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EXPLANATORY NOTE

This bill seeks to amend Sections 141, 142 and 143 of the National
Internal Revenue Code, as amended, by changing the tax system imposed on
cistilled spirits, wines and fermented liguors from the present specific tax system
to ad valorem taxation. The present specific tax system on cigarettes packed by
machine as provided in Section 145 of the NIRC is maintained, however, the
classifications are reduced to two-tiered rates.

All alcohol preducts such as distilled spirits, wines and fermentad liquors
will be subject to the same ad valorem taxation of 30% of the net retail price of
the product as determined by the Bureau of Internal Revenue through a price
survey conducted by the BIR itself or the National Statistics Office when
deputized for the purpose by the BIR.

The change in the tax system on all alcohol products especially on distilled
spirits will also address the alleged violation of the Philippines in the World Trade
Agreement - General Agreement on Tariff and Trade (WTO-GATT) regarding the
excise tax protection that the government is giving to distilled spirits by imposing
a different rate on local and imported raw materials used in the
manufacture/production of distilled spirits. This bill will eliminate the alleged unfair
competition amongst the manufacturers, producers and importers of alcohol
products.

The- proposed ad valorem tax system has the built-in mechanism to move
as the prices of distilled spirits, wines and fermented liquors increases. Likewise,



with the reduction of the classification into two-tiered rates on cigarettes as well
as the removal of the legislative provision contained in the current law and the
proposal prescribing that the specific tax rates will be adjusted based on the
appropriate price index for tobacco products as published by the National
Statistics Office, the specific tax rates will automatically adjust as the retail prices
of cigarettes increases. Accordingly, with the approval of the bill, the government
will generate additional revenues to narrow the deficit and fund the socio-
economic development measures of the national government.

In view of the foregoing, approval of this measure is earnestly sought.
{
Lt

DANILO E. SUAREZ

Fepresentative
2nd District, Quezon Province
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AN ACT
AMENDING SECTIONS 141, 142, 143 AND 145 OF THE NATIONAL
INTERNAL REVENUE CODE OF 1997, AS AMENDED"

Be it enacted by the Senate and the House of Representalives of the Philippines in
Congress assembled.

SECTION 1. Section 141 of the National Internal Revenue Code of 1997, as amended, is
nerehy further amended to read as follows:

"SEC. 141, Distilled Spirits. — [On distilled spirits, there shall be collected, subject to
the provisions of Section 133 of this Code, excise tax as follows:] THERE SHALL
BE LEVIED, ASSESSED AND COLLECTED AN AD VALOREM TAX OF THIRTY
FERCENT (30%) ON THE NET RETAIL PRICE OF DISTILLED SPIRITS, SUBJECT
TO THE PROVISIONS OF SECTION 133 OF THIS CODE

["{a) If produced from the sap of nipa, coconut, cassava, camote, or buri palm
or from the juice, syrup or sugar of the cane, provided such materials are
produced commercially in the country where they are processed into distilled
spirits, per proof liter, Eleven pesos and sixty-five centavos (P11.65):]

["(b} If preduced from raw materials other than those enumerated in the
preceding paragraph, the tax shall be in accordance with the net retail price
per bottle of seven hundred fifty milliliter (750 ml.) volume capacity {excluding
the excise tax and the value-added tax) as follows:]

["{1) Less than Two hundred and fifty pesos (P250.00) - One hundred
twenty-six pesos (P126.00), per proof liter;]

['{2} Two hundred and fifty pesos {P250.00) up to Six hundred and
seventy-five pesos (PG75.00) - Two hundred fifty-two pesos
(P252.00), per proof liter; and]



["(3) More than Six hundred and seventy five pesos (PE75.00) -Five
hundred four pesos (P504.00), per proof liter.]

["{c)] Medicinal preparations, flavoring extracts, and all other preparations, exce_p-t
toilet preparations, of which, excluding water, distilled spirits form the chief
ingredient, shall be subject to the same tax as such chief ingrediant.

