REPUBLIC OF THE PHILIPPINES
DEPARTMENT OF FINANCE

BUREAU OF INTERNAL REVENUE
Certificate of Tax Exemption No.

20G=2016

CERTIFICATE OF TAX EXEMPTION

issued to

ST. AUGUSTINE’S SCHOOL, INC.
Rizal, Tagudin. llocos Sur 2714

TIN
SEC Company Reg. No.

This certifies that the above-named corporation has proven by actual operation that its

primary purpose is one of those enumerated under Section 30(H) of the National Internal

Revenue Code of 1997, as amended. It is exempt from INCOME TAX only on the following
revenues or receipts:

1. Tuition and Matriculation Fees;
2. Entrance and Other School Fees; and

3. Donations, gifts, charitable contributions, subsidies and other forms of
philanthropy.

nothing follows--—--—-mmmmemmmmeeme-

subject to the provisions of applicable BIR rules and regulations and the tax exemptions.
liabilities and responsibilities stated in the Terms and Conditions hereto attached and made an
integral part hereof. It is liable, however, to all other taxes not enumerated above.

This certification shall be valid for three (3) years from the date of issuance unless
carlier revoked by this Office for violation of any provisions of applicable rules and
regulations of BIR, or the terms and conditions herein set forth.

This Certificate may be renewed upon filing of a subsequent application for
revalidation provided under Revenue dum Order (RMO) No. 20-2013. Failure o
renew this Certificate shall bcdcemcdarevmﬁonthemfupon the expiration of the three
(3)-year period.

This Certificate of Tax ,
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TERMS AND CONDITIONS
OF THE CERTIFICATE OF TAX EXEMPTION

A_L.g. :, ..'. ! . | g.:..-. ' L

1al Internal Revenue Code fl997 1s Amended

“

To be entitled to the tax exemptions enumerated herein, the Non-Stock, Non-Profit
Educational Institution' must continue to meet the following requirements:

1) It must be organized as non-stock, non-profit educational institution duly accredited by
the Department of Education (Depld), the Commission on Higher Education (CHED),
and/or the Technical Education and Skills Development Authority (TESDA):

2) The revenues should be derived pursuant to its purposes as an educational institution and
used actually. directly and exclusively for educational purposes:

3) The educational institution shall not distribute dividends;

4) The educational institution shall be governed by trustees who shall not receive any
compensation or remuneration;

5) All the net income or assets of the corporation or association must be devoted to its
purpose/s.

6) The level of administrative expenses of which shall, on an annual basis, not exceed thirty
percent (30%) of the total expenses for the taxable year; and

7) The assets of which, in the event of dissolution, would be distributed to another
accredited NGO organized for similar purpose or purposes. or to the State for public
purpose, or purposes, or to the state for public purpose, or would be distributed by a
competent court of justice to another accredited NGO to be used in such manner as in the
judgment of said court shall best accomplish the general purpose for which the dissolved

organization was organized.
8) It must not be a branch of a foreign non-stock, non-profit corporation.

1) INCOME TAX. § USTINE’S SCHOOL, INC
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3)

4)

Moreover, revenues derived from assets used in the operation of cafeterias/canteens and
bookstores located within the premises of ST, A i are exempt

C HOOL,

from taxation provided they are owned and operated by it as ancullary activities.

.

FINAL TAX ON INTEREST INCOME. ST, A STINE'S SCHOOL, INC.’s interest
income from currency bank deposits and yield from deposn substitute instruments used actually,
directly and exclusively in pursuance of its purpose as an educational institution, are exempt from
the 20% final tax and 7 1/2% tax on interest income under the expanded foreign currency deposit
system imposed under Section 27 (D) (1) of the National Internal Revenue Code of 1997, as
amended, subject to compliance with the conditions that as a tax-exempt educational institution it
shall on an annual basis submit to the Revenue District Office concerned an annual information
return and duly audited financial statement together with the following:

(a) Certification from their depository banks as to the amount of interest income earned from
passive investiment not subject to the 20% final withholding tax and 7 1/2% tax on interest
income under the expanded foreign currency deposit system imposed by Section 27 (D) (1) of
the National Internal Revenue Code of 1997, as amended:;

(b) Certification of actual utilization of the said income; and

(c) Board Resolution by the school administration on proposed projects (i.e., construction
and/or improvement of school buildings and facilities, acquisition of equipment, books and
the like) to be funded out of the money deposited in banks or placed in money markets. on or
before the 15th day of the fourth month following the end of its taxable year (Sec. 4. Finance
Department Order No. 137-87)%.

