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EXECUTIVE ORDER Na._273

ADOPTING A VALUE-ADDED TAX, AMENDING FOR THIS PURPOSE
CERTAIN PROVISIONS OF THE NATIONAL INTERNAL REVENUE CODE AND
FOR QTHER PURPASES.

WHEREAS, there is a need to rationalize the present
system -of taxing goads and services by imposing &
multi-stage value—added tax to replace the tax on original
and subsequent sales tax and percentage tax on certain ser-—
vices: , -
WHEREAS, the adoptiorn of the value—added tax is one of
the structural reforms provided in the 1988 Tax Reform Pro-
gram which Is designed to simplify tax administration and
make the tax system more equitable; and
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WHEREAS, It 1s also necessary to amend, revise and
rerumber the provisions of the National- Internal Revenue Code
and  to transfer the collection of certain taxes as & conse—
quence ef this and previous amendments in order to
strengthen and improve tax domlnlﬁfratJOH and facilitate com=
pliance thereof.

N,  THEREFORE, I, CORAZON C. AGUING, Presi a’ent 'bf the
u“?lppAnec do hereby order:

SECTIOoN 1. The provisions of Title IV governing ex—
cise taxes are herebyv transferred to Title VI and replaced
with new provisions imposing a value—added tax to read as
follows:

"TITLE IV. VALUE-ADDED TAX
"Chapter 1. Imposition of Tax

"SEC. 99. Persons liable. ~ Any person who; in the
course of trade or business, sells, barters or exchanges
goods, renders services, or engagas in similar transactions
and any person who imports goods shall be subject to thg
value- ddded th (VAT) 1mpospd in Sectlons 100 to 102 of this
Code. Bt . . R

“SEC. 100. Value—added tax on sale of goods- — (a) Rate
and base of tax. :~.There shall be levied, ‘assessed and col-
lected on every . cale, barter Orf;exchdnge’<of goods, a
leue—ddd“d tax. equ1leent to- '10% of the gross selling. price
or groqs value 1n money of the goods sold ’bartered or - ex—
changed,- ' : b > ' transferor-
Prov1ded That thegFol'
qhdll ba SubJELt to Uz-




"(1) export sales; and

“(2) sales to persons or entities whose exemption under
special laws or international agreements to which the Philip-
pines is a signatory effectively subjects such sales to zero
rate. ‘

“‘Export sales’® means the sale and shipment or exporta-
tion of goods from the Philippines to a foreign country, 1ir-—
respective of any shipping arrangement that may be agreed
upon which may influence or determine the transfer of ownsr—
ship of.:the " goods so exported, or foreign currency de-—
nominated sales. ‘Foreign currency denominated sales’ means
sales to nonresidents of goods assembled or manufactured in
the Philippines, for delivery to residents in the Philippines
and paid for in convertible foreign currency remitted through
the banking system in the Philippines.

“{b) Transactions deemed sale. - The following transac-—
tions shall be deemed sale;

"(1)Y Transfer, use, or consumption rnot in the course of
business of goods originally intended for sale or for . use
in the course of business. .

(2 Distribution or transfer to-

(A) shareholders or investors as share i the
profits of the VAT-registered person or

(B) creditors in payment of debt

. "(3) Consignment of goods if actual sale is not made
within &0 davs following the -date such goods were consigned.

"(4) Retirement from or cessation of business, with re-
spect to inventories of taxable goodq existing as of .such re-—-
tirement or cessation.

“(c) Changes in _or cessation of status of a
VAT-registered person. - The tax imposed in paragraph -(a) of
this Section shall also apply to goods disposed of or exist-
ing’ as.of a certain date if under circumstances to be pre-—
scribed in Regulations to be promulgated by the Secretary of
Finance, the status of a person as a VAT-registered person
changes. or is terminated.

. - "(d) Determination of the tax. - (1) Tax billed as a
separate item in the invoice. - If the tax is billed as a
separate ‘item in the -invoice, -~ the tax shall be based on the
gross selling price, excluding the tax. ‘Gross selling

price’ ‘s means the total - amount of money or its equivalent
whlch the purchaser pays or: 1s cbligated to pay to the seller



in consideration of the sale, barter or exchange of the
goods, excluding the value-added tax. The excise tax, if
any, on such goods shall form part of the gross selling
price.

“(2) Tax not billed separately or is billed erroneously
in the invoice. ~ 1In case the tax is not billed separately
or is billed erroneously in the invoice, the tax shall be de-—
termined by multiplying the gross selling price, including
the amount intended by the seller to cover the tax or the tax
billed errondously, by the factor 1/11 or such factor as may
be prescribed by regulations in case of persons partially ex—
empt under special laws.

"(o) Sales returns, allowances and sales discounts. -
The wvalue of goods sold and subsequently returned or for
which allowances were granted by a VAT-registered person may
be deducted from the gross sales or receipts for the guarter
in which a refund is made or a credit memorandum or refund is
issued. Sales discounts granted and indicated in the invoice
at the time of sale may be excluded from the gross sales
within the same quarter.

"(4) Authority of the Commissioner to determine the ap-—
propriate tax base. - The Commissioner shall, by regula—
tions, determine the appropriate t&x base in cases where a
transaction is deemed a sale, barter or exchange of goods un-
der paragraph (b) hereof, or where the gross selling price is
unreasonably lower than the actual market value .

: .

“SEC. 101. Value—added tax on_ importation of goods. -
(a) In _general. - There shall be levied, assessed and col-
lected on every importation of goods a value—added tax
equivalent to 10% based on the total value used by the Bureau
of Customs in determlnlng tariff and customs duties, plus
customs duties, excise taxes, if any, and other charges, such
tax  to be paid by the importer prior to the release of such
goods from customs custody: Provided, That where the customs
duties are determined on the basis of the quantlty or volume
of the goods, the value-added tax shall be  based on the
landed cost plus excise taxes, if any. T .
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"(b) Transfer of goods by tax—exempt persons. - In the
case of tax—free importation of goods into the Phlllpplnes
by persons, entities, ot agencies exempt from tax where such
goods are subsequently sold, transferred or exchanged in the
Philippines to non—exempt persons or entities; . the  purchas-
ers transferees or recipients shall be considered the im=
porters thereof who | shall be lldble for any 1nternal revenue
tax on - such 1mportat10n- ~The tax’ due on - such 1mport1tlonf
shall constltute a. llen on the goods superlor ~to all ‘charges
or llEﬂS 0N ‘the goods, 1rrespect1ve of the possessor thereof.
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“SEC. 102. Value—added tax on _sale of services. - (a)
Rate and base of tax. — There shall be levied, assessed and
collected, a value-added tax egquivalent to 10% percent of
gross receipts derived by any person engaged in the sale of
services. The phrase ‘sale of services’ means the perfor-
mance of all kinds of services for others for a fee, remu-—
neration or considecg;iaﬁleincluding those performed or ren-—
dered by constructidn and service contractors; stock, real
estate, commercial, customs and immigration brokers; lessors
of persorial property; lessors or distributors of cinemato-
graphic films; persons engaged in milling, processing,
manufacturing or repacking goods for others; and similar ser-
vices, regardless of whether or not the performance thereof
calls for the exercise or use of the physical or mental fac-—
ulties: Provided, That the following services performed in
the Phlllppln“” by VAT-registered persons shall be subject to
0%-

v

"(1) Processing, manufacturing or repacking goods for
other persons doing business outside the Philippines which
goods are subsequently exported, where the services are paid
for in acceptable foreign currency, inwardly remitted to the
Philippines and accounted for in accordance with the rules
and regulations of the Central Bank of the Philippines.

{2} Services other than those mentioned in the p;eced—
ing sub-paragraph, the consideration for which is paid for in
acceptable foreign currency which is remitted inwardly to the
Philippines and accounted for in accordance with the rules
and regulations of the Central Bank of the Philippines.

"{3) Services rendered to persons or entities whose ex-
emption under special laws or international agreements to
which the Philippines is a signatory effectlvely subjects the
supply of such services to zero rate.

