SOCSC015 – Prelim Notes
OBJECTIVES/IMPORTANCE/PURPOSES OF THE STUDY OF TAXATION

1. Knowledge

a. To know the different classification/kinds of taxes.

b. To know the different government agencies tasked with the administration or collection of taxes

2. Information

a. To be informed that almost all revenues (money in the hands of the government) are derived from taxes

· National Statistics Office (NSO) – top revenue-earner of the government

· Tax – is the lifeblood of the nation

1. Bureau of Internal Revenue (BIR) – taxes

2. Bureau of Customs – customs, duties, taxes on imported goods

3. Land Transportation Office (LTO) – license fees

4. Philippine Amusement and Gaming Corporation (PAGCOR)

5. Philippine Charity Sweepstakes Office (PCSO)

6. banks, government-owned or controlled corporations

b. To be informed that evasion or non-payment of taxes lessen the opportunity of the people to enjoy the essential government services

· Tax evasion – non-payment of tax; a crime

· Penalty of tax evasion:

a. Fine

b. Imprisonment (2 months to 6 years)

c. Both

3. Awareness

a. To be aware of the need to pay taxes promptly and correctly.

b. To be involved actively in the tax collection campaign

TAXATION – a mode of raising revenue for public purpose (general welfare, common good); it is the power of the state to impose a charge or burden upon persons, properties and rights for the use and support of the government, so that it may be able to discharge its appropriate functions.
Public purpose – is not private purpose; it means that majority of the individuals living in a community or county must benefit from the proceeds of the taxes.

3 INHERENT POWERS OF THE STATE:

1. Police Power – power of the state to make laws for the general welfare.

2. Eminent Domain – power of the state to take away private property for public use upon payment of just compensation.

3. Taxation

OBJECTS OF TAXATION:

1. Persons – 2 kinds:

a. Natural person – created by God – human beings

b. Juridical person – created by law – partnerships and corporations.

Ex. CIT, PLDT, NAPOCOR

2. Properties – 2 kinds:

a. Real property – immovable – permanently attached to the soil

Ex. Houses, lands, trees, buildings

b. Personal property – movable – not permanently attached to the soil

Ex. Jewelries, cars, books

3. Rights – exercise of business, profession and occupation

FUNCTIONS OF THE GOVERNMENT:

1. Constituent functions – that constitute the very bonds of society and are therefore compulsory. Ex. Administration of Justice, maintenance of peace and order.

2. Ministrant functions – by way of advancing the general interest of society; optional. Ex. Public works, infrastructure like roads, bridges, highways, etc.

PURPOSES OF TAXATION:

A. Primary Purpose: To raise revenue in:

1. promoting the general welfare

2. meeting its domestic and international obligations

3. funding various infrastructure projects vital to nation building
B. Secondary/Other Purposes:

1. To reduce excessive inequalities of wealth

Progressive System of Taxation – more income, more properties, more tax; less income, less properties, less tax; no income, no property, no tax

2. To control indirectly the Phil. Economy through the proper use of tax exemptions.

Omnibus Investment Code

a. Pioneering Enterprise – 6-year tax exemption

b. Non-pioneering Enterprise – 3-year tax exemption

3. To regulate or control, as in the adoption of protective tariffs on imported goods.

Tariff – the systematic arrangement of goods with corresponding customs duties (taxes on imported goods)
4. To mobilize capital to be poured on capital-deficient fields of business and strengthen anemic enterprises through loans or tax incentives.

CHARACTERISTICS OF TAXATION POWER:

1. Taxation is the exercise of a high act of sovereignty (power to rule or govern)
2. It is a legislative prerogative.

Legislative Department – makes the Law (Congress)

Executive Department – executes the Law (President)

Judicial Department – interprets the Law (Supreme Court)

“No law, no tax. No ordinance, no tax.”

3. It can only be exercised by the territory or jurisdiction of the taxing power (country or government, LGUs like provinces, municipalities, cities, barangays)
· Double taxation (illegal) – taxing the same person twice by the same jurisdiction in the same taxable year.

4. Taxation power is unlimited.

POLICE POWER – power of the state to make laws for the general welfare; power of the state to enact such rules and regulations in relation to persons and properties as they may promote public health, public morals, public policy, public safety and the general convenience of the people.

DISTINCTIONS BETWEEN TAXATION AND POLICE POWER

	TAXATION
	POLICE POWER

	1. Subject to certain limitations.
	1. Free from any limitations (absolute power).

	2. Amount to be imposed is unlimited.
	2. Amount to be taken is only sufficient to cover cost of license, police surveillance or regulations.

	3. Compensation is in the form of protection received together with other benefits.
	3. Usually, annoyance or financial loss.

	4. Mainly, for raising revenue
	4. For promoting the general welfare.


DISTINCTIONS BETWEEN TAXATION AND EMINENT DOMAIN

	TAXATION
	EMINENT DOMAIN

	1. Operates upon a community or class of individuals.
	1. Operates only on individuals as owners of the property.

	2. Enforcement may be summary.
	2. Court action or proceeding is necessary to enforce it.

	3. Compensation is not immediately given (or not at all)
	3. Just compensation is immediately given to the owner of the property.

	4. Taxes are collected for public purpose.
	4. Properties are taken for public purpose.


Just Compensation – actual market value of the property at the time of the taking as determined by the assessor
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