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Submitted by the Commuties on W avs and Means on
Ke, House Bill o, 5727

Recormmending its approval with amendments, in consolidat.on vath House ili
Nos. 2481, 2485, 2687, 3059, 3183, 3332, 3465, 3489, 36ob and 4787

Sponsors: Reps. lsidro T. Lagab and Joseph Emukio Aguinalde Abayva

M Speakers

The Comnuttee on Ways and Means to which were referred House Fl o
2484 introduced by Reps. Aumentada and Almario, entitled:

AN ACT PROVIDING FIR AN ADRDITIONAL EXCISE 1AM
OF TEN PERCENT {10%} ON ALZOHCL PRODUCTS, ARENDING
FOR THE PURPCSE THE ~ATIONAL INTERN AL REVENLE CODF
OF 1997, AS AMENDED BEY R4 9334, 1 GENERATE FUN DS FOR
THE INFORMATION COMMUNICATION TECHNOLOGY (T
PROGRAM OF PUBLIC ELEMENTARY AN SECONDARY
SCIOOLS AND CONSIRUCTION OF NEW STHOOL BUILDHNGS,
HIRING OF  NEW  TEACHERS PREFERABLY Wil 103
PROFICIENCY, ENGLISH, MATH AND SCIENCLE MATURS, AN
FOR OTHER PURPOSES™,

House Bill No. 2485 introduced by Reps. Aumeniado, Almarie, Aghipa aind illas,
anhbitled:

AN ACT PROVIDIHG FO AN ADDITIONAL TAX OF PR



PER PAUCK OF CIGAR AND CHZARETTES, AMENDING FOR THE
PUEPOSE THE NATIHONAL INTRRNAL REVENUE CODE OF 1957,
AS AMENDEDR BY RA 9334, 7O CENERATE FUNDS FOR THE
PHILHEALTH UNIVERSAL COVERAGE OF INDIGENT FAMILIES,
HARANCAY OFFICTALS. HEALTIY AND DAY CARE WOREKERS
AND FOR OVTHIR PURPOSESY,

Haouse Bilk No. 2687 introduced by Reps. Limkaichong, Arnaiz, Teves, San Luis, Co,
Bawwrabe, Carbin, Sarmientos (51 1.7 and Cuilas, enlitled:

AN  ACT RESTRUCTURING THE EXCISE TAX ON
ALCOHOL AND TOBACCO FRODUCTSY,

Heouse Budf No. 3039 introduced by Reps. Mandanas and Puno, entitled:

AN ACT TO PROMOTE EQUITABLE SHARING OF COSTS
AND BENERTS I THE ALCOHOL AND TOBACCO INDUSTRY,
AMENDING FOR THE PURPOSE SECTIONS 141, 142, 143 AND 145
{OF THE NATIONAL INTERNAL REVENUE CODE OF 1997, AL
AMENDED™,

Flouse Biil No, 3142 inirodoced by Rep. Suarez, entitled:

CAN ACT AMEMINNG SECTIONS 141, 142, 143 AND 145 OOF
THE NATIONAL INTEEMNAL REVENUE CODE OF 1997, AS
AMENDEL”,

House Bill No. 3322 iotroduced by Reps. Singson (E. Jr), Vergara, Bonoan-David,
Acop, Coasdldai, e Venecia, Bernos, Batacil, Erigquel, Ortega {V. B}, Dalog, Chillo,
Pengeay, Leonen-Pizzaro, Villarnica, Bulut-Beglang, Ting, Padilia, Albano, Dy, Cua,
Aggabao, Celosie, Yap, Ong, KMagsavsay, Farinas, Ortega (F. E) and Singson (R, L),
entitied.

AN ACT INCKEASING THE EXCISE TAX RATES IMPOSELD
N ALCOHOL AND TOBACCD PRODLCTS, AMENDING FOR THE
FURPOSE SECTIONS 141, 142, 1134, 14 AND 145 OF THE NATIONAL
INTERNAL REVEMUE CODE OF 1997, AS AMENDRD",

House Bitl No. Mas introduced by Rep. Abad, entitled:

AN ACT RESTRLCIURING THE UXCISE TAX O
TOERACCO PRODLCTS AND AMENDING FOR THE PURPOSE
PERTINEMT SECTIONS OF THE NATIONAL INTEENAL REVENUI:
CODE. AS AMEMNDED", '



o

House Bill Mo 3489 introduced by Hep. Tupas, entitled:

“AN ACE RESTRUCTURING THE EXCISE TAX ON
¢ TOBACCO PRODUCIS AND AMENDING FOR THE PURPOSE
PERTINENT SECTIONS GF THE NATIONAL INTERNAL REVENLE

COLE, AS AMENDED”,

House Bill No. 3666 inlroducad by Reps. Javier and Teodare, enhitled:

“AN AUT INCREASING THE EXCISE TAX RATES IMPOSED
ON TOBACCO FRODUCTIS AMENDING FOR THE PURPOSE
SECTHON 145 (OF THE NATIONAL INTERNAL REVENUE CODE OF
1997, AS AMENDED”.

House Bil! No. 4787 introduced by Rep. Mandanas entitied:

“AN  ACT RESTRUCTURING THE EXCIHBE TAX ON
DISTILLED SPIRITS, AMENDANG FOK THE PURPOSE SECTION 141
OF THE MNATIONAL INTERNAL EEVENUE CODE OF 1997, AS
AMENDED" and

House Bili No. 5727 introduced by Reps. Abaya, Climaco, Alcala, Limkaichong,
t Goazalez (F), Apad, Tupas, Trenas and Apacible, entitled:

AN ACT RESTRUCTURING THE EXCISE TAX  ON
ALCOHOL AND TOBACCO PRGDUCTS”

has considered the same and recommends the approval of House Bill No, 5727, in
carsolidation with House Bill Nos. 2484, 2485, 2687, 30R9, 3183, 3332, 3465, 3489,
3636 and 4787, with the following amendments:

1. On page 3, delete lines 32 to 41
2. on page 4, delete lines 1 to 30 and in liew thereof insert the following:

“SEC 141, Distilled Spirits. - On distilled spirits, subject to the
provisions of Section 133 of this Code, AN EXCISE TAX [there] shall
be collected IN ACCORDANCE WITH THE NET RETAIL PRICE
(EXCLUDING THE EXCISE TAX AND THE VALUE-ADDED TAX)
FER BOTTLE OF SEVEN HUNDRED FIF(Y MILLILITER (750 ML.)
VOLUME CAPACITY EFFECTIVE JANUARY 1, 2013 AS FOLLOWS:

“{A) LESS THAMN NINETY PESOS (P0O.00) - TWENTY PESCS
(P20.00; PER PROCFE LITER;
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“(B) NINETY PESOS (P90.00) UP TO ONE FIFTY PESOS
(F150.00) - EICHTY PESOS (PE0.00) PER PROOF LITER;
AND

“C) MORE THAN ONE HUNDRED FIRTY I'"RSOS5 (7150 00) -
THREE HUNDREER TWENTY PESCS (P32000) PER
PROOF LITER”

PROVIDED, HOWNEVEK, THAT  ETHYL  ALCOREQOL
PRODUCED FROM WHATEVER SOURCE OR RAW MATERIALS
SHALL BE TAXED AT TWENTY PESOS (P2000) PER PROOF LITER;
PROVIDED, FURTHER THAT, IN CASE THE ETHYL ALCOHOL 1S
SUBSEQUENTLY USED AS A RAW MATERIAL/INGREDIENT IN
THE MANLUFACTURE OF ALCOHOLIC BEVERAGES, AN
ADDITIONAL TAX SUIALL BE PAID BY TIIE MANUFACTURER
THEREOF EQUIVALENT TO THE [RIFFERENCE BETWEEN THE
TAX IREVIOUSLY PAID ON THE ETHYL ALCOHOL AND TLIE
TAX DUE BASED ON THE NET RETAIL PRICE OF THE ALCOHOI.
BEVERACGE.

PROVIDED, ALSC, THAT, IN CASE OF IMPOQRTATION OR
LOCAL SALE OF DISTILLED SPIRITS IN CONCENTRATED FORM
AND FLAVORING EXTRACTS FOR USE AS RAW MATERIAL OR
INGREDIENT 1IN THE  PRODUCTION  OF  ALCOHOLIC
BEVERAGES, THE IMPORTER OR MANUFACTUREE THEREQF
SHALL DECLARE THE ESTIMATED NET RETAIL PRICE OF THE
ALCOHOLIC BEVERACES. NET CF EXCISE AN VALUE-ADDED
TAXES, FOR PURPOSES OF DETERMINING THE PROPER TAX
CLASSIFICATION OF THE SAID RAW MATERIAL OR
INGREDIENT; OTHERWISE, THE HIGHFST TAX RATE SHALL BE
IMPOSED THEREOM,

PROVIDED, FINALLY, THATY, THE RATES OF TAX IMPOSED
UNDER THIS SECTION SHALL. BE INCREASED BY FEIGHT
PERCENT {8%) EVERY TW(O YEARS THEREAITER EFFECTIVE
JANUARY 1, 2015 UNTIL JANUARY 1, 2025, THROUGH REVENUE
REGULATIONS [SSUED BY THE SECRETARY OF FINANCE.

. On the same page, line 53, put a bracket on the letter “{ ¢)”
On page 5, lines 23 and 33, defete the open and close brackets

. On the same page, line 29, after the word “For” insert the words DISTILLED
SPIRITS and delete the word “brands”
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On page 6, after kine 9, insert a new daragraph which shall read as fotlows:

“[3STILLED SPIRITS INTRODUCED N THE
DOMESTIC MARKET AFTER THE EFFECTIVITY OF THIS
ACT- SHALL BE INITIALLY TAX CLASSIFIED
ACCORDING TO THEIR SUGGESTEI? NET RE1AIL

PRICES.”