"‘Gross receipts’ means the total amount of money or its
equivalent representing the contract price, compensation or
service fee, including the amount charged for materials sup-
plied with: the services and deposits or advance payments ac—
tually or constructively received during the taxable guarter
for the services performed or to be performed for another
person, excluding value-added tax. - '

“(b) Determination of the tax. - (1) Tax billed as a
separate item in the invoice. - If the tax is billed as a
separate item in the invoice, the tax Qhall be based on JEQE

gross receipts, excluding the tax. oy, _ LT
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"(2) Tax not billed separately or is billed errone-
ously in the invoice. - If the tax is not billed separately
or is billed erroneoquy in the invoice, the tax shall be de-
termined by multiplying the gross receipts (including ‘the
amount intended to cover the tax or the tax billed errone-
ously) by 1/11.

"SEC. 103. Exempt Transactions. The following shall
be exempt from the value-added tax:

"(a) Sale of nonfood agricultural, marine and forest
prOdUCtS;iﬂ their original state by the primary producer or
the ownetr of the land where the same are produced.

“{b) Sale or importation in their original state of
agricultural and marine food products; livestock and poultry
of a kind generally used as, or vielding or producing food
for human consumption; and breeding stock dﬂd genetic materi-
als therefor.

“Products classified under this paragraph and paragraph
(a)’ shall be considered in their original state even if they
have undergone the simple processes of preparation or preser—
vation for the market, such as freezing, dryving, salting,
smoking or stripping. Polished and/or husked rice, corn
grits and raw cane sugar shall be considered 'in their
original state for purposes of this paragraph.

)

~“(c) sSale or importation of fertilizers, pesticides and
herbicides; chemicals for the formulation of pesticides;
seeds, seedlings and fingerlings: fish, animal and poultry
feeds; and sovya bean and fish meals; .

"(d) sSale or importation of petroleum products (except
lubricating cil, processed gas, grease, wax and petrolatum)
subject to excise tax imposed under Title VI; :

“(e) Sale or importation of raw materials to be used by
the buyer or importer himself in the manufacture of petroleum
products (except lubricating oil and grease) subject to ex-—
cise tax; ‘ .

“(F) Printing, publication, importation or sale of
books and any newspaper, magazine, review, or bulletin which
appears at regular intervals with fixed prices for subscrip-
tion and sale and which is not devoted pr1nc1pally to the
publlCdtlon of advertlsements; L -

‘~.' N CovEL N
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"(g) Importatlon of passenger and/or cargo vessel of
more than-‘ ten‘»thousand tons, whether ‘coastwise = or
ocsan—going, 1nclud1ng ‘engine and spare ‘parts of said. vessel,
to be used by the lmporter hlmself as operator thereof—
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“"(h) Importation of personal and household effects be-
longing to residents of the Philippines returning from abroad
and non—-resident citizens coming to resettle in the Philip-—
pines: Provided, Fhat such goods are exempt from customs duty
under the Tariff and Customs Code of the Philippines;

“"(i) Importation of professional instruments and imple—
ments, wearing apparel, domestic animals, and personal house-
hold effects (except any vehicle, vessel, aircraft, machin-
ery, other goods for use in manufacture and merchandise _of
any kind in commercial quantity) belonging to persons coming
to settle for the first time in the Philippines, for their
own use and not for sale, barter or exchange, accompanying
such persons, oF arriving within ninety days before or after
their arrival, upon the production of evidence satisfactory
to the Commissioner of Internal Revernue, that such persons
are actually coming to settle in the Philippines and that the
change of residence is bona fide;

“(j) Services rendered by persons subject to percentage
tax under Title V;

" (k) Services by agricultural contract growers and
milling for others of palay into rice, corn 1into grits and
sugar cane into raw sugar;

Medical, dental, hospital and veterinary services;

“(m) Educational services rendered.by private educa-
tional institutions, duly accredited by the Department of
Education ffulture and Sports, and those rendered by govern-—
ment educational institutions; ‘ .

"{n) Sale by the artist himself of his works of art,
literary works, musical compositions and similar creations,
or his services performed for the production of such works;

"(o) Services performed as actors or actresses, tal-
ents, singers and emcees; radio and television broadcasters,
choreographers; musical, radio, movie, television and stage
directors; E

Services performed as professional athletes;
Leasing of real property;
"(r) Services performed in the exercise of profession
or calling (except.customs brokers) subject to the occupation

tax under.the Local Tax Code, . and professional services per—
formed by registered general professional partnerships;



“(s) Services rendered by individuals ‘pursuant to an
employer—employee relationship;

“(t) Services rendered by regional or area headquarters
established in the Philippines by multinational corporations
which act as supervisory, communications and coordinating
centers for their affiliates, subsidiaries or branches in the
Asia—Pacific Region and do not earn or derive income from the
Philippines;

m

"{u) Transactions which are exempt under special law
or international agreements to which the Philippines is
signatoiry;

o

“"(v Export sales by persons who are not VAT-registered;
and

"(w) ' Sales and/or services performed by persons other
than those mentioned in the preceding paragraphs whose annual
gross sales and/or receipts do not exceed the amount pre-
scribed in regulations to be promulgated by the Secretary of
Finance which shall not be less than P100,000 or higher than
P500,000.

“SEC. 104. Tax Credits. - (a) Creditable input tax.
Ary input tax on the

(1 purchase or importation of goods:

for sale or for conversion into or intended to
form part of a finished product®for sale or for
use in the course of business; or

(B) for use as supplies in the course of business;
or

C) for use as materials supplied in the sale of
service; or .

for use in trade or business for which
deduction for depreciation” is allowed under
Section 29(f) of this Code;

and
(2) service performed by a . VAT- reglstered perst
shall be credited against the output tax. payable by . the
VAT-registered person:  Provided, That in the case of domes—

tic purchase of goods or services, the 1nv01ce or recelpt was
issued therefor by a VAT—reglstered person 1n a manner ‘pre—
scribed in Section 108. : 2 S .

L1
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“A VAT- registered person who is also engaged in transactions not
subject to the value-added tax shall be allowed tax credit as follows:

“(A). Total input tax which can be directly attr1buted
to transactions subject to value-added tax; and

“{B) A ratable portion of any input tax which cannot be
directly attributed to either activity.

! Input tax' means the value-added tax paid by a VAT-registered person
in the course of his trade or business on importation of goods or local
purchases of goods or services from a VAT- reg1stered person. It shall aliso
include the transitional input tax determined in accordance with Section
105 of this Code and other transitional input taxes as prescrlbed by regqu-
lations.

"In case tax exempt products of a pioneer enterprise registered with
the BOI as of August1,1986 are sold domestically to Value-added tax regis-
tered person, the value-added tax otherwise due on such products shall also
be considered as input tax creditable against his output tax payable.

“The term ‘output tax' means the value-added tax due on the sale of
taxable goods or services by any person registered or requ1red to register
under Section 107 of this Code.

“(b) Excess output or input tax. - If at the end of any taxable
quarter the output tax exceeds the input tax, the excess shall be paid by
the VAT-registered person. If the input tax exceeds the output tax, the
excess shall be carried over to the succeeding quarter or quarters. Any
input tax attributable to the purchase of capital goods or to zero-rated
sales by a VAT-registered person may at his option be refunded or credited
against other intermal. revenue taxes, subject to the provisions of Sec 106.

"SE” 105 Transitional input tax cred1ts - A person who becomes
liable to value-added tax or any person who elects to be a VAT-registered
person shall, subject to the filing of an inventory as prescribed by regula-
tions, be allowed input tax on his beginning inventory of goods, materials
and supplies equivalent to 8% of the value of such inventory or the actual
value-added tax paid on such goods, materials and supp]1es, whichever is
h1gher wh1ch 'shall be creditable against the output tax. <

"SEC“‘]OG " Refunds or tax credits of 1nput tax :- (a) Export Sales. }
An exporter ho.. jis-a VAT- -registered person may, within two years from the -~
date of: exportat1on, app]y for the- issuance of a_tax credit certificate Qﬁi}
or refund of the nput’ tax attributable_to the goods exported to the extent

w

that such 1nput Lax: ‘has not been app11ed to “output tax and upon presenta- :’
tion of proof that. the_fore1gn_exchange proceeds. has: been accounted foni1n’

¥
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“(b) Zero-rated or effectively zero—-rated sales. - Any
person, except those covered by paragraph (a) above, whose
sales are zero-rated or are effectively zero-rated may ,
within two vyears after the close of the quarter when such
sales were made, apply for the issuance of a tax credit cer-—
tificate or refund of the input taxes attributable to such
sales to the extent that such input tax has not been applied
against .output tax.

