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THE OFFICIAL QUARTERLY NEWSLETTER OF FORTUN NARVASA & SALATAR

Tax Exemption for Minimum
Wage Earners and Increasead
Tax Exemptions

A b meadgne that will pravide sabriastiial financial
rerllal 1o taxpayars who [l wilkin 18 covermgs wos
pisgernlly flgnod inbo i, Ropublio Aol (RA) Mo, BB
will axampd workers aaming (ho minsmwm wage [eom
tha paymont of incoma tng, nnd will also axampb thias
haliday pay, owerlimea pay, nlghl abelt differontiol. and
hazard poy Trcom ncomd lax. Tha lerm “minimuem waga
anrnar” ratars 1o o workar o e privato soclor pald s
stalwiory minimum wapgae For an amployes 0o lhe
pablic sactor, the minimum wago shall b adgulvalant 1o
tha statulory  mindmdm wages  [or nos-agneuliural
r:||||::\-'-;:|l,rvq_-|1:; praacribad in tha place whare he has baan
iaslgned iowark,

Apart from the tax exempilon for minimum wags
aamera, the law will provide for an incraase in lhe
personal exemplion of all taxpayers, From ha curmanl
F20,000 parsonal exemplion for o singéa fagpayer,
P25,000 Tor the head of & famlly, and F32,000 for a
married individual, ihe tax examplion will be fized at
PE0,000 The addidional exempiion for depandants will
be increased from P3,000 o P25,000, In addition bothe
repriaye in financial burden for lakpayers, this s alao
good nenws for amplovers who will be relleved of the
current burden of obtaining the numerous
documentary requirements from employeas o
astablish their civil sialus for (@x purpnses,

Furlhermarg, the opttonal deduciion which an

insfividual enpaging In irade or business or pursult of
prafession may claim, Inlleu ol the lemized deduciion
of husiness axpenses, will ba ncreased from 10% of
graas income lo 40% of gross sales or radeipls.
Domestlc corporallons  and resident laraign
corporabons shall also be given tho oplica 1o avail of
the opllonal deduclion oquivalanl (o 4005 of Qross
income. The adpstmont of e rote of the slandard
opdlanial dioduction e Individunls and Introduction af
this optional standard  deduclion lor corporations s
pEpoctod to ganerate addilienal ravanuee lor fhe
fowamment,

Thio logee umed s HRal with the simplification of the
computation of Wnxes and aleninalan of tho nedd 1o
||_|:-|l[| camplns mcordd  and alhar documants 1o
wubatnnllata prpannag, Indlvidusio
anepping i businoss or prockiza of profossion will b
arlicod 1o ropond Wher Ineome wnd oy carmacl e,
whouled be nodad thot while the mta w ke aomn, tho
Pl In diforant: Tor individuals, i 0% apbional

deriluie ok i

daduction shnll bo based Gn grosn salog, S&ilo 1o
corporalions; 1 sholl b basod on gross camda, Tho
difinifion el gross sales s different from that of grogs
incomo. Gross saled (s tha bkl amaunt sl which goadn
or sordces ame sokl, Grofs InGome 1§ gross sales
milrus goat ol goady gald or cost ol Gorvicas

Cinn inlesrpratation fhat e bean sufmitod @ that o
corporalian apling o avail ol the wiandard doduction
will be Allowad o clalm eopl of goods sold or cosl of
parvice ps B deduclion from ils gross snles pus @
ptandord daduclion = e
aejuid] 1o 0% of 1 Qross
Income, On the olher
hend, an Individual
angaged in busingss oF
practice of & proleasion
shall ba  allowed o
doduct s coal ol
goadalsemvice plus a
slandard deduclion equal to 40% of ils gross sales or
gross receipts, Wilh thes indarpratalion, the ndividual s
54_||_'|jr_||;;l ta g beagar amount of iIncoma 1ax bacause il can
cAaim a higher amount of standard deduciion,