['This tax shail be proportionally increased for any strength of the spirits taxed over
proof spirits, and the] THE tax shall attach to this substance as soon as it is in
existence as such, whether it be subsequently separated as pure or impure spirits, or
transformed into any other substance either in the process of original production or
by any subsequent process.

"Spinits or distilled spirits' is the substance known as ethyl alcohel, ethancl or spirits
of wine, including all dilutions, purifications and mixtures thereof, from whatever
source, by whatever process produced, and shall include whisky, brandy, rum, gin
and vodka, and other similar products or mixtures,

"e

Proof spirits' is liquor containing one-half (1/2) of its volume of alcohol of a specific
gravity of seven thousand nine hundred and thirty-nine ten thousandths (0.7939) at
fifteen degrees centigrade (15°C). A 'proof liter’ means a liter of proof spirits.

"Net retail price’, as determinad by the Bureau of Internal Revenue through a price
survey to be conducted by the Bureau of Internal Revenue itself, or by the National
Statistics Office when deputized for the purpose by the Bureau of Internal Revenue,
shall mean the price at which the distilled spirits iz sold on retail in at least ten (10)
major supermarkets in Metro Manila, excluding the amount intended to cover the
applicable excise tax and the value-added tax. For brands which are marketed
outside Metro Manila, the 'net retail price' shall mean the price at which the distilled
spirits is sold in at least five (5) major supermarkets in the region excluding the
amount intended to cover the applicable excise tax and the value-added tax.

["Variants of existing brands and variants of new brands which are introduced in the
domestic market afiter the effectivity of this Act shall be taxed under the proper
classifcation thereof based on their suggested net retail price; Frovided, however,
That such classification shall not, in any case, be lower than the highast classification
of any variant of that brand )

["A ‘variant of a brand' shall refer to a brand on which a modifier is prefixed andfor
suffixed to the root name of the brand ]

‘New brands, as defined in the immediately following paragraph, shall initizlly be
classified according to their suggested net retail price,

NEW BRANDS SHALL MEAN A BRAND REGISTERED AFTER THE
EFFECTIVITY OF THIS ACT.

“Willful understatement of the suggested net retail price by as much as fifteen
percent (15%) of the actual net retail price shall render the manufactursr liable for
additional excise tax equivalent to the tax due and difference betwesan the
unaersiated suggested net retail price and the actual net retail price.

(]



[Mew brand shall mean a brand registered after the date of effectivity of RE.A. Mo,
B240].

"Suggested net retail price’ shall mean the net retail price at which new brands, as
defined above, of locally manufactured or imported distilled spirits are intended by
the manufacturer or importer to be sold on retail in major supermarkets or retail
outlets in Metro Manila for those marketed nationwids, and in other regions, for those
with regional markets. At the end of three (3) manths from the product launch, the
Bureau of Internal Revenue shall validate the suggested net retail price of the new
brand against the net retail price as defined herein and determine the correct tax OF
THE [bracket to which a ] particular new brand of distilled spirits [, as defined above,
shall be classified]. After the end of eighteen (18) months from such validation, the
Bureau of Internal Revenue shall revalidate the initially validated net retail price
against the net retail price as of the time of revalidation in order to finally determine
the correct tax [bracket] OF THE [which a] particular new brand of distilled spirits
[shall be classified : Provided, however, That brands of distilled spirits introduced in
the domestic market between January 1, 1997 and December 31, 2003 shall remain
in the classification under which the Bureau of Internal Revenue has determined
them to belong as of December 31, 2003. Such classification of new brands and
brands introduced between January 1, 1997 and December 31, 2003 shall not be
revised except by an act of Congress].

['The rates of tax imposed under this Section shall be increased by eight percent
(8%) every two years starting on January 1, 2007 until January 1, 2011.]

