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EXECUTIVE ORDER NO. 36

FURTlffiR AMENDING CERTAIN SECTIONS OF THE NATIONAL INTERNAL
REVENUE CODE, AS A..~ED .

WHEREAS t there is a need to simplify the sales tax struc-
ture to effect better compliance and administration;

WHEREAS, to recoup the differential arising from the
simpli.fication o.f the sales tax structure with respect to auto-
mobiles, there is a need to impose an additional excise tax on
certain automobiles;

NOW, THEREFOr~, I, CORAZON C. AQUINO, President of the
Philippines, do 'pereby order:"

SECTION 1. 'S,ection 162, subpa~agraph (c), of the National
Internal Revenue Code, as amended, is hereby further amended
to read as folloW's:

"(c) ImrJorted articles. -;,,"hen the articles
are imported, ~he percentag-e taxes established in
Section 163 of this Code shall be paid in advance
by the importer prior to the release of such arti-
cles from custom5 custod)p, based on the total value
used by the Bureau of Customs in determi~ing tariff
and customs duties, including customs duties and
other charbes. On the original sale, barter, ex-
change or transfer of such imported ar"ticl.es by the
importer himself, there shall be levied, assessed
and collected a sales t~~ ~t the same rate on the
gross value in money of the articles so sold,
barter-ed, exchanged or "t:ransferred: ~ro\"id£~, That
the tax paid in advance by the impor~er shall be
credited agaiust the sales tax due on the ori;inal
sale. Ttle "tax required to be paid herein shall not
apply to articles to be used b)" the importer himself
in the manufacture or prepara"t:1_on of articles sub-
ject to excise tax (except automobiles) under Title
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the National Economic and-Development Authority
certifies to the availability of local raw materials
of sufficient quantity, comparable quality and price
to meet the needs of manufacturers subject to excise
tax., the importation of such raw materials shall be
subject to the tax herein imposed."

SECTION 2. Sect.ion 163 of the National Internal RevenueCode, 
as amended, is hereby further amended to read as follows:

"Section 163. Pe!:c~~t~.!!;"e_ta~ ~porigina! sa!es.
of articles. -There shall be le\'led, assessed and..
collected, once only on every orlg1nal sale, barter,
exchanbe, or similar transaction for nominal or
valuable consideration intended to transfer owner-
ship of, or title to, the articles herein below enu-
merated a tax based on the gross selling price or
bross value in money of the articles so sold, bartered
exchanged, or transferred, such tax to be paid by the
manufacturer, producer or importer:

(1) Thirtyper__s~nt (3a7~), on the fol1owin~
non-ess~ntial ar~icles:--

(e.) ]\.11 articles commonl)- or corr.rnc:'cially
known as jewelr~~, whether real or imitation,pearls, 

precious and semi-precious stones and

imitations thereof; articles made of, or

o~namented, mounted or fit~ed with, precious

metulsor imitations thereof or ivory (not

including surbical and dental instruments,

silver-plated wares, frarnes or mountings for

spec~acles ot eye~lasses, and defital gold or

gold alloys and o"ther pre=ious metals used in

~.')' .T' ..T .
h th)...:Ll lng, moun"tln; or _1.'t~:.nb o~ ..e tee;

opera glasses and lorgnettes. The term

'precious me~Als' shall include platinum, gold,

silver, and other me~als of similar or greatervalue. 

The "term "imitR"tions thereof' shall

include platin~s and alloys of such metals.

(b) Perfumes, essences, extrac"ts, toil.eiwaters, 

cosmetics, hair dressin;-s, he.:.r' dyes~
., , ..
n2.l.r restorat1.ves, aroms"l.C cacnous, -;:'Ol..let
powders, (exccpt ioo'th and mouth wash~s, aerl-
tifrice, talcum and medica~ed toilet powders,
hair oils and poDlades).
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Dice, mahjong sets and pla~~ing cards.

Jukeboxes.