“(chCapital goods. - A VAT-registered person may apply
for the issuance of a tax credit certificate or refund of rn—
put taxes .paid on capital goods imported or locally pLr -
chased, to the extent that such input taxes have not been ap-—
plied against output taxes. The application for refund may be
made only after the expiration of 2 succeeding quarters fol-
lowing the quarter in which the importation or local pLr—
chase was made: Provided, That a VAT-registered person who
is Just commencing business may apply for refund of input
taxes under this paragraph not earlier than 130 davys from the
date of registration or actual start of business operations,
whichever comes later: Provided, however, That the applica-
tion is filed not later than 2 years from the dates herein
prescribed.. '

"(d) . Cancellation of VAT registration.. - A person
whose registration has been cancelled due to retirement from
ot cessation of business, or due to chianges in or cessation
of status under Section 100(c) of this Code may, within 2
vears from the date of cancellation, apply for the issuance
of a tax credit certificate for any. unused input tax which
he may use in payment of his other internal revenue taxes.

"(e) Period within which refund of input taxes may be
made by the Commissioner. - The Commissioner shall refund in-
put taxes within &0 days from the date the application for
refund was filed with him or his duly authorized representa-
tive. No refund of input taxes shall be allowed unless the
VAT-registered person files an application for refund
within the period prescribed in paragraphs (a), (b) and (c),
as the case may be. Cot

"(f) Manner of giving refund. - Refunds shall be made
upon warrants drawn by the Commissioner or by his duly autho-—
rized representative without the necessity of being
counter-signed by the Chairman, Commission on Audit, the pro-—
visions of the Revised Administrative Code to the contrary
notwithstanding: Provided, That refunds under this paragraph
shall be subject to post audit by the Commission on Audit.




"Chapter 2. Compliance Requirements

"SEC. 107. Registration of value—added taxpayers. -
(a) In_general. - Any person subject to a value—-added tax
under Sections 100 and 102 of this Code shall register with
the appropriate Revenue District Officer. A person who main-
tains a head or main office and branches in different places
shall register with the revenue district office which has ju-
risdiction owver the place where the main or head office is
located. -

“(b) .:Persons commencing a business. -~ Any person who
expects "to realize gross sales or receipts subject to
value-added tax in excess of the amount prescribed by the
Secretary of Finance for the next 12-month period from the
commencement of the business shall, within 30 days before the
start of the said business, register with the Revernwue Dis-
trict Officer who has jurisdiction over his principal place
of business.

."{c) Persons becoming liable to value—added tax. - Any
person whoseé gross sales or receipts in any 12-month period
exceeds the amount prescribed by regulations for exemption
from value-added tax shall register within 30 days after the
end of the last month of that period, and shall be liable to
the wvalue-added tax commencing from the first day of the
mornth following his registration.

B )

“(d) Optional registration of exempt person. - Any per-—

son whose transactions are exempt from value-added tax under

Section 103 (a), (b), (c), (f), and (w) of this Code, may ap-

ply for registration as a VAT-registered person not later
than 10 days before the beginning of a taxable quarter.

"A. VAT-registered person who is, at the same time, en-
gaged in activities exempted under Section 103¢a), (b), (c),
and (f) of this Code may register any or all of his exempt
activities within the same period provided for in this para-
graph . S ‘ a '

"In any case,. the Commissioner may, for administrative

reasodé}gdéhyjany,apﬁlicatiqq;for;régistfatibn,.

_~'For'purposes’ofi. this Title, any person registered in .
accordance with. the'provisions of this section shall be re-.
ferred toas-a -“va registered person’: Each’ VAT-registered .. -

' "”iShéll_ibezéssigﬁédfonl?;pne?régiStt S

o

ation number .
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= 'The registratiof;k,
o.be’ liable to the value-added .. 2%
CommisSioner’updn filing of ‘an’ag-
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opted to be registered under pakégraph (d) of this section
may, under regulations of the Secretary of Finance, apply for
cancellation of such registratiorn .

"SEC. |, 108. ~ Invoicing and accounting requirements for
VAT-registered persons. — (a) Invoicing regquirements. - A
VAT-registered person shall, for every sale, issue an invoice
or receipt. In addition to the information required under
Section 23%, the following information shall be indicated in
the invoice or receipt:

(1 The VAT registration number .

"(2) If the seller bills the tax as a separate item in
the invoice:

the amount of g?oss selling price or gross re-—
ceipts on which the value—added tax is based;
the amount of value-added tax determined-: by
multiplying the amount of gross selling
price or gross receipts by the rate of tax:
and ‘

the sum of (i) the gross selling price or
gross receipts arid (ii) the value-added' tax
which the purchaser pays or is obligated to
pay to the vendor. '

"(3) If the seller elects not to bill the tax as a
separate item in the invoice or receipt, the total amount
charged against the buyer.

"(b)  Accounting requirements. - Notwithstanding the
provisions of Section 233, all persons subject to the
value~added tax under Sections 100 and 102 shall, in addition
to the regular accounting records required, maintain a sub-—
sidiary sales journal and subsidiary purchase journal on
which the daily sales and purchases are recorded. The sub-
sidiary journals shall contain such information as may be re-—
quired by the Secretary of Finance. ’ .

"SEC. 109. MNotification regquirements. — (a) Chanae of
place of business. - It shall be the. duty of every
VAT-registered person to file a notice of ¢hange of his
principal place of business or any of his branches or of-
fices. Such notification shall be filed within 15 days from
the date of such change with the Reveriue District Officers
who have jurisdiction’of his former and new place of busi-
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“(b) Other changes. - Any person tregistered in accor-.
dance with Section 107 shall notify the Revenue District oOf-
ficer of the change or termination of his status .as a
VAT-registered person. : ’

"SEC. 110. Return and payment of value—added tax. — (a)
where to file the return and pay the tax. — Every person sub-—
ject to value—added tax shall file a quarterly return of his
gross sales or receipts and pay the tax due thereon to a bank
duly actyredited by the Commissioner located in the revenue
district where such person is registered or required to be
registered. - - However, in cases where there are no duly ac-
credited agent banks within the city or municipality, the re-
turn shall be filed and any amount due shall be paid to any
duly accredited barnk within the district, or to the Revenue
District Officer, Collection Agent or duly authorized Trea-
surer of the city or municipality where such taxpaver has his
principal ‘place of business. Only one consolidated return
shall be filed by the taxpaver for all the branches and lines
of business subject to value—added tax. If no tax is pavable
because the amount of input tax and any amount authorized  to
be offset against the output tax is equal to or is in excess
of the output tax due on the return, the taxpaver shall file

the return with the Revenue District oOfficer, Collection

Agent or authorized municipal treasurer where the taxpaver’s

principal place of business is located. +.
“{b) Time for filing of return and payment of tax. - The

return shall be filed and the tax paid within 20 days follow-—
ing the end of each guarter specifically prescribed for a
VAT-registered person under regulations to be promulgated by
the Secretary of Finance: Provided, however, That any per-—
son whose registration is cancelled in accordance with *para-
graph (e) of Section 107 shall file a return within 20 -days
from the cancellation of such registration. :

(c) Initial returns. - The Commissioner may prescribe
an initial taxable period for any VAT-registered person 'fOﬁ
his first return, which in no case shall exceed 5 months. 7

: "SEC. | 111. Power of the Commissioner to suspend - the
business operations of a taxpayer. — The Commissioner or-his
authorized representative is hereby’ empowered to squend _the
business’ operatlons .and temporarily close the business estab-
llshment of any person for any of the followxng v1olat10ns-“”‘

"(a) Inrtheicaserof a VAT- reglstered person

"(1) Fallure“to 1ssue recelpts or 1nv01ces£

“{2) Failure to file a value-addéd"t
requ1red under Sectlon 110-'



"(3) Understatement of taxable sales or re-,
ceipts by 30%Z or more of his cdorrect tax-—
able sales or vreceipt for the taxable
quar ter.

Failure of any person to reglster as required uri—
der Seqgtion 107.

“The temporary closure of the establishment shall be for
a duration of not less than five (5) days and shall be lifted
only upon compliance with whatever requlrementq prescribed by
the CommlsSLOner in the closure order.

