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Pursuant to Sections 143(f) and 151 of Republic Act No. 7160, otherwise known as the Local Government Code
of 1991 (LGC), municipalities and cities may impose a tax on businesses, which may include financing
companies.

Accordingly, the following guidelines are hereby prescribed, in accordance with Art. 287 of the IRR, to ensure the
proper, efficient, and effective exercise of the aforesaid taxing powers of cities and municipalities for guidance
and compliance of all concerned.

SECTION 1. Coverage. - (d) As used herein, the term "financing companies' shall refer to corporations or
partnerships, except those regulated by the Central Bank of the Philippines, Insurance Commission and the
Cooperatives Development Authority, which are primarily organized for the purpose of extending credit facilities
to consumers and to industrial, commercial or agricultural enterprises, either by discounting or factoring
commercial papers or accounts receivable, or by buying and selling contracts, leases, chattel mortgages, or other
evidences of indebtedness, or by leasing of motor vehicles, heavy equipment and industrial machinery, business
and office machines and equipment, appliances and other movable property;

(b) "Credit" shall mean any loan, mortgage, deed of trust, advance, or discount; and conditional sales contract any
contract to sell, or sale or contract of sale of property or service, either for present or future delivery under which,
part or al of the price is payable subsequent to the making of such sale or contract; any rental-purchase contract;
any option, demand, lien, pledge, or other claim against, or for the delivery of, property or money, any purchase,
or other acquisition of or any credit upon the security of, any obligation or claim arising out of foregoing; and any
transaction or series of transactions having a similar purpose or effect;

(c) "Purchase discount" is the difference between the value of the receivable purchased or credit assigned, and the
net amount paid by the finance company for such purchase or assignment, exclusive of fees, service charges,
interests and other charges incident to the extension of credit;

(d) "Head Office" shall refer to the main office of the financing company indicated in the pertinent documents
submitted to the Securities and Exchange Commission or to the Monetary Board of the Central Bank of the
Philippines; the city or municipality specifically mentioned in the Articles of Incorporation and other official
registration papers as being the official address of said Head Office;

(e) "Branch" is afixed place in a locality established as a branch of a financing company, as authorized by the
Securities and Exchange Commission. However, a regional or extension office of financing companies shall not
be considered as a branch.
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SECTION 2. Tax on the Gross Receipts of Financing Companies. - (a) The tax on financing companies may be
levied on their gross receipts for the preceding calendar year, as follows:

)

By municipalities, at a rate not exceeding fifty percent (50%) of one percent (1%) of the gross receipts for the
preceding calendar year; and

)

By cities and municipalities within the Metropolitan Manila area, at a rate not exceeding seventy five percent
(75%) of one percent (1%) of the gross receipts for the preceding calendar year.

(b) For this purpose, "gross receipts' shall include only the following:
D

Interest from loans and discounts - this represents interest earned and actually collected on loans and discounts.
Thefollowing is a breakdown:

0)

Discounts earned and actually collected on the portion of interest collected in advance on bills discounted;

(ii)

Interest earned and actually collected on demand loans;

(iii)

Interest earned and actually collected on time loans, including the earned portion of interest collected in advance;
(iv)

Interest earned and actually collected on mortgage contracts receivable,

@)

Interest earned and actually collected on interbank loans.

©)

Rental of property - this represents the following rental income:

(i)

Earned portion of rental collected in advance from lessees of safe deposit boxes;
(if)

Rental earned and actually collected from lessees on bank premises and equipment.
4)

Income earned and actually collected from acquired assets.

©)

Income from sale or exchange of assets or property.
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(6)

Cash dividends earned and received on equity investments.

()
Income component of rentals from financial leasing.

At the time of the annual payment of the tax due, the Head Office or branch of the financing company shall
submit to the LGU concerned, a breakdown of the declared gross receipts for the preceding calendar year.

(c) All other income and receipts of financing companies not otherwise enumerated above shall be excluded from
the taxing authority of the LGU concerned.

SECTION 3. Non-separability of Financing Company Business. - Activities which are inherent, related, necessary
or incidental to the financing company business shall be treated as one business activity subject to the same tax
rate under Section 2(a) hereof. The amount of tax thereon shall be computed on the basis of the combined gross
receipts of all said financing activities.

In view thereof, the provisions of Art. 242 of the IRR requiring a person or entity to get a separate mayor's permit
for each business activity shall not apply to the financing activities, as defined above.

SECTION 4. Procedures for the Enactment of Tax Ordinances. - (a) The tax on financing companies as provided
herein may be imposed by a city or municipality only through an appropriate ordinance enacted by the
Sangguniang Panlungsod or Sangguniang Bayan, as the case may be. Such ordinance shall be enacted and
approved in accordance with Arts. 107, 108, 275, and 276 of the IRR.

(b) Pursuant to the procedures on the conduct of public hearings as prescribed in Art. 276(b) of the IRR, the
Sanggunians concerned shall cause the sending of written notices of public hearings for proposed ordinances to
the branch manager or the highest officer of the Head Office of affected financing companies within their
territorial jurisdictions.

(c) Any tax ordinance with does not comply with the above provisions shall be deemed null and void.
Enforcement of such ordinance shall be a ground for disciplinary action against the officials or employees
responsible therefor as provided in Art. 280 of the IRR.

SECTION 5. Situs of the Tax. - For purposes of collection of the tax, the following shall apply - (a) All
transactions made by the branch shall be recorded in said branch and the gross receipts derived from said
transactions shall be taxable by the city or municipality where such branch is located.

(b) The gross receipts derived from transactions made by the Head Office, except gross receipts recorded in the
branches, shall be taxable by the city or municipality where said Head Office is|ocated.

(c) In case there is atransfer or relocation of the Head Office or of any branch to another city or municipality, the
bank shall give due notice of such transfer or relocation to the chief executives of the cities or municipalities
concerned within fifteen (15) days after such transfer or relocation is effected.

SECTION 6. Time of Payment. - The tax on financing companies due and accruing to the LGUs shall be paid
within the first twenty (20) days of January or of each subsequent quarter, as the case may be, unless otherwise
fixed in the corresponding local tax ordinance.

SECTION 7. Examination of Books of Accounts and Pertinent Records. - (a) The Treasurer of the LGU
concerned or through any of his deputies duly authorized in writing may examine the books of accounts and other
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pertinent records of financing companies in order to ascertain, assess, and collect the correct amount of the tax
due.

(b) The examination shall be made during regular office hours not oftener than once a year for every tax period,
which shall be the year immediately preceding the examination and shall be limited to verifying the summary of
transactions submitted by the financing company upon which the declaration of gross receipts for the preceding
calendar year has been based and the tax paid thereon. Such examination shall be certified by the examining
official, which certification shall be made of records in the books of accounts of the Head Office or branch of the
financing company being examined.

SECTION 8. Repedling Clause. - All rules, regulations, orders, and/or circulars which are contrary to, or
inconsistent with, the provisions of this Circular are hereby repealed or modified accordingly.

SECTION 9. Effectivity. - This Circular shall take effect immediately.

The Regiona Directors of the Bureau of Local Government Finance and District Treasurers of Metropolitan
Manila Area are hereby instructed to disseminate the contents of this Circular to all Provincial, City and
Municipal Treasurerswithin their respective jurisdictions for their information and guidance.

Adopted: 16 June 1993

(SGD.) ROMEO L. BERNARDO
Undersecretary of Finance
Officer-in-Charge
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