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BANEKo SenrneL NG PIIIeINAS

OFFICE OF THE DEPUW GOVERNOR
SUPERVISION AND EXAMINATION SECTOR

ctRcutAR LETTER NO. Ct - 20L7 - O79

: All BSP-Supervised Financial lnstitutions

: Department of Finance local Finance Circular No. 2-07
Dated 25 February 2OO7 on the lmposition of Local Business Tax

All BSP-supervised financial institutions are reminded of the provisions of
Locaf Finance Circular (LFc) No. 2-07 dated 26 February 2oo7, amending
LFC No. 1-93 dated 15 June 2003, issued by the Department of Finance, prescribing
the guidelines governing the imposition of local business tax on banks and other
banking institutions by municipalities and cities pursuant to Sections 143(f) and 151.
of the Local Government Code.

A copy of LFC No. 2-07 is hereto attached for reference.

For information and guidance.

2J Oecember 2OL7

YN

A' Mabini st., Malate 1004 Manila, Philippines o Trunkline (6321708-77-oL o URL:wwww.bsp.gov.ph o e-mail: bspmail@bso.gov.ph



Rcpublrr of rhc philippirrcs

DEITIITh{BNT OI? FINANCE
lorx lltdrrzd Ctrrr p$k, &:urpo. !r. Strttt

ltniL l{(X

LOCAL F:NANCE CIRCULAR No. 2_Aj
February 26,2(N7

Si-TBJECT : AllENDiltG sECTicNs 2 /JJD 5 oF LocAL
FINANCE CIRCULAR NO. 1.93 DATED JLINE 16, 1993
PRESCRIBINC THE GI.IIDELNES GOVERNING TI{E
PO\4GR OF iVITINIC]PAIITIES AND CIflES To
IMPOSE A BUSIMSS TAX ON BANKS A}.ID OT}IER
BANKNG INSNTUT1ONS P{,IRSUA].IT TO SECTIONS
143(+ 150 AltD 151 Or RIPUBL]C ACT NO_ 7160,
OTHERWISE KI.IOWN AS THE LOCAL
GO\&R].llvfENT C0DE OF 1991, AND ITS
TMpLEMENTING RULES Aj{D REGULATIONS (rRR).

TO : AIL REGiONAI DIRECTORS, BUP.EAU OF LOCAI
GOVERI'IMENT FN-A}{CE; TREASURERS OF
I{ETROPOLiTAN lviAMt A; PROVINCIAL. CITY A}rD
MUMCIPAT TREASURERS; Aj'tD OTIIERS
CONCERNED

Pursuant to the provisions of sections 143(0, 150 and l5l of
Republic Act No. 7160, othervl'ise known as the incal Goverrrment code of
]991 (LGC), as imptemented by Articles 232(f), 243 u-d 237 of he
knplementrag Rules and Reguiations (iRR), municipalities and cities may
impose taxes on businesses, incruding banksand banking instinrtions.

Accordingl), the folloiving guidelines are hereby prescribed in
accordance with Article 287 of IRR= to ensure the proper and effective
exercise by cities and municipalities of their taxing poo* under the LGC,
as imple.nrented under Rlle )oo( of the IRR for $ia*r" and compliance '

of allconcerned.

section 7. Coverage. - (a) As used herein, the term "banl$ or banliing
institutions" shall refer to persons or entities engaged in tlie lending of frmds
obtained frorn the public ttuough the receipr of deposits or the sale of bonds,
securities or obligatioiis of any kind and all rniitj"s regularly conducting
such operations. The terms "banks" and .'banliing instjtutjons" are
synon1Tn ous an d intercha:rgeable.



Forpurposes of this Circular, banlc shali be classified as follows:

(l) Conlr:ercial banks;

(2) Tluift banla composed of -

(i) Savings and Morlgagc ba:ls;
(ii) Stock savings and Joan associatjons;
(iii) Privaie developnrent banks.

(3) Regional unit banlis consistilg of rural banks;

(4) Specialized and unique Govemment ban-ks lilce the Development
Bank of the Pbilippines, which are goverqed by their reqpective
charters;

(5) Other classes of banks as may be authorized by tbe Monetary
Board of &e Cental Bank of the Philippines (Bangko Sentral ng
Pilipinas); and

(6) Branches of the above-cited banks rhich have been authorized
to be established nationwide by the Monetary Board of the
Banglro Sentral ng Pilipinas (BSP).

Banking institutions include the following:

(l) Entities regularly engaged in the lending of funds or
purchasing of receivables of other obligations with fi:nds
obrained frorn the public ttrough the issuance, endorsement
or acceptance of debt instrurnents of any kind for their own
account, or through the issuances of certificates of
assignnents or similar instuments wjth recourse, tust
cefiificates, or of reproaches agreements, whether any of
these means of obtaining funds from the public is done on a
regular basis or only occasionally;

(2) Entities regularll, engaged in the lending of funds u,lr"ich
receive deposits only occasionally, and



0) Trust companies, building a'd loan associations, non-stock
savings and loan associatjons.