["Any downward reclassification of present categories, for tax purposes, of existing
brands of distilled spirits duly registered at the time of the effectivity of this Act which
will reduce the tax imposed herein, or the payment thereof, shall be prohibited.]
EAISTING BRANDS OF DISTILLED SPIRITS SUBJECT TO TAX UNDER
REPUBLIC ACT NO. 9334 SHALL CONTINUE TO PAY THE SAME AMOUNT OF
TAX IF THE AMOUNT OF THE AD VALOREM TAX COMPUTED AGAINST THE
NET RETAIL PRICE PRESCRIBED HEREIN WILL RESULT TO A LOWER EXCISE
TAX

"[The classification of each brand of distilled spirits based on the average net retail
price as of October 1, 1996, as set forth in Annex ‘A’ including the classification of
brands for the same products which, although not set forth in said Annex'A' were
registered and were being commercially produced and marketed on or after Octaber
1,1996, and which continue to be commercially produced and marketed after the
effectivity of this Act. shall remain in force until revised by Congress.]

‘Manufacturers and importers of distilled spirits shall, within thirty (30) days from the
effectivity of this Act, and within the first five (5) days of every third month thereafter,
submit to the Commissioner a sworn statement of the volume of sales for each
particular brand of distilled spirits sold at his establishment for the three-month period
immediately preceding.

“Any  manufacturer or importer who, in violation of this Section, knowingly
misdeclares or misrepresents in his or its sworn statement herein required any
pertinent data or information shall, upon final findings by the Commissioner that the
violation was committed, be penalized by a summary cancellation or withdrawal of
his or its permit to engage in business as manufacturer or importer of distilled spirits.

(]



"Any corporation, association or partnership liable for any of the acts or omissions in
violation of this Section shall be fined treble the amount of deficiency taxes,
surcharges and interest which may be assessed pursuant to this Section,

“Any person liable for any of the acts or omissions prohibited under this Section shall
be criminally liable and penalized under Section 254 of this Code. Any person who
willfully aids or abets in the commission of any such act or omission shall be
criminally liable in the sarme manner as the principal.

“If the offender is not a citizen of the Philippines, he shall be deported immediately
after serving the sentence, without further proceedings for deportation.”

SEC. 2. Section 142 of the Mational Internal Revenue Code of 1997 as amended, is hereby
further amendad to read as follows:

"SEC 142, Wines — [ On wines, there shall be collected per liter of volume capacity,
the foliowing taxes:] THERE SHALL BE LEVIED, ASSESSED AND COLLECTED AN
ADVALOREM TAX OF THIRTY PERCENT (30%) ON THE NET RETAIL PRICE OF
WINES.

["(a) Sparkling winesichampagnes regardless of proof, if the net retail price
per bottle {excluding the excise tax and the value-added tax) is']

["{1) Five hundred pesos (P500.00) or less - One hundred forty-five
pesos and sixty centavos (P145.60); and]

["(2) More than Five hundred pesos (P500.00) - Four hundred thirty-
six pesos and eighty centavos (P436.80) ]

['(b) Still wines containing fourteen percent (14%) of alcohal by volume or
less, Seventeen pesos and forty-seven centavos (P17.47): and ]

["(c) Still wines containing more than fourteen percent (14%) but not more
than twenty-five percent (25%) of alcohol by volume, Thirty-four pesos and
ninety-four centavos (P34 94) ]

[‘Fortified wines containing more than twenty-five percent (25%) of alcohol by
volume shall be taxed as distilled spirits. *Fortified wines' shall mean natural wines to
which distilled spirits are added to increase their alcohol strength ]

"Met retail price’, as determined by the Bureau of Internal Revenue through a price
survey 1o be conducted by the Bureau of Internal Revenue itself, or by the National
Statistics Office when deputized for the purpoese by the Bureau of Internal Revenue,
shall mean the price at which wine is sold on retail in al least ten (10) major
supermarkets in Metro Manila, excluding the amount intended to cover the applicable
excise tax and the value-added tax. For prands which are marketed outside Metro
Manila, the ‘net retail price’ shall mean the price at which the wine is sold in at least
five (3) major supermarkats in the region excluding the amount intended to cover the
applicable excise tax and the valus-added tax,



[“Vanants of existing brands and variants of new brands which are introduced in the
domestic market after the effectivity of this Act shall be taxed under the proper
classification thereof based on their suggested net retail price: Prowvided, however,
That such classification shall not, in any case, be lower than the highest classification
of any variant of that brand.]