Anoiher interpretation i that an individua! opting for
Ing standard deduction will be allowed to claim a
deduction equal 1o 40% only of gross sabes, walh no
deduction for cost of goods soldiservice. This puta
indivichenl taxpayers 8l a less favorable position
comparad to thatof a corporation,

SEE Tax Exemplion.., page 2
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New Tax Guidelines on Shares of Stock
Held as Capital Assets

The Bureau of
Intermal Revanus
g (BIR} racently
publlshed
i Reavenuamn
Rogulatiens {RR})
M. B-2008, providing the tax rulas for the sale, barer, exchange or other
forms of disposition of shores of stock classified as capital assals,

The ragulation siates ol for shares diready listed and fraded through
fha bocal siock oichange, the slock ransacton Lax of 172 of 1% of the
gross salling price or gross valuo in monoy of the shares of siock shall
apply I all sabes, rades, o iransactions through the frading syslom
andior e facilitlos af the lneal sleck axchanga, Ineluding block sales of a
lintad slock,

Thir roguiation aleo providos sl in psceriaining tis lax on initial public
afforing {also known os (ha 1PO 1ax), tha rale of tax applicable on the
primary and sacondary offerdngs will bo soparatoly compualed, Tha rallo
al nach ype of offarng 1o tho olal sulstanding sharos will be idenlifiod
and usod soparslely, rather than using o oggregatod numboer of shaoas
frewm §his bt Iy of offaring, A such, the rale of 1IPC o ondhe primn
alforing may b diforon from the ke 1o b uied o the socondary
alfaring, In oddition, e rogulobion oo providos sl folios-on of follog-
fhrough offarings of shoms by the lsted compony shall fo ngor be
auidsfoal bo ke PO 1o A folboweon or followsthrowgh offareg @6 an alforing
af harea fo tho puble subreguant toan PO,

Ao regards ihe anlo, bortor or éxchongo of shared af slock nob radegd
ihraugh thi locol slock axchange, s net capial gaing nol axceading th
mirvoLint of 100,000 ahall be subjact 1o o bl eale of 6% whils thoas in
excaas of P100,000 shall be subiect 1o 6 tex eale of 10%, 11 should ba
notid sl B pmilnr guldebing in e Tax Codo axplicily rofers cnly bo e
sale, barter or exchange of shares of stock ol o domaatic eorporaticn not

Tex Examption,.., from page 1

Thea law
amends
Seclions 22, 24,
i 34, 35, 51, and

70 of R.A. BAZ4

or fha Nallonal

Inlernal

Revenue Code

al 1997 and will

lake effect 15
days after its publication. If will b inleresiing fo see how Bureau of
Internal Revenua (BIR] interprels Ihese provisions and how the changes
in taxation will be implemented as the BIR now conducts public haarings
b bz able io prespare the impdermenting rules.
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fraded through the local stock exchange, Prior to the new regulation, the
praclice has been ioincluds gains from sales or disposition of shares af
atock of a foreign corporalion as parl of ather income subject to regular
income fax rakes, and the ensaclion is nod coverad by the 5% ar 10%
capilal gains tax. With this development, ransaclions involving stocks of
foreign corporalions outside local exchanges may also be taxed using
the 5% or 105 tax regimsa.

In deslaemibning the selling price, fair market value, and cost of tha
shares disposed, axisling guidelines and somo new rules ware included
inthe ragulation

Forthe selling price, tha following guidalines ware provided;

W

I case of cash sala - the salling price is tho 1oial considaralion per

daad ol galo;

= I b considaration s parly in money and parly in kind - he solling
price s tha sum of cash or money recobad plus the falr markel value
af tha praporty recalvad,

= Incand ol exchangos = the salling prico s U fir markol vales of the
prapory radalvad; ond

