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AN ACT RESTRUCTURI NG THE ESTATE AND DONOR S
TAXES, AMENDI NG FOR THE PURPOSE SECTI ONS
77, 79(a), 83(b) AND 92(a) AND (b) ON
TRANSFER TAXES OF THE NATI ONAL | NTERNAL
REVENUE CODE, AS AMENDED

Be it enacted by the Senate and House of Representatives of the
Phiilippines in Congress assenbl ed:

SECTION 1. Section 77 of the National Internal Revenue
Code, as anended, is hereby further amended to read as foll ows:

"SEC. 77. Rates of estate tax. - There shall be |evied,
assessed, collected, and paid upon the transfer of the net estate
as determned in accordance with Sections 78 and 79 of every dece-
dent, whether resident or nonresident of the Philippines, a tax
based on the val ue of such net estate, as conputed in accordance
with the foll ow ng schedul es:

"If the net estate is:



"Over But Not The Tax Pl us O Excess

Over Shal | Be Over
_ P 200, 000 Exenpt - -
P 200, 000 500, 000 5% - P 200, 000
500, 000 2, 000, 000 P 15, 000 8% 500, 000
2,000,000 5,000,000 135, 000 12% 2, 000, 000
5, 000, 000 10, 000, 000 495, 000 21% 5, 000, 000
10, 000, 000  And Over 1, 545, 000 35% 10, 000, 000

SEC. 2. Section 79(a) of the National Internal Revenue
Code, as anended, is hereby further anmended to read as foll ows:

“(a) In the case of a citizen or resident of the
Phi |'i ppi nes, by deducting fromthe value of the gross estate -

"(1) Expenses, |osses, indebtedness, and taxes. - Such
anmounts -

"(A) For actual funeral expenses or in an anount equal to
five per centum of the gross estate, whichever is lower, but in no
case to exceed P 100, 000;

"(B) For judicial expenscs of the testanentary or intestate
proceedi ngs;

"(C) For clains against the estate: Provided, That at the
time the i ndebtedness was incurred the debt instrument was duly
notarized and, if the loan was contracted within three years
before the death of the decedent, the administrator or executor
shall submit a statenent showi ng the disposition of the proceed of
t he | oan;

"(D) For clains of the deceased agai nst insolvent persons
where the value of decedent's interest therein is included in the
val ue of the gross estate; and

"(E) For unpaid nortgages upon, or any indebtedness in
respect to property, where the value of decedent's interest
t herei n, undi m ni shed by such nortgage or indebtedness, is
i ncluded in the value of the gross estate, but not including any
i ncome taxes upon inconme received after the death of the decedent,
or property taxes not accrued before his death, or any estate tax.
The deduction herein allowed in the case of clainms against the
estate, unpaid nortgages, or any indebtedness, shall when founded
upon a promise or agreenent, be linmted to the extent that they



were contracted bona fide and for an adequate and ful
consideration in noney or noney's worth. Therc shall also be
deductcd | osses incurred during the settlenment of the estate
arising fromfires, storns, shipweck, or other casualties, or
fromrobbery, theft, or enbezzlenent, when such | osses are not
conpensated for by insurance or otherwise, and if at the tinme of
the filing of the return such | osses have not been clained as a
deduction for incone tax purposes in an inconme tax return, and
provi ded that such | osses were incurred not later than the | ast
day for the paynment of the estate tax as prescribed in sub-section
(a) of Section 84.

"(2) Property previously taxed. - An anmount equal to the
val ue specified bel ow of any property fornmng a part of the gross
estate situated in the Philippines of any person who died within
five years prior to the death of the decedent, or transferrcd to
the decedent by gift within five years prior to his death, where
such property can be identified as having been received by the
decedent fromthe donor by gift, or from such prior decedent by
gi ft, bequest, devise, or inheritance, or which can be identified
as having been acquired in exchange for property so received:

"One hundred per centum of the value if the prior decedent
died within one year prior to the death of the decedent, or if the
property was transferred to himby gift within the sane period
prior to his death;

"Ei ghty per centum of the value if the prior decedent died
nore than one year but not nmore than two years prior to the death
of the decedent, or if the property was transferred to himby gift
within the same period prior to his death;

"Sixty per centum of the value if the prior decedent died
nore than two years but not nore than three years prior to the
death of the decedent, or if the property was transferred to him
by gift within the sane period prior to his death;

"Forty per centum of the value if the prior decedent died
nore than three years but not nore than four years prior to the
deat h of decedent, or if the property was transferred to him by
gift within the sane period prior to his death; and

"Twenty per centum of the value if the prior decedent died
nore than four years but not nmore than five years prior to the
deat h of the decedent, or if the property was transferred to him
by gift within the sane period prior to his death.