7. On the same page, line 11, delete the open bracket '

8. On the same page, line 12, put & bracket on the phrase “new brands, as
defined above, of” '

9. On the same page, line 18 after the phrase "o which & insert the words
“INEWLY INTRODUCED”

10. On the same page line 19, put brackets on the phrase “particular pew brand
of” and “as defined above,”

11. On the same page, line 23, after the phrase “which a” insett the words
NEWLY INTRODUCED and put a bracket on the phrase particular new
brand of”

12. On the same page, line 24, after the word “lassified” replace the colon with a
period () and place an apening bracset {| ) belore the word ¥ Provided”

13. On page 7, after tine 3, imsert the following paragraphs:

“THE PROPER TAX CLASSIFICATION OF
DISTILLED SPIRITS, WHETHER REGISTERED BEFORE OR
AFTER THE EFFECTIVIIY OF THIS ACT, SHALL BE
DETERMINED EVERY TWO YEARS FROM THE DATE OF
EFFECTIVITY OF TS ACT.

ALL DISTILLED SPIRITS EXISTING IN  THE
MARKET AT THE TIME OF THE EFFECTIVITY OF THIS
ACT SHALL BE CLASSIFIED ACCORDING TO THE NET
RETAIL PRICES AND THE TAX RAILS PROVIOLD
ABOVE BASED ON THE LATEST PRICE SURVEY OF THE
DISTILLED SPIRITS CONDUCTED BY THE BUKEAU OF
INTERNAL REVENLE"

14. On the same page, delete fines 38 to 44

15. On.page8, deletc lines 1 to 27, and 'n heu \hereof insert the fotowing:
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“SEC 142, Wines. - On wines, there shall be coitected per
Lrer of volume cagaciy EFFECTIVE JANUARY 1, 2013, the
fotlowing taxes:
“{a) Sparkling wines/« hampagnes regardless of proof, if the
not refail price per BOTTLE OF 5EVEN HUNDRED
FIFTY MILLILTER 750 MLy VOLUOME CAPACITY
{exclhuding the excise lax and the value-added tax) is:

{1} Five hundred pesos (P50000} or less - TWO
HUNDRED FIFTY PESOS (P25000) [One
hundred forty-five pesos andl sixly Centavos
{P 145 &05]); and

{2} More than Five hundred pesos {PS0.00) -
SEVEN AUNDRED PESOS (P700.08) {Four
hundred thirty-six pesos and eighty centavos
{P436.801}

“{by SHIL wines AND CARBONATED WINES containing
fourteen percent (34%) of alcohot by volume or less,
THIRTY PESOS (PRLOD) [Seventecn pesos and forty-
seven centavos (F17.4M; and

“t) Sl Wines AND CARBONATED WINES containing
mGTe than fourteen percent (34%) but not more than
twenty-hve peicant (25%) of alcohol by volume, SIXTY
PESOS (600 [Therty-tour pesos and ninety-four
centavos (P34.94) }

PROYVIDEL THAT THE RATES OF TAX IMPOSED
UNDER THIS SECTION SHAT L BE INCREASED BY EIGHT
PERCENT (#%) EVERY TwW( YEARS THEREAFTER EFFECTIVE
JANUARY 0, 2005 LIWTE. FANUARY 1, 2025, THROLGH
REVENMUE REGULATEMMNS SKED BY THE SECRETARY OF
FINANCE.

“Forlified wines cortaining more than twenty -five percent
25%) of akohoel by vonume shall be taxed as distilled spirits:
PROVIDED, HOWEVER, THAT THE TAX RATE SHALL NOT BE
LOWER THAN EIGHTY PESGS {P8O.OD PER PROOF LITER.
‘Fortified wines’ shail mean natural wines 10 which distilled spirits
are added tc increase thear alvohol strength”

16. Un page 8, line 29, deleie the open bracket

&
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LTt same pas, e 39, afver the phrase “the price at which” insert the
word THEARKLENDGT

On the sainte page, e 34, aftes the word “wine” place a siash and the word
TCHAMPAGNE"

On the same poge, hoe 37, put a Bracket on the word “brands” and replave it
vtk the words “SEARKDING WIENES /CHAMPALNMES

i the same page, line 39, delete the close bracket

Sl page S dedete Dowes 12 40 32 and o heu thereof msert the following:

Sl ARKLING  WINES/CHAMPAGNES
PN RODACED IN THE PUOSAESTH. MARKET AFTER THE
CEFECTIVITY O T HE ACT SHALL BE INITEALLY TAX
CLASGIFED ACCORDING TG TREIR SUGGESTELR NET
RET AL PRICE

T Huggeswed ot retald preg’ shall mean the nel retajl
oo Al whah jhvands, s detined above, oi} locally
manufacliinzd or tmparied SPARKLING
wins/ CHAMPACNES are inlended by the manufacturer or
impartes 1o e sold on retail momajor supermarkets or retail
cutleis i Metrs Mapila jor those marketed nationwide, and
10 sther regions, fer those witht regional markels. At the end
ot threse 13) roamins from the preduct launch, the Bureau of
Internal Kevenuo shadl vabdate the suggested retail price of
the SPARKLING WINE/COHAMPAGNT {brand] against the
pet retal grie as definxd heean and determing the correct
io%  bracket under which A NEWLY INTRODUCED
SPARKLING WINE/CHAMPAGNE [particular new brand
of wing, a5 derinad anove ] siall be classified. After the end
of Lipghtoen (18} months leom such validation, the Bureau of
permial Revenige ahali veladate the initally validated net
pebl pRIce Agauast the et nitall price as of the Hme of
revdiidalion in order to finaily determine the correct tax
Dracket  which a  (partivuiar new  beand  of) NEWLY
P TRODYUCE 0 SEFARKLING wine/ CHAMPAGNE shall be
ciassifiedd: Frovided, howsver, That brands of wines
introduced vy e domeshc market between janvary 1, 1997
arud Decernber 23, 2003 shall remain in the classification
wriler witk b the Burzau of [niernal Revenue has determined
thern 0 beloag as of Dovesnber 31, 2003 Such classificaton



of new brands and brands introduced between Janoary 1,
1997 and December 33, 2003 shall not be revised except by
any act of Congress.}

22. On page 10, after line 4, 1nsert the following paragraphs:

#T1{E  PROPER TAX CLASSIFICATION OF
SPARKLING WINES/CHAMPAGNEDS, WHETHER
REGISTERED BEFORE OR AFTER THE EFFECTIVITY OF
THIS ACT, SHALL BE DETERMINED EVERY TWO YEARS
FROM THE DATE OF EFFECTIVITY OF THIS ACT.

ALL WINES EXISTING [N THE MARKET AT THE
TIME OF THE EFFECTIVITY OF THIS ACT SHAIlL BE
CLASSIFIED ACCORDING TO THE NET RETAIL PRICES
AND THE TAX RATES PROVIDED ABOVE BASED ON
THE LATEST PRICE SURVEY OF THE WINES
CONDUCTED BY THE BUREAU OF INTERNAL
REVENUE."

23. On the same page, delete lines 40 to 45
24. On page 11, delele lines 1 to 3, and :n lieu thereof insert the following:

“GEC. 143. Fermented Liquor. - There shail be levied,
assessed and collected an excise tax on beer, lager beer, ale, porter
and other fermented liquors except tuba, basi, tapuy and simular
domestic fermented liquors 1n accordance with the following
schedule:

“(A) IF THE NET RETALIL PRICE {(EXCLUDING THE
EXCISE TAX AND THE VALUE-ADDED TAX) PER
LITER OF VOLUME CAPACITY 15 FIFTY PESOS
AND SIXTY CENTAVOS (P50.60) OR LESS, THE
TAX SHALL BE THIRTEEN PESOS AND SEVENTY
FIVE CENTAVOS (F1375) PER LITER EFFECTIVE
JANUARY 1,2013; AND

“(B) IF THE WNET RETAIL PRICE {(EXCLUDING THE
EXCISE TAX AND VALUE-ADDED TAX} PER
LITER OF VOLUME CAPACITY IS MORE THAN
FIFTY PESOS AND SIXTY CENTAVOS (P50.60), THE
TAX SHALL BE EIGHTEEN PFSCS ANLC EKCHTY
CENTAVOS (P1880} PER LITER EFFECTIVE
JANLARY 1, 2013;
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"PROVIDED, THAT fermented liguors which are brewed
and soid ab microbreweries or small establishments such as pubs
and restaurants shall be subject to the rate OF TWENTY-EIGHT
PESCS (P28.00) PER LITER EFFECYTIVE JANUARY 1, 2013,

PROVIDED, FURTHER, THAT THE RATES OF TAX
IMPOSED UNDER THISSECTION SHALL BE INCREASED
BY EIGHT PERCENT (8%} EVERY TWO YEARS
THEREAFTER EFFECTIVE JANUARY 1, 2015 LINTIL
JANLARY 1, 2025, THROUGH REVENLUE REGULATIONS
ISSUED BY THE SECRETARY OF FINANCE. 1IOWEVER,
IN CASE OF FERMENTED 1.1QUORS AFFECTED BY THE
“NC DOWNWARD RECLASSIFICATION” PROVISIONS
PRESCRIBED UNDER THIS SECTION, THE 8% INCREASE
SHALL ATPPEY TQ THEIR RESPECTIVE APPLICABLE 1T AX
REATES.

