. Republika ng-Pilipinas -
- (Republic of .the Philippines) -
MINISTRI NG EDUKASYON AT KULTURA
- (MINISTRY OF EDUCATION AND CULTURE).
R Maynila : g

.May 6, 1982 ,

MEC MEMORANDU N
o, 123," © s.- 1982

" WITHHOLDING TAX ON SALARIE9/WAGES
AND REMITTANCE THEREOF .

To: Deputy Ministers

Assistant Secretaries R
Bureau/Cultural Agency Directors

Chiefs of Services and Heads of Units
_%chooés-Snperintendents R S R
Presidents, State Colleges and Iniversities

Heads of Private Schoolg,'Cn]leées_azgléiisérﬂgL,i
 Vocational Scheol Superintendende it Fe gt

1. Conformably with a letter dated March 29, 1962
from Acting Commissioner of Tnternal Revenue Ruben B.
Ancheta, this Office enjoins g1l heads of scheols, both
. public and private, throughout the Philippines, to with-
. hold the correct taxes on salaries. and wages and make
timely remittance to the Bureau of Internal Revenue of the:
gmounts withheld, The funds to be raised from this source
will be used to finance the different development projects
w..of_thefgovernment; S : o e
2. Tn this connection, & Copy of Revenue Memorandum
C¢ircular No. 5=~82 ig inclosed -for the necessary guidelines
in the implementation of the new law on-the withholding of
tax on salaries and wages. o - .
B In order to avoid any future inconvenience or
qifficulty, the field is reminded of the atiff penalties
srovided Tor under Section 97 of theQTEX,COde;”aSmamenﬂed _
by PD, 1773 for failure to
- 4o remit to the Bureau of In
withheld. - ‘ )
4, gtrict compliance with th
. Memorandum 18 reQuested._j :

ternal Revenue the amounts

e3coﬁtenté of this

(SGD.) - ONOFRE D. CORPUZ
T - Minister

deduct and withhold or failure -



Incl.: - :
- As stated

Reference:
" N omne
Allotment: 1-2~3~4~=(D.0, 1~76)

‘To be indicated in the Perpetual Index
~under the following subjects:

BUREAUS & OFFICES

_ EMPLOYEES -

 LEGISTLATION

OFFICTALS
RULES & REGULATIONS
SALARY .
TAXES <
TEACHERS



- . Incomes.

(Inclosure to MEC Memorandum No. 123, s, 1982)

REPUBLIKA NG PILTPINAS
- MINTISTRI NG PANANATAPT
KAWANTHAN NG RENTAS INTERNAS -
Lungsod ng Quezon:

January 21 1982
REVENUE MEMORANDUN’CIRCULAR NO 5 82

SUBJECT ¢ Publishing the Features of Batas Pambansa

' ' Blg. 135 Amending Certain Provisions of the
National Internal Revenue Code of 1977, as
-amended, and Prov1d1ng for a Modlfled Grogsg
. Income: TaX System.

T @ s A1l Internal Revenue Offioers and_Others_COnoerned

“For the information and guidance of all conoerned the
following are the essential features of Batas Pambansa
Blg. 135, 4

The schedular approach is used whereby income is :
classified into three categories, namely: I, Compensation
Tncome of Individuals; II. Income of Individuals from -
 Business, Trade, Profe331on, or Vocatlon and II1I. Pagsgive -

CATEGORY I ~ COMPENSATION INCOME"

Coverage. - Income arising from employer-employee‘
reletlonshlp 1nolud1og the following: ~

1, -Salarles, wages, compensatlon, emolument and
- honoraria; - 5
2, ~Bonusesy - : -
3. Allowances such as transportatlon, representa—
. tion, entertainment and the like;
4, Fees (1nclud1ng director's fees pald to a
- diréctor who is at the same tlme an employee
“of the payor) . .
. '5, - Taxable pensions; and '
6, Other incomes of similar nature, including
' _oompensatlon paid in kind. ;

B. EXCluSlOnS.-— The follow1ng income 1tems are excluded:

1. Actual, moral, exemplary and nominal damages
: recelved by the employee or his heirs pursuant
to.a final judgement or compromise agreement
~ arising out of or related to an employer— '
_employee relatlonehlp.



2. All
Tax

itemg enumerated under Section 29 of the
Code, as follows:

Life Irsurance
Amount recelved by insured as retLrn
of premium;

Gift, bequeu136 and devnceﬁ- _
-Interost on Government UerlltleS'

Compengation for injuries and. 81ckness,
Income exempt under treaty; ,

Retirement benefits, pensiong, grat01tles,
etc.; and

Llscellaneous itemk

1) Tucome reoelved from theilr investments
in the Philippines in loans, stocks, bonds
or other domestic securities, or from '
interest on their deposits in banks of the
Philippines by :

(a) foreign govermments (b) financing

-1nst3tutlon° owned, controlled or
enjoying reflnan01ng from them, and
(cg international or regional finalle~
ing institutions eutabllshed by
wovernments.