VALUE ADDED TAX (VAT) ON EDUCATIONAL SERVICES. Pursuant Sectlon IOO(H) of
the National Internal Revenue Code of 1997, as amended, ST. 1 OO0

INC.'s gross receipts from operations as a non-stock, non-profit educanonal institution are exempt
from

Hence, as long as ST, 4 JSTINE’S SCHOOL, 1 will not engage in the regular conduct
or pursmt of a commercial or economic activ:ty, mcludmg transactions incidental thereto, it will
remain exempt from VAT.

DONOR'’S TAX. Donations to ST GUSTINE’S SCHOOL, INC. are exempt from the

payment of donor’s tax pursuant to Section 10 P(A)(3) and (B)(2) of t.hca National Internal Revenue
Code of 1997, as amended, subject to the condition that not more than thirty percent (30%) of said
gilt shall be used for administration purposes |
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t) Limited Deductibility. — Donations, contributions or gifts actually paid or made within
the taxable year to accredited non-stock, non-profit corporations shall be allowed limited
deductibility in an amount not in excess of ten percent (10%) for an individual donor. and
five percent (5%) for a corporate donor, of the donor's income derived from trade.
business or profession as computed without the benefit of this deduction.

i) Full Deductibility. — Donations, contributions or gifts actually paid or made within the
taxable year to accredited NGOs shall be allowed full deductibility, subject to the
tollowing conditions:

(1) The accredited NGO shall make utilization directly for the active conduct of the
activities constituting the purpose or function for which it is organized and operated.
not later than the fifteenth (15th) day of the third month after the close of the
accredited NGOs taxable year in which contributions are received, unless an extended
period is granted by the Secretary of Finance, upon recommendation of the
Commissioner.

For this purpose, the term "utilization" shall have the meaning as defined
under Sec. 1(c) of these Regulations.

(2) The level of administrative expenses of the accredited NGO, shall, on an annual
basis, not exceed thirty percent (30%) of the total expenses for the taxable year.

(3) In the event of dissolution, the assets of the accredited NGO, would be distributed to
another accredited NGO organized for similar purpose or purposes. or to the State for
public purpose, or purposes. or to the state for public purpose, or would be distributed
by a competent court of justice to another accredited NGO to be used in such manner
as in the judgment of said court shall best accomplished the general purpose for
which the dissolved organization was organized.

(4) The amount of any charitable contribution of property other than money shall be
based on the acquisition cost of said property.

(5) All the members of the Board of Trustees ol the non-stock, non-profit corporation,
organization or NGO do not reoewc mmpcnsntwn or remuneration for their service

b) Accreditation as a Donee Institution forhrpuwoﬂ"ull Dadueﬁbﬂlly.—- For purposes
of full deductxbihty ﬁ'om the uxghlc bmm neome G
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1) INCOME TAX .

2)

ST. GUSTINE SCHOOL, INC. is subject to income tax on all its

mmumuuu not expressly exempted and stated in the Certificate of Tax
Exemption.

Moreover. it is subject to the corresponding internal revenue taxes imposed under National
Internal Revenue Code of 1997, as amended. on its income derived from any of its properties, real
or personal. or any activity conducted for profit regardless of the disposition thereof, which
income should be returned for taxation.

Likewise, interest income from currency bank deposits and yield or any other monetary benefits
from deposit substitute instruments and from trust funds and similar arrangements. and rovalties
derived from sources within the Philippines are subject to the twenty percent (20%) final
withholding tax: Provided. however, that interest income derived by it from a depository bank
under the expanded foreign currency deposit system shall be subject to seven and one-half percent
(7-1/2%) final withholding income tax pursuant to Section 27(D)(1) in relation to Sec. 57(A) both
of the National Internal Revenue Code of 1997, as amended.