SEC. 2. A new section, to be known as Section 112 of
the National Internal Revenue Code, is hereby provided under
Title V imposing a percentage tax on persons exempt from
value—added tax to read as follows:

"SEC.. 112. Tax_on persons exempt from value—added tax

VAT) . = Any person whose sales or receipts are exempt un-
der Sectiom 103 (w) of this Code from payment of the
value—added tax and who is not a VAT-registered person shall
pay a tax equivalent to two (2) percent of his gross quar-
terly sales or receipts. ‘

SEC 3. Section & of the Naticnal Internal Revenue Code
is hereby amended to read as follows-
) .
“"SEC. 6. Agents and deputies for collection of natiocnal
internal revenue taxes. - The following are hereby consti-
tuted agents of the Commissiorner of Internal Revenue:

The Commissioner -of Customs and his - subordinates.
with respect to the collection of national inter-
nal revenue taxes on imported goods;.

"(b) The head of the appropriate government officei:
and his’ subordlndtes with rerect to the collec—
tion’ of _energy - tax; and B

"(c Banks duly accredlted by the Commlqs1oner with re-

0 receipt of . payments of internal revenue

thorlzed to be mdde thru banks.gﬁv N

"Any - O gemployee of a duly accredlted bank sS-

fSLQned to recelve i ternal revenue ‘tax. payments. “and tranamlt
gtagr.returns or’ docum to the Bureau of Internal Revenue

) Section 16'of the;Natzanalfwlhternaln Revenue
Code_ is hereby amended to’ read’as”fblloms :




"SEC. 16. Power of the Commissioner to make assessment
and prescribe additional requ1rements for tax administration
and enforcement.

"(a) Examination of returns and determination of tax. -
After a return is filed as required under the provisions of
this Code, the Commissioner shall examine it and assess _the
correct amount of tax. The tax or deficiericy tax so assessed
shall be paid upor notice and demand from the Commissionet.
Any return, statement or declaration filed in any office au-
thorized:  to receive the same shall rniot be withdrawrn: Pro-
vided, That the same may be modified or chagged by filing an
amended return, statement or declaration.

"(b) Failure to submit required returns, statements,
reports and other documents. - When a report required by law
as a basis for the assessment of any national internal rev-—
erue  tax shall not be forthcoming within the time fixed by
law or regulation or when there is reason to believe that any
such report is false, incomplete or erroneous, the Commis-
sioner shall assess the proper tax on the best evidence ob-—
tainable.

"In -case & person fails to file a required return  or
other document at the time prescribed by law, or willfully or
otherwise files a false or fraudulent return or other
document, the Commissioner shall make or amend the yeturn
from his own knowledge and from such information as . he can
obtain through testimony or otherwise, which shall be prima
facie correct and quff1c1ent for all legal purposes.

“(c) Authority to conduct lnventory taking, surveil-—
lance _and to prescribe presumptive gross sales and receipts.
— The Commissioner may, at any time durlng the taxable vear,
order an inventory-taking of goods of any taxpayer as a basis
for determining his internal revenue tax liabilities; or may
place the business” operations of any person, naturdl or Ju-
ridical, under observation or surveillance if there is reason
to belleve that such person is not declaring his correct inTt
come, sales or receipts for internal: revenue ,tax purposes.
The flndlngs may  be used as. the delS .for_ assessing the taxes
for - the other”months or: quarters of . the. same - or- dlfferent
taxable’ yedrs and quch dssessment shall be deemed prlma facie
correct E e S E S .

en 1t 1s found that a perqonﬁhﬁs Fdlled to lsque f%e—
Car _f'qv01ces in v1olat1q_ T of
'Sectlons iog and 23 B_Qf thlS Code;,

believe ~that the -

correctly r
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receipts, income or other taxable base of other persons en-
gaged in similar businesses under similar situations or cir-
cumstances or after considering other relevant information,
may prescribe a minimum amount of such gross receipts, sales,
and taxable base, and such amount so prescribed shall be
prima facie correct for purposes of determining the internal
revenue tax liabilities of such person.

"(d) " Authority to terminate taxable period. - When it
shall come to the knowledge of the Commissioner that a tax-—
paver is retiring from any business subject to tax or interrds
to leave the Philippines, or remove his property therefrom,
or hide or conceal his property, or perform any act tending
to obstruct the proceedings for the collection of the tax for
the past or current quarter or vear, or render the same to-
tally or partly ineffective unless such proceedings are begun
immediately, the Commissioner shall declare the tax period of
such taxpayer terminated at any time and shall send the tax—
paver a notice of such decision, together With a request for
the immediate payment of the tax for the period so declared
terminated and the tax for the preceding vear or quarter, or
such portion thereof as may be unpaid, and said taxes shall
be due and pavable immediately and shall be subject to all
the penalties hereafter prescribed, 'unless paid withig the
time fixed in the demand made by the Commissioner.

"(e) Authority of the Commissioner to prescribe real
property values. - The Commissioner is hereby authorized to
divide the Philippines into different zones or areas and
shall, upon consultation with competent appraisers both from
the private and public sectors, determine the fair market
value of real properties located in each zone or area.. For
purposes of computing any internal revenue tax, the value of
the property shall be whichever is the higher of:

" (1) the fair market value as determined by the
Commissioner; or : o

- (2) the fair market.valué as ‘shown in the

schedule  of values of the Provincial and City Asses-—

sors. iy

wo "(F) o Authority“of the Commissioner to° inguire into bank
deposit "accounts.. — The Provisions’of Republic Act No.- 1405
to . the:contrary notwithstanding, the CommisSsioner'is hereby
authorized’“to inquire.into the barnk deposits of a - decedent
for thep se: of determining the gréss estate of: such decec
dent. . =& I R R e L e D L S T R e s




"In case a taxpaver offers to compromise the pavment of
his tax liabilities on the ground that his financial position
demonstrates & clear inability to pay the tax assessed, his
offer shall not be considered unless he waives his privilege
under  the said law and such waiver shall serve as authority
of the Commissioner to inquire into the bank deposits of said
taxpaver.

"(g) Authority to accredit and reqister tax agents. -
The Commissioner may require prior accreditation and regis-—
tration, based on competernce and moral fitrness, of persons
and general professional partrnerships or their representa—
tives in.the preparation and filing of required tax returns,
ftatements, repotts, memoranda, or in appearing or in filing
protests or papetrs with the Bureau for the taxpavers. For
this purpose, the Commissioner is empowered to create na-—
tional and regional accreditation boards, to designate from

among the ranks of senior officials of the Bureau, one chair-—
man and two members in each board and to issue the necessary
rules and regulations subject to the approval of the Secre-
tary of Fipance.

"(h) ‘Authority of the Commissioner to prescribe addi-—
tlonal procedural or documentary requirements. - The Commis-—

sioner may prescribe the manner of -compliance with . any
documentdry or procedural requirements in connection with the
submission or prepdratlon of financial statements accompany-
ing the tax returns.

SEC. S. Section 226 of the National Interrnal Revenue
Code is hereby renumbered and amended tc read as fbllowq-

“SEC. 122. Tax on_agents of foreign insurance compa-
nies. - Every fire, marine, or miscellaneous insurance agent
authorized under the Insurance Code to procure policies of
insurance as he may have prev1ou<ly been legally authorized
to transact on risks located in the Philippines for comparies
not authorized to transact business in the Philippines shall
pay a tax equal to twice the tax imposed in Section 121:

Provided, That the provisions of this section shall not ap=
ply to reinsurance: Provided, however, That the provisions

of this section shall not affect the right of an ouwner of
property to dpply for and obtain for himself policies in for-
eign companies in cases where said owner does not make use of
the services of any agent, company, or corpordtlonvreQ1d1ng
or doing bu<ineqs in the Philippines all cases. where
owners of property obtain insurance dlrectly with forelgn
companies, - it shall be the duty of said owners to report - to
the Insurance Commisioner dnd to-the Commissioner of Interndl
Revenue each case where 1nsurance has been so effected, ‘anc
shall pay the tax of five per.cent on premiums pald in the
manner required by.Section 121."
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SEC. & Section 1682 of the National Internal Reveriue
Code is hereby renumbered and amended to read as follotus-

"SEC. 125.  Returns and pavment of percentage taxes. -
(a) Return of gross sales, receipts or earnings and  payment
of tax. - )

"(1) Persons liable to pay percentage taxes. -  Every
person subject to the percentage taxes imposed under this
Title shall * file a quarterly return of the amount of his
gross sales, receipts or earnings and pay the tax due thereon
within 20 days. after the end of each taxable quarter. Pro-
vided, +That in the case of a person whose VAT registration
is cancelled and who becomes liable to the tax imposed in
Section 112 of this Code, the tax shall accrue from the date
of.cancellation and shall be paid in accorddnce wlth the pro—
visions of this Section.