25, On the saine page, delete lines 42 to 45
26. On page 12, delete lines 1 to 17, and in lieu thereof insert the fotlowing:

“FERMENTED LIQUORS INTRODUCED IN THE
PDOMESTIC MARKET AFTER THE EFFECTIVITY OF THIS
ACT SHA!L. BE INITALLY TAX CLASSIFIED
ACCORDING TOQ THEIR SUGGESTED NET RETAIL
PRICES. '

“‘Suggested net retail prive’” shatl mean the net retail
price at which [new brands, as defined above, of] locally
manufactured or imported termented liquor are intended by
the manufacturer or importer to be sold con retail in major
supermarkets or retail gutlers in Metro Manila lor thosc
marketed nationwide, and in other regions, for those with
regrional markets. At the end of three (3) months from the
product launch, the Bureau of Inlernal Revenue shall
validate the suggested net retail price of the NEWLY
INTRODUCED FERMENTED LIQUOR [brand] agamnst the
net retail price as defined hereir and determine the correct
tax bracket to which a NEWLY INTRODUCLED [particular
new brand of] fermented hquer, as definad above, shail be
classified. After the end of the eighteen {18) monihs Fom
such walidation, the Burean of Inlermal Revenue shall
revalidate the initially validazed nei retail price against the
net vetail price as of the ume ol revalidation in order o
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fially deternune the correct tax bracket which a NEWLY
INTRODUCFEL  {particular new brand of] fermented
liquor(s] shall be classitied.{: Provided, however, That
brands cf ferimented lLguors latroduced in the domestic
market between January 1, 1997 and December 31, 2003 shail
remain in the clasaficaton under which tne Bureau of
Intarnal Revenue has Jdetermined them to belong as of
Decernber 31, 2003, Such classification of new brands and
trands 1niroduced between Japuary 1, 19597 and December
A1, 2003 shall not be revised except by an act of Congress ]

27, (o page 12, lines 19 and 52, delete the open and close brackets
28. O the same page. ine H, delete the opening bracket

29, On page 15, iine !, put b brackat on the phrase “ol existing brands”
and adid Ihe letter “5” to the word "liquor”

53, Ut the same page, tine 3, delete the dosing bracket
3. O the saine page, after hine 3, add the foilowing:

“tHE  FROPER  TAX  CLASSIFICATION  OF
PERMENTED  LIHUORS, WHETHEE REGISTERED
BEFORE OF AFTER THE EFFECTIVITY OF THIS ACI,
SHALL BE DEVERNMINED EVERY TWO YEARS FROM
THE DATE OF EFFECTIVITY OF THIS ACI.

ALL FERMENTED LIQUORS EXISTING IN THE
MARKET AT THE TIME OF THE EFFECYIVITY OF THIS
ACT SHALL BE CLASSIFIED ACCORDING 1O THE NET
RETAIL PRICES AND THE TAX RATES PROWVIDED
ABOVE BASED ON THE i ATEST PRICE SURVEY QF THE
PERMENTED LIQUORS CONDUCTED BY THE BUREAU
OF INTERNAL REVENUE”

¥ On the same page, Jdelete hnes 37 1o 39, and in lieuw thereoi misert the
foilowing: '

“SEC. 141 Fobacce Products. - There shali be
Coblentest a taw of {One peso (FPLOD] ONE PESC AND
SEVENTY FIViF CENT AVOS (P1L.75) on each kilogram of the
fellowing produdcts of foharco;

33, O page 14, dolebe lines 22 10 25, and m leu thereol insert the faliowing;
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“On tobar- specially prepared for chewing 5o as 1o
he upsaikable for Gse in any other msnner, on each kilogran,
freventy-nine centavos (P79 ONE PESO AND FIFTY
CONTAVOS {1 500,

> On lhe same page, deleie lines 31 to 35, and in lieu thereof insert the
following:

"PROVIDED, THAT THE RATES OF TAX IMPOSED
UINDER THIS SPCTIOMN SHALL BE INCREASED BY CHGHT
PERCENT (%) EVERY TWO YLEARS THEREAFTER
LFFECTIVE JANCARY 1, 2015 UNTIL JANUARY {, 2025,
THROUGH REVENUE REGULATIONS iS5UED BY THE
SECRETARY v FINANCE.

S O pare 15, delete Lines 29 10 46

36, On page 16, delete Jines 1 to 32, and in lieu thereof insert the
iollowving:

(A Cigari. - Fhere shall be levied, assessed and
roflected on cigars [an ad valorern tax based on the retail
pricej A TAX OF ONE HUNDRED FIFTY PESOS {P150.00)
per cigar. [{excluding the excise tax and the value-added tax)
i aceordance with the following schedule:]

[“1) T the net reiaid price per cigar is Five hundred
pesos, {PH00.00) or kess, ten percent {10%); and}

[“2¥ IF the net reval price per cigar 15 {excluding the
exCEe lax and the value-added tax) is more than
Five huidred pesos  (P500.00), Bifty pesos
(P00} oles Biteen percent (15%) of the net
redail price in excess of Five hundred pesos
(IPS00.00 |

PROVIDED, 1HAl THE RATE OF TAX IMPOSED
UNDER THIS SUBSECTHIN SHALL 81 INCEEASED BY
EIGHT PERCENT (8%) EVERY TWO YEARS THEREAFTER
EFFECTIVE JANUARY 1, 2005 UNTIL. JANUARY 1, 2025,
THROUGH REVENUE REGULATIONS ISSUED BY THE
SECRETARY OF HINANCE
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{B) Cigarettes Packed by Hand. - There shall be
levied, assesséd and collected on cgareties packed by hand
a tax of SEVEN PESOS AND FIFTY SIX CENTAVOS (P 730)
per pack EFFECTIVE JANLARY 1, 2013 THE TAX FATE
SHALL. BE INCREASED TC TWELVE PESOS (F12.000 CER
PACK EFFECTIVE JANUARY 1, 2014

PROVIDED, THAT THE RATE OF TAX (MPOSED
UMDER THIS SUBSFCTION SHALL BE INCREASED BY
EIGHT PERCENT {8%) EVERY FWO YEARS THEREAFTER
EFFECTIVE JANUARY 1, 2215 UNTIL JANUARY 1, 2025,
THROUGH REVENUE REGULATIONS [SSUED BY THE
SECRETARY OF FINANCE.

Duly registered [or existing brands of| cigarettes Jar
new 31 brands thereof] packed by hand shall only be packed
in  turties AND NGO OTHER  PACKAGING
COMBINATIONS.

37. On page 17, deleie lines 1 1o 48

38. On page 18, delete lines 1 and 2, and in lieu thereof insert the
follpwing:

“{C) Cigarettes Packed by Machine. - There shell be
levied, assessed and collected aon cigarettes packed v
machine a tax at the rates prescribed below:

EEFECTIVE Onn-JANLUARY 1, 20035

{1y I[F THE NET RETAIL PRICE {EXCLUDING THE
EXCISE TAX ANLC: THE VALUE-ADDED TAX) IS
ELEVEN PESOS AND  FIFTY  CENTAVOS
(P11.500 AND BELOW PLR PACK, THE TAX
SHALL BE TWELVE PESOS (Pi200) PER PACK;
AND

{23 {F THE NET RETAIL PRICE (EXCLUDING THE
EXCISE TAX ANDC THE VALLE-ADDED TAX}) 1S
MORE THAN ELEVEN PESOS AND FIETY
CENTAVOS (P13 PER PACK, THE “TAX
SHALL BE TWS=NTY EIGHT PESOS AND
THIRTY CENTAVOS (P23.30) PER PACK,;

EFFECTIVE ON JANUARY 1, 2014



{13 IF THE NET RITAIL PRICE (EXCLUDING THE
EXCISE TAX AND THE VALUE-ADDED TAX} 15
ELEVEN PES(S AND FIFTY CENTAVOS
(11500 AND BELOW PER PACK, THE 1AX
SHALL BF TWENTY TWO PESOS (F2200) PER
FACK,; AND

{2) IF THE NET RETAIL PRICE (EXCLUDING THE
EXCISE TAX aiD THE VALUE-ADDED TAX) IS
MORE THAN ELEVEN PES0S AND FIFTY
CENTAVOS (Fi1.50) PER PACK, THE TAX
SHALL BE THIRTY PESOS {P30.00) PER PACK;

PROVIDLD, THAT THE RATES OF TAX IMPOSEL
UNDER THIS SUBSECTION SHALL BE INCREASED BY
EIGHT PERCENT (8%} EVERY TWQ YEARS THEREAFTER
FEFECTIVE JANUARY 1, 2015 UNTIL JANUARY 1, 2025,
THROUGH REVENUE REGULATIONS ISSUED BY THE
SCCRETARY OF FINANCE. HOWEVER, IN CASE Ol
CICARETTES AFFECTED BY THE “NO DOWNWAERLD
RECLASSIFICATION" FROVISIONS PRESCRIEED UNDER
THIS SECTION, TIHE 8% INCREASE SHALL APFLY TQ
THEIR RESPECTIVE APP_ICABLE TAX RATES.

39. On page 19, line 20, put an opening bracket { [ } before the word " Variant”
40 On the same page, line 25, put & closing bracket ( } after the period ()

41. On the same page, line 27, put an opening bracket { [ ) before the: word ™ A
42, On the same page, line 28, put a dosing bracket (] avter the peniod ()

43. On the same page, detcte lines 30 to 36, and in lien thereot icsert the
following:

“Duly registered [or existing brands of] cigarettes jor
new brands thereof] packed by machine shall only be
packed in twenties AND NO OTHER PACKAGING
COMBINATIONS.”
44, On the samie page, line 40, put & bracket on the phrase ', of existing brands”

45. On the same page, bracket lines 44 up to the end of line 45



46, Onopage 26, Ine 1, pui as spenag bracket ( { } before the word " New'
L + r

37000 e varne pags, Hne , puiadoung bracket { ] ) alter the pericd (G

e

8. On the same page, dewets ovzs 4 o 40, and in lieu thereol nsert thi following:

CCHGARETTES INTRODUCED IN THE JXOMPSTIC
NMARKET AFTER THE BrFECTIVITY OF THIS ACT SHALL
BE IMIPEALLY TAX TLASSIFIED ACCORDING TO THEIK
SUCGESTED ET RUTAIL PRICES.