['A wariant of a brand shall refer to a brand on which a maodifier is prefixed and/or
suffixed to the root name of the brand ]

"Mew brands, as defined in the immediately following paragraph, shall initially be
classified according to their suggestad nat retail price.

"Mew brand' shall mean a brand registered after the date of effectivity of [ R.A. No.
5240] THIS ACT.

"Suggested nat retail price' shall mean the net retail price at which new brands, as
defined abave, of lecally manufactured or imported wines are intended by the
manufacturer or impeorter to be sold on retail in major supermarkeats or retail outlets in
Metro Manila for those marksted nationwide, and in other regions, for those with
regional markets. Al the end of thres (3) months from the product launch, the Burzau
of Internal Revenue shall validate the suggested net retail price of the new brand
against the net retail price as defined herein and cetermine the correct tax OF THE
[bracket to which a ] particular new brand of wines [, as defined above, shall be
classified]. After the end of sighteen (18) menths from such validation, the Bureau of
Internal Revenue shall revalidate the initially validated net retail price against the neat
retail price as of the time of revalidation in order to finally determine the correct tax
[oracket] OF THE [which a] particular new brand of wings [shall ks classified
Frovided, however, That brands of wines introduced in the domestic market between
January 1, 1997 and December 31, 2003 shall remain in the classification under
which the Bureau of Internal Revenue has determined them to belong as of
December 31, 2003. Such classification of new brands and brands introduced
between January 1, 1957 and December 31, 2003 shall not be revised excepl by an
act of Congress].

["The rates of tax imposed under this Section shall be increased by eight percent
(8% every two years starting on January 1, 2007 until January 1, 2011 ]

["Any downward reclassification of present categorigs, for tax purposss, of existing
brands of wines duly registered at the tims of the effectivity of this Act which will
reduce the tax imposed herein, or the payment thereof, shall be prohibited ]
EXISTING BRANDS OF WINES SUBJECT TO TAX UNDER REPUBLIC ACT NO
9334 SHALL CONTINUE TO PAY THE SAME AMOUNT OF TAX IF THE AMOUNT
OF THE AD VALOREM TAX COMPUTED AGAINST THE NET RETAIL PRICE
FRESCRIBED HEREIN WILL RESULT TO A LOWER EXCISE TAX.

['The classification of each brand of wines based on the average net ratail price as of
Cctober 1,1996, as set forth in Annex 'B'. including the classification of brands for the
same products which, although not set forth in said "Annex B", were registered and
were being commercially produced and marketed on or after October 1, 1995, and
which continue to be commercially produced and marketed after the effectivity of this
Act, shall remain in force until revised by Congress.]



"Manufacturers and importers of wines shall. within thirty (30} days from the
sffectivity of this Act, and within the first five (5) days of every month thersafter,
submit to the Commissioner a sworn statement of the volume of sales for each
particular brand of wines sold at nhis establishment for the thres-month period
immediately preceding.

“Any manufacturer or importer who in wialation of this Section, knowingly
misdeclares or misrepresents in his or its sworn statement herein required any
pertinent data or information shall, upon discovery, be penalized by a summary
cancellation or withdrawal of his or its permit to engage in business as manufacturer
or importar of wines.

"Any corparation. association or partnership liable for any of the acts or amissions in
violation of this Section shall be fined treble the amount of deficiency taxes,
surcharges and interest which may be assessed pursuant to this Section.

"Any person liable for any of the acts or omissions prohibited under this Section shall
be criminally liabie and penalized under Section 254 of this Code. Any person who
willfully aids or abets in the commission of any such act or omission shall be
criminzally liable in the same manner as the principal.

"If the offender is not a citizen of the Philippines, he shall be deported immediately
atter serving the sentence, without further proceedings for deportation.”

