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SUBJECT: Request for Review of Bureau of Internal Revenue Ruling No.
194-2015

Dear Atty. Abella:

This refers to the subject letter dated 14 July 2015 ( “Request for Review”) which you filed 
with this Department on behalf of your client Lexmark International Technology, S.A. 
(“Lexmark”) to request for review of Bureau of Internal Revenue (“BIR”) Ruling No. 194-2015 
dated 10 June 2015, which ruled on the taxability of the sale of Lexmark’s shareholdings in 
Lexmark International Philippines, Inc., now Funai Electric Cebu, Inc. (“Target”), to Funai 
Electric Co., Ltd. (“Funai”).

In particular, the Request for Review prays for the reversal of the BIR’s finding that the sale 
of Lexmark’s shareholdings in Target (“Subject Shares”) to Funai is subject to 30% donor’s 
tax on the excess of the fair market value of the shares of stock sold over its selling price 
under Section 100 of the National Internal Revenue Code of 1997 (“NIRC”), as amended. 
The pertinent portion of BIR Ruling No. 194-2015 provides:

“In reply, please be informed that Section 99 (B) of the Tax Code, as 
amended, imposes a 30% donor’s tax on gifts made to a stranger including a 
corporation. The tax is payable on gratuitous transfers and on transfers with 
insufficient consideration. Relative thereto. Section 100 of the Tax Code 
provides that:

SEC. 100. Transfer for Less Than Adequate and Full Consideration. - 
Where property, other than real property referred to in Section 24(D), 
is transferred for less than an adequate and full consideration in 
money or money’s worth, the amount by which the fair market value of 
the property exceeded the value of the consideration shall, for the 
purpose of the tax imposed by this Chapter, be deemed a gift, and 
shall be included in computing the amount of gifts made during the 
calendar year.
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