"Supgested rot retadl price” shall mean the ret retail
price at whick {new brands, as defined above, of] tocaily
ransfackured o inponied agareltes are inlended by the
manufactitrel ar ampesier o be osoid on retal in major
SUPCriarkets or etad outlets in Metro Manila tor thosd
marketed nationwnie and in other regions, for those with
regional markel> AL ihe end of three (3) months from the
product launch, the Bureau of internal Kevenue shali
valdate the supgested net retall price of the NEWLY
INTEODUCEL CHCAREITE (hrand] against the net retail
price 2y denned neran and determuine the correct tax bracket
ander which & HEWLY (NTRODLUCED [particuiar new
braidd off cigareite], as deiined above] shall De classified
Atter the enmd w eighteen (18) months from such validation,
the Bureda of isteinal Revenue shail revalidale the inutially
validatled a2l retal price against the net retail prwa as o the
time of revalidaton in arder w Hnally determine the correct
dx  brackst under which a NEWLY INTRODUCED
Fpartiuiar new brand of} vigarette[s] shall be classined. |
Provided, niowevear, That brands of cigarettes introduced in
thi Jdomestn marked botwoen january 1, 1997 and December
31, 2003 shall remain n the classification under which the
Buresy of Inlermal Revenue has determined them to belong
as of December 3§, 2003, Such dassification of new brands
andd brands inrodoced  belween  January 0 1997 and
Lerember 3t 2503 skail nol be revised except by an act or
Congress )

et retaa phce’. as determined by the Hureau of
Internat Revenue thron;th 4 price survey to be conducted by
be Hureap of internal BEevenpe fself, or the MNahonal
Statistics O¥fice when  deputized for jthe) this purpose by
ihe: Bureau ¢f interaal Nevenoee, shall mean the price at
winch the cigaretie 15 sold cn retail in al least bwenty (20]



majer supermiarkets an Metro Manila (for brands of
Cparettes marreted  nationally), excluding the amount
intended 1o cover the applicable excise tax and value-added
tax, For CIGARETTES {brands] which are marketed only
cwiside Metro Manula, the "net retail price’, shail mean the
price of which the cigarette is sold in at feast five {(3) major
supermarkets i the region excluding the amount intended
lo cover the ap plivable excise tax and the value-added fax,

49, On page 21. after line 4, 1nseTt the following paragraphs:

“THE  FROPER TAX  CLASSIFICATION OF
CICARETTES, WHETNHMER REGISTERELD BEFORE OR
AFTEK THE FFFECTIVITY OF THIS ACT, SHALL BE
DETERMINED EVERY 1W{( YEARS FROM THE DATE OF
EFFECTIVITY OF THIS ACT.

ALL CIGARETTES BXISTING IN THE MARKET AT
THE TIME OF THE EFFECTIVITY OF THIS ACT SHALL BE
CLASSIFIRDG ACCORIING TO THE NET RETAIL PRICES
AND THE TAX RATES PROVIDED ABOVE BASED ON
THE  LATEST PRICE  SURVEY OF CICARETTES
CONDUXCTED BY  THE  RUREAU OF  INTERNAL
EEVENLUE"

3. On the same page, line 9, pul a bracket on the phrase “each pariicular brandd
of"

5t On page 24. delete lines 9 13 and in lew thereof insert the foliowing;

“THE REMAIDNING BALANCE Oy THIE
INCREMENTAL  REVENLES IN EXCESS OF THE
AMOUNT ALLOCTATED UNDER A, NO, 8240 SHALL BE
USED 10 FINANCE THE UNIVERSAL HEALTH CARE
PROGRAM (F HE GOVERNMENT, THE ANNUAL
REQUIREMENTS OF WHICH SHALL BE DETERMINED
BY THE DEPANTMENT OF HEAL TH.

52 On ihe same page, doiete Hies 28 1o 19
53. On page 25, deiet: iness { 02 and in hew thereof insert the foliowing:
"SECTION 10 Implementing Bules and Regulanhons,

- The Secretary of finance shali, upon the recommendaiion
of the Commessioner ot Inlernal Revenuwe, amd in



consulalion with Lhe Depastment of Health, promulgate th:
nceessary  rules  and  regulalions  for  the  offectie
implementation of this Act, NOT LATER THAN DONL
AUNDRED EIGHTY (1833 DAYS UFON THE SFFECTIVITY
OF THIS ACT.

and with Reps. Abaya, Climaca, Au menlado, Almario, Limkaichong, Arna.z, Svarez,
Singson (E. Jr), Abad, Tupas, Ungab, Aglipay, Cullas, Teves.  San bLuis, Co,
Batocale, Garbin, Sarmiento (ML) Vllarica, Ong, Alcala, Cionzalez, Trenas and
Apacible, as authors thercof

The Commitiee has alse considered Subcommittee Report No. § as wubmitted
by the Subcomimilter on National internal Revenue.

HESPEC[‘fLJ”_}-’ submitted,

ISIDRO T. GAB
Chatrman

Committer on Ways and Means

THE HONORABLE SPEAKER
HOUSE OF REPRESENTATIVES
QUEZON CITy



FACT SHEET

House Biil No. 5727
(As amended, in consolidation with House Biff Nos. 2484, 2485
2687, 3059, 3183, 3332 34865, 3488, 3666 and 4787 }

AN ACT RESTRUCTURING THE EXCISE TAX ON ALCOHOL AND

TOBACCO PRODUCTS

Introduced by REP. JOSEPH EMILIO AGUINALDO ABAYA
Referred to the Cornmitiee on Ways and Means
Commiftee Chairperson: Rep. ISIDRO T. UNGAB

OBJECTIVES

To restructure the excise tax on alcohot and tebacco products by adopting an
excise fax system that is easier to administer and would address the problem
of unfair tax treatrment across various todacco and alcohol products

Ta simplify the tax struciure for both products by shifting from the multi-tizred
tax classification to a more uniform tax scheme for each category of alcohol
{distilied spirits, wines and fermenied liguors) and tobacco products (fobacco,
cigar and cigareties)

To generate additional revenue to fund the universal health program of the
governmsent

KEY PROVISIONS:

Simplifies the basis of excise taxation for alcohol producis, which is based on
per procf liter for distiled spirits, per liter of volume capacity for wines and
fermented liguors;

Simplifies the basis of excise taxation an tobacco products: {1} cigars - per
cigar; {2} cigarettes packed by hand - per pack, and (3) cigareftes packed by
machine — per pack;

Provides for the following excise tax rates in accordance with the net retait
price {excluding the excise tax and the value-added tax) effective January 1,
2013:

1. Cn Distilied Spirits, three-tier tax rates of Php 20.0C, Php 80.00 and
Php 320.00

2. On Wines, a two-tier tax schedulz for sparkling wines/champagnes, of
Php 250.00 and Php 700.00, and for still and carbonated wines, a tuo-
tier tax rate depending on the acohol content -- for those containing



14% of alcohol by volume or less, a tax of Php 30.00 and for those
containing mare than 14% but not more than 25% of alcohol by
volume, Php 60.00,

3. On Fermented Liguors, a two-tier tax rates of Php13.75 and Php18.80.
and;

4. On tobacco products, Php 1.75 and Php 1.50; Cigars, Php 150.00;
Cigareftes packed by hand, Php 7.56 (effeclive January 1, 2013) and
Phpi2.00 (effective January 1, 2014} and Cigarettes packed by
machine, Php 12 00 and Php 28.30 (effective January 1, 2013) and P
22.00 and P 30.00 {effective Janvuary 1, 2014);

« Frovides an 8% increase in the excise tax rates every iwo years effective
January 1, 2015 until January 1, 2025 for distitied spirits, wines, fermented
liguors, tobacco products, cigars and cigarettes through revenue regulations
iIssued by the Secretary of Finance;

» Removes the price/brand classification freeze on alcohoi and tobacco
products;

« Allocates the incrementat revenues from the excise tax on tobacco products
for the provinces producing burley and native tobacco in accordance with the
volume of tobaceo leaf production to promote economically viable alternative
programs for tobacco farmers and workers, and

» Frovides additicnal funding for the universal health care program of
government.

RELATED LAWS:

» Repubiic Act No. 9334, otherwise known as “An Act increasing The Excise
Tax Rates Imposed on Alcohel and Tobacco Products, And Amending For
The Purpose Secticns 131, 141, 142, 143, 144, 145 and 288 Of The National
Intemal Revenue Code of 1997, As Amended,” and

¥

= Reapublic Act No. 8424, otherwise known as the National Iniernal Revenue

Code of 1947, as amended.
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Regpubic of the Philippines
FRIUBE OF REPRESENTATIVES
Liezon Crty, Metro Manila

FIFTEENTH CONGRESS
Second Reguiar Ssssion
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rHouse Bill No.

-— b

introduced by HON. JGSEPH EMILIC AGUINALDO ABAYA

=XPLANATORY NOTE

The expanding breadih and decth of the country's social and economic
developrnent agends put growing pressure on govemment financial
resources. The exising revenue Lase oF government is limited in its
capability to providde substantial revenues 10 meet such pressure. The
county's dehnit [scal posdon is exposed to the possibility of further
deterjoratisn,

Te botrrow more in arder o finance the datiot s a luxury the
government cannct atford much longer. This is not to rention that nsing
defiof can resull in a downgrade in the country's credit rating that would
make dorrowing an expensive option. Bomowing will only lead to
keighteniad fiscal risks. Cleariy, the country needs to rely more on its own
respurges. It is far this reasen that this bilt aims to enhance the revenue-
generating polential of the {ax system by proposing to restructure the
excize taxes oh aleohet and {ebacco products.

However, it is not only out of the desire tc genarate more revenues that
we seek b reshiucture the excise tax on these products. Its design is aiso
npe for 3 maor overtald it order to make the structure simple, fair and
responsive o the objectives of government

wWe remain commitled io keep the specific form of excise taxation of
airoho!l and tetasco producis because it is easier o administer and it
nternaizes the negalive exiernaliies of alcohol drinking and tobacco
SOk,

From the current muli-rate specific structure of the excise tax on tobacco
and alootwt prodicts, this bill would like {0 move to a much simpler
struclure by adopting a unitary rate. With a unitary rate, problems
atterdant 10 the currant structere, sush as unfair tax treatment bhetween
and among tobacco and aicchdl products, will be addressed. A unitary
rate will lend the tax struchiurs more revenue-productive since it will avoid

i



inE shifhng o demens 19 s leasivared brand of tobacce and alcohol
prodiusts.

The bill appreaches ihe refom in 2 more pragmatic manner by proposing
G unify the excise tax ratws in phases in aspects where a one- time
unitcation proves foo abrupl It is proposed that & three-year transition
parioag be abserved in unifying the excise tax rates on cigarettes and
cistiled spirits. The ex structure for fermented liquor will be immediately
unitted on the fivst year of the raform.

An essentigl {feature of this proposal is the automatic adjustment of the
Tmx rates using the relevamt NSQO-established tobacco and alcohos
indexes. The adjusiment will ajlow the specific tax rates to track inflation,
s maintaining the bucysncy of the revenues from this source.