Further, to reiterate, in case of failure to comply with the conditions under Department Order No.
137-87, interest income from currency bank deposits and yield from deposit substitute
instruments even if used actually, directly and exclusively in pursuance of its purpose as an
educational institution, shall subject to the twenty percent (20%) final withholding tax.

VALUE ADDED TAX ON SALE OF OTHER GOODS & SERVICES

Activities involving sale of goods and not in connection with its primary purposes are
subject to the 12% VAT imposed under Sections 106 and 108 of the Tax Code of 1997,

amended. or 3% percentage tax imposed under Section 116 in relation to Section 109 (I1XV) of
the same Code if the gross sales or receipts from such sale of goods and services do not exceed
One Million Nine Hundred Nineteen Thousand Five Hundred Pesos (Pl ,919,500.00) which tax

payvment may legitimately be passed on to buyers of such goods and services.
Sccuon 105 of the National Internal RevemeCo&ole?, nammded. prov&des that any petson

mposedeemws 106 to lOBofﬂmsameOode.

The phrase "in the course of trade or business” _mmmmulmmduotmpursmofn

commercial or an economic activity, moludu
md%mofwheﬁmorthem |
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The tax exemption granted to S 'S SCHOOL. as a non-stock, non-profit
educational institution under Section 30( H) of thc Nanonal Internal Revenue Code of 1997, as
amended, covers only income taxes for which it is directly liable. 1t should be noted that VAT is
an indirect tax payable by the seller and not by the purchaser of goods. However, being an
indirect tax, it can be shifted or passed on to the buyer/purchaser, transferee or lessee of the
goods, properties or services. Once shifted to the buyer/customer as an addition to the cost of
goods or services sold, it is no longer a tax but an additional cost which the buyer/customer has to
pay in order to obtain the goods or services.

Thus, the shifting of the VAT to it does not make it the person directly liable and therefore, it
cannot invoke its tax exemption privilege under Section 30 of the National Internal Revenue Code
of 1997, as amended, to avoid the passing on or shifting of the VAT.

6. WITHHOLDING TAX

ST. AUGUSTINE’S SCHOOL, INC. shall be constituted as withholding agent for the
government if it acts as an employer and its employees receive compensation income subject to
the withholding tax under Section 79 (A), Chapter XIII, Title I1 of the NIRC, as implemented by
Revenue Regulations No. 2-98, as amended. or if it makes income payments to individuals or
corporations subject to the withholding tax pursuant to Section 57 of the National Internal
Revenue Code of 1997, as amended, and as implemented by Revenue Regulations No. 2-98. as
amended.

TAXPAYER DUTIES & RESPONSIBILITIES

1) The Articles of Incorporation of
following provisions pursuant to RMO 20-2013 and RMCM-OI

a) that the corporation is non-stock, non-profit;
; b) that the primary purpose for which it was created is one of those enumerate
the Tax Code of 1997;
¢) that no part of the net income shall inure to the beneﬁt of any its members:
d) the trustees do not receive compensation or remuneration; and

e) in case of dissolution, assets of the corporation shall bemm to similar institution or to

the government

Any change or amendment in the charter, By-Laws, Articles of Incorp
as well as sources and disposition of income should be comm
Revenue District Officer where it is registered.

2) ST. AUGUSTINE? OQOL, INC. is like
fourth month followingthemd of 'ﬁw accou
Shcet Wlth the A-m.l In- natior ; § ” A ., I
dtsposttidn of hmame.

3) Copy of thh Certifi
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5) Further, it is also required under Section 6(C) in relation to Section 237 of the National Internal

or sales or

to issue duly registered

:
B
|
m
5
5
m
2
£
-
e
m

<
oy
3
.
o
-
U
c
O
>
L
oz

INvoIices

related to the act

ties for which the Association is

No. [RMC] No. 76-2003).

Vi

5 -

>

236(B) of the National Internal Revenue Code of 1997, as amen

-~
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