“(2) Person retiring from business. - Any person re-—
tiring from a business subject to percentage tax shall notify
the nearest internal revenue officer, file his return and pay
the tax dqe thereon within twenty days after closing his
business. |

(3) Exceptions. The Commissioner may, by regulations
prescribe:

“(A) The time for filing the return at intervals other

than the time prescribed in the preceding paragraphs for a

particular class or classes of taxpayers after considering

such factors as volume of sales, financial 'condition, ad-
equate measures of security; and such other relevant 1nf0rmd

tion required to be qubmltted under the pertinent provisions
of this Code; and ‘ :

“(B) The manner and time of payment of  percentage
taxés other than as herelndbove prescribed, . including a
scheme of tax prepayment. : :

~ "(4) :: Determination _of correct sales  or receipts. -
When - it is“found that a person has failed to issue vreceipts
or . 1nv01ces, or- when no._ return is flled _or when there . is

‘a‘ S
bd§e and '

dbllltles of: euch ‘person EC
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“(b) Where to file. - Every perscn liable to tne per-
centage tax under this Title may, at his option file a
separate return for each branch or place of business or a
consolidated return for all branches or places of  business
with the Revenue District Officer, Collection agent or duly
authorized Treasurer of the City or Municipality where said
business or principal place of business 1is located, as the
case may be. "~

SEC. 7. Section 109 of the Naticnal Internal Revernue
Caode is hereby renumbered and amended to read as follows:

“SEC. 126. Goods_subject to excise taxes. - Excise
taxes apply to goods manufactured or produced in the Philip-—
pines for domestic sale or consumption or for any other dis-
position and to things imported. The excise tax imposed
herein shall be in addition to the value—added tax imposed
under Title IV.

“For =~ purposes of this Title, excise taxes herein im-—
posed and 'based on weight or volume capacity or any other
physical wunit of measurement shall be referred to . as
‘specific tax" and an excise tax herein imposed and based on
selling price or other specified value of the good qhall be
referred to as ‘ad valorem tax’".

SEC. GQ. Section 110 of the National Internal Revenue
Code is hereby renumbered and amended to read as follows:

“SEC. 127. Payment of excise taxes on domestic prod-
ucts. - (a) Persons liable; time for pavyment. - Unless

otherwise especially allowed, excise taxes on domestic prod-
ucts shall be paid by the marufacturer or producer before re-

moval from the place of production: Provided, That the ex-
cise tax on locally manufactured petroleum products and
indigeneous petroleum levied under Sections 145 and

151(a)(4), respectively, of this Title shall be paid within
15 days from the date of removal thereof. from the place of
production. Should domestic products be removed from the
place of production without the payment of the tax, the owner
or person having poqquQ1on thereof shall be llable for the
tax due thereon. T

~"(b) Determination of gross selling price of goods sub-
ject to ad valorem tax. — Unless otherwise provided, the
price, excluding the value—added tax, at whiich the goods are
sold at wholesale in. the place of production o6r through their
sales agents to the public shall constitute the gross’ ‘selling
price. If the mdnufacturer also sells ot allows such goaods
to be sold at wholesale in another establishment of which he
is the owner or in the proflts at which he has an interest,
the wholesale price in such establlshmnnt shall Wcohstitute
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the gross selling price. Should such price be less than the
cost of manufacture plus expenses incurred until the ‘goods
are finally sold, then a proportionate margin of profit, not
less than 10% of such manufacturing cost and expenses, shall
be added to conqtltute the gross selling price.

“(c) Manufacturer’s or producer’s sworn statement. -
Every manufacturer or producer of goods or products subject
to excisé-taxes shall file with the Commissioner on the date
or dates designated by the latter, and as often as may be
required, a sworn statement showing among other information,
the different goods or products manufactured or produced and
their corresponding gross selling price or market value, to—
gether with the cost of manufacture or production plus ex-
penses incurred or to be incurred until the goods or products
are finally sold.

“(d) ¢Gredit for excise tax on goods actually exported.
- When goods locally produced or manufactured are removed
and actually exported without returning to the Philippines,
whether so exported in their original state or as ingredients
or * parts of any manufactured goods or products, any excise
tax paid thereon shall be credited or refunded upon submis-
sion of the proof of actual exportation and upon receipt of
the corresponding foreign exchange payment: Provided, -+ That
the excise tax on mineral products, except coal and coke;, im-
posed under Section 151, shall not be creditable or refund-
able even if the mineral products are actually exported.”

SECc. <. Section 121 of the National Interrnal Revenue
Code is hereby renumbered and amended to read as follows:

“SEC. 138. Distilled spirits. - on distilled spirits,
there shall be collected, subject to the provisions of Sec-
tion 130 of this Code, specific taxes as follows: ' :

"(a) If produced from sap of nipa, coconut, .cassava,
camote or buri palm or from the juice, svyrup or sugar of the
cane, provided such materials are produced commercially in
the country where they are processed into distilled spirits,
per proof liter, three pesos and twenty centavos: Provided,
That if produced in a pot still or other similar primary dis—
tilling epparatus by a dlstlller produc1ng not more thdn: ‘100
liters a day, containing not more than Flfty percent of dlCO_
hol by v01ume, per proof llter, one peso; I . . T e

"(b)  If produced from raw materlals other’ than . those
enumerated in the prec'dlng pdrag aph 5 proor llter,
twenty five peeos-?and Ly o




. .
"(c) Medicinal preparations, flavoring extracts, and
all other preparations, except toilet preparations, of which,
excluding water, distilled spirits form the chief ingredient,
shall be subject to the same tax as such chief ingredient.

“This 'tax shall be proportionally increased for any
strength of the spirits taxed over proof spirits, and the tax
shall attach to this substance as soon as it is in existence
as such, whether it be subsequently separated as pure or im—-
pure spirits,” or transformed into any other substance either
in the process of original production ot bv any subsequent
process., .

Al
Spirits or distilled spirits’ is the substarnce krown
as ethyl alcohol, ethanol or spirits of wine, including all
dilutions, purifications and mixtures thereof, from whatever
source by whateyer process produced and shall include whisky,
brandy, rum, gin and vodka, and other similar products or
mixtures. '

"

e

, Progof spirits?’ is liquor containing 1/2 of its volume
of alcohol of a specific gravity of seven thousand nine hun-
dred and thirty nine ten thousands (0.793%9) at fifteen de-
crees centigrade. A proof liter means a liter of proof spir-
its.” :

SEC.  10. Section 123 ef the Naticnal Internal Revenue
Code is hereby renumbered and amended to read as follows:
, _ +
MSEC. 139. Wines. - 0On wines, there shall be collected
per liter of volume capacity, the following taxes:

Sparkling wines regardless of proof, sixteen pe-
S0S; .
Still wines containing fourteen percent of alcohol
by volume or less, one peso; and

(c Still wines containing more than fourteen percent
of alcohol by volume, four pesos:

‘Fortified wines containing more than twenty-five per-
cent of alcohol by volume shall be taxed as distilled spir-—
its.  Fortified wines shall mesn natural wines to which dis-
tilled spirits are added to increase their alcoholic
strength "

SEC. 11. Section 124 of the National fbtérnai Re?endé\‘
Code is hereby renumbered and amended to read as foellows:

“SEC.  140. Fermented liquor. — There shall be léyféa,l
assessed and collected an ad valorem tax equivalent . té

thirty-seven percent (37%) of. the brewer’s. wholesale
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price, excluding the ad valorem tax imposed under this sec-
tion and the value added tax impesed under Title IV, on beer,
lager beer, ale, porter and other fermerited liquors ~ except
tuba, basi, tapuy and similar domestic fermented liguors, but
in no case-shall the sum total of the ad valorem tax and
value-added tax be less than P1.00 per regular 320 ml
bottle.” -

SEC. 12, Section 126 of the Naticonal Internal Revenue
Code is hereby renumbered and amended to read as follows:

"SEC. 142. Cigar and cigarettes. - (a) Cigars. -
There shall be levied, assessed and collected on cigars an .ad
valorem tax of five percent (5%) of the manufacturer’s or
importer’s registered wholesale price.