The proposed structure ynder this bill is expected to yield additional
reveruss of FGO biion. The bl provides for the continued sharing by
whacco fanners from incremertal revenues but for purposes different
from the existing intentions. #dore importantly, however, the bilt proposes
o diect incremertal revenues towards augmenting the funds for the
universa: health care program of the government.

Cooperalion from Congress has aiways been critical in moving the
country's develspment agenda forward. In this period of aven more
uncertainty brought by gobalized ecanormies as well as the
evolving fiscal challenges such as energy and environmenta -related
concems, working togethsr becomes even more imperative. This bill is
the guthor's humbie contriution 16 this call for cooperation.

From ihe foregoing, the passage of this bill is eamnestiy sought.

.--M oy -
AGUE@ ABAYA

MILIO
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Republic of the Phifippines
HOUSE OF REPRESENTATIVES
Quazon City, Mefro Manila

FIFTEENTH CONGRESS
Second Regudar Session
3T

House BHINo. ~ ‘™~

Introduced by HON. JOSEPH EMILIC AGUINALDO ABAYA

AN ACT
RESTRUCTURING THE EXCISE TAX ON ALCOHOL AND TOBACCC
PRODUCTS
Be it enacted by the Senate and the House of R ntative f

Congress of the Philippines in session assembled:

SECTION 1. Section 141 of the Nationat Internal Revenue Code of
1997, as amendad by Republic Act No. 9334, is hereby further amended
o read as follows:

“SEC 141. Distifled Spirits. — On distilled spirits, there shall
be coliected, subject to the provisions of Section 133 of this Code,
excise taxes IN ACCORDANCE WITH ALCQHOL CONTENT as
follows:

(@) 45% ALCOHOL BY VOLUME AND LESS
January 1, 2012 — P42.00 PER PROOF
LITER January 1, 2013 — F80.00 PER
PROOF LITER January 1, 2014 - P150.00

PER PROOF LITER
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PROVIDED, THAT, ON THE FOURTH YEAR
AND EVERY YEAR THEREAFTER, THE EXCISE
TAX RATES PRESCRIBED HEREIN SHALL BE
ADJUSTED TO ITS PRESENT VALUE USING AN
APPROPRIATE PRICE INDEX FOR ALCOHOLIC
DRINKS, AS PUBUSHED BY THE NATHINAL
STATISTICS GFFICE {(NSO).”

(b} MORE THAN 45% ALCOHOL BY VOLUME —
January 1, 2012 — P317.45 PER PRCOF LITER
January 1, 2013 — P233.73 PER PROOF LITER
January 1, 2014 -- P150.00 PER PROQF LITER

PRQVIDED, THAT, ON THE FOURTH YEAR
AND EVERY YEAR THEREAFTER, THE EXCISE
TAX RATES PRESCRIBED HEREIN SHALL BE
ADJUSTED TO ITS PRESENT VALUE USING AN
APPROPRIATE PRICE INDEX FOR ALCOHOLIC
DRINKS, AS PUBLISHED BY THE NATIONAL
STATISTICS OFFICE (NSQ).”

fa) If produced from the sap of nipa, coconut, cassava, camote, or
buri paim or form the juice, syrup or sugar of the cane, provided such
materiais are produced commercially in the country where they are
processed into distilled spérits per proof fiter, Eleven pesos and sixty-five
centaves (P11.65)]

Fb) if produced from raw materiais other than those enumerated in
the preceding paragraph, the tax shall be in accordance with the ret retail
price per bottie of seven hundred fifty miliiliter (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) -~ CGne
hundred twenty six pesos (P126.00) per proof Gter,]

[(2) Two hundred and fifty pesos (P250.00) up to Six hundred and
sevanty-five pesos (PE75.00) — Two hundred fifty-two pesos (P252.00),
per proof lter; and)

['(3) More than Six hundred ard seventy-five pesos (P675.00) —

Five hundred four pesos (P504.00), per proof liter.}

(¢) Medicinal preparations, flavosing extracts, and alt other
.
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preparations, except toilet preparations, of which, excluding
water, distilled spirits form the chief ingredient, shail be
subject to the same tax as such chief ingredient.

“This tax shail be proportionady increased for any strength of the
spirits taxed over proof spirts, and the tax shali attach to this substance
as soon as it is in existence as such, whether it be subsequenty
separated as pure or impure spints, or transformed into any other
substances either in the process of original production or by any
subsegquent process,

“Spirits or distilled spirits' is the substance known as ethyl aicohol,
ethanol 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 of
mixtures.

“Proof Spirits' is quor containing cne-half (1/2) of its volume of
alcoho! of a specific gravity of seven thousand nine hundred and tharty-
nine ten thousandths (0.7939) at fiteen degrees centigrade (15°C). A
‘proof liter' means a liter of proof spirits.

[“Net retail price’, as determined by the Bureau of intemal
Revenue through a price survey to be conducted by the Bureau of
internai 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 is sokd on retail in at feast 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 spisits is sold in at least five (5) major
suparmarkess in the region exchuding the amount intended to cover the
applicable excise tax and the value-added tax]

[* Variants of existing brands and vanants of new brarws which are
introduced in the domestic market after the effectively of this Act shall be
taxed Lnder the proper classification thereof based on their suggested
net retait price: Provided, however, that such classification shall not, in
any case, be lower than the highest classification of any vaniant of that
brand.]

i* A ‘variant of a brand' shalt refer to a brand on which a modifier is
prefixed and/or suffixed to the root name of the brand.]

[ New brands, as defined in the immediately foliowing paragraph,

5
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shall initially be classified according to their suggested net retail price.
Willful understatement of the suggested net retail price by as much as
fiteen percent (15%) of the actual net retail price shall render the
manufacturer tiabie for additional excise tax equivaient to the tax due and
difference between the understated suggested net retail price ancd the
actual net retait price

[ ‘New brand' shall mean a brand registered after the date of
effectivity of R.A. No. 8240.)

[* ‘Suggested net retsil price’ shall mean the net refail price at
which new brands, as defined above, of locally manufactured or imported
distilied spirits are intenced by the manufacturer or importer o be sold on
refail in major supermarkets or retail outlats 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 taunch, the
Bureau of Intemal Revenue shall validate the suggested net retail price
as defined herein and determine the cofrect tax bracket to which a
particular new brand of distied 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 retaii price of the time of revalidation in order to
finally determine the comect tax bracket which a particutar new brand of
distilled spirits shall be classified: Provided, fowsver, That brards of
distilled spirits infraduced in the domestic market between January 1,
1997 and December 31, 2003 shalt remrain in the classification under
which the Bureau of internal Revenue has determined them to beipng as
of December 31, 2003. Such classification of new brands and brands
infroduced between January 1, 1997 and December 31, 2003 shall not be
ravised except by an act of Congress.]

[ The rates of tax imposed under this Section shail be increase by
eight percent (§%) every twe years starting oh January t, 2007.]

[* Any dowrward reclassification of present categories, for tax
purposes, of existing brands of distilled spirits duly registered at the time
of effectivity of this Act which will reduce the tax imposed herein, or the
payment thereof, shall be prohibited ]

[* The classification of each brand of distifled spirits based on the
average net retail price as of October 1, 1996, as set forth in Annex "A’,
incduding the classification of brands for the same products which,
although not set forth in said Annex ‘A, were registered and were being

b
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commardially produced and marketed on or affer October 1, 1998, ard
which continde 1o e commercially produced and marketed after the
Hrectivity of this Act. shali remain in force until revised by Congress. |

"Manufacturers ang importers of distilled spirits shali, within thirty
{30} vays from the effectivity of this Act. and within the first five {5) days
of every third mionth thereafter, submit to the Commissioner a sworn
staternent of the voiume of sales for each particular brarnd of distilled Gf
spinits sold at his estabiishment for the three-month period immediately
greceding.

“Any manufacter or importer who, in violation of this Section,
knowingly misdeclares or misreprasents in his or its sworn statemant
herem required any pedtinent data or informaticn shalf, upon final findings
by the Commissioner that the violation was committed, be penalized by a
surmimary canceiladon of withdrawal of his or its permit to engage in
business as mamifaciurer of importer of distilied spirits.

“Any corporation. association or partnership lrable for any of the
acts of omissions in violaton of this Section shali be fined treble the
smount of deficency taxes swcharges and interest which may be
assessed pursuant to this Section,

“Any person liabie for any of the Acts or omission prohibited under
this Section shali be criminalty Hiable and penalized under Section 254 of
this Code Any persor wno willfully ads or abets in the commission of
any such act or amission shall be eriminally liable in the same manner as
ihe principal,

It the offender is not a citizen of the Philippines, he shall be
deponied immediately after serving the sentence, without further
proceedings for deportation.

SEC. 2 Sechon 142 of the National !Internal Revenue wode of

(1597}, as amendad by Pepublic Act No. 9334, is hereby further
amended to raad as nfiows:

"SEC. 142 Anes. — On wénes, there shall be collected per
fiter of voiume capacty, the following taxes effective January 1,
2012:

"{8) Spandhing wines/champagnes regardiess of proof |, if the
net retaii price per Lottie (exciuding the excise tax and the vaiue-
added tax} is;] - THREE HUNDRED PESOQS (P300.00);
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['(%) 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) Stil wines containing fourteen percent (14%)} of alcohot
by volume or less, Seventeen pasos and forty-seven centavos
(P17.47}]; and]

[‘({ c )} Still Wines coniaining more than foureen percent
{14%) but not more than twenty-five percent (25%) of alcohol by
volume, [Thirty-four pesos and ninety-four centavos (P34.54).}

(b} STILL WINES, REGARDLESS OF PROOF — FIFTY
PESOS (P50.00)

PROVIDED, THAT, EVERY YEAR THEREAFTER, THE
EXCISE TAX RATES PRESCRIBED HEREIN SHALL BE
ADJUSTED TO ITS PRESENT VALUE USING AN PPROPRIATE
PRICE INDEX FOR ALCOHOLIC DRINKS, AS PUBLISHED BY
THE NATIONAL STATISTICS OFFICE (NSO)."

