-
ent, o ident or other principal officer, and shall
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(c¢) Return of corporation contemplating dissolution. -
Lvery corporation shall within thirty cdays atter the adop-
tion by the corporation of a resolution or plan for the
dissolution of the corporation or for the liquidation of the
whole or any part of its capital stock, including corpora-
tions which have been notified of’pos51ble 1nvoluntary
dissolution by the Securities and Exchange Commission,
render a correct return to the Commissioner of Internal
Revenue, verified under oath, setting forth the terms of
such resolu+1on or plan and such other information as the
Minister of I"inance shall, by regulations, prescribe. The
dissolving corporation prlor to the issuance of the Certi-
ficate of Dissolution by the Securities and Exchange Com--
niission shall secure a certificate of tax clearance {rom
the 3Sureau of Internal Devenue which certificate shall be s
mitted to the Securities and Exchange Commission.

$a.

(d) Return on capital zains realized from sale of
shares of stocks. - kvery corporation deriving capital gains
from the sale or exchange of shares of stock not traded thru
a local stock exchange as prescribed under Sections 24(e)
(2)(1), 20(a)(6)(C)(1) and 25(b)(5)(C)(1i), shall file a re-
turn within thirty days after each transaction and a final
consolidated return of all transactions during the taxable
year on or before the fifteenth day of the fourth month
following the close of the taxable year."

SECTION 18. Section 50 of the National Internal flevenue
Code, as amended, is hereby further amended to read as follows:

"Section 50. Pavment and assessment of income tax
for individuals and corporations.

{a) Pavment of tax. - (1) In reneral. - The total
amount of tax imposed by this Title shall be paid by the
person subject thereto at the time the return is filed.
in the case of tramp vessels, the shipping agents and/or
the husbanding agents, and in their absence, the captains
thereof! are required to file the return herein provided
ané pay the tax due thereon before their departure. Upon
failure of the said agents or captains to file the return
and pay the tax, the Bureau of Customs is hereby author-
ized to hold the vessel and prevent its departure until
proof of payment of the tax is presented or a sufficient
bond is filed to answer for the tax due-
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(2) 1Instaliment payment. - When the tax due is in
excess of P2,000, the taxpayer other than a corporation
may elect to pay the tax in 2 equal installments in which
case, the first installment shall be paid at the time the
return is filed and the second installment, on or before
July 15 following the close of the calendar year. If
any installment is not paid on or before the date . fixed
for its payment, the whole amount of the tax unpaid be-
comes due and payable, together with the deliquency
penalties. )

_ (3) Installment payment for nonresident citizens. -
When the tax due from a nonresident citizen is in excess

of U.S.5200, the taxpayer may elect to pay the tax in 2
equal installments in which case, the first installment
shall be paid at the time the return is filed and the

second installment, on or before July 15 following the close
of the calendar year. If any installment is not paid on

or before the date fixed for its payment the whole amount of
the tax unpaid becomes due and payable together with the de-
linquency penalties.

(4) Payment of capital gains tax. - The total amount
of tax imposed and prescriped under section 21(d)(1),
21(e), 24(e)(2)(4), 25(a)(6)(C)(i), and 25(b)(5)(C)(1)
shall be paid on the date the return prescribed therefor
is filed by the person liable thereto: Provided, That if
the seller submits proof of his intention to avail himself
of the benefit of exemption of capital gains under existing
special laws, no such payments shall be required:  Provided,
further, That in case of failure to qualify for exemption
under such special laws and implementing rules, the tax
due on the gains realized from the original transaction
shall immediately become due and payable, and subject to
the penalties prescribed under applicable provisions of
this Code: and Provided, finally, Thal if the seller,
having paid the Iax,submits such proof of intent within
months from the registration of th T
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In casc the taxpayer elects and is quelified to report:
the zain by insiallments under Section 43 of this Code, the
tax due from each installment payment shall be paid within
ST days from the reccipt of such paymentis.
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iess the Commissioner of Internal Revenue or his duly

authorized representative has certified that such trans-
fer has been reported and the tax hercin imposed, if any,
has been paid. -

(b) Assessment and nayment of deficiency tax. - After
the return is filed, the Commissioner of Internal ;ievenue
shall examine it and assess the<¢ correct amount of the tax.
The tax or deficiency income tax so discovered shall be
paid upon notice and demand from the Commissioner.

As used in this Chapter in respect of a tax imposed
by this title, the term 'deficiency' means:

(1) The amount by which the tax imposed by this Title
exceeds the amount shown as the tax by the taxnayer upon
his return; but the amount so shown on the return shall
first be 1nc”eased by the amounts previously assessed (or
collected without assessment) as a def1c1°n"V, an¢ decreased
by the amount g-e"lous1v abated, credited, returned, or
ctherwise repaid in respect of such tax; or

{(2) If nc amount is shown as the Lax by thae taxnys
apon his return, or if no return is nmade by the taxpal
then the amount by which ithe tax excesds the amounis -
viougly assessed or ccllected without asssssrment) as
Ceficioney; but such amounts rrevisusly assessed or ¢o
lectzd without assessment shall first he dzscreased By
emgunts rreviously abated, creditedz recurned, or othe
wise rzpaid in respect of such tax.'

SECTICN 18. Section 51 of the liational Intermal Jevenue
Sode, as amended, is hereby further amended to reacd as follows:

"Section 51. VWithioldings of tax at source

laj} iVithhelding of final X on cersteain incomes. -

The tax imposed or nrescrivec by Seciions 2L{c,, 21(&}(2};
A T R I LI A NS I S P P S NI L
ond 25la)(4),1a)88), (a)(63(ay, (a)(6)(3y, a(6)(2){ii),
229820y ARN2, (B)(5), (B)(4), (b)(5)(A), (B)(5)(B),
\D)&U/&«)(ll) of this Code on specified items of income ghall
be withheld by pavor—corporat on and/or person and paid in
tle same manner and subject to the same conditions as pro-
vided in Section 32 of the Kational Internal .levenue Code,

as amended. .