"(b) Cigarettes packed in thirties. - There shall be
levied, asSessed and collected on cigarettes packed in thir-—
ties an ad wvalorem tax of fifteen percent (15%) of . the
manufacturer’s registered wholesale price.

“(c) Cigarettes packed in twenties. - There shall be
levied, assessed and collected on cigarettes packed in twen-—
ties an ad valorem tax at the rates prescribed below baged on
the manufacturer’s registered wholesale price:

“(1) oOn locally manufactured cigarettes bearing a for-
eign brand, fifty percent (50%): Provided, That this rate
shall apply regardless of whether or not the right to use or
title to the foreign brand was sold or transferred by its
owner to the local manufacturer. Whenever it has to be de-
termined whether or not a cigarette bears a foreign brand,
the listing of brands manufactured in foreign countries ap-
pearing in the current World Tobacco Directory shall govern.

“(2) On other locally manufactured cigarettes, forty
percent (40%)

"Duly registered or existing brands of cigarettes packed
in twenties shall not be allowed to be packed in thirties.

“When the existing registered wholesale price, including
tax, of cigarettes packed in twenties does not exceed P3.€0
per pack, the rate for the cigarettes packed in thirties
shall apply. '

"(d) Imported cigarettes. - If the cigarettes are of
foreign manufacture, ' regardless of the contents per : pack,
there shall be levied, " assessed and collected an ad valorem
tax of sixty—-five percent (65%) of the importer’s - wholesale
price. R . ' o
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"For purposes of this section, ‘manufacturer’s or
importer’s registered wholesale price’ shall include the ad
valorem tax imposed in paragraphs (a), (b), (c) or (d) hereof
and the amourit intended to cover the value-added tax imposed
under Title IV of this Code."

SEC.~ 13. Sectionn 128 of the Naticonal Internal Revenue
Code is hereby renumbered and amended to read as follows:

"SEC. 145. Manufactured oils and other fuels. - There
shall be collected on refined and manufactured mineral oils
and motor fuels, the following excise taxes which shall at-
tach to the goods hereunder enumerated as soon as they are in
existence as such:

“(a) For products subject to specific tax only

"(1) Lubricating oils and greases including but not
limited to basestock for lube oils and greases, high vacuum
distillates, aromatic extracts and other similar prepara-—
tions, and additives for lubricating.oils and greases whether
such additives are petroleum based or not, per liter of vol-
ume capacity, four pesos and fifty centavos (P4.50): * Pro-
vided, however, That the excise taxes paid on the purchased
feedstock (bunker) used in the manufacture of exciseable ar-
ticles and forming part thereof shall be credited against the
excise tax due therefrom.: Provided, further, That lubricat-
ing o0ils and greases produced from basestocks and additives
on which the specific tax has already been paid, shall no
longer be subject to specific tax;

"{2) Processed gas, per liter of volume capacity, five
centavos;

“(3) Waxes and petrolatum per kilogram, three pesos and
fifty centavos; and

"(4) On denatured alcohol to be used for motive power,
per liter of volume capacity, five centavos: Provided, That
unless otherwise provided by special laws, if the denatured
alcohol is mixed with gasoline, . the excise tax on which has
already been paid, only the alcohol content shall be subject
to the tax herein prescribed. For purposes of this subsec-—
tion, the removal of denatured alcohol of not less than one
hundred eighty degrees proof (ninety percerit :absolute alco-
hol) shall be deemed to have been removed For motive . power,
unless shown otherwise. e : - )



For products subject to ad valorem tax only:

AD VAL OREM.
TAX RATE

"{1) Naphtha, gasoline
and other similar products
. of distillation:; and
}%ﬁ-dviation turbo jet fuel .. 4%

"(2) Fuel oil, commercialy kriowun
as diesel fuel o0il, and on
similar fuel oils having
more or less the same
generating power; kerosene;
liquefied petroleum gas:
asphalts; and thinners .. ..

Fuel oil, commercially known as
buriker fuel and on similar fuel
oils having more or less the

same generating power

“The ad valorem tax imposed in this paragraph shall
be based on the company take or netback on the product as
approved by the Energy Regulatory Board including the‘ said
ad valorem tax."

SEC. i4. Section 135 of the Natiornal Internal Revenue
Code is hereby renumbered and amended to read as follows-

“SEC. 148. Saccharine. - There shall be collected on
saccharine, sodium saccharine and all its derivatives on
salts of saccharine and other art1f1c1dl sweetening agents, a
tax of sixty pesos (Ps0) per kilogram.'

SEC. 15. Section 135-A of the National Internal Revenue
Code is hereby renumbered and amended to read as follows-

"SEC. 149. Automobiles. - There thllAbe levied, as-
sessed and collected an ad valorem tax on automobiles based
on the manufacturer’s or importer’s selling price; net of ex—

cise and value- added tax, in accordance with the. following
schedule: : TR o

"Engine displacement (in cc)

Gasoline Diesel Tax Rate
"up to 1600 - up to 1300. 15%
“1401 to 2000 S01 to 2&00 38X
"2001 to 2700 QSQL to 3000 50%

“2701 or Over 3001 or over 100%



Provided, That in the casé of imported automobiles not for
sale, the tax imposed herein shall be based on the total
value used by the Bureau of Customs in determining tariff and
customs duties, including customs duty and all other charges,
plus (10%) of the total thereof.

SEC. 1&6. Paragraphs (1)(a), (b) and {(g) of Section 183
of the Naticnal Internal Revenue Code are hereby renumbered
and amended to read as follows-

"SEC. 150. HNon—essential goods. - There shall be lev-
ied, asseéssed.and collected a tax equivalent to 20% based on
the whaoldsale price or the value of importation used by the
Bureau of Customs in determining tariff and customs duties;
net of excise tax and value-added tax, of the following
goods: '

“{a) - All goods commonly or commercially krniown as jew-
elry, whether real or imitation, pearls, precious and
semi-precious stones and imitations thereof; goods made of,
or ornamented, mounted or fitted with, precious metals or
imitations  thereof or ivory (not including surgical and
dental instruments, silver-plated wares, frames or mountings
for spectacles or eveglasses, and dental gold or gold allovs
and other precious metals used in filling, mounting or

fitting of the teeth); opera glasses and lorgnettes. The
term ‘precious metals’ shall include platinum, gold, silver,
and other metals of similar or greater value. The terms

‘imitations thereof’ shall include platings and allows of
such metals; '

“(b) Perfumes and toilet waters;

“{c) Yachts and other vessels intended for pleasure or
sports. "™

SEC. 17 Sections 129 and 132; Paragraph {(b) of Sec-
tion 216, Sections 217, 218 and 219 of the Mational Internal
Revenue Code are herehy integrated, renumbered and amended to
read as follows: ‘ L.

"SEC.. 151. Hinefal'Prodqcts- - (a) Rates of - Tax. -
There shall be levied, ' assessed and collected .on mineral,
mineral products and quarry resources, excise tax as follows:

"(1) on coal and Goke, - & tax of ten pesos (P10.00) per
metric ton. T I P R

P RS
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) "(2) - on a%;pnbn—me;allip‘mlﬁetals'andfquérry”resoqrges;_
d tax of three percent” (3%) based on the actual market - value
of. the annual gross output’thereof &t the time of removaly. in
the case of. those locally extracted or produced; or the ‘valle,




used by the Buredu of Customs in determining - tariff and cus-—
toms duties, net of excise tax and leue—ddded tax 1in the
case of importation. .

"{3) On all metallic minerals, a tax of five percent
(5%) based on the actual market Vqlue of the gross  output
thereof at the time of removal, in the case of those locally
extracted or produced; or the value used by the Bureau of
Customs in determining tariff and customs duties, rnet of ex-
cise tax and value-added tax, in the case of importatior.

"(4) On indigenous petroleum, a tax of twenty—two per-
cent °A) of the fair international market price thereof, on
the f1r~t taxable sale, such tax to be paid by the buyer or
purchaser’ within 15 days from the date of actual or construc—
tive delivery to the said buver or purchaser. The phrase
‘first taxable sale, barter, excharge or similar transaction’
means the transfer of 1nd1qenous petroleum in its original
state to a first taxable transferee. The fair international:
market price shall be determined in consultation with an ap-
propriate government agency. ’

‘ "For the purpose of this subsection, ‘indigerous petro-
leum’ shall include locally extracted mineral oil, hydrocar-

bon gas, bitumen, crude asphalt, mineral gas and all other
similar or naturally associated substances with the exception
of coal, peat. bituminous shale and/or stratlfled mineral de-
posits.

