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EXPLANATORY NOTE

Taxation is the very lifeblood of the State. It is an inherent power that allows the State
to provide goods and services for the jurisdiction it serves. Thereby, it must not only
be fiscally adequate and administratively feasible — it must be fair and unhindered. In
line with this, the fourth package under the Comprehensive Tax Reform Program
(CTRP) of the Duterte Administration is hereby proposed as the Passive Income and
Financial Intermediary Taxation Act.

The bill seeks to reform the taxation of the financial sector, including capital and
financial sector, including capital and financial services, to be simpler, fairer, more
efficient, and revenue neutral. As of the moment, there are some 80 tax rates and tax
bases pertinent to the financial sector. The combinations of applicable tax rates on tax
bases upon meeting certain qualifiers results in a complicated tax map with plenty of
room for tax arbitrage or sly mechanisms to reduce a taxpayer’s liability. This
complexity entails high administrative and compliance cost, and discourages more
transparent returns since taxpayers end up paying different taxes derived from the
same base. The bill also encourages capital market development by adjusting, if not
removing altogether, taxes that deter legitimate movement towards initial public listing

of companies.


















interest income and gains granted to long-term instruments and securities prior to the
effectivity of this Act shall remain exempt.

SEC. 37. Implementing Rules and Regulations. = The Department of Finance, in
consultation with the Securities and Exchange Commission, Bangko Sentral ng
Pilipinas, Insurance Commission, the Bureau of the Treasury, and the Bureau of
Internal Revenue, shall issue the implementing rules and regulations for the effective
implementation of this Act.

SEC. 38. Separability Clause. = If, for any reason any article or provision of this Act,
or any portion thereof, or application of such article, provision, or portion thereof to any
person, group, or circumstance is declared invalid or unconstitutional, the remainder
of this Act shall not be affected by such decision or declaration.

SEC. 39. Repealing Clause. = The following laws or provisions of laws are hereby
repealed or modified accordingly and the persons and/or transactions affected herein
are hereby made subject to applicable taxes on interest income, dividends, and capital
gains, gross receipts tax, premium tax, and documentary stamp tax under the National
Internal Revenue Code of 1997, as amended:

(a) Section 9, insofar as the tax exemption on the issuance of bonds and
securities is concerned, of Presidential Decree 1648, known as “Reorganizing
The National Development Company and Establishing A Revised Charter
Therefor”,

(b)  Sections 6, 7, and 8, insofar as tax exemption on interest income, capital
gains, and documentary stamp tax is concerned, of Executive Order 603,
entitled “Creating A Light Rail Transit Authority, Vesting The Same With
Authority to Construct and Operate The Light Rail Transit (LRT) Project and
Providing Funds Therefor”;

(c) Section 14, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of Republic Act 7354, entitled "An
Act Creating The Philippine Postal Corporation, Defining Its Powers, Functions
And Responsibilities, Providing For Regulation of The Industry and for Other
Purposes Connected Therewith”;

(d)  Section 12, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of Republic Act 4850, entitied “An
Act Creating The Laguna Lake Development Authority, Prescribing its Powers,
Functions and Duties, Providing Funds Therefor, and for Other Purposes”;
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(e) Number 8, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of Presidential Decree 37, entitled
“Creating The Nayong Pilipino Foundation”

4] Section 12, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of Presidential Decree 205, entitled
“Creating and Establishing The Development Academy of The Philippines,
Defining Its Powers, Functions, and Responsibilities, and for Other Purposes”;

(g) Article 202, insofar as tax exemption on interest income, capital gains,
documentary stamp tax, and premium tax is concerned, of Presidential Decree
442 as amended by Presidential Decree 626, entitied “Labor Code Of The
Philippines”;

(h)  Section 10, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax of subsidiaries of Philippine Aerospace
Development Corporation is concerned, of Presidential Decree 696, entitled
“Revising Presidential Decree No. 286, dated September 5, 1973, as amended,
otherwise known as The Charter of The Philippine Aerospace Development
Corporation and for Other Purposes”;

(i) Section 2(g), insofar as tax exemption on interest income is concerned,
of Republic Act 85, as amended by Republic Act 2081, entitled “An Act Creating
The Rehabilitation Finance Corporation”;

)] Sections 76, 77 and 98, insofar as tax exemption on interest income,
dividends, capital gains, and documentary stamp tax on bonds is concerned, of
Republic Act 3844 or The Agricultural Land Reform Code;

(k) Section 37, insofar as tax exemption on interest income, capital gains,
gross receipts tax, and documentary stamp tax is concerned, of Republic Act
6848 or The Charter of The Al-Amanah Islamic Investment Bank of the
Philippines;