SEC. 3. Section 142 of the Mational Internal Revenue Code of 1897, as amended, is heraby
further amended to read as follows:

"EEC. 143 Fermented Liguors. - There shall be levied, assessed and collectad an
[excise tax on] AD VALOREM TAX OF THIRTY PERCENT (30%) ON THE MNET
REETAIL FRICE OF beer, lager beer, ale, porter and other fermenied liquors except
fuba, bhasi, tupuy and similar fermented liquors. [ in accordance with the foliowing
scheduiz:]

["(a) If the net retail price {excluding the excise tax and the value-added tax)
per liter of volume capacily is less than Fourteen pesos and fifty centavos
{P14.50), the tax shall be Eight pesos and twenty- seven centavos (P827)
per liter:]

["ib} If the net retail price {excluding the excise tax and the value-added tax)
per liter of valume capacity is Fourtesn pesos and fifty centavos (p14.50) up
to Twenty-two pesos (F22.00), the tax shall be Twelve pesos and thirty
centavos (P12.30) per liter;]

["ic) If the net refail price (excluding the excise tax and the value-added tax)
per liter of volume capacity 1s more than Twenty-two pesos (F22.00), the tax
shall be Sixtean pesos and thirty-three centavos (P16.33) per liter ]

["Variants of existing brands and variants of new brands which are introduced in the
domestic market after the effectivity of this Act shall be taxed under the proper
classification thereof based on their suggested net retail price: Frovided, however,
That such classification shall not, in any case, be lower than the highest classification
of any variant of that brand ] -



["4 “variant of a brand' shall refer to a brand on which a modifier is prefixed and/or
suffixed to the root name of the brand ]

["Fermented liguers which are brewed and sold at micro-breweries or small
establishments such as pubs and restavrants shall be subject to the rate n
paragraph (c) hereof ]

"New brands, as defined in the wnmediately following paragraph, shall initially be
classified accarding to their suggested net retail price.

"MWew brand' shall mean a brand registered after the date of effectivity of [ R.A No
8240] THIS ACT.

i

Suggasted net retall price’ shail mean the net retail price at which new brands, as
defined above, of locally manufactured or imported fermented liquor are intended by
the manufacturer or importer to be sold on retail in major supermarkets or retail
outlets in Metro Manila for those marketed nationwide, and in other regions. for those
with regional markets. At the end of three (3) months from the product launch, the
Bureau of Internal Revenue shall validate the suggested net retail price of the new
brand against the net retail price as defined herein and determine the correct tax OF
THE [bracket to which a ] particular new brand of fermeniad liguor [ as defined
apove, shall be classified]. After the end of eighteen (18) months from such
validation, the Bureau of Internal Bevenue shall revalidate the initially validated net
retail price against the nat retall price 23 of the tme of revalidation in order to finally
determine the correct tax [bracket] OF THE [which 2] particular new brand of
fermented liquor [shall be classified | Provided, however, That brands of fermented
liguer introduced in the damestic market between January 1, 19897 and December
31, 2003 shall remain in the classification under which the Bureau of Internal
Fevenue has delermined them to belong as of December 31, 2003 ZSuch
classification of new brands and brands introduced between January 1, 1987 and
December 31, 2003 shall not be revised except by an act of Congress].

"MNet retzil price’, as determingd by the Bursau of Internal Revenue through a price
survey to be conducted by the Bureau of Internal Revenue iiself, or the MNational
Statistics Office when deputized for the purpose by the Bureau of Internal Revenue,
shall mean the price at which the fermented liquor is seld on retail in at least twenty
(200 major supermarkets in Metro Manila (for brands of fermented ligquor marketed
nationally), excluding the amaount intended to cover the applicable excise tax and the
valug-added tax. For brands which are marketed outside Metro Manila, the ‘net retail
price’ shall mean the price at which the fermented liguor is sold in at least five (5)
major supermarkets in the region excluding the amount intended to cover the
applicable excise tax and the value-added tax.