“{b) For purposes of this section, the term

"(1) ‘Gross output’ shall be interpreted as the ac tual
market value of minerals or minetal products, or of bullion
from each mine or mineral lands operated as a separate entity
without any deduction from mining, milling, refining, (in—
cluding all expenses incurred to prepare the said minerals or
mineral products in a marketable state) as well as trans-—

porting, handling, marketing, or any other expenses: Pro—
vided, That if the minerals or mineral products are sold or

consigned abroad by the lessee or owner of. the mine under
C.I.F.' terms, the actual cost of ocean freight and insurance
shall be deducted: Provided, however, That in the case of
mineral’ conicentrate not traded in commodity exchanges in- the
Philippines or abroad such as copper concentrate, the dCtUdl
market wvalue shﬁll be the world price quotations of the re-
fined mineral products content thereof prevailing in the said
commodity exchanges,' after deductlng the smeltlng, ~refining
and other charges 1ncurred in the process ofrconvertlng. the
mlneral concentrate dnto reflncd metal traded in those-'com—
modlty exchdnges. sl o

PRI

"(2)  ‘Minerals’; shall mean all- ndturallyroccurr1ng 1n~f
organlc substances (found 1n nature) ‘whether ' {;qf
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id, gaseous, or any intermediate state

{3) ‘Mineral products’ shall mean things produced and
erepared in a marketable state by simple treatment processes
such  as washing ~ or drving, but without undergoing any
chemical change or process or manufacturing by the lessee,
concessionaire or owner of mineral lands.

(43 ‘Quarry resources’ shall mean any common stone or
other cofmon mineral substances as the Director of the Bureau
of Mines and Geo—Sciences may declare to be quarry Fesources
such as but npot restricted to marl, marble, granite, volcanic
cinders, basalt, tuff and rock phosphate- Provided, That
they contain no metal or metals or other valuable minerals in
zeonomically workable guantities.

“(c) Jime, manner and place of pavment of excise tax on
mineral ahd(mineral products. - Unless otherwise provided,
the excise 'tax on minerals and mineral products shall be due
and pavable upon removal of the minerals or mineral products
or quarry resources from the locality where mined. or upon tre-
moval from customs custody in the case of importations.

“Any person liable to pay the excise tax on locally pro-
Juced or extracted mineral, mineral products or guarry re-
sources shall, before removal of such products file, in du-
mlicate, & return setting forth the guantity and the actual
market value of the mineral or mineral products to be removed
and pay the excise taxes due thereon to the Collection Agent,
2 the Treasurer of the citvy or municipality of the place
where the mine is located except as herein below provided.

"However, the output of the mine may be removed® from
such locality without the prepayment of such excise taxes if
the lessee, owner, or operator of the mining claim shall file
# bond in the form and amount and with such sureties as the
Commissioner may require, conditioned upon the pavment of
such  excise taxes. It shall be the duty of every lessee,
cwner or operator to make a true and complete return in du-
plicate setting forth the quantity and the actual market
value of the minerals or mineral products or quarry resources
removed during such calendar quarter, of the balance, if anvy,
in cases where pavments are made upon removal, and pay the
excise taxes due thereon within 20 days after the end of such
quarter to the Collection Agent, or the Treasurer of the city
or municipality of the place where the mine is located.

"In the case of indigenous petroleum,, the tax due
thereon shall be paid by the buver or purchaser within 15
davs from the date of actual or constructive delivery to the
said buyer or purchaser.* ’
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. SEC. 18. Section 141 of the National Internal Revenue
Code is hereby renumbered and amended to read as follows-

“SEC. 157. Removal of articles after pavment of tax. -
When the tax has been paid on articles or products subject to
excise tax the same shall not thereafter be stored or permit-
ted to remain in the distillery, distillery warehouse, bonded
warehouse, or other factory or place where produced. How-
ever, upon prior permit from the Commissioner, oil refineries
and/or ‘sompanies may store or deposit tax-paid petroleum
products and commingle the same with its own bonded products.
Imported petroleum products may be allowed to be withdrawn
from customs custody without the prepayment of excise tax
which products may be commipgled with the tax—paid or bonded
products of the importer himself after securing a prior per-—
mit from the Commissioner of Internal Revermie; Provided, That
withdrawals shall be taxed and accounted for on a ‘first-in,
first out’ basis." ‘

SEC. 19. Section 180 of the National Internal Rewvenue
Code is hereby renumbered and amended to read as follows:

Sec 237. Registration of name or stvle with the revenue
district officer or collection agent: - Every person, other
than persons required to be registered under the provisions
of Section 107, engaged in any business shall, on or before
the commencement of his business, or whenever he transfers to
another revenue district, register with the revenue district
officer concerned within 10 davs from commencement of busi-

ness or transfer. In cities or municipalities where no rev-—
enue district officer is stationed, such person shall regis-
ter with the collection agent. The registration ,shall

contain his name or style, place of residence, business, the
place where such business is carried ori, and such other in-—
formation as may be required by the Commissioner in the form
prescribed therefor. In case of a firm, the names and
residences of the various persons constituting the same shall
also be registered. The Commissioner, after taking into con-—-
sideration the volume of sales, financial condition and other
relevant factors, may require the registrant to guarantee the
payment of his taxes by way of advance payment, or the post-
ing or filing of a security, guarantee or collateral accept—
able to the Commissioner."”

SEC. 20. Section 181 of the National Internal Revenue
Code is hereby renumbered and amended to read as follows:-

"SEC. 238. Issuance of receipts or sales or commercial
invoices. ~ All persons, subject to an internal revenue tax
shall for each =sale or transfer of merchandicse or for
services rendered valued at P25 or more, issue receipts or
sales or commercial invoices, prepared at least in duplicate,
showing the date of transaction, quantity, unit cost and de—
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scription of merchandise or nature of service: Provided,
That in  the case of sales,  receipts or transfers in  the
amount of P100 or more, or, regardless of amount. where the

sale or transfer.lis made by persons subject to value—added
tax to other persons also subject to value-added tax; or,
where the receipt is issued to cover payment made as rentals,
commissions, compensations or fees, receipts or invoices
shall be issued which shall show the name, business style, if
any, and address of the purchaser, customer, or client. The
original’ of each receipt or invoice shall be issued to the
purchaser, customer or client at the time the transaction “is
effected, who, 1if engaged in business or in the exercise of
professiori, shall keep and preserve the same in his place of
business for a period of 3 vears from the close of the tax-
able vear in which such invoice or receipt was issued, while
the duplicate shall be kept and preserved by the issuer, also
in his place of business, for a like period.

"The Commissioner may, in meritoarious cases, exempt any
person subliect to an internal revenue tax from compliance
with the provisions of this section.”

SEC. 21 Sections 122, 130, 134; Sections 157 te 1&1,
inclusive, paragraphs {(1){c) toe (f), Iinclusive, and {(h) to
{q); and paragraphs {(2) to {(4) of Secticn 163; Sectiont 164

to 170, inclusive; Sections 174, 178, 179; Section 215;
paragraph {a) of Section 218; Sections 222, 224 and 225, Sec—
tions 230 to 232, inclusive, Sections 241.,v 279, 280, 297,

325 and 324 all of the Naticnal Internal Revenue Code are
hereby repealed.

SEC. 22, The impositionn of occupation fee and rentals
provided in Sections 215 and 216 (a) respectively, of the Na-—
tional Internal Revenue Code shall henceforth be collected by
the municipality or city where the mining claim is situated.
The disposition of the collection shall continue to be in ac—
cordance with the provisions of said Sections 215 and 216
{a).