= |f the folr markel valee of the sharos of slock sold, barared or

axchanged la greaber than the amount of amaunt andfor fair markist

wilu of th proparly rocalvoed, i oxcess of o falr markol voleo of

this sharos of atock digposod cyar b amound of mosay and e far

rmnrkat valus of tho progorly, 0 any, rmcalvod ne conaldasaban ahall

by ehepinimoiacd o il mibfoed 1o Eho dones's bnk,

Thir rw ropulslicn clarfiod that th falr marke] volue of shares of
alack nod liated and trodod through tha loeal gloak axehnngs s tho Book
vilun of tho shores of stock an shown in e finonsial siotomonts duly
cerlifiod by on indepondent cortiied publis aceountant nearast o o
dota of sale, Sn the othar hond, thi Tale markal valuo of Hatod sharos
disposod, sold or axchonged outaide the rading syatom or iha el sock
prchangs shall bo (e closing prico on the day whan tha shares are eold
irpnslaered, or axchangsd, YWhen no sale s mado in fhe kol slock
pxchangs, tha clouing prico an the doy nearesl o the debe of eals,
iranslar or axchings of ihe shares will b used

The regulation dops not amend the rles far e coal bosis 0
datarmining the capial gains or logsas i the shares of slock sre poquired
by purchase,  Howsver, new guidalines ware added for Iransactions
invalving shares of stock acquired by devisa, bequast ar Inheritancs (fair
miarkel value of tha propery at ihe kme of tha dealh of the decedan);
peauired by gift (valuwe or basis used by the denor or e B8] preceding
owner by whom i was nod acquired by gift), and those acquired for
inadequale conslderation {amount paid by tho iransferes for the
property), Lasly, the guidelings for determining the subsiituted basis of
L Tres exchanges of shares of stock copy tha rules provided In Sechan
dHEW2) of the Tax Codao,

The new regulation consolidatos the existing lax rubes applicable to
these transaclions and provides now quidalines inlended 1o clarfy the
treatmant of carain ransactions, Companles or individuals holding
sharas of slocks lor invesiment purposes are edvised o take note of the
niava guichelines and rules,



The Cheaper Medicine Law

Fepublic Act {R.A) Mo, 2062 {the Universally Accessible, Cheaper,
and Cuality Madicine Acl of 2008} infroduces sweeping reforms aimed
atl fow'ering thin cost of medicines in the market, Wilk R.A, 9052, the
Philipping Intermational Trading Corporalion (PITC) can conlinue s
parallal imporation of palented medicines from other coundries whera
pricas are significantly lower than the pravalling price intha Phitppines
I may even include more brands and types of medizines in He list of
imparta. Privato
groups af
arganizations  will
dlso bo able 1o
g imporl  madicinas
chiraclly from othar
. couniines provided
= that they registar
with thie Buredu of
Food and Druga
(BFADY, Drup
ouwtlels orl
pharmacios ara
nosw mkandatod bo
carry & varaly of Brands, incleding thoge broughl in through pamliel
imparation, in order o provido conpamseng with more choloos, Tha
BEAD In rivlinlizead with the grond of logiokaive imprimaiur g eeloi s
ravanues for the wpgrading of (e focilithos, squipmosl amsd Buman
rasourens, This will holg BFEAD in e goasl of ensuring thot all imposad
mardicinos arm af high gunlity,

Thr nowy law amaends thin Intellocbenl Propary (1P Code (R A, 82003}
by diaclnring the lollowing as non-palenlablo: ke mom discovary of n
i farm ol & now pragorty of o keown subslancs which doas nol resull
i fhee anhancamand of the knosa efficacy of that subsiance; the menm
dflgeovary of any naw proporty or new use for |
il knosm substonco; or the mam uso of 8
Known process unless such now procass
Rl b nevs preduc] Bl omploys ol loast
ofd naw  reaclonl. Another amaendmont
providig (hal the awnor of a pafont bas no
fight do provont third partios from using & #£°
patant withowl his aulhorlzation aflar a drug
ar madicing has bean inroduced in tha
Philipplnes ar anywhare alse in ihe world by
lrvix palant holder or by any party suthorizad
It ik tha invantion, The law also allows the
govarnmant bo use pateniad drigs when the &
inbizrast of the public Is at stake. The Presidant is given the power io
impose price ceilings on variows medicines, including those that are
usedd for chronic flinesses and life-ihreatening conditions. The Ganerics
A (RLA BETH) was also amanded so thal all genanc drugs will carmy a
labal which indizates ihat the product has the eams therapaulic effect as
any alher product of the eame make. The Pharmacy Law (RLA. 5521)
was also amended o allow supermarkeis, convanience stores, and
clher rotail aslablishments to sell over-the-countber or non-prescripton
rdicings in thadr original package o container, or in guaniities not in
thizir ariginal conlainors,