["The classification of 2ach brand of fermented liquor based on its averags net retail
price as of October 1, 1996, as set forth in Annex 'C', including the classification of
brands for the same products which, although not set forth in said Annex 'C’, were
registered and were being commercially produced and marketed on or after October
1. 1986, and which continue to be commercially produced and marketed after the
effectivity of this Act, shall remain in force until revised by Congress ]

['The rates of tax imposed under this Section shall be increased by eight percent
(8%) every two years starting on January 1, 2007 until January 1, 2011 ]



["Any downward reclassification of present categories, for tax purposes, of existing
brands of fermented liquor duly registersd at the time of the effectivity of this Act
which will reduce the tax imposed herein, or the payment thereof, shall be
prohibited ] EXISTING BRANDS OF FERMENTED LIQUORS SUBJECT TO TAX
UNDER REPUBLIC ACT NO. 9334 SHALL CONTINUE TO PAY THE SAME
AMOUNT OF TAX IF THE AMOUNT OF THE AD WVALOREM TAX COMPUTED
AGAINST THE NET RETAIL PRICE PRESCRIBED HEREIN WILL RESULT TO A
LOWER EXCISE TAX.

"Every brewer or importer of fermented liquor shall, within thirty (30 days from ths
effectivity of this Act, and within the first five (5) days of every month thereafter,
submit to the Commissioner 2 sworn statement of the volume of sales for each
particular brand of fermented liquor sold at his establishment for the three-maonth
period immeadiately preceding.

“Any brewer or importer who, in violation of this Sechion, knowingly misdeclares or
misrepresents in his or its sworn statement herein required any pertinent data or
information shall be penalized by a2 summary cancellation or withdrawal of his or its
permit to engage in business as brewer or importer of fermented liquer.

"Any corporation, association or partnership liable for any of the acts or Dmissions in
violation of this Section shall be fined treble the amount of deficiency laxes,
surcharges and inlerest which may be assessed pursuant to this Section.

"Any person liable for any of the acts or omissions prohibited under this Section shall
be criminally lizble and penalized under Section 254 of this Code. Any person who
willfully aids or abets in the commission of any such act or omission shall be
criminally liable in the same manner as the principal.

“If the offender is not a citizen of the Philippines, he shall be deported immediately
after serving the sentence, without further proceedings for deportation.”

SEC. 4. Section 145 of the National Internal Revenue Code, as amended, is hereby further
ameanded 1o read as follows:

"SEC. 145 Cigars and Cigareftes. -
“IA) Cigars. - x X X

"(B) Cigarettes Packed by Hand. - There shzall be levied, assessed and
collected on cigareties packed by hand a tax [at the rates prascribed below]
RATE OF TWO PESQS AND SEVENTY-TWO CENTAWVOS (P2.72) PER
PACK.

PROVIDED, THAT., A YEAR AFTER THE EFFECTIVITY OF THIS ACT AND
EVERY YEAR THEREAFTER, THE SPECIFIC TAX RATE PRESCRIBED
HEREIN SHALL BE ADJUSTED TO ITS PRESENT VALUE USING AN
APPROPRIATE PRICE INDEX FOR TOBACCO PRODUCTS, AS
PUBLISHED BY THE NATIONAL STATISTICS OFFICE (NSQ)

“[Effective on January 1, 2005, Two pesos (P2.00) per pack;]



"[Effective on January 1,2007, Two pesos and twenty-three centavos
(F2.23) per pack:]

['Effective on January 1, 2009, Two pesos and forty-seven centavos
{P2.47) par pack; and]

['Effective on January 1, 2011, Two pesos and seventy-two centavos
(P2.72) per pack.]

"Duly registersd or existing brands of cigarettes or new brands thereof
packed by hand shall only be packed in thirties

) Cigareftes Packed by Machine. - There shall be levied, assessed and
collected on cigarettes packed by machine a tax at the rates prescribed
below:

“(1) If the net retail price {excluding the excise tax and the valus-
added tax) is [below Five pesos (P5.00)] SIX PESOS AND FIFTY
CENTAVOS (P6.50) AND BELOW per pack, the tax shall be TEN
FESOS (P10.00) PER PACK HE

“[Effective on January 1, 2005, Two pesos (P2.00) per pack:]

“[Effective on January 1, 2007, Two pesos and twenty-three
centavos (P2.23) per pack;)

['Effective on January 1, 2008, Two pesos and forty-seven
centavos (P2.47) per pack; and]

[‘Effective on January 1, 2011, Two pesos and seventy-two
centavos (P2.72) per pack.]