(b) Head office - shall refer to rhe rnain oftrce of tlre banl.ing
instirution indjcated in the pertinenl ciocumenrs submined to the Securitiei
and Exchange commission (sEC) and to otlrer appropriete agencies; the
city ot rnunicipaliry specifically n:entioned in the ertiri.r of incorporation
and oiher official registration papors as being he official address of said
"Head Office" shall be corsidered as the site thereof.

(c) Branch - a frxed place in a localify established as a branch of a
banking instinrtion, as au&orized by the Monerary Board of the BSp.
However, a regional or extension offices of banks and banling institutions
shall not be considered as a branch.

section 2. Tau on the Gross Receipts of Bank and Banking
hstilutions. - (a) The tax on banl: and banliing institutions may be leviel
on their gross receipts for the preceding carendarlear, as follows:

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

(2) By cities including municipalities witirin the Metopolitan
Manila are4 at a rate not exceeding seventy-fir,e percent
(75%) of one percent (l%) of rhe gross receipts fo, tt.
preceding calendar year.

ft) For this purpose, gross receipts shall onry include the followrng:

(l) interest from Ioans and discounts - this represents interest
eamed and actually colleaed on loaru and discounts. The
following is a breakdown:

(i) Discounts earned and actually collected in advance
on bills discounted:

(ii) Interest earned and actually collected on demand
loan:



(iii) interest earned and actualb, collected on time
ioans, ir:cluding the eamed portions of interesr
collected in adi,ance;

(iv) Interesr eamed and acrualiy collected on mofigege
contracts recejvables;

(2) Interest earned and actually collected on interbank loans.

(3) Rental of property - this represents the following rental
income:

(i) Eamed portion of rental collected in advance from
lessees ofsafe deposit boxes;

(ii) Rental eamed and achrally collected from lessees on
bard( premises and equipnrent.

(a) Inconoe eamed and actually collected from acquired assets.

(5) lnconre from sale or exchange of assets and property.

(6) Cash dividends eamed and received on equity
investrnents.

(7) Bank commissions from lending activities.

(8) Income component of rentals from financial leasing.

At the time of the annual payntent of the tax due, the Head offtce or
b-ranch of a bank sholl submti 6 na LGu concerned a notarked roint
statentent of Annual htcome fschedule of Annual IncomeJ for the
preceding calendar year, in accordance iitl, o sampre foin, hereto
atlached os "Annex A" which shart be stgned by a designaia offrcer of
the Nesd Offce and by the Branch ifanager."

(c) Ali other incorne and receiprs of banks and banking instirutiom
not otherv,,ise enumerated above shall be excluded fom the taxing authority
of the LGU concemed, such as:



(l) Interest earned under tJre expanded foreign currency
deposit syslenr.

(2) Interest accuntulated by lending institutjons on nrortgages
insureti under Republic Act No. 5g0, as -.naia,othenvise loown as Home Financing Act.

(3) Reccipts fronr filing fees, seruice and other administrative
charges.

Sectiol 3. Non-separobilitlt of Banking Basiness. - Acrivities which
are inlerent, related, necessary oiin.id.ntut td tne bankiag business shall be
treated as otre blrsiaess activity subject to the same tax thereorl which shall
be computed on the basis of the rorUinra gross receipts of ail said banliing
activities, as defined above.

In view thereo{ the provisions of Articre 242 of theIRR rquiring a
P-erson or entity to get a separate mayor's permit for each businesiactivity
shall not apply to &e banking activities, as defined above.

section 4- Procedures for rhe Enactment of ra; ordinances. - (a)
The tax on banks and banking institutions as -piovided herein may be
tmposeg. by a city or ^arunicipality only through an appropriate ordinance
enacted by the Sangguniang pantwrysod or Saigguntoig Aq,*, as the case
may be, such ordilaace shail be ericteo and allrov"iin u*rdance with
Articles 107, i0g, 275 and276 of the IRR.

(b) Pwzuant to the procedures on the conduct of public hearings as
prescribed in Article 276(b) of the Ip.R, the sanguruaru concerned shallt"Y.tt the sending .of written notices of pubriihearings for proposed
ordinances to ttre branch manager or the higfrest officer of the Head officeof affected banks and uar*ing institutions within theg ten-itorialjurisdictions.

. (c) fuy tax ordinance u,hich does not cornpll, with the above
pro'isions shall be deemed null and void. Enforcernent of such ordinance
shall be a g'ound for disciplinary action agai'st the officials or emp]ol,ees
responsible therefor as provided for in Articie 2g0 of the IRR.



Secfion 5. .srlr.rs of the Tt,. - For purposes of coilection of ilre tar,
rlre follorving shall apply - (a) A1] transactjons filed rvjth or negotiated in rhe
branch shall be recorded in said branch and tlre gross receipts derived fonr
said bansactions shall be taxable by the ciq, oi rnunicipal;q, where such
branch is located. This rule shall be applied to:

(r) haruactions negotiated with and approved by the branch manger
under his orvn autirorifl,; or

(2) transactions filed and negotiated in the branch but beu:g beyond
the 

lyrrgving authoriry of the branch manager, are fom,arded to
the Head Office for final approval.