(e) Automobiles (except motor vehicles ..
classified as trucks, jeeps and utility-vehicles). 

A sale of an automobile shall,
for purposes of this section, be considered
as a sale of the chassis and of the body,
together with parts and accessories with
which the same is usually equipped, including
the other parts and accessories permanently
attached thereto at the time of the original
sale.

(f) Parts and accessories of automobiles
which are primaril)" for ornamentation or
embellishment.

(g) Yachts and other vessels intended for
pleasure or sports.

(h) ~arpsichords, accordions, pianos and elec-tric 
or electronic musical organs.
\.

(i) Fi}earms and cartridges or other forms
of ammunition.

(j) lIousehold-t)~e electric VaCUUIT! cleaners
or polishers.

(l~) \vashing machines, clothes dryers and com-
bina-:ion washing: machine and clothes dryers
of all tJ'"Pes.

(1) Textiles wholly or in chief valu~ of silk,
woo.l, or linen; n~.lon or other s~~thetic and/or.
chem:ica.l fabrics not intended for clothin6; wool
and silk hats; and furs and manufact~es thereof.

(m) Electrici t~' and/or better)' ope~ated beauty
equipment and a~cessories.

(n) Elect:-icity and/or b.e.tte:-y operated toys.
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combination radio-phonograph sets,
tape recorders, \.id~o tape recorders, ta?e
decks, car stereos, cassette radios, and
similar articles for reproducing and/or
recording music, sound and ~mages and anycombination thereof. -

(p) Air-conditioning units

(q) Similar or analogous articles, substances
or preparations to those enumerated above as
determined by the Cowmissioner of Internal
Revenue based on the essentiality of thearticles.

Any material, part or accessory of the above-
mentioned articles shall be taxed under this
section..

(2) Ten per cent (lOOt,~), on the followingesse~ti~_l'articles:"

(a) ',Processed meat, fruits, vegetables, fish
and o,ther sea foods and other processed food
produ'c,ts for human consumption.'.

(b) r;rocessed milk, creamers, dair)" products,
butter and its substitutes lil::e marr;arine.

Bread and bal.:ery products

Lard, shortening and /cool;.ing oil.

(e) Dever~;es and corlcen~~ates the~eof, wllether
in liquid, po\vder or ~~anulated form, intended
for consumption as a d:-'inl:, including bu"t not
limited to, processed coffee, cocoa, i.ea or ,;;inr;cr.

\',Theat flour

Clothes 

and ~cJ:tiles intended for clothing.

(h) ~i~cicines and articles primarily intended for
., "'... " ' h .t'~ne al..UU3-nl.s..rat.1on ~. ereoJ...

~oo~hbrush~$ and tooth-Q" Pi """"""' 11' ,.
S-,,1:;.::- ...,(i) Soaps,pastes.

(j) \~riting pads, notebool;:s, orcinarypcncils 
~nd disposable b~:l?ens.

lead
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(k) Cement, hollow blocks, logs, lumber,
plywood, pl~-board, fiberboard, 61ass, roofing
materials, steel bars, nails, sand and gravel,
woven bamboo splits (sawali), nipa shin6les,
bamboo, basic sanitary and plumbing fixtures
and fittings.

(1) Fish, poultr)', swine and cattle feeds.

(m) Fertilizers, pesticides and technical
materials for use in the formulation ofpesticides.

(n) Spare parts and accessories of motor
vehicles, except tires.

For purposes of sub-parabraphs (a) and (b)
above, "the term "processed" as applied to the
food products mentioned therein means that
such products have undergone the process of
curing, canning, bottling or other manufac-
turing process. It does not include those
whi~ have merely undergone the simple process
of p~eservation such as freezing, refrigeration,
drJ~ing-, salting or smoking.