"These deductions shall be allowed only where a gift tax,
or estate tax inposed under this Title were finally deterni ned and
pai d by or on behalf of such donor, or the estate of such prior
decedent, as the case may be and only in the amount finally
deternmined as the virtue of such property in determ ning the val ue
of the gift, or, the gross estate of such prior decedent, and only
to the extent that the value of such property is included in the



decedent's gross estate, and only if in determ ning the val ue of
the estate of the prior decedent no deduction was all owabl e undcr
paragraph (2) in respect of the property or properties given in
exchange therefor. Where a deduction was all owed of any nortgage
or other lien in determning the gift tax, or the estate tax of
the prior decedent, which were paid in whole or in part prior to
t he decedent's death then the deduction allowabl e under said

par agr aph shall be reduced by the ampbunt so paid. Such deduction
al l omabl e shall be reduced by an anmpunt which bears the sanme ratio
to the anpunts allowed as deducti ons under paragraphs (1) and (3)
of this subsection as the anmount otherw se deductible under said
par agraph (2) bears to the value of the decedent's estate. Were
the property referred to consists of two or nore itens the
aggregat e val ue of such itens shall be used for the purpose of
conmputing the deduction.

"(3) Trasfers for public use. - The anmpbunt of all bequests,
| egaci es, devises, or transfers to or for the use of the
Government of the Republic of the Philippines, or any politica
subdi vi sion thereof, for exclusively public purposes.

"(4) The fam |y hone. - An anount equivalent to the current
or fair market value or zonal value of the decedent's famly hone,
whi chever is higher: Provided, however, That, if the said current
or fair market value or zonal value exceeds One mllion pesos (P
1, 000, 000), the excess shall be subject to estate tax. As a sine
gua non condition for the exenption or deduction, said fanly
home nmust have been the decedent's family hone as certified by the
barangay captain of the locality."

SEC. 3. Section 83(b) of the National Internal Revenue
Codc, as anended, is hereby further anmended to read as foll ows:

"(b) Tinme for filing. - For the purpose of determining the
estate tax provided for in Section 77 of this Code, the estate tax
return required under the precedi ng subsection (a) shall be filed
within six nonths fromthe decedent's death.

"A certified copy of the schedule of partition and the
order of the court approving the same shall be furnished the
Conmmi ssioner within thirty days after the pronul gati on of such
order."

SEC. 4. Section 92(a) and (b) of the National Internal
R*evenue Code, as anended, is hereby further anmended to read as
foll ows:

SEC. 92. Rates of tax payable by donor. - (a) In general. -
The tax for each cal endar year shall be conputed on the basis of
the total net gifts nade during the cal endar year in accordance
with the foll owi ng schedul e:

"If the net gift is:



" Over But Not The Tax Pl us O Excess

Over Shal | Be Over
- P 50, 000 Exenpt - -

P 50, 000 100, 000 1.5% - P 50, 000
100, 000 200, 000 P 750 3% 100, 000
200, 000 500, 000 3,750 5% 200, 000
500, 000 1, 000, 000 18, 750 8% 500, 000

1, 000, 000 3, 000, 000 58, 750 10% 1, 000, 000

3,000,000 5,000, 000 285, 750 15% 3, 000, 000

5, 000, 000 - 558, 750 20% 5, 000, 000

"(b) Tax payable by donor if donee is a stranger. - \Wen

the donee or beneficiary is a stranger, the tax payable by the
donor shall be ten percent (10% of the net gifts. For the purpose
of this tax, a stranger is a person who is not a:

"(i) Brother, sister (whether by whole or half blood),
spouse, ancestor, and |ineal descendant; or

"(ii) Relative by consanguinity in the collateral line
within the fourth degree of relationship.

"“(c) Any contribution in cash or in kind to any candi date,
political party or coalition of parties for canpai gn purposes,
shall be governed by the El ection Code, as anended."

SEC. 5. Al laws, decrees, orders, rules, regulations and
ot her issuances, or parts thereof, inconsistent with the
provi sions of this Act are hereby repeal ed or nodified
accordingly.

SEC. 6. This Act shall takc effect upon its approval.

Approved,
NEPTALI A. GONZALES RAMON V. M TRA
Presi dent of the Senate Speaker of the House

of Representatives

This Act which originated in the House of Representatives



was finally passed by the House of Representatives and the Senate
on February 7, 1992.

ANACLETO D. BADOY, JR CAM LO L. SABIO
Secretary of the Senate Secretary Cenera
House of Representatives

Approved: My 15, 1992

CORAZON C. AQUI NO
Presi dent of the Philippines



