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It has come to the attention of this Office that officials/employees of government and private entities who
resign/retire from their service of the employers allegedly for reasons of ill-health or sickness, submit medical
certification from their physicians in order to avail of the tax exemption of their separation benefits, pursuant to
Section 28 (b) 7 (B) of the National Internal Revenue Code. As to whether or not the certification issued by
attending physician truly reflects the seriousness of the disease suffered by the employee concerned, and in order
to erase doubts on the representation that the retiring or resigning official or employee is actually suffering from
any disease, such that to continue working would be detrimental to his life, the following guidelines are hereby set
to facilitate the processing of the request.

Pursuant to Section 28 (b) 7 (B) of the National Internal Revenue Code, as amended, any amount received by an
official or employee or by his heirs from the employer (whether government or private) as a consequence of
separation by such official or employee from the service of the employer, due to death, sickness or other physical
disability, or for any cause beyond the control of said official or employee is exempt from taxes regardless of age
or length of service.

In order to facilitate the processing of requests for tax exemption of separation benefits received by officials and
employees as a result of their separation from the service of their employers due to health reasons, the following
documents are required to be submitted to the Legislative, Ruling & Research Division to support such requests:

1. Sworn Affidavits to be executed by the Employer's physician and the Head of Office/Entity, attesting to the fact
that the retiring/separated official or employee is suffering from a serious illness that affects the performance of
his duties and endangers his life, if he continues working; and

2. Clinical Record of the employee/official concerned indicating the history of illness and initial diagnosis; and

3. Laboratory examination confirming the illness suffered by such employee/official.

Submission of the foregoing documents shall be without prejudice to further medical examination as may be
necessary, to be conducted by the BIR Medical Officers in the National Office, and/or by specialists of identified
government hospitals on the official or employee concerned, if he lives in Metro Manila; or by the Medical
Officers of the Government Service and Insurance System or the Social Security System, as the case maybe, in
the Regional Office nearest to his residence, if outside Metro Manila.

The requirements having been complied with, the corresponding certification shall be issued exempting the
aforementioned separation benefits from income tax, and consequently from the withholding tax prescribed by
Section 21 (a), in relation to Section 72 of the Tax Code as implemented by Revenue Regulations No. 6-82, as
amended by Revenue Regulations No. 12-86.
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This Order shall take effect immediately.

Adopted: 18 July 1991

(SGD.) JOSE U. ONG
Commissioner
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