Any article subjectto the oribinal sales tax,
when used as a raw material in the manufacture
or ?reparation of the above essential articles,
shall be taxed at the same rate as the finished
product, except when such material is t~~ed
under sub-'section (3) hereof or under Title I\r
of' this Code: Prc,\"ided, (1) the purchaser of
such material inpu"t:s shall ce:.tifJ~ to the
domestic supplier-impo~ter or manufacturer, in
the case of local purchase, or to the Bureau..
in the case of direct importation, that the
erticles shall be used exclusivel:i ;Ln the manu-
i'a~ture or preparation of anJ~ of the essential
ar:icles above enUIJlerated, for resale in the
case of a manufact.ur~r, or direct use in the
case of an 8!:ricul tural producer: arJ.d (2:; the
suDPlier-manufact.urer/imuorter shell maintain
accounting record~ in a menr!cr prescribed in
the ~e!::.ul2.tions t.o be lssued b,' the Bureau--
\l:he~eb~" ~he sales can be cJesl:;j.:ied according
to different rates of te):"
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(3) Z~ro per cent (0')0), on the follo\ in~
acricultural uroducts: '.
--.

(a) Agricultural food products, including
ordinary salt and all kinds of fish and its
by-products in their original state.

(b) Agricultural non-food products in their
original state.

Agricultural products shall still be consi-
dered in their original state even if they
have undergone the simple processes of preser-
vation such as freezing, drying, salting,
smoking or stripping. Rice and corn shall
be considered in their original state even
when milled.

(4) Twenty per cent (2~~) on other articles
not
section."

SECTION 3.', The pro\"isions of Section 164 of the National
Internal Hevenu~ Code, as amended, are hereby superseded by
new pro,'isions t~, read as follows:

"Section 164. Percenta~e tax on every sub-
~quent sale of articles. -!::xcept as pro~'ided in
5ec~ion 167 of this Code, there sha~l be levied,
assessed and collected on cver~. subsequent sale,
barter, exchange or similar transaction for nominal
or \Taluable consideration intended to transfer
o~~ersh.ip of, or title to, any s.rticle a tex
equi ve..lent to one e..nd one-hal.f per cent (1. 5~~) of
the f;=-oSS selling; pric~ or ;=-OS5 ve.lue in money of
the article so sold. bartered, exchanged or trans-
ferred, su~h ~~X to be p~id b)- ~he seller or the
~ransferor the~eof: Pro,"ided, however, That the.
subsequent s~le of a,;;rictlltur~l products in thel.r
o~i;inal s~ate shell be subj~ct to z~ro per cent
(fJ;~) r-ate.

Unless the tax lli~der this section iz billed
~O the pu.:--chaser as a sepe:-ate i-r;cm in the invoice,
~he amount intended ~o coV~; the sE..les ~~)~ shnll be
consid!:!'ed as part of the f:~oSS selling price of the
0.,..+'; '"'1 ;'"'"'"- '"'.
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SECTION 4. Section 165 of the National Internal I~evenueCode, 
as amended, is hereby repealed.

SECTION 5. Section 166 of the National Internal RevenueCode, 
as amended, is hereby further amended to read as follows

"Section 166. Tax Credit. -(a) Creditable
Taxes,-. -Any excise, sales-Dr-miller' s tax paid
under this Title and Title IV of this-Code on
domestically manufactured, processed, produced or
imported raw materials, part, accessory or other
article locally purchased or imported by the
manufacturer for conversion into or intended to
form part of any finished product for sale shall
be credited a;ainst the sales t~x on the original
sale of the finished product, except agricultural
products: Provided, ~owever, That the amount of
sales .tax ondomest.ically purchased raw material,
part or accessory, is separately indica.ted in the
sales invoice.