"(2) If the net retail price (excluding the excise tax and the value-
added tax) is [Five pesos (P5.00) but does not exceed Six pesos and
fifty centavos (PB.50)] MORE THAN SIX PESOS AND FIFTY
CENTAVOS (P6.50) per pack, the tax shall be TWENTY PESOS
{(P20.00) PER PACK [];

PROVIDED, THAT, A YEAR AFTER THE EFFECTIVITY OF THIS ACT AND
EVERY YEAR THEREAFTER, THE SPECIFIC TAX RATE PRESCRIBED
HEREIN SHALL BE ADJUSTED TO ITS PRESENT VALUE USING AN
APPROPRIATE PRICE INDEX FOR TOBACCO PRODUCTS AS
PUBLISHED BY THE NATIONAL STATISTICS OFFICE (NSO).

['Effective on January 1, 2005, Six pesos and thirty-five
centavos (PE.35) per pack;]

[“Effective on January 1, 2007, Six pesos and seventy-four
centavos (P6.74) per pack;]



['Effzctive on January 1, 2009, Seven pesos and fourteen
centavos (P7.14) per pack; and)]

['Effective on January 1, 2011, Seven pesos and fifty-six
centavos (P7.58) per pack ]

['(3)1 If the net retall price (excluding the excise tax and the value-
added tax) exceeds Six pesos and fifty centavos (PE.50) but doss not
exceed Ten pesos (P10 00) per pack. the tax shall be:]

"[Effective on January 1, 2005, Ten pesos and thirty-five
centavos (F10.35) per pack;]

"[Effective on January 1. 2007, Ten pesos and eighty-zsight
centavos (F10.88) per pack;]

["Effective on January 1, 2008, Eleven pesos and forty-three
centavos (P11.43) per pack, and]

["Effective on January 1, 2011, Twelve pesos (P12.00) per
pack ]

["i4) If the net retail price {exciuding the excise tax and ihe value-
added tax) is above Ten pesos (P10.00) per pack, the tax shall bz:]

"[Effective on January 1. 2005, Twenty-five pesas (P25.00;
per pack]

"[Effective on January 1, 2007, Twenty-six peses and six
centavos (P28 08) per pack:]

['Effective on January 1, 2008, Tweniy-seven pesos and
sixlean centavos (P27 .16) per pack; and]

["Effective on January 1, 2011, Twenty-gight pesos and thirty
centavos (F28.30) per pack.]

“Wariants of existing brands and varianis of new brands of cigarettes which are
introduced in the domestic market after the effectivity of this Act shall be taxed under
the proper classification thereof based on their suggested net retail price: Provided,
nowever, That such classification shall not. in any case, be lower than the highest
classification of any variant of that brand.

“A wariant of a brand' shall refer to a brand on which a modifier is prefixed and/or
suffixed to the root name of the brand.

"Buly registered or existing brands of cigarettes or new brands thereof packed by
maching shall only be packed in twentiss.



"Any downward reclassification of present categories, for tax purposes, of existing
brands of cigars and cigarettes duly ragistered at the time of the effectivity of this Act
which will reduce the tax impesed herein, or the payment theraof, shall be prohibited.

EAISTING BRANDS OF CIGARETTES SUBJECT TO TAX UNDER REPUEBLIC ACT
NO. 9334 SHALL CONTINUE TO PAY THE SAME AMOUNT OF TAX IF THE
AMOUNT OF THE SPECIFIC TAX PRESCRIBED HEREIN WILL RESULT TO A
LOWER EXCISE TAX.

"Mew brands. as defined in the immediately following paragraph, shall initially be
classified according to their suggested net retail price.

“Mew brand' shall mean a brand registered after the date of effectivity of [ R.A. No.
8240] THIS ACT.