' 2) Income derived from aLy publlc utility

or from the exercige of any essential govern-
mental function accruing to the Government
of the Philippines or to any political sub-

‘division thereof,

L3) Indome derived as rewards under R.A.
. No. 2338,-as amended by P.D. No. 707.

4y TInterest earned from deposits maintained
with a -bank under the expanded forelgn currency
depogit system, : .

Ce Exemptions, -Only personal and additional exemptions

are
For

For
For
FOr

deductible. These are:

gingle individuals or those 1ega11y
separated from his or her spouse . . (P3, OOO)
Heads of Pamily « o o o = o « o o o (P4,500)
Married Pergons . . "« e » o (P6,000)
each qualitied dependent but

not exceeding four « « v o o« « « o W« (P2,000)

Where dépendents exceed four,

additional exemption for each

- child who qualified as dependeﬂt

prior to Jamuary 1, 1980 . . . . . . (P1,000)



s

Deductions. - The folléwing-afe not allowed.

1. Optignal standard deduction;
2, Itemized deduction; and 9

3. Deduction for the working wife,

Tax Rateg. -~ The rates range from_O% to 35% divided

u Qin%o 10 prackets as follows:

-'th.éver £2,500 -
... Over P 2,500 but not over P
n_Over P 5,000 but not over T

Over P 10,000 but not over B 20,000 P .- -17

P 87

- Over P 40,000 but not orer £ 60,000 135507
Qver P 604000 but not over P100,000 F 6,0

- Over P500,000

' fﬁe Tax determamed l_'i.}f) -YAYS:
~ tax table. o

9. Tinal Withholding TeX - Taxes W

5,000 P R A o
10,000 P -.-Zgui "?& of excess -over I 5900@
. f over P
O B Bt o o foson0 b 575 + 1 o chene over F 20,000
: '"45§ of excess over P ho:mom'
1‘9"’ iy . conasevmeme v - ¥ -
+ olgh of excess over F100,00
+ ' Fan0,000 -
.

5

A ==

v _ ER
ver P100,000 but not over P250,000 F 13,675

Qver P250,000 but nat . over H00,000 T 49,675

L : . P12, 17

?Q% N v crase OVer”
s of excess over

d md‘ﬁct__'and -Wi'thhold

Withholding Tax;ﬁﬂaThé‘emp10YQr.chQJT
VJJ.th 'th!:’ -_ now W’J.f;"l.:?rh{v:'} EEESY:

cordanae

3=_Thé'withholding tax is either of the,fOIQOWingi_'
yithheld from the

following employees deriving QompensatiOﬂ_income

from only one emplcoyer shall be deemed final:

" a. Single-or married individuals but legally

o geparateds o . _ . o

b.  Heads of familys

Ce - Marriedﬁindividu
‘and only. one of.

”;.:tionﬁincome;_and -

d.'-Married‘individaals when not 1ega11y'separated'

" gnd both spouses receive compensation income

In this cage,  the

es as a single

eir joint compens

he correct with-

.

als when not 1ega11yjseparated-“
the spouses receives compensa-

from the gamé employer.

"~ employer shall treat the gpous

taxable unit by aggregating th

gation income-il determining 1t

_ holding tax. - I
o, Creditable Withholding Tax - taxes withheld by more
loyer from individuals, whether single,

4 of family orvmarried,'shall not be deemed final

put may be applied against the tax due per income
taX-return-required to be filed under Section 45a(2)

of the Tax Code.

ot B V¥ ot S -

£500,000
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Every employee receiving wages shall file with

his employer & signed withholding exemption certife=

icate,, in triplicate, on Form W~4, relating to the

- number of withholding exemption unite claimed which

in no case shall exceed “the number to Whlch he is
legally entitled.

A new Wlthholdlng exemptlon certificate shall
be filed within 10 days from the time a change in
his personal status and number of dependents occur.
New employees shall file the required certificate
with their employers within 5 days from the start of
employment. -

: If an employee fails or 1efuses to. file the
withholding exemption certificate, the employer
shgll withhold the taxes preecrlbed under the
schedule for Zero exemption of the withholding tax
table. The personal exemption to which an employee
is entitled depends upon his status as single,
married, head of family, and the number of his

quallflod dependents (i.e., legitimate, recognized

natural or adopted children in accordance Wlth

'Seotlon 23 of the TaX Code, as amended)

Flllngfof Returne“

L.

3.

In the case of employees whose Wlthholdlng tax is

‘deemed final, the employers shall file BIR Form
No., W2-A to be aecompllshed by both the employer

and the employee°

Employeeswhose: w1thhold1nL tax are deemed credlta

.able shall file the revised income tax returns

(BIR Form No. ____ ) required to be flled under
Sec. 45&(2) of the Tax Code. ' .

The requlred return shall be filed on or before the.
elghteenth day of March- of each year.

"Penaltles. - Compensatlon income earners subgect to

final income tax are exempt from penalties for non-
filing of income tax returns. and non—payment of tax

on such compensatlon ‘income.