In the case of purchase of raw materials, parts
and accessories by a manufacturer from a duly
registered and accredited dealer, the amount of
tax passed o'~ to the dealer as well as the sales
tax on subsequent salet if inGicated as separate
items in the dealer's sales in\~oice shall be allowed
as credits against the sales tax due on the finished
product. J;'\ny advance sales tax paid on imr;'o:"ted
ar,,;:icles shall be alJ.o\...ed as credits against the
salcs tax due on the ori6inal s~le of such impo~ted

..' 1ar,,:LC cs.
b) 'To" """'e'd ; t on a~"' l' ,.. l ..,.C;;J o x '"'o"'~ ed -!. n~'

0;0.",", ~~ -~ I. ~ ---" .-."'~ oJ

excise, sales, t1l.- er s or ac:.,"ance saJ..es tax pe..id
un r1p r ...h .;~ 'T'-;+l e or 'Y'l"f-' e T \ '" or """; S ,""0 "'1'" on " 0 " 1"'<::'

u- I._~- ...~~- .~- -_.J. I.:.J ,,- ,~'i__-

tically t1anUfactlli~ed or impo~ted ra~' materia:s used
in t~!e manufacture and forminG part 0: the firi.ished
products subject to tax U11d.C::' Sec:ior! 163 (l) ~ (2)
and (~) hereof shall bc allo\ved ~S a ~~X c~~d~t
El'c;ainst an)' internal rev~nuc tex liab ili tJ" direct l~"
due from the manufacturer e~porting said products:
Provided., That the amount of :he tax on locally
plli~cha.sed raw material, part, ac.c~ssorJ", or o~he:-
e!"ticle is indicated as a sepe.r~~~e item i.r: the sales
invoice of t:le supplier from whom it 1Nas l;-.lst pu:---
chased; and rjro"!de~, further, Thet the cli~ec~

..,



Q,-'

exporter shall file an application for' t.ax credit
~i thin one ~~ear from the close of the ta}:able year
in which the export was effected. In case finished
products are e~~orted by an export trader other than
the manufacturer or producer, the entire amount of'
sales and excise taxes separately indicated in the
sales invoice of the immediate seller of the finished
products exported shall be allowed to be credited
against other tax liabilities of the export trader
subject to the filing of an application as prescribed
by the Bureau.

(c) Excess tax credit. -If at the end of a
taxable year-,-the totaliax paid on the raw material,part, 

accessory or other article exceeds the amount
of the sales tax due on the finished product, themanufacturer 

or producer may elect to:

1. 

Carry over/ such excess or a portion
thereof to be credited against his sales tax
liability in the succeeding taxable quarter
or quarters; and/or

2. 

F~le an application for the issuance of a
tax cr~dit certificate for such excess or a
portion',thereof which can be used in payment
of any advance sales tax; and/or

3. Deduct such excess or a portion thereof
from gross income for income tax purposes:
Pro\-ided, 'That the amount of the t~ on raw
ma'tcrial, part, accessorJrt or other article
shall be indicated as fJ. sepa.r~te item in tho
sales invoice; Pro\-ided, f~the~, That the
amount of tax credi~s opted for and an~' ~ax
credit corresponding to the raw materials
which are subsequently sol.d~ 'transferred,
disposed of t or for an)" o".:her reason, can
no lon::er be used in the ~a.nufacture of the
finished product for sale, shall ei~h~r be
deducted from an, u.'1us~d tax credit 01' pe.id
as e. part of the~tax due in the quarter'
followin~ the disposal; and ?r~~.i~~S,
finally, That in the case of an i.mpo=:"'ter, if
t.he advan~e sales -'::aJ:. pair::, on i!aported arti-
cles exceeds the sales tax due on the ori;inftl

.~'-,-
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sale of 'the imported arti(:~~::s in any quar'ter
the excess shall be credited a~ainst ~he
sales tax liabili t)" of the importer in the
succeeding taxable quarter or quarters."

SECTION 6. Section 167 of the N~tiona1 Internal RevenueCode, 
as amended, is hereby further amended to read as follows:

"Section 167. Articles and transactions not
sub,iect to sales tax. -The following shall be
exempt from the sales tax imposed in Section 163
hereof:

(a) Original sale by a manufacturer, pro-
ducer or importer of articles subject to
excise tax (except automobiles) imposedunder Title IV and to miller I s tax under
Section 168 of this Code. -

(b) Subsequent sale of manufactured oils
and other fuels, except lubricating oil,
processed bas, grease\ wax and petrplatum.

