
REPL-iBi-1C OI. I'i IE P]i1i-IPPI\I:S
D E Pr^rl{l M 1-.N T Oi-' F- Ir.Y,\ Nfl ir.

i(l-.\-t, i- jtr' l.\ il'-t(-\.\1. ci: - ' r i i.

{.}uezon City

RII\/ENUE, ME,N{ORANDUM CIRCULAII NO.

lleiteration of llepartnlent of Finance Order No.
Stoch Non-Protit Etluc:rtional Institutions

All llevenue Ofllcials and Ernplol'ees Concernccl

.i,:cruarl: i-t, 2;)1it

t4- nlb

{it

SUBJECT : 149-95 for Non-

TO

BACKGROUN]}

Section 4(3). Article XIV o1'the 1987 Constitution provic'lcs tl.rat--

"All revenues ctnd a,\sels of non-.stctck, non-pro-fil educctlional
instiltrticnts u,yecl actuctlly, 4irur,,t,, and erclu,siveb,for eclucctlional
purposes..sholl be eretnpl-franr loxe,s ancl cluties. xrx"

'1'he3,shall. hon,ever, be subjectto internal revenue iaxes on inconre fronr trade.
business or other activit)' the conduct o1' u,hich is not related to the erercise or
perforrnance by such educational institution of, its educational purpose or function.

To ensure that the exer1,1rt interest irrcoure tioln Philippine currenc),deposits
and yield from deposit substitLrte instrururenis olthese nor-r-stock non-profit edLlcational
institutions are usetl actuall.v, directly, and exclusively for erlucational purposes.
Department Order (DO) No. I 49.-95t rvas issued b1, the Secretary' of Finance in
November 24.1995.

In connection r.i,ith this, depository barrks o1'these educational institutions
periodically rcquire theil subnrission of certiflcate ol'income tax exernption or tax
rulings couf-inrilrg their exenrption 1'rom income tax as non-stock. non-prolit
cducational institirtioirs to substantiate the non-irnposition of the 20Yo ancl J'/zoh t1nal
rvitirholding taxes on interesl irrcome fl'oir currency, barrk deposits ancl yield fi'orn
deposit substitLrte instrurncnts under Section 27(D)(l) of'the l-ax Code ol 1997. as

arrended.

It lias been observed that there are educalional institutions organizcd and

operated as non-stock, non-prolit edLrcational institutions that no louger corrpil'u'ith
titc I)OF DO 149-95 as part o1'thcir:irinual subrrission togethcl rvith lhcir Annual
Incontc -[ax Ileturns (BiR Forrn l7[i2)ir\nnLial inlbrtnalion l{eturns (Biit I-orm 1/0?-
AIF) and Audited Fiirancial Statemettts.

1 An'rcnding Scctiorr 2(2. i1 of i)e pai'trttcnt
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I)OF 1)O No. 1,19-95

DOF DO No. 149-95 x'iis carlicr circLrlarizcd Lrnc'ier Revenuc MeniorantlLrnr

Circular No. 45-95 (Dcccrlber I l, 1995).

'i'hLrs, this Circular is beirrg issLred to reiteraie the recluirerlents fi'onr trolr-stock.
nor.r-1tlr,tit educational institutions. the lbiiorving documents shail bc fttbqriltBfi slt tu
annLial basis to the RevenLre District Officer (RDO). together
infonnatiorr retirrn and dulv airdited financial statcntent:

u,ith tire annual

a) Certification fi'orn their depositorl,' banks as to the arrount of interest
inconre earnccl lr'orn passive investments not sutr.ject to tlie 20?i, final
rvithholding tax irnposecl by Section 24(e) of thc'fax Cocle. as arrended;

b) Certification of actLral utilization of the said incorrc; arrci

c) iloard Resolution bi, the school acirrinistration on proposecl irrojects
(i.e.con,strtrcliort crnd,'or irtltrotettrent of schrsol huiltling cntl .fucilitie.s,
ctccltri.silion of equipmeitt, ltooks und tlte like) kt be funcled out ol lltolte\
deposited in banks or placed in mone1, markets.

'fhe RDO shall conduct an audit of the annual intbrmatiorr retum tlled to
determine cornpliance r.vith the eonditiorrs set forth in the certificate olexernption and

the tax liabilities, if any, .

All revenue ofl'lcials and emplol,'ees are enjoined to give this Circular as rvide a
pLrblicitl, as possibie.

KIM S" JACIi'.{T O-HEhTARES
Comnrissioner ol lntelrral Revenue
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