(3) tansaction where the stated address in the loan application of
the borrower is the cig or ntuniciparity where the Bank has a
branch, in which case the Head Offiie up,n approva! of the
Ioan shail credit the transactiort to ti-e Bani Bronch.

(b) The gross receipts derived from transactions made by the Head
9trT, excryt gross receipts recorded in the branches; shall be taxable by
the ciiy or municipality whae said Head Oftjce is located.

(") In case tlere is a tuarufer or relocation of *re Head office or of
any branch to another city or municipality, the bank shall grve due ootjce of
such tansfer or relocation to th; chief executives of the cities or
municipalities concemed rvithin fiffeen (15) days after such transfer or
relocation is effec.ted.

section 6. Time of poyntenl - The tax on bantris due and accnring to
the LGUs shall be payable rvithin rhe first rwenty (20) days of January J of
each subsequent quarter, as the case may be, unless otherwise fixed in &e
coneqponding local tax ordinance.

section 7. Examination of Books of Accotutts ond perlittent
Records. - (a) The Treasurer of rlre LGU concemed or through any of his
deputies duil'authorbnd nu'riting may examine the books of accounts and
other pertinent records of banks iliorder to ascertain: assess, and collect thecorect amount of tax due.



(bJ The exanlination shall be rnade during regular oflice hours nor
ofiener thar once a year for e'eiy tax period, *rri.l shail be hniited toveri$ing the summary of ransactioru contained in the prescrrbed foml (see
Annex 'A') subnrined by the ba'k upon u,hich the declaration of goss
te'ceipts for rl:e preceding caiendar-year has been based and the ux-paid
&ereon. such examination sirall be certified by the examining official,
which certificaiion shall be made of record in the books of accounts of the
bank examined.

seetion 8- Repearing crause. - Arr rures. reguJations, orders, and/or
circulars which are contrary to, or. inconsistent wit[, the provisions of this
Circular are hereby repealed or modified accordingly

section 9. Effectivity, - This circurar sbal! take effect immediately,

Regional Directors of the Bureau of Locar Government Finance
and Disbict Treasurers of Metropolitan lr{anila Area are hereby insbucted to
diseminate the contents of tiris circurar to ail kovrnciar, city andMruricipal Treasurers within their respeciive jr:risdictions for their
infomration and guidance. ' '-

d0'+iTg

,/ 04Af--
MARGARITO F. TEYES

Certifred-Irue Copy

B.FGCIry-./'}

Cc:lgd R.s;& .L!g::r;..iLrct Dyiri.or
DC&t IiTME\ T t t Fll{aqcE



JOINT STATf,hTEN T OF A}'NUAL INCOI{N
STDJECT TO GROSS RECETTTS T^X

Pl.tPsuAl{T TO SECnON l1i OF
THE }'C^L CfJ'UEFNME}TI CODE

.For tlc YcarEoAcl
Datc

fls lao',srnd Pcsos)

. A CCOUNT S P'EC. NO. r},{Otlt'$

A INIERESTINCOME
1) Incrbanti.oarsRcccirzblcs
?) .loesaldDiscounts
3) ,r-gruian Riforrns/06ar Agdculdral Craijt lnaas
4) Bills hrrchascd
5) $porr anri Done*ic Bills Lindcr l,C & s T?r
b) Pqct br^& .T,k *s/-It"h,Ls L l-j|rrzr$o,Lg

B. EA],IK@MMISSION-I.ENDD.IGACTTVITES S

C. ECIRr{,ORDINARyCREDIT9CHAR@S
l) Incorae From lA-sscr,s Acq*ed
2) eofity(Irsscr) *om Asscts SoldiExchargc
3) Dhidends-lquiq,Isrrestncnt

D. REIITI}JCOI{E
i) Safc D?osir Bolts
2) Banl PrcnGcs ad Eqrlpmeol

E. II.CIEREST INCO!,!E B.iFINATICIT+L lS.gSpfC

F. TOTAT Il'r-COl"€ SIISJICT TO GRT
{A+ts+C+D+E)

G. TAXDUE( %oID

Ir QUARIRLYAIiIOLTNTDUE
(G Divid:od by a)

l$ote: Tlis indudc fulerest iacouc on deuaad loans, rilre Ioa.ns, discousls campd ard mongagc coslracl
rcceilzbl€s 35 rief,nest in cgtfiul Ban}; lvtanul of Accouats for coonerciai BarL db'.

Fe hereby.certifu tlnt this Joint Statement of Aruwal Inane is rrue ed concct.

Signed at this _dq oJ_..____, 2007

Sgd (Desigmtui Ofieer of tla Head Ofrre) Sgd Bratch Manger