() Sections 10, insofar as tax exemption on interest income is concerned,
of Republic Act 3591, as amended by Republic Act 9576 or An Act Increasing
The Maximum Deposit Insurance Coverage, and in Connection Therewith, To
Strengthen The Regulatory And Administrative Authority, And Financial
Capability of The Philippine Deposit Insurance Corporation (Pdic), Amending
for this Purpose Republic Act Numbered Three Thousand Five Hundred Ninety-
One, as amended, otherwise known as The PDIC Charter, and for Other
Purposes;
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(m) Section 12, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of Executive Order 1037, entitled “An
Act Creating The Philippine Retirement Park System, Providing Funds Therefor
and for Other Purposes’;

(n) Section 19, insofar as tax exemption on interest income and
documentary stamp tax is concerned, of Republic Act 8763 or Home Guaranty
Corporation Act of 2000;

(0) Section 19, insofar as tax exemption on documentary stamp tax is
concerned, of Republic Act 7279 or The Urban Development and Housing Act
Of 1992;

(p)  Section 8(a), insofar as tax exemption on interest income, capital gains,
and documentary stamp tax of bonds is concerned, as provided under Section
1 of Republic Act 6395 or An Act Revising The Charter of The National Power
Corporation;

(g0  Section 15, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of PD 334, entitled “Creating The
Philippine National Oil Company, Defining its Powers and Functions, Providing
Funds Therefore, and for Other Purposes”;

() Section 16, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of Presidential Decree 1467, entitied
‘An Act Creating The Philippine Crop Insurance Corporation, Prescribing Its
Powers And Activities, Providing For Its Capitalization and for The Required
Government Premium Subsidy, and for Other Purposes”;

(s) Section 3, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax of bonds is concerned, of Republic Act 3601,
entitled “An Act Granting The National Irrigation Administration”;

t) Section 6 (a, xviii (2)), in so far as tax exemption on interest income and
documentary stamp tax is concerned, of PD 1485, as amended by PD 1770,
entitled “Reconstituting The National Grains Authority to The National Food
Authority, Broadening its Functions and Powers and for Other Purposes’;

(u)  Section 5 (e), insofar as tax exemption on interest income, capital gains,
and documentary stamp tax on bonds is concerned, of Republic Act 6260,
entitled “An Act Instituting A Coconut Investment Fund and Creating A Coconut
Investment Company for the Administration Thereof”;
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(v) Section 9, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax on bonds is concerned, of Republic Act 10744 Or
Credit Surety Fund Act Of 2014;

(w)  Section 20, insofar as tax on interest income, capital gains and
documentary stamp tax is concerned, of Republic Act 10693, entitied “An Act
Strengthening Nongovernment Organizations (NGOs) Engaged in
Microfinance Operations for the Poor”;

(x) Section 7, insofar as tax exemption on documentary stamp tax and
premium tax is concerned, of Republic Act 7111, entitled “An Act Establishing
The Overseas Workers’ Investment Fund to Provide Incentives to Overseas
Workers, Reduce the Foreign Debt Burden and for Other Purposes”;

(y) Section 56, insofar as tax exemption on interest income, capital gains,
and documentary stamp tax is concerned, of Republic Act 10801, entitled “An
Act Governing The Operations and Administration of the Overseas Workers
Welfare Administration”;

(z)  Section 5, insofar as tax exemption on interest income is concerned, of
Republic Act 8367, entitled “An Act Providing for the Regulation of the
Organization and Operation of Non-Stock Savings and Loan Associations”;

(aa) Section 28, insofar as tax exemption on capital gains on shares of stock
and documentary stamp tax is concerned, of Republic Act 9267 or The
Securitization Act Of 2004”;

(bb)  Section 17, insofar as tax exemption on interest income, capital gains,
gross receipts tax and documentary stamp tax is concerned, of Republic Act
7906, entitled “An Act Providing for the Regulation of the Organization and
Operations Of Thrift Banks, and for Other Purposes”;

(cc) Section 15, insofar as tax exemption on capital gains and documentary
stamp tax is concerned, of Republic Act 9182, as amended by Republic Act
9343, entitled “An Act Granting Tax Exemptions and Fee Privileges to Special
Purpose Vehicles which Acquire or Invest in Non-Performing Assets, Setting
The Regulatory Framework Therefor, and for Other Purposes”;

(dd) Sections 13 and 14, insofar as tax exemption on DST and dividends is
concerned, of R.A. 9856 or The Real Estate Investment Act of 2009; and

(ee) Section 23, insofar as no deduction from gross income shall be allowed

in respect of any interest if the indebtedness is incurred to finance petroleum
exploration is concerned, of P.D. 87, entitled Amending Presidential Decree No.
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8 Issued On October 2, 1972, and Promulgating an Amended Act To Promote
The Discovery and Production of Indigenous Petroleum and Appropriate Funds
Therefor.

(f) Section 6, insofar as tax exemption on interest income, dividends and
capital gains are concerned, of RA 6426, as amended.

SEC. 40. Effectivity Clause. - This Act shall take effect on January 1, 2020, or fifteen
(15) days after its complete publication in the Official Gazette or in at least two (2)

newspaper of general circulation, whichever comes earlier.

Approved,
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