The entire provisions aof Chapter ¥, Title VIII of the
Naticnal Internal Revernue Code governing the charges on  for-
est products, Including Sectiorn 297 of the same Code are
herebyv transferred to and shall form part of Presidential De-—
cree No. 708, as amended, atherwise known as the Revised For-—
estry Code of the Philippines. All references to the Rureau
of Internal Revenue, Commissicorer of Internal Revenue and
Ministry of Finance in the said Chapter V shall henceforth
refer to the Forest Management Bureau, . Directar of Forest
Management Bureau and Secretary of Environment and Natural
Resources, respectiveldy. :



SEC. 23. The following sectionns of the National Inter-—
nal Revenue Code and all references thereto are hereby
renumbered as follows: ) '

Present Numbher New Number

Section 27 Section 26
Section 268 Section 27
Section 29 Secticn 28
Sec tion~30 Section 2%
Secltion 31 Section 30
Section 32 Section 3
- Section 33 Section 32
o Section 34 Section 33
T Section 35 Section 34
Section 3& Section 35
Section 37 Sectionn 3a&
Section J& Section I7
Sectiocn I7 Section 38
Section 40 Section 39
Section 41 Section 40
Section 42 Section 41
Section 43 Section 42
Section 44 Section 43
Sectionr 45 - Section <44
Section 46 Section 45
Sectian 47 Secticn 46
Section 4& Section 47
Secticnn 43 Section 4&
Section S8 Section 4%
Section 51 Section 50
Section 52 Section 51
Section 53 Sectiocn 52
Section 54 Section 53
Secticn 85 Section 54
Section 56 Secticrr 85
Section S7 Section Sa
Section 58 Sectiocn §7
Section 5% Section 58
Section &0 Section 59
Section 70 Section &0
Section 71 Section &1
Section 72 Section &2
Section 73 Section &3
Section 74 Section &4
Section 75 Section &5
Section 7& Section 66
Sectiocn 77 Section &7
Sectiorni 78 Sectiorr 68
Section 79 Section &9
Section 80 Section 7
Sectiocn 81 . Section 71
Secticn &2 Section 72
Section 83 Section 73



Section S Section 74
Section &5 Secticn 75
Section Sa Section 7a&
Section &7 Section 77
Section &8 Section 78
Section 89 Section 79
Section 20 Section &0
Section 71 Secticon &1
Secticrn %2 Section a2
Sectiorr 93 Section 83
Section ~74 Section 84
Section 95 Section 88
Section 98 Secticon 86
_“Section 97 Sectiocn &7
;gqsection ey Section &3
T. Section 99 Section 8%
Sectiorn 100 Section 0
Sectiorn 101 Section %I
Sectiorn 102 Section 2
Sectiaorn 103 Section 23
Section 104 Section P4
Section 108 Section 7§
Sectiorr 106 Section &
Section 107 Section “7
Section 108 Section &
Section 171 Section 113
Sectiocre 172 Sectiaon 114
Secticorn 173 Section 115
Section 175 Section 1la
Section 227 Sectiorn 117
Section 240 Section 118
Sectior 220 Sectiorn 113
Section 221 Section 120
Section 223 Section 121
Section 226 Section 122
Section 226 Section 123
Secticrn 229 Section 124
Sectiorn 1&82 Section 125
Section 109 Secticn 126
Section 110 Section 127
Section 111 Section 125
Sectiorn 112 Sectiorn 12%
Sectior 113 Section 130
Section 114 Sectiocn 131
Sectiornr 115 Secticn 132
Section 11a Secticonn 133
Section 117 Section 134
Section 118 Section 135
Section 117 Section 13&
Section 120 Section 137
Section 121 Secticn 138
Section 123 Sectionn 137

Section 124 Secticrn 140
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Sectiorn 278 Section 246
Section 251 Section 247
Section 282 Section 248
Section 283 Section 249
Secticn P84 Section 250
Section 288 Section 251
Section 286 Section 252
Section 2587 Section 253
Secticon 288 Sectiocn 254
Section 289 Section 255
L Section 290 Section 256
s Section 291 Section 257
“ % Section 292 Section 255
T Section 293 Section 257
Section 294 Section 260
Section 2325 Secticon 261
Section 2394 Section 262
Section 298 Section 2683
Section 299 Section 264
~Secticrn J00 Section 265
‘Section 301 Section 266
Section 302 Section 2&7
Section JI03 Section 268
Section 304 Section 287
Secticon 305 Sectian 270
Sectiaon 30a Section 27
Section 307 Section 272
Section 308 Section 273
Section 309 Secticn 274
Section 3JiQ Sectiaon 275
Section 311 Section 27a
Section 312 Section 277
Section J13 Section 278
Section 314 Section 379
Section 315 Section 260
Section JI1a Section 28
Section 319 Section 282
Sectieon 320 Section 283
Section 321 Section 284
Section 317 Section 285
Section 318 Section 286
Section 322 Section 287
SEC. 24. The provisions of the National Internal Rev-~

enue Code as renumbered under this Executive Qrder are herebv
rearranged accord_zng te the following Titles:

Fitle Chapter Part Sectxon Containéd

Title I' Organization
& Function of o
BRureau Sections1.te 19



Title IT Tax on Income

Title IIX

Title IV.

Title V.

Title VI.

Title VII.
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Title X Statutory dffenses & Penalties

hapter I - Sections 247 to 251
C hapter 2 - Sections 2582 to 267
Chapter = - Sections 268 to 272
Chapter 4 - Sections 273 to 261

Title XIT.- Allotment of Interrnal Revernue

Chapter 1 Sections 2582 to 2584
Chapter 2 Sections 285 to 286

Title XII. Repealing Provisions
Chapter 1 Section 287

SEC.. 25. - Transitory provisions. - {a) All
VAT-registered persons shall be allowed transitional input
taxes which can be credited against output tax in the <same
manner as provided in Section 104 orF the National Internal
Revenue Code as follows:

1)  The balance of the deferred sales tax credit accournt
as aof December 31, 1987 which are accourted for in
accordance with regulations prescrihed therefor;

2, A presumptive input tax equivalent to &% of the
value of the invertory as of December 31, 1287 of
materials and supplies which are not for sale, the
tax on which was not taken up or claimed as deferred
sales tax credit: and

3) A presumptive input tax equivalent to 8% of the

value of the inventory as of December 31, 1987 of
goods for sale, the tax on which was not takern up
or claimed as deferred sales tax credit.

Tax credit prescribed in paragraphs {(2) and {(3) above

shall be allowed conlv to a VAT—registered peraon who files an
inventaory of the goods referred to in led paragraphs as pro—
vided in regulations.

{t) Any unused tax credit certificate issued prior to
January 1, 1988 for excess tax credits which are applicable
against advance sales tax shall be surrendered te, and re-
placed by the Cemmissioner with new tax credit certificates.
which can be used in pavment for value-added tax liabilities.



{c) Anv person already engaged in business whose gross
sales or receipts for a 12-month period from @ Septemhber 1,
1986 te August 1, 1987, exceed the amount of P20Q,000, or any
person who has beern in business for less than 12 months as of
Asugust 31, 1987 bt expects his gross sales or receipts to
exceed P20, Q00 on or before December 51, 19687, shall apply
for registraftion can or hefore Octoher 29, 1937,

SEC. rgé- The funds needed to carry out the provisions
cof thisjiEXecqtive Order shall be drawn from the appro-—
priationg authorized for the Bureau of Internal Revenue for
CY 1287. Any deficiency shall be covered hyv the contingency
fund provided in the current General Appropriations Act. For
CY 1988 and thereafter, such sums shall be included in the
annual General Appropriations Act.

SEC. 27. »The Secretary of Finance, upon recommendaticon
cof the Commissioner of Internal Revenue, shall promulgate the
rules and regulations to effectivelyv implement this Executive
Grder.

SEC. 28, The Commissioner of Interrnal Reverrue shall
codify and consclidate all internal revenue laws embodied in
the present, National Internal Revenue Code, as amended by
various Executive Qrders , and other issuances, and catse the
publication thereof. ..

SEC. 29. The provisions of anyv law, whether general ar
special, rules and regulations and cther issuances or parts
thereof which are inconsistent with this Qrder are hereby re-
pealed, amended or modified accordingly.

SEC. 30. This order shall take effect on Januarvy 1,
1985 Provided, That the provisions of ‘Section 25 {cl
herecf shall take effect immediately upcon approval of this
Ordes. :

DONE in the City of Manila, this _25th day of _July  in
the vear of Our Lord, nineteen hundred and eighty—-seven.

‘éiRAggN C. A
President O6f the PHilippines

S
APEER P- ARROYO
ExXecutive Secretary

By the President