Expansion of the Court of

a503

Republle Acl (R.A] Mo,
Ivfreduces landmark changes fo the
e organizational slruciure of Court of Tax
Appoals [(CTA)L In addilion fo being
raigad 1o the same levael as thal of the
Courf al Appeals (Ca), the CTAmMay now
il on bane or in thrae (3} Divislons, each
consisling of lhree (3) |ustices, The
numbar of CTA justices was abtao
increasad  rom s (6] 1o nine {89),
consdating ol a prasiding jusics and osghi
(B] associate justices, Flive (5] |ustioee
ateall canstifuto o guarum for sossions o
D aned o (21 Juslicos for soessions of
a Diviglon, The CTA Jusiices shall havo the samo quolifications, sank,
category, salary, amalumants and oihor privilagas, be subjoc o tho sama
digqualifcations, and enjoy e sama solivement and slhar bonefits aa
thoss provided for unsdor esbstiog bws for the prosiding jusiies and
nsgocile fuslicos of tho Go. Tho mow e will belp haston the dispositan
of tax cosed and incronso revanues for tho govammaenl o fund socil
parrviead, food, oll and sducation subbidins and infrastructuro, RA 0503
it slggniod Inles low s June 12, 2008 and will foko effocl 16 doyva aftor s
pubilkzation in o lossd o nowspopers of genoral airaulation.

NCIP Transfers to the DENR

By virluga of
Esoculive Crider Mo
) T24, e Dhrparfment
al Envlionmont aned
Muturnl Rosourcos
{DENR] i laakad 1o aoorclig supardsion and conlel ovar (e National
Commisaion on Indiganous Peophes (NCIP), The rsnsler of tis MCIP from
the Deparimant of Land Relorm (DLR) 1o the DENR & described ag o
rmaaaure wiich will ald in preaerving the cullusa and nalural hantags ol o
couniry's iIndéigencus pacples, The iransfer iakes efactimmeadiataly,

The moyva will allow DEMR o leverage control and Influence thi
implemanialion of the Indigenous Peopies Righls Act{R.A BT 1) and alao
of other policies which affact indigenous peoplas such as the Philippdne
Mining Act [FLA. T042), It will aleo expedite the approval of granis anid
concessions wilh one-siop shop processing in cases where the Fres and
Prior Informad Consant (FPIC) of the indiganous peoples are required, e
whera developmen projecis are situated in sreas occuplad by indigenous
pooglos, The transfer s expected o heighten the coliaborative effor
batween Lhe oficials of the two agencies in ensuring & balance betwasn
the cultvalion of market interasts over nalurel resources and the
protaclicn of the rights of indigenous cullural communidies in femresinal
araas and maring resources. | is mporant 1o node that based on the
FPhilipging Assael Raform Roporl Card by the Philippine Partnership for ihe
Dawvelaprment of Human Resourcas in Rural Areas, more than half of the
priarky miring projecls of lhe counlbry cyarap or are found within ancestral
ciomiing, Logaing is also a major extraclive indusirg present in ancestral
domaing, As such, the coordination and crilical engagemaent bobween the
two govemment agencees 5 vilal o tha proger ulilizalion and safeguanding
ofthe natural resources In profected areas and anceslaal damains,

LEGAL FIMESSE | 03