/7
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(b) Withholding of creditable tax at source. - The
Minister of Finance may upon the recommendation of the
Commissioner of Internal Revenue, require also the with-
holding of a tax on the items of income payable to persons
(natural or juridical) residing in the Philippines by
payor-corporation/persons as provided for by law at the
rate of not less than 2-1/2% but not more than 35% thereof
which shall be credited against the income tax liability
of the taxpayer for the taxable year.

(¢) Tax-free covenant bonds. - In any case where
bonds, mortgages, deeds of trust, or other similar obliga-
tions of domestic or resident foreign corporations, contain
a contract or provision by which the obligor agrees to nay
any portion of the tax imposed in this Title upon the
obligee or to reimburse the obligee for any portion of the
tax or to pay the interest without deduction for any tax
which the obligor may be required or permitted to pay
thereon or to retain therefrom under any law of the
Philippines, or any state or country, the obligor shall
deduct and withhold a tax equal to 30% of the interest or
other payments upon those bonds, mortgages, deeds of trust,
or other obligations, whether the interest or other payments
are payable annually or at shorter or longer periods, and
whether the bonds, securities or .obligations had been or
will be issued or marketed, and the interest or other pay-
ment thereon paid, within or without the Philippines, if
the interest or other payment is payable to a nonresident
alien or to a citizen or resident of the Philippines."

SECTION 20. Section 56 of the National Internal Ievenue
Code, as amended, is hereby further amended to read as follows:

"Section 56. Exemption allowed to estates and trusts.-
ror the purpose of the tax provided for in tois i1tle, there
shall be allowed an exemption of #6,000 from the income of
the estate or trust."

SECTION 21. Sections 61 to 69 of the National Interneal
ievenue Code, as amended, are hereby repealed.

SECTION 22. Section 82, paragraphs (a) and (c)}{2} of the
National Internal Revenue Code, as amended, is nereby further
amended to read as follows:

"(a) iReguirement of withholding. - Lvery employer

making payment of wages shall deduct and withheold upon

e



etermlned in accordance w1th regu al

tions to be prepared and promulgated by the Minister
of Finance."

"(2) Employees. - The amount deducted and withheld
under this Chapter during any calendar year shall be
allowed as a credit to the recipient of such income
against the tax 1mposed under Section 21(a) of this Title.
Refunds and credits in cases of excessive withholding
shall be granted under rules and regulations promulgated
by the Minister of Finance.

Any excess of the taxes withheld over the tax due from
the taxpayer shall be returned or credited within three
months from the fifteenth day of April. Refunds or credits
made after such time shall earn interest at the rate of six
per cent (6%) per annum starting after the lapse of the
three-month period to the date the refund or credit is made.

Refunds shall be made upon warrants drawn by the Com-
missioner of Internal Revenue or by his duly authorized
representative without the necessity of counter-signature
by the Chairman, Commission on Audit or the latter's duly
authorized representatives as an exception to the require-

ment: prescrlbed by Section 621 of the levised Administrative
Code."

SECTION 23. Section 103 of the National Internal Eevenue

Code, as amended, is hereby further amended to read as follows:

"Section 103. Transfer for less than adeguate and
full consideration. - Where property, other than real
Uroyertj referred to in Section a;(e), is transferred for
less than an adequate and full consideration in money o“
money's worth, then the amount by which the fair market
value of the property exceeded the value of the considera-
tion shall, for the purpose of the tax imposed by this
Chapter, be deemed a gift, and shall be included in con-
putin§ the amount of gifts made during the calendar
vear.

SEZCTION 24. The phrase "net income" and "net taxable

income” a:)pearlnrr in any provisions of Title II of the National
*nterﬁal slevenue Code, as amended, is hereby changed to "taxable
income"

SIECTION 25. The Section 30 of the National Internal ZRevenue

Code, as amended, which reads as follows:
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"Section 50. Verification of keturn. - The
income tax return shall contain a declaration that
the taxpayer or his authorized representative made
it under the penalties of perjury.”

is hereby deleted, the same being covered by Section 301 of
this Code. ' '

SECTION 26. The Commissioner of Internal Revenue shall re-
number sequentially, codify and consolidate all internal revenue
laws embodied in the present National Internal Revenue Code, as
amended by various Executive Orders, including this Executive

Order, and other pertinent issuances, and to cause the publi-
cation thereof. '

SECTION 27. All laws, orders, issuances, rules and regu-
jations or any part thereof inconsistent with this Executive
Order are hereby repealed or modified accordingly.

SECTION 28. Effectivity. — The provisions of Sections
21(c), 24(e)(1), 24(e)( 1y, 25(a)(6)(A), 25(a)(6)(D) and Section
103 of the National Internal Revenue Code, as amended by this
Executive Order, shall take effect on August 1, 1986. The other
provisions of the National Internal Revenue Code, as amended by
this Executive Order, shall take effect beginning with the
calendar year 1986, except that in the case of corporations
filing their income tax returns on a fiscal year basis, the

same shall take effect on fiscal years beginning on or after
July 1, 1986.

Done in the City of Manila, this 3lst day of July
in the year of Our Lord, nineteen hundred and eighty-six.

CoRAZON E?é ' A%%TIT\TO
President of the Philippines

By the President

OKER ¥, “ARROYO
Pkecutive Secretary



