REPUBLIC OF THE PHILIPPINES
DEPARTMENT OF FINANCE
BURFAU OF INTERNAL REVENUE

Quezon City ‘

Person to Contact: Chief, Law Division
Tel Nos. 926-55536/927-09-63

.
Revenue

Regulations Nos.

6-2008 &

' 16-2012

SAN MIGUEL CORPORATION
No. 40 San Miguel Avenue
Mandaluyong City

Attention: Fer mand K. Constantino

Gentlemen:

This refers to your undated letter requesting confirmation that thetrading o
listed preferred shares of stocks with the Philippine Stock Exchange (PSE) is subject
to the stock transaction tax under Section 127(A) of the 1997 Tax Code. as amended.

It is represented that San Miguel Corporation (SMC) as one of the country’s
largest business conglomemws, continues to grow and diversify and such growth and
diversification accounted for, in 2015, approximately 5 1% of the gross domestic
product of the country; that in order to sustain and continue its growth strategy, SMC
has tapped various funding resources from the local loan market and the international
capital market; that with the avmlabihty of such ﬁmdlng sames. SMC ES Wag
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Directors. as well as participate in the Company's major corporate decisions through
the exercise of voting rights: and that in the same letter, PSE confirmed that for
purposes of determining the minimum public ownership (MPO) requirement, only the
company s listed common shares are considered.

Based on the foregoing representations, you now request for confirmation of
the following:

|. that for as long as the preferred shares of stocks are listed, the
trading thereof through the Local Stock Exchange will be subject to
the stock transaction tax of 4% of 1% of the gross selling price, or
aross value in money of the shares of stocks sold. as provided under
Section 127(A) of the 1997 Tax Code, as amended; and

2. that the provisions of Revenue Regulations (RR) No. 16-2012 is
limited to the $ale and transfer of the listed common shares of
publicly-listed companies through the Local Stock Exchange.

In reply. please be informed that the sale or trading of listed shares of stocks
through the Local Stock Exchange is subject to the stock transaction tax of ¥2% of 1%
of the gross selling price, or gross value in money of the shares of stocks sold
pursuant to Section 127(A) of the 1997 Tax Code, as amended. The aforesaid Section
states:
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The above provision is being implemented by RR No. 06-2008 (Consolidated
Regulations Prescribing the Rules on the Taxation of Sale, Barter, Exchange or Other
Disposition of Shares of Stock Held as Capital Assets) dated April 22, 2008, relevant
portions of which state:

“SECTION 5. Sale, Barter or Exchange of Shares

of Stock Listed and Traded Through the Local Stock
Exchange. — There shall be levied, assessed and collected
on every sale, barter, exchange or other disposition of
Shares of Stock Listed and Traded through the Local Stock
Exchange other than the sale by a dealer of securities,
under the following rules:

(a) Tax Rate. — A stock transaction tax at the
rate of one-half of one percent (1/2 of 1%)
based on the amount determined in
subsection (b) hereunder.

(b)  Tax Base. — Gross selling price or gross
value in money of the shares of stock sold,
bartered, exchanged or otherwise disposed
which shall be assumed and paid by the
seller or transferor through the remittance
of the stock transaction tax by the seller or

transferor's broker.”

Thus, based on the foregoing provisions, the sale, barter or exchange of shares
of stock listed and traded through the local stock exchange shall be subject to 2 of 1%
based on the gross selling price or gross value in money of the shares of stock sold.
Accordingly, we hereby ¢onfirm your opinion that since the preferre
are lxsmmmmmmm;ﬂmmfmmghmomsmmhnges
subject to the stock transactior twLof%%ofI% ofﬂwmssolhumorgms
value in money of the shares of stocks sold in accordance
1997 Tax Code, as amended.”
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