'Taxpayers Covered - Re51dents, whether citizens or

alieng shall be governed by the above scheme rela-
tive to compensatlon income. , ; . :



-5 ~

CATEGORY ITI

BUSINESS INCOME,.INCOME FROM PROFESSION,.TRADE OR VOCATION

A.‘. )

.-__,_Qé._ |
';TaX Gode.

_Coférage. = Income 1ncludes the follow1ng

Sl
-2
3.

Business and/or. trade income;

Income. from profegsion and vocatioh; and
A1l other incomes not covered by Category I
~ (taxable compensation income) and Category

- TIT Qp3881ve income).

'Exclu51ons. ~ The following 1ncomes are excluded:

Ea——

L.

o i

Gross compensatlon 1ncome and 1temg of’ gross
income subject to the final income tax, and
All items enumerated under Section 29 of the

Exemptlons. -~ The follow1ng scheme governs

2.

- The same levels of personal and addltlonal
_exemptiong ag in Category I are allowed
‘For taxpayers with mixed incomes (both

Category I and Category II incomes), personal
and additional exemptions shall be deducted

first from Category I income and any excess

thereof - snall be deductible frum Category IT
income.

-De&udtions,_“

1.

”T&Xp&yers,'eXcept non-resident aliensg'may

elect a sgtandard deduction in an amount not

exceeding 10% of his gross income without
T any max1mum llmlt or the 1tem1zed deductlon.'

Items of - deduction are allowed only if they &
are related to business, trade, profession or

-vocation, except in the case of charitable
- :and other contributions which shall remain _
‘deduBtIVIe ms previded by B.P. 45, - All other -

pergonal deductions such as tuition fees,
medical expenses, nonbusiness 1ntoreﬁt and
the llke are dlS&llOiOd.

.rTax Rates. - The rates range from )% to 60% lelded
into. five braokets as follows: _



Fe

L,

Not over P10,000 ' 5%

Over P 10,000 but not over P 30,000 P 500 + 15 % of excess over P 10,000
Over P 30,000 but not over $150,000 P 3,500 + 30 - of excess ’
Over B150,000 but not over P500,000 P 39,500 + 45% of excess
Over §5oo,ooo o L PLY7,000 + 60% of excess over P500,000

Filing. - Income earners under Catezory II, and mixed

income earners (both under Catégory I and Category II)

on a gingle return with two gchedules, one for Category 1.
and the other for Category IL, shall Tile their income

tax returns on or before April 15 of each year.

CATEGORY ITT. PASSIVE THCOME

Tax Rates.

1. Paggive income received bgmgggigggt_giﬁiggnﬁ“@ng

resident- aliéeng:

Qe

be

Tpnterest - The aggregate amount of exempt

interest of Philippine currency bank deposit
acoounts increased to 1,000 a year or P250
per quarter (originally P800 a year or £200

per quarter).

Final-tax of 20% on.inﬁerest frdm trust.

fund and similar arrangements.. -

[B.D. No. 1739 imposes the final tex of
15% on savings deposit and 20% on time depo-~

. gite and yield or any other monetaxy benafit

from deposit substitutes,/

Dividends and share of individual partnerF
Final tax of 15% of dividends received from

& domestic corporation and the share of an

individual parvtner in a partnership gubject

to tax.

Ce 'praltiésgn Final tax of-15%.'

over P 30,000
over P150,000



de Prizes and other winnin
. ge - anal Tex of 1
on.prizes (except prizes amounting to P3, Og%-
or less which shall be subject to tax under |
iicﬁlzl(bé at 5§ to 60% rates) and other
nnings (excep Ph:Ll1 D a S
takes w1nm¢ngﬁ) . 1ne.0h FIty. Sweeps

.ZY'Pas¢1ve 1ncone rece1vad by non~?eﬂmdent allen
_ _Whethex,or not cngaged Jn t1 ade 01", hrainess 4w kh
.Phiilpplne%e. : : ;

_ Flnal tax of 30% on: 63v1dend qhal in the net
-prOflt“ of a-taxable lebHUrShlp, 1qter gt,. royal-
ties, prizes and othnl winninges - '

" B. Wlthholdlng

o The tax on d1V1dends interest, ~u/114,nq5 P A ]
 other winnings shall be hlfhheld %v the prwcer Il e LTy
and/or person, and shall be fwnql. _ _

-C}fExclualon.ﬁ'
SLtS mnijnjned with - -a bamk

Interest edrned from depo
ency deOSlt Gyotem.

 under the expanded fO“PlgP cury

¢f6011V1t1 - Thc fore301ng amendments dhall be appll—.
cable to 1noomes earned on Janualy 1, 9 :

For purposes of 3P 135, the 1mp1ementdtlon thereof qhall-
“be governed by -theé rules and reaula+30n~ to be promulgated

by the Minister of FlnancL.
It is deblred +hat thje Clroulwr be rlven ae Wlde a
publicity ag POSS Jble,' , _ :

(SGD ) RUBEN Ba ANCHETA
w Commlssloner

‘ A frue copy