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

["Net retail prce’, as determined by the Bureau of Internal Revenue
through a price survey 1o be conducted by the Bureau of Intemal
Revenue itseif, or the National Statisfics Office when deputized for the
purpose by the Bureau of Intermal Revenue, shall mean the price at which
wine is sold on retail in at least ten {10) major supermarkets in Metro
Manila, exciuding 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 wine spirits
is sold in at ieast five (5) major supermarkets in the region exciuding 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 after the effectivity of this Act shall be
taxed under the proper dassification thereof based on their suggested
net retail price: Provided, however, That such classification shall not in
any case, be lower than the highest diassification of any variant of that
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brand.]

[‘A "variant of a brand" shail refer to a brand on which a modifier is
prefixed andfor suffixed to the root name of the brand.}

[New bkrands, as defined in the immediately following paragraph,
shall initally be classified according to their suggested retail price.)

[C ‘New brand’ shall mean a brand registered afier the date of
effectivity of R.A. No. 8240.7)

[* "Suggested net retail price’ shall mean the net retail price at
which new brands, as defined above, of locally manufactured or
imported wines are intended by the manufacture or importer to be
sold con 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 Intemal Revenue shall validate
the suggested retall price of the new brand against the net retaii
price as defined herein and determine the correct tax bracket
under which a particular new brand of wine, as defined above,
shall be classified. After the end of eighteen (18) months from such
validation, the Bureau of Internal Revenue shall validate the initally
validated net retail price against the net retail price as of the time of
revaiidation in order to finally determine the correct tax bracket
which a particular new brand of wines shall be classified: Provided.
however, That brands of wines introduced in the domestic market
between January 1, 1997 and December 31, 2003 shal! remain in
the classification under which the Bureau of Internal Revenue has
determined them to belong as of Decermber 31, 2003. Such
classification of new brarkts and brands introduced between
January 1, 1897 and December 31, 2003 shall not be revised

except by any act of Cﬂ'tqress,]

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

[Any downward reclassification of present categories, for iax
purpeses, of existing brands of wines duly registered at the time of
the effectivity of this Act which will reduce the tax imposed herein,
or the payment hevecf, shall be prohibited. ]

[The classification of each brand of wines based on the average
net retail price as of October 1, 1996, as set forth in Annex ‘B,

9
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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 after the effectivity of
this Act, shall rernain in force until revised by Congress.]

“Manufacturers arxl importers of wines shail, within thirty (30} days
from the effectivity of this Act, and within the first five {5) days of
every month thereafier, submit to the Commissioner a swom
statement of the volume of sales for each particular brand of wines
sold at his establishment for the three month period immediatady
preceding.

“‘Any manufacturer or importer who, in violation of this
Section, knowingly misdeclares or misrepresents in his or its swom
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 importer of wines.

"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 Saction.

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

“If the affender is not a citizen of the Philippines, he shali be
deported immediately after serving the sentence, withouwt further
proceedings for deportation.

SEC. 3. Section 143 of the National Internal Revenue Code of

(1997), as amended by Republic Act No. 9334, hergby further
amended to read as follows:

"SEC. 143, Fermented Liquor. — There shall be levied,
assassed and collected an excise tax on beer, lager beer, ale,
porter and other fermented liquors except tuba, basi, tapuy and
similar fermented fiquors [in accordance with the following
schedule:] AN EXCISE TAX EQUIVALENT TO TWENTY-FIVE
PESOS (P25.00) PER LITER EFFECTIVE JANUARY 1, 2012

10
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PROVIDED, THAT, EVERY YEAR THEREAFTER, THE EXCISE
TAX RATE PRESCRIBED HEREIN SHALL BE ADJUSTED TO
ITS PRESENT VALUE USING AN APPROPRIATE PRICE INDEX
FOR ALCOHOLIC DRINKS, AS PUBLISHED BY THE NATIONAL
STATISTICS OFFICE (NSQ)."

[*a) If the net retail price {excluding the excise tax and the value-
added tax) per liter of volume capacity is less than Fourteen pesos and
fifty centavos (P14.50), the tax shall be Eight pesos and lwenty-seven
centavos (P8.27) per liter;}

[*(b) If the net retail price (exciuding the excise tax and value-
added tax) per liter of volume cepacily is Fourteen pesos and fifty
centavos (P14.50% up to Twenty-two pesos (P22.00), the tax shalt be
Twetve pesos and thirty centavos {P12.30) per liter;)

I"(c ) If the net retail price {excluding the excise tax and the value-
added tax) per liter of volume capacity is more than Twenty-two pesos
(P22.00), the tax shall be Sixwen pesos and thirty-three centavos
{P16.33) per liter.}

MVariants of existing brands and vanants of new brands which are
ntroduced 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, however, That such classification shall no, in
any case, be lower than the highest classification of any variant of that
brand.]

{“A ‘variant of 2 brand’ shall refer to & brand on which a modifier is
prefixed and/or suffixed to the root name of the brand.)

[‘Fermented liquors which are brewed and sold at microbrewenes
or smafl establishments such as pubs and restaurants shail ba subject to
the rate in paragraph (c) hereof }

[‘New brands, as defined in the immediately following paragraph,
shall initially be ciassified according to their suggested net retail price ]

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

[Suggested net retail price’ shall mean the net ratail price at which
new brands, as defined above, of locally manufactured or imported

. fermented ‘iguor are intended by the manufacturer or importer to be sold

on retail in major supermarkets of retail cutiets in Metro Manila for those
: i1
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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 Intemal Revenue shall vabidate the suggested net retail price of
the new brand against the net retail price as defined herein and
determine the correct tax bracket to which a particwar new brand of
fermented liquor, as defined above, shai be classified. After the end of
the eighteen (18} months from such validation, the Bureau of Intemal
Reverue shall revalidate the milially validated net retait price against the
net retail price as of the time of revalidation in order fo finally determine
the correct tax bracket which a particular new brand of fermented Rquors
shall be classified: Provided, however, That brands of fermented liquors
mntroduced in the domestic market between January 4, 1997 and
December 31, 2003 shall remain in the ¢lassification under which the
Bureau of Intenal Revenue has determined them to belong as of
Decamber 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.)

[“Net retail price’, as determined by the Bureau of Internal
Revenue through a price siivey to be conducted by the Bureaw of
imternal Revenue itself, or the National Statistics Office when deputized
for the purpose of Bureau of Intermal Revenus, shali mean the price at
which the fermented liquor is sold on retsl in at least twenty (20) major
supermarkets in Metro Manila{for brands of fermented liquor marketed
nationally), 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
fermented liquor is soid in at least five (5) major supermarkets in the
region excluding the amount intended to cover the applicable axcise tax
and the value-added tax.}

[“The classification of each brand of fermented liquor based on its
average net retal price as of October 1, 1996, as set forth in Annex 'C’,
ncluding 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 Cctober {1, 1596, and
which continue to be commarcially produced and marketed after the
effectivity of this Act, shall remain in force until revised by Congress.]

["The rates of tax impcsed under this Section shail be increased by
eight percent (8%) every two years starting on January 1, 2007 umtil
January 1, 2011.]

[Any downward reclassification of present categories, for iax

iz
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purposes, of existing brands of fermented liquor duly registered at the
time of the effectivily of this Act which wilt reduce the tax imposed herein,
or the payment thereof, shall be prohibited.]

“Every brewer or importer of fermented liquor shall, within thirty
(30) days from the effectivity of this Act, and within the first five (5) days
of every manth thereafter, submit io the Commissioner a sworn statement
of the volume of sales for each partictdar brand of fermented liquor soid
at his establishment for the three-month period immediateiy preceding.

“Any brewer or importer who, in violation of this Section, knowingly
misdeclares or misrepreserds in his or its swom statement hersin
required any pertinent data or information shall be penalized by a
summary cancellation o withdrawal of his or its permit to engage in
business as brewer or importer of fermented liquor.

“Any corporation, association or partnership liable for any the acts
of 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
cormmission of any such act or omission shall be criminally liable in the
same manrner as the principal.

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

Sec. 4. Section 144 of the National Internal Revenug Code of
(1867), as amended by Republic Act No. 9334, is hereby further
amended to read as follows:

*SEC. 144. Tobacco Products. — There shall be collectad a
tax of [One peso (P1.00j] TWO PESOS AND FIFTY CENTAVOS
(F2.50) on each kikigram of the following products of tobacco:

a) Tobacco twisted by hand or reduced into a condition
to be consumed in any manner other than the ordinary mode of
drying and curing;

by  Tobacco prepared or partially prepared with or without

i3
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the use of any machine of instruments or without being pressed or
sweetened except as otherwise provided hereunder; and

¢}  Fine-cut shorts and refuse, scraps clippings, cultings,
iarns and sweepings of tobacco except as otherwise provided
reunder.

Stemmed leaf tobacco, tobacco prepared or partially
prepared with or without the use of any machine or instrument or
without being pressed or sweetened, fine-cut shorts and refuse,
scraps, clippings, cuttings, stemns, midrbs; and sweepings of
tobacco resulting from the handling or stripping of whole leaf
tobacco shall be fransferred, disposed of, or otherwise soid without
any prepayment of the excise tax herein provided for if the same
are to be exported or to be used in the manufacture of cigars,
cigarettes, or other tobacco products on which the excise tax will
eventually be paid on the finished product, under such conditions
as may be prescribed in the rnies and regulations promulgated by
the Secretary of Finance, upon recommendation of the
Commissioner.

On tobacco spedcially prepared for chewing so as to be
unsuitable for use in any other manner, EFFECTIVE JANUARY 1,
2012, on each kilogram, [Seventy-nins centavos {FP0.79)] ONE
PESO AND EIGHTY-SEVEN CENTAVOS (P1.87).

["The rates of tax imposed under this Section shall be increased by
six pescent (6%) every two years starting on January 1, 2007 unil
January 1, 2011.7

PROVIDED, THAT ON JANUARY 1, 2013 AND EVERY YEAR
THEREAFTER, THE EXCISE TAX RATES PRESCRIBED HEREIN
SHALL BE ADJUSTED ANNUALLY TO THEIR PRESENT VALUE
USING AN APPRCPRIATE PRICE INDEX FOR TOBACCO
PRODUCTS, AS PUBLISHED BY THE NATIONAL STATISTICS
OFFICE {NSO}.”

