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New Guidelines: Tax on Separation 
Pay

An official or employee separated from his 
employer because of death, sickness or other 
physical disability or for any cause beyond the 
control of the said official or employee shall be 
exempted from income tax and withholding tax 
on the amount received thereof, regardless of 
age or length of service. 

Instead of requesting for rulings confirming 
that the separation pay received by an 
employee or by his heirs because of death, 
sickness or other physical disability is tax 
exempt, a Certificate of Tax Exemption shall be 
issued by the Regional Director of the BIR. 
However, if the reason of separation from the 
employer is for any other causes beyond the 
control of the official or employee, a request 
for ruling confirming tax exemption shall be 
processed at the Law Division in the National 
Office. 

Supporting documents must be submitted to 
the Revenue District Office where the employer 
is originally registered such as letter request 
from the Official/Employee or by his heirs or 
the employer for the exemption of separation 
benefits from income tax and withholding tax, 
certified true copy of Death Certificate or 
Sworn Affidavits executed by the attending 
physician and the employer’s representative, 
and clinical record or laboratory examination 
confirming the illness suffered by such 
official/employee or medical certificate 
confirming the physical disability of the 
official/employee, whichever is applicable. 
Other documents may also be required by the 
BIR to prove entitlement to the exemption. 

(Revenue Memorandum Order No. 
26-2011, June 13, 2011)

NCR New Wage Order Provides COLA 

The Regional Tripartite Wages and Productivity Board- 
National Capital Region (Board) issued the new wage rates 
within the NCR as follows:

This shall apply to all minimum wage earners in the private 
sector in NCR, regardless of position, designation or status 
of employment and irrespective of the method by which 
they are paid. However, household or domestic helpers, 
persons in the personal service of another, including 
family drivers and workers of duly registered Barangay 
Micro Business Enterprises with Certificates of Authority 
are not covered. 

Any person, company, corporation, partnership or any 
entity engaged in business shall submit a verified report 
on their wage structure to the Board not later than 
January 31, 2012 and every year thereafter.
 
COLA forms part of the New Wage Rates as statutory 
minimum wage in the NCR. Hence, MWEs receiving not 
more than the New Wage Rate (inclusive of COLA), 
including holiday pay, overtime pay, night shift differential 
pay and hazard pay, if any, shall be exempted from income 
tax.

(Revenue Memorandum Circular No. 23-2011, June 
8, 2011)

Sector/Industry Basic 
Wage 

COLA New Wage 
Rates 

Non-Agricultural P404 P22 P426 
Agriculture P367 P22 P389 
Private Hospitals 
with bed capacity 
of 100 or less 

P367 P22 P389 

Retail/Service 
Establishments 
employing 15 
workers or less 

P367 P22 P389 

Manufacturing 
Establishments 
regularly 
employing less 
than 10 workers 

P367 P22 P389 
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eDST Clarified

Filing and payment of documentary stamp tax (DST) 
will now be thru the internet or the so-called eDST 
system via BIR website. 

The BIR elucidated that there will be no more further 
extension of the full implementation of the eDST 
System. 

The deadline in filing DST returns and payment of the 
taxes should be any time between the actual dates of 
the transaction (i.e. making, signing, accepting or 
transferring of documents) up to the 5th day of the 
succeeding month. 

ATC for Tiered Deposits is DS 106. All debt instruments 
are subject to DST of One peso (P1.00) on each Two 
Hundred (P200.00) or fractional part thereof, of the 
issue price of any such debt instrument. 

If the term of the instrument is less than one (1) year, 
the DST is computed by taking into consideration the 
number of days that the instrument is outstanding as 
a fraction of 265 days, DST computation is as follows:

DST = Issue price/200 x P1.00 x term/365 (rounded off 
to the nearest centavo)

If the debt instrument has a term of one (1) year or 
longer, the DST due shall be computed based on the 
issue price of the debt instrument, as follows:

DST = Issue price/P200 x P1.00

ATC for Foreign Dollar or 3rd currency Telegraphic 
Transfer (Peso Paid), Local Peso Telegraphic transfer 
(PDDTS or GSRT) and Local Dollar Telegraphic Transfer 
(Peso Paid GSRT) are as follows:

Foreign Dollar or 
3rd currency 
Telegraphic 
Transfer (Peso Paid)

Local Peso 
Telegraphic transfer 
(PDDTS or GSRT)

Local Dollar 
Telegraphic 
Transfer (Peso Paid 
GSRT)

Section 182 
of NIRC

Section 180 
of NIRC

Section 181 
of NIRC

DS108

DS126

DS126

Foreign Bills 
or Letters 
of Credit

Bills of 
Exchange or 
Drafts

Bills of 
Exchange or 
Drafts

P0.30 for 
every P200

P0.30 for 
every P200

P0.30 for 
every P200

The DSTs due on the above fund transfers are not 
computed based on the fixed rate of P1.50 per 
transaction imposed on “bank checks, drafts, 
certificates of deposits not bearing interest and other 
instruments” under Section 178 of the Tax Code but 
based on the values of the fund transfers under 
Sections 180, 181 and 182 of the same Code. 

Dollar denominated telegraphic transfer shall be 
translated to the local currency by using the prevailing 
exchange rate at the Philippine Dealing System (PDS) 
at the time of the acceptance of the Bill or Exchange or 
Draft. 

Further, computation of the DST in the eDST System is 
based on the formula indicated in the Tax Code. 
Fractional part of the tax base is also considered and 
the system computes the DST by rounding off first 
before multiplying by the DST rate and term. 

If Principal is Php 366,755.00, the DST rate is 1/200 and 
the term is 30 days, DST will be computed as follows:

Php 366,755.00/200=1,833.775 rounded to 1,834 then 
multiplied by the tax rate and term=1,834 x 1.0 x 30/365

       = P150.739 = P 150.74

(Revenue Memorandum Circular No. 24-2011, 
May 16, 2011)

Corporate Tax Liability, not Personal to 
its President/Owner

In 2003, Mr. Gregorio Villamar Araño was the President 
of Discovery Drug-Las Piñas, Inc. (DDLPI) and as such 
he received income from his services. He was assessed 
of deficiency income tax and value-added tax not as a 
president of a corporation but as the sole proprietor of 
Discovery Drug and not DDLPI. The assessments were 
the result of the computerized matching conducted by 
the BIR on the sales of the suppliers of Discovery Drug 
where a discrepancy was discovered against the 
purchases declared by Discovery Drug in its tax returns 
which amount was treated as undeclared sales and 
income. 
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The Court of Tax Appeals denied the petition of the BIR 
stating that Mr. Araño as president of DDLPI did not act 
with malice or bad faith to disregard corporate fiction. 
DDLPI had a separate judicial personality distinct from 
the persons composing it. Thus, it is not proper and 
legal for the BIR to assess Mr. Araño for the alleged tax 
liabilities of DDLPI.  

(Commissioner of Internal Revenue vs. Gregorio 
Villamar Araño, CTA Case No. 7491, June 8, 
2011)

Tax Digest by: Marissa C. Yambao
The author is a tax lawyer at Alas, Oplas & Co. CPAs.

For clarification, tax queries or if you need our 
assistance in securing BIR ruling, you may call us at 
telephone number (632)759-5090 or email us at 
aocheadoffice@rsmalasoplascpas.com or visit us at 
our website: www.alasoplas.com

This publication should not be used or treated as 
professional advice. The information in this 
publication should not be relied upon to replace 
professional advice on specific matters and its 
contents must not be used as a basis for formulating 
decisions under any circumstances. Readers of this 
material are advised to seek professional advice 
before making any business decision or you may call 
and ask for the full text.

TAX ADVISORY & COMPLIANCE SERVICES

Compliance with tax laws and authorities is an 
integral part of operating harmoniously with the 
external business environment. Our tax advisers 
offer a wide range of tax advisory and compliance 
services.

Alas Oplas offers:

Tax Due Diligence and Tax Compliance Review

Tax Return Preparation and Filing

Tax Audit Advisory and Tax Assessment

Tax Opinion and Studies

Request for Tax Rulings

Tax Seminars and Trainings

Tax Planning

Application for Tax Refund/Credit

Other Tax Services