"suggested net retail price' shall mean the net retail price at which new brands, as
defined above, of locally manufactured or imported cigarettes are intended by the
manufacturer or importer to be sold on retail in major supermarkets or retail outlets in
Metro Manila for those marketed nationwide, and in other regions, for those with
regional markets. At the end of thrae (3) months from the product launch, the Bureau
of Internal Revenue shall validate the suggested net retail price of the new brand
against the net retail price as defined hersin and determine the correct tax bracket to
which a particular new brand of cigarettes, as defined above, shall be classified, After
the end of eighteen (18) months from such validation, the Bureau of Internal
Revenue shall revalidate the initially validated net retail price against the net retail
price as of the time of revalidation in order to finally determine the correct tax bracket
which a particular new brand of cigarettes shall be classified. [Provided, however,
That brands of cigarettes introduced in the domestic market betweaen January 1,
1997 and December 31, 2003 shall remain in the classification under which the
Sureau of Internal Revenue has determined them to belong as of December 31,
2003. Such classification of new brands and brands introduced between January 1,
1997 and December 31, 2003 shzll not be revisad except by an acl of Congress].
“Met retail price’, as determined by the Bureau of Internal Revenue through a price
survey lo be conducted by the Bureau of Internal Revenue itself, or the National
Statistics Office when deputized for the purpose by the Bureau of Internal Revenus,
shall mean the price at which the cigarette is sold on retail in at least twenty (20}
major supermarkets in Metro Manila (for brands of cigarettes marketed nationally},
excluding the amount intended to cover the applicable excise tax and the value-
added tax. For brands which are marketed only ocutside Metro Manila, the 'net retail
pricg’ shall mean the price at which the cigarette is sold in at least five (5) major
supermarkets in the region excluding the amount intended to cover the applicabla
2xclse tax and the value-added tax,

[‘The classification of each brand of cigarettes based on its average nel retail price
as of October 1, 1998, as set forth in Annex 0, including the classification of brands
for the same products which, although not set farth in said Annex 1D, were registerad
and were being commercially produced and marketed on or after October 1, 1896,
and which continue to be commercially produced and marketed after the effectivity of
this Act, shall remain in force until revisad by Congress.]



“Manufacturers and importers of cigars and cigareties shall, within thirty (30) days
from the effectivity of this Act and within the first five (8) days of every moenth
thereafter, submit to the Commissioner a sworn statement of the volume of sales for
each particular brand of cigars and/or cigarettes sold at his establishrment for the
three-manth pericd immedistaly preceding.

"Any manufacturer or importer who, in viclation of this Section, knowingly
misdeclares or misrepresents in his or its sworn stalement herein required  any
pertinent data or information shall, upon discovery, be penalized by a summary
sancellation or withdrawal of his or its permit to engage in business as manufacturer
ar importsr of cigars or cigarettes

"Any corporation, association or partnership liable for any of the acts or omissions in
violation of this Section shall be fined treble the aggregate amount of deficiency
taxes, surcharges and interest which may be assessed pursuant to this Section

“Any person liable for any of the acts or omissions prohibited under this Section shall
be criminally liable and penalized under Section 254 of this Code. Any person who
willfully aids or abets in the commission of any such act or omission shall be
criminally liable in the same manner as the principal.

"I the offender is not & citizen of the Philippines, he shall be deported immediately
after serving the sentence, without further proceedings for deportation.”

SEC. 5. Implementing Rules and Regulations. - The Secretary of Finance shall, upon the
recommendation of the Commissioner of Internal Revenue, promulgate the necessary rules
and regulations for the effective implamentation of this Act.

SEC. 6. Separability Clause. - If any of the provisions of this Act is declared invalid by a
competent court, the remainder of this Act or any provision not affected by such declaration
of invalidity shall remain in force and effect.

SEC. 7. Repealing Clause. - All laws, decrees, ordinances, rules and requistions, execulive
or administrative orders, and such other presidential issuances as are inconsistent with any
of the provisions of this Act are hereby repealed, amended or otherwise modified
accordingly,

SEC. 8. Effectivity. - This Act shall take effect fifteen (15) days after its publication in the
Official Gazette or in at least two (2) newspapers of general circulation whichever comes
earlier.

Approvad,
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