Manufacturers and importers of tobacco products shall, within thirty
(30) days from the effectivity of this Act, and within the first five (5) days
of every month thereafter, submit to the Commissicner a sworn statement
of the volume of sales for each particuiar brand of tobacco products sakd
[at their establishment] far the three-month period immediately preceding.

Any manufacturer of importer who, in violation of this Section,

14
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knowingly misdeclares and misrepresents in his or its swomn 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 o importer of cigar and
cigareties.

Any corporation, association or parinership 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 persen liable for any of the acts or omission prohibited under
this Saction shall be crAminally iable 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 ciizen of the Philippines, he shali be
deported. mmediately after serving the sentence, without further
proceedings for deportation.

Sec. 5. Section 145 of the National Intemnal Revenue Code of
1997, as amended by Republic Act No. 8334, is hereby further amended
to read as follows:

“SEC. 145. Cigars and Cigarettes.

A} Cigars. — There shall be levied, assessed and coliected
On cigars [an ad valoremn tax based on the retail price] A TAX
OF TWQO HUNDRED PESOS (P200.00) per cigar.
{(excluding the excise tax and the valus-added tax) in
accordance with the following schedule:)

[*1) If the net retait price per cigar is Five hundred
pesos, (P500.00) or less, ten percent (10%); and]

[*2) If the net retail price per cigar is (excluding the
excise tax and the value-added tax) is more than Five
hundred peses (P500.00), Fifty pesos (P50.00) plus
fiteen percent (15%) of the net retail price in excess
of Five hundied pesos (P500.00)."]

PROVIDED, THAT ON JANUARY 1, 2013 AND EVERY
YEAR THEREAFTER, THE EXCISE TAX RATE PRESCRIBED
HEREIN SHALL BE ADJUSTED ANNUALLY TO iTS PRESENT

15
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VALUE USING AN APPROPRIATE PRICE INDEX FOR
TOBACCO PRODUCTS, AS PUBLISHED BY THE NATIONAL
STATISTICS OFFICE (NSO).-

(B8) Cigarcttes Packed by Hand. — There shall be levied,
assessed and collected on cigarettes packed by harxd a tax
at the rates prescribed befow:

EFFECTIVE ON JANUARY 1, 2012, FOURTEEN PESOS
(P14.00) PER PACK:

EFFECTIVE ON JANUARY 1, 2013, TWENTY TWO PESOS
(P22.00) PER PACK:

EFFECTIVE ON JANUARY 1, 2014, THIRTY PESOS
(P30.00) PER PACK,

"PROVIDED, THAT ON JANUARY 1, 2015 AND EVERY YEAR
THERAFTER, THE EXCISE TAX RATE PRESCRIBED HEREIN
SHALL BE ADJUSTED ANNUALLY TO TS PRESENT VALUE
USING AN APPROPRIATE PRICE INDEX FOR TOBACCO
PRODUCTS, AS PUBLISHED BY THE NATIONAL STATISTICS
OFFICE (NSO)."

Ouly registered or existing brands of cigarettes or new brands
thereof packed by hand shall only be packed in thities. ANY
BRAND NOT PACKED IN THIRTIES SHALL BE PROHIBITED
AND SUBJECTED TO PENALTIES PROVIDED UNDER THIS
ACT, WITHOUT PREJUDICE TO OTHER ADMINISTRATIVE OR
CRIMINAL PENALTIES THAT MAY BE IMPOSED ON THE
MANUFACTURER, IMPORTER AND DISTRIBUTOR OF THE
SAID BRAND.

["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, 2003, Two pesos and forty-seven
centavos (P2.47) per pack; and)

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

16



1 (C} Cigarettes Packed by Machine. ~ There shall be levied,
2 assessed and collected on cigarettes packed by machine a tax at the
3 rates prescribed below:
F
5 EFFECTIWVE ON JANUARY 1, 2012-
6 .
7 (1} IF THE NET RETAIL FPRICE (EXCLUDING THE EXCISE
8 TAX AND THE VALUE-ADDED TAX) 15 TEN PESOS
9 {P10.00) AND BELOW PER PACK, THE TAX SHALL
10 BE FOURTEEN PESOS {14.00) PER PACK;
11
12 {2) IF THE NET RETAIL PRICE {EXCLUDING THE EXCISE
13 TAX AND THE VALUE-ADDED TAX) IS MORE THAN
14 TEN PESOS (P10.00) PER PACK, THE TAX SHALL
15 BE THIRTY PESOS (P30.00) PER PACK;
17
18
19 EFFECTIVE ON JANUARY 1, 2013-
20
23 (1) 'F THE NEY RETAIL PRICE (EXCLUDING THE
22 EXCISE TAX AND THE VALUE-ADDED TAX) IS TEN
2 PESOS (P10.00} AND BELOW PER PACK, THE TAX
24 SHALL BE TWENTY-TWO PESOS (P22.00} PER
25 PACK;
26
27 {2y IF THE NET RETAIL PRICE (EXCLUDING THE
28 EXCISE TAX AND THE VALUE-ADDED TAX} IS
29 MORE THAN TEN PESOS (P10.00} PER PACK, THE
30 TAX SHALL BE THIRTY PESOS {P30.00) PER
31 PACK:
12
33
34
3R EFFECTIVE ON JANUARY 1, 2014, THE TAX
37 SHALL BE THIRTY PESOS (P30.00) PER PACK;
38
39 PROVIDED, THAT ON JANUARY 1, 20115 AND EVERY YEAR
40 THEREAFTER, THE EXCISE TAX RATE PRESCRIBED HEREIN
41 SHALL BE ADJUSTED ANNUALLY TO ITS PRESENT VALUE
42 USING AN APPROPRIATE PRICE INDEX FOR TOBACCO
43 PRODUCTS, AS PUBLISHED BY THE NATIONAL STATISTICS
a4 OFFICE {NSO).”
45
46 ALL BRANDS OF CIGARETTES EXISTING IN THE MARKET AT
47 - THE TIME OF THE EFFECTIVITY OF THIS ACT SHALL BE

43 CLASSIFIED  ACCORDINGLY FOR THE PROPER
' 17
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DETERMINATION OF THE TAX LIABILITY IN ACCORDANCE
WITH THE SCHEDULE PROVIDED ABOVE.

"(1) if the net retail price (excluding the excise tax and the value-
added tax) is below Five pesos (P5.00) per pack, the tax shali be:]

["ERective an January 1, 2005, Two pesos (P2.00) per pack;

[Effective on January 1, 2007, Two pesos ard twenty-three
centavos (P2.23) par pack;]

[*Effective on January 1, 2009, Two pesos and forty-seven
centavos (P2.47) per pack; and)

[*Effective on January 1, 2011, Two pesos and seventy-two
cenfavos (P2.72) per pack.}

[*(2} If the net retail price (excluding the excise tax and the value-
added tax) is Five pasos (P5.00) but does not exceed Six pesos
and fifty centavos {P8.50) per pack, the tax shall be:

[Effective on January 1, 2005, Six pesos and thirty-five centavos
{P&.35) per pack;]

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

[Effective on January 1, 2008, Seven pesos and fourteen
cantavos (P7.14)} per pack; and}

[*Effective an Jarary 1, 2011, Seven pesos and fifty-six centavos
{P7.58) per pack.]

[*(3) If the net retail price (exchuding the exdise tax and the value-
added tax} exceeds Six pesos and fifty centavos (P6.50) but does
not exceed Ten pesos {P10.00) per pack, the tax shall be:}

['Effective on January 1, 2005, Ten pesos and thirty-five 2entavos
{FP10.35) per pack;]

[‘Effective on January 3, 2G07, Ter pasos and eighty-eight
centavos (P10.88) per pack:]

[“Effective on January 1, 2009, Eleven pesos and forty-three
centavos (P11.43) per pack and;]

is



W00~ O oW B LA

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

[{4) If the net retail price (excluding the excise tax and the value-
added tax) is above Ten pesos (P10.00} per pack, the tax shall be}

[*Effective on January 1, 2005, Twenty-five pesos (P25.00) per
pack;]

[‘Effective on January 1, 2007, Twenty-six pesos and six centavos
(P26.06 per pack;)

['Efi‘ecﬁve on January 1, 2009, Twenty-seven pesos and sixteen
centavos (P27.16) per pack; and)

{"Effective on January 1, 2011, Twenty-sight pesos and thirty
centavos (P28.30) per pack )

Variants of existing brands and vanants of new brands of
cigarettes which are introduced in the domestic market after the effectivity
of this Act shal! be taxed under the proper classification thereof based on
their supgested net retail price: Provided, however, That such
classification shall not n any case, be lower than the highest
classification of any variant of that brand.

A ‘vanant of a brand’ shall refer to a brand on which & modifier is
prefixed and/or suffixed to the roct name of the brand.

Duly registered or existing brands of cigarettes or new brands
thereof packed by machine shall only be packed in twenties. ANY
BRAND NOT PACKED IN TWENTIES SHALL BE PROHIBITED AND
SURBJECTED TO PENALTIES PROVIDED UNDER THIS ACT,
WITHOUT PREJUDICE TO OTHER ADMINISTRATIVE OR CRIMINAL
PENALTIES THAT MAY BE IMPOSED ON THE MANUFACTURER,
IMPORTER AND DISTRIBUTOR OF THE SAID BRAND.

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

“New brands as defined in the immediately following paragraph,
shall initially be clagsified according to their suggested net retail price.

19
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“New brand” shall mean a brand registered after the date of
effectivity of [R.A No. 8240] THIS ACT.