(c) f>ubsequent sale of anJ" newspaper,
magazine, revie~ or bulletin which appears
at rebu~ar intervals with fixed prices for
subscription and sale and which is not de-
voted principall)" to publication of adver-
tisements.

(d) Articles shipped or exported by the
manufacturer, producer, or trader, irres-
pective of any shipping a~ran~ement tr~t
may be agre-ed upon ~'hich ma~" influence or
determine the ~ransfer of o~uership of the
articles so exDorted.

(e) 5~les by a ~e~is~ered eA~ort uroducer
to another export. p~oduce:" or-"to a'recis-'te~ed eA-po~t trade!- .11 -

SECTIO~ 7. 5e~tion 169, para~raph (~) and sub-parabraphs
(1) and (2) of para;raph (b) oi' the Na: iona1 Internal i~evenue
Code, as amended, is hereby furthe!-' 8.j"c!.l.ded to read as .tollows:

1I (e.1 'l'o x.o b ' e a -+;"'lA'" -'T' hc-o S 'na ';
beI ~ ~ ~ .~ ~ '-- .1 ~

ffiDos ""a n T" ne 1.ffino ?""""-r O f' r" ommoa'-,-" c -
...~ -upo... -~,,- ~ ~ ~,
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goods, \oJares, or oercbandise brought into
the Philippines, a compensating tax equi-
valent to the rates prescribed in Section
163 based on the total value used by the
Bureau of Customs in determining tariff and
customs duties, including customs duty and
all other charges, such tax to be paid be-
fore the withdrawal of the said commodities,
goods, wares or merchandise from the customs-
house or the post office."

II (1) Articles subject to tax under Section 163

-of this Code;

(2) Articles subject to the excise tax under
Title IV of this Code (except automobiles) and
articles to be used by the importer himself in
the manufacture or preparation of articles sub-
ject to excise tax (except automobiles)."

SECTION 8. A new section, to be known as Section l35-A,
is hereby added to Chapter VI of 'fitle IV of the National
Internal Revenue\Code, as amended, to read as follows:

"Sectio~,-l35-A. Automobiles. -There she..ll be
le\~ied, assessed and collected an ad valorem tax on
automobiles based on the manufacturerlsor importer's
selling price, net of excise and sales taxes, in
accordance with the follo~ring schedule:

En~ine Disulacement~ ~.- -

'fax [{ate Diesel ,Gasoline

-0'
\)/1>

10}0
200;a

1851 to 2050cc
2051 to 2250cc
2251cc or over

1201 to 1600cc
1601 to 1800cc
1801cc or over

Pro".ided, That in the case of impor-ted automobiles
not for resale, the tax imposed herein shall be
based on the total value used by the Bure&u of
Customs in determining tariff and customs du-:ies,
including customs dut:. and all I,:: ther C:larf."eS,
pl t ... ( 1 """'" .."'-. + .;..~l ...' ('"us en per cen,4- Vil.') 0- 1 12 wO """' "ne.. eo...

SECTIOK 9. 1.11 la~s, orde~5, issuances, ru.~cs and re6~-
lations or par-:s the:-eof, inconsistcr, t w.ith t:::.is ~:ecutive'
Order are her~b)" re?ealed or oocifieG accordinGl)". .

".
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SECTIO:\T 10.
,August 1, 1986.

This Executive Order s11all 1::ake effect on

Dor\TE in the City of ?-~anila, this 30th day of July
in the )rear of Our Lord, nineteen hundred ~nd eighty-six.

~ /7... ' /"

C ~ f ~Ir:rO
President of the Philippines

By the President: II

~

~-:~~-
OTpo-, R P A T,I"' OV O.\..t... lu.-

.:ecutive Secretary
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