“Suggested net rotail price” shall mean the net retail price at which
new brands, as defined above, of locafly manufactured or imported
cigareites are intended by the manufacturer or importer to be sold on
retail in major supermarkets or retail outlets in Metro Manita for those
marketed rationwide, and in other regions, for those with regional
markets. At the end of three (3) months from the product launch, the
Bureau of Intemal Revenue shali validate the suggested net retai price of
the new brand against the net retail price as defined herein and
determine the correct tax bracket undar which a particular new brand of
cigarette, as defined above, shail 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 under which a parficslar new brand of cigarettes shall be
dassified. [ Provided, however, That brands of cigarettes introduced in
the domestic market between January 1, 1987 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 infroduced between January 1,
1997 and December 31, 2003 shall not be revised except by an act of

Congress.}

‘Wet retail price’, as determined by the Bureau of Intemal Revenue
through a price survey fo be conducted by the Bureau of imemal
Revenue itself, or the National Statistics Office when deputized for [the]
this purpose by the Bursau of Intemal Reverwe, shall mean the price at
which the cigarette is sold on refail in at least twenty (20) major
supermarkets in Mefro Manita {for brands of cigarettes marketed
nationally), excluding the amount intended to cover the applicable excise
tax and value-added tax. For brands which ara marketed only oulside
Metro Manila , the ‘net refai price’, shall mean the price at which the
cigarette is sold in at least five (5} major supermmarkets in the region
exciuding the amount intended to cover the applicable excise tax and the
value-added tax. THE MAJOR SUPERMARKETS SHALL BE THOSE
WITH THE HIGHEST TOTAL GROSS SALES IN METRO MANILA OR
THE REGION, AS THE CASE MAY BE, AS DETERMINED BY THE
NATIONAL STATISTICS OFFICE.

[The classification of each -brand of cigarettes based on the
average net retail price as of October 1, 1996, as set forth in the Annex
‘D, including the classification of brands for the same products which,

20
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atthough not set forth in said Annex ‘D', were registered and were being
commersially produced and marketed on or after October 1, 1986, anl
which continue to be commercially produced and marketed afler the
effectively of this Act, shalt remain in force until revised by Congress.]

Manufacturers and importers of cigars and cigarettes shall, within
thirty (20) days from the effectivity of this Act, and within the first five {5}
days of every month thereafter, submit to the Commissioner a sworm
staternent of the volume of sales for each particular brand of cigars
andior cigarettes sold [at his estabiishment] for the three-month period
immedrately preceding.

Any manufacharer or importer who, in viclation of this Secton,
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 importer of cigars or cigarettes.

Any corporation, association or partnership liable for any of the
acts or omissions in violation of this Sectlon shall be fined trable 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 omission prohibited under
this Section shall be criminally iable and penalized under Section 254 of
this Code. Any person who willfully aids or abets in the commission of
any such act or omission shadl be criminally liable in the same mannes as
the principal.

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

Saction 8. Section 131, Subsection A of the National Internal Revenus
Code of 1997, as amended by Republic Act No. 9334, is hereby further
amended as fallows:

“SEC. 131. Payment of Excise Taxes on imported Articles. —

(&) Xaxx

Xxx

The provision of any special or general law to the contrary
' 21
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notwithstanding, the importation of cigars and ciganettes,
distilled spirits, fermentad lquors and wines into the
Ohilippines, even if destined for tax and duty-free shops,
shall be subjoct to ali applicable taxes, duties, charges,
including excise taxes due thereon. This shall apply to cigars
and cigarettes distilled spirits, fermented liquors and wines
brought directly into the duly chartered or legisiated freaports
of the Subic Special Economic and Freeport Zone, created
under Republic Act No. 7227; the Cagayan Special
Economic Zone and Freeport, created under the Republic
Act No. 7922; and the Zamboanga City Special Economic
Zone, created Repubfc Act No. 7803, and such other
freeports as may hereafter be established or created by iaw,
Provided, further, that NOTWITHSTANDING THE
PROVISIONS OF REPUBLIC ACTS 5400 AND 8593,
importations of cigars and cigarettes, distiled spirits,
fermented liquors and wines made directly by a governmment-
owned-and-operated duty-frea shop, like the Duty-free
Philippines (DFP), shall be exempted from ail applicable
duties ony; x x x

XXX

Articles confiscated shall be DESTROYED USING THE MOST
ENVIRONMENTALLY FRIENDLY METHOD AVAILABLE
[disposed of in accordance with the rules and reguiations to be
promulgated by the Secretary of Finance, upon recommendation of
the Commissioners of Customs and Internal Revenue, upon
consuitation with the Secretary of Tourism and General-manager
of the Philippine Tourism Authority ]

Section 7. Section 288, subsections b and ¢ of the National Intemal
Revenue Code of 1997, as amended by Republic Act No. 9334 is hereby
further amended to read as follows:

“{B) Incremental Revenues from Republic Act No. 8240. - Fifteen percent
[15%) of the incremental revenue coliected from the excise tax on
tobacco products under R.A. No. 8240 shall ba allocated and divided
among the provinces producing buriey and native tobacco in accordance
with the volume of tobacco leaf production. The fund shall be exclusively

22
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utilized for pregrams [in pursuit of the following objectives] TO
FROMOTE ECONCMICALLY VIABLE ALTERNATIVES FOR TOBACCO
FARMERS AND WORKERS SUCH AS:

{10 PROGRAMS THAT WILL PROVIDE INPUTS, TRAINING, AND
OTHER SUPPORT FOR TOBACCO FARMERS WHO SHIFT TO
PRODUCTION OF AGRICULTURAL PRODUCTS OTHER THAN
TOBACCO.

(2} PROGRAMS THAT WILL PROVIDE FINANCIAL SUPPORT FOR
TOBACCO FARMERS WHO ARE DISPLACED OR WHO CEASE
70O PRODUCE TOBACCO VOLUNTARILY.

(3} COCPERATIVE PROGRAMS TO ASSIST TOBACCO FARMERS
IN PLANTING ALTERNATiVE CROPS OR IMPLEMENTING
OTHER LIVELIHOOD PROJECTS.

[{1} Cooperative projects that will enhance better quality of agricuktural
products and ingrease income and productivity of farmers;’]

§*(2) Livelihood projects, particularly the deveiopment of altemative
farming system to enhance farmer's income; and]

“{(3) Agro-indusinal projects that will enable tobacco farmers to be
involved in the managemsant and subsequent ownership of projects, such

as post-harvest and secondary processing fike cigarette manufacturing
and by-product utilization ]

“The Department of Budget and Management, in consultation with the
DEPARTMENT OF AGRICULTURE [Oversight Commiitee created under
said R.A. No. B240], shall issue {the commesponding] rules and regulations
governing the aliocation and disbursement of this fund, NOT LATER

THAN ONE HUNDRED EIGHTY (1B0) DAYS FROM THE EFFECTIVITY
OF THIS ACT.

{C} incremental Revenues from the Excise Tax on Alcohol and
Tobaceo Prodiicts. -

[(1) Twe and a half percent (2.5%) of tha incremental revenue from the
excise tax on aicohol and tobacco products starting tanuary 2005 shall
be remitted diractly to the Philippine Health Insurance Corporation for the

purpose of meeting and sustaining the goal of universal coverage of the
National Health insurance Program; and)
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[{2} Two and a half percent {2.5%) of the incremental revenue from the
excise tax on alcohol and tobacco products starting January 2005 shatll
be credited o the account of the Department of Health and constiuted as
a trust fund for its disease prevention program.]

{"The earmarking provided under this provision shall be observed for five
{5} years starting from January 2005.7]

*A PORTION OF THE INCREMENTAL REVENUES FROM THIS ACT
SHALL BE ALLOCATED TO FINANCE THE UNIWERSAL MEALTH
CARE PROGRAM, THE AMOUNT OF WHICH SHALL BE COMPUTED
ON THE BASIS OF THE ANNUAL REQUIREMENT OF THE SAID
PROGRAM AS DETERMINED BY THE DEPARTMENT OF HEALTH.”

SECTION 8 ANNUAL REPORT- THE DEPARTMENT OF
BUDGET AND MANAGEMENT, THE DEPARTMENT OF
AGRICULTURE, THE  PHILIPPINE HEALTH  INSURANCE
CORPORATION, AND THE DEPARTMENT OF HEALTH SHALL EACH
SUBMIT TO THE OVERSIGHT COMMITTEE CREATED UNDER RA.
8240 A DETAILED REPORT ON THE EXPENDITURE OF THE
AMOUNTS EARMARKED THIS SECTION, ON THE FIRST WEEK OF
AUGUST OF EVERY YEAR. THE REPORTS SHALL BE
SIMULTANEOUSLY PUBLISHED IN THE OFFICIAL GAZETTE AND
THE AGENCIES' WEBSITES.

SECTION 9. OVERSIGHT COMMITTEE - THE COMPOSITION
OF THE OVERSIGHT COMMITTEE CREATED UNDER RA. 8240
SHALL INCLUDE THE AGRICULTURE AND HEALTH COMMITTEE
CHAIRPERSONS OF THE SENATE AND THE HOUSE OF
REPRESENTATIVES, AS PART OF THE FOUR {4) MEMBERS TO BE
APPOINTED FROM EACH HOUSE.

UPON RECEIPT OF THE AGENCIES' ANNUAL REPORTS, THE
COMMITTEE SHALL REVIEW THEM AND ENSURE THE PROPER

IMPLEMENTATION OF THIS ACT AS REGARDS THE EXPENDITURES
OF THE EARMARKED FUNDS.

SECTION 10. Implementing Rules and Regulations. — The
Secretary of Finance shall upon the recommendation of the
Commissicner of intemal Rewvenue, Jand in consultation with the
Department of Heaith,} promuigate the necessary rules and regulations
for the effective implementation of this Act, NOT LATER THAN ONE
HUNDRED EIGHTY (180) DAYS UPON THE EFFECTIVITY OF THIS
ACT. THE RULES AND REGLHATIONS TO BE PROMULGATED
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UNDER SECTION 6 HEREOF SHALL FORM AN INTEGRAL PART OF
THE IMPLEMENTING RULES AND REGULATIONS,

SECTION 11. Separabilily Clause. - If any of the provisions of this
Act is declared invalid by 2 competent court, the remainder of this Act or
any provision not affected by such deciaration of invalidity shall remain in
force and effect. SECTION 12. Repealing Clause. — All laws, decrees,
ordinances, rules and regulations, executive or administrative orders, and
such other presidential issuances that are inconsistent with any of the
provisions of this Act are hereby repealed, amended or otherwise
modifiec accordingty.

SECTION 13. Effectivily. - This Act shall take effect fifteen (15)
days after its publication in a newspaper of general circulation.

Approved

25



