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Particulars Ind ividual Shareholders' Book

l!!g entr-r/ies shall be per individual shareholder of the absorbed corporation)
Transferee's Book

Journal

Entry to

Record the

Tax-Free

Exchange

Investment in (name_Sf_trcnifqfcg) xxx xx
Investment in (nry1,S-_Old6SJrtving corpotation) xxx.xx
Dividend lncome (net of FWf on dividend) xxx.xx

To record the Tax-Free Exchange (TFE) of investment in
(share lvpS:) shares of (Uame issulng corporati ) with
aggregate fair market value of P*_ in exchange for
(tvpe and no. of share) of (name of.transferee) with par

value of P-- per share.

Investment in (issuing corp- {b:t shares of stock) xxx.xx
PPE - Land & [mprovement (fbr real props) xxx.xx
Others Assets (as applicable) xxx.xx

Liabilities xxx.xx
Capital Stock xxx.xx
Additional Paid-ln Capital xxx.xx

To record the Tax-Free Exchange (TFE) of real properties,

investment in (share lvpe) shares of (name issuing corp/s),

and other assets with aggregate fair market value of
P-,includingliabilitiesassumedresuItingfrom
merger, in exchange for (t-vpe-and no. of share) of (name of
transferee) with par value of P-- per share.

Balance

Sheet Notes

Entry
Investment includes (no. and type of share/s) with par

value of P_--in (name of transferee) resulting
from the Tax-Free Exchange of investment in (no. and

t-vpe of share/s) of (issuing corporatiory's) covered by

Stock Certificate No/s. which were

acquired for the total cost of (substituted basis) and

which have fair market value as of the date of
exchange amounting to P--.

Real properties, investment in (no. and type of share/s)

of (issuing corporatign/s) and other assets were acquired

through merger as evidenced by PIan of Merger and

Articles of Merger, including the increase of the

Authorized Capital Stock of (name of transferee),

approved by the Securities and Exchange Commission

on (date). The total acquisition cosVsubstituted cost to

(name of transferee) of the investmenUs amounts to

(FMV at the time of exqhange). The real properties,

investmentls and other assets were previously covered

by Transfer Certificate of Title and Stock Certificate

No/s. issued by (issuing corporationls) and

are now presently covered by Stock Certificate No/s.

constituting (no. and type of share/s) [total]
shares in the name of (name of transferee).

Proforma

Entries to

Record

Subsequent

Sale i
Transfer

Cash or Accounts receivables xxx.xx
lnvestment in (name of transferee) xxx.xx
Gain on Sale of Investment xxx.xx

To record subsequent sale / transfer of investment acquired

thru Ta,r-Free Exchange

Current xxx.xx
Tax Payable xxx.xx

Provision for Tax as follows:

Cash or Accounts receivables xxx.xx

Investment in (name of issuing corporation) / PPE -

Land & lmprovement I Other Assets xxx.xx

Gain on Sale of Investment xxx.xx

To record subsequent sale / transfer of real properties,

investment/s and/or other assets acquired thru Tax-Free

Current xxx.xx
Tax Payable xxx.xx

Provision for tax as follows:

Tar Type Tax Rate* Multiply By Amount Tar Type Tax Rate* Multiply By Amount

r) Nct Capital Gains Tax
SYo on P100,000 and

I 0% on cxcess

Gains realized on

TFE
r) t5%

Gains realized on

subsequentsale

of invcstment/s

xxx.x:

OR Stock Transaction Tax ll2 of l%
FMV of invls at

thc timc of TFE

xxx.xx

OR Stock Transaction Tax 6llD of lo/,

Selling Pnce of
investment at thc

timc of
subsequent salc

2) Nct Capital Gains Tax t5%
Gains realized on

subscquent sale

of investmcnUs

Total Tax Payable EIIJI

Tax Type Rate Multiply By Amount

OR Stock Transaction Tax 6110 of lo/o

Selling Pricc of
invcstment st thc

time of
subsequcnt salc xxx.Lt

r)
Wittrholding Tax

ONETT

I.-5% to 60/, per RR No. 6

200 I
Fair Markcl

Value (FMV) of
thc propcrtfiics

at thc tirnc of
subsequcnt salc /

transfcr

xx.xx

Total Trx Payable u&II
2)

Documentary Stamp

Tax (DST)
l.SYofor cr,ery P1,000

and fractional part thercof x

' If subscquent salc/s of invcstmcnt/s ryas/wcrc made beforc January l. 201 I,
thc tax rates uscd in thc computation of Nct Capital Cains Tax and Stock

Transaction Tax at thc time o[tax-free cxchangc shall apply.

* Computation of Gain Realisd on Subscquent Sale of Investment:

Sclling Pricc xxx.xx

[rss: Cost (Substitutcd Basis) r;1lJx
Net Capital Gain on salc of unlistcd shares tr;[;tr

Per RMO 17-2016, the substitutcd basis of the etock or securities

received by &e transfcror on a kr-frec exchange shall bc as

follorvs: ( I ) Thc onginal basis of the propcrty, stock or securities to

be transferred: (2) Less: (a) monq'rcccivc4 if any, and (b) the fair
market value of the other prope6'received, if any: (3)Plus: (a) thc

amor.mt trcated as dividend of the sharcholder, if anv, and (b) the

amount of any gain that was recognized on the cxchange, if any.

3)
Valuc-Added Tax
(VAT)

t2%
xxx.\x

Total Trx Payahlc IITIJT

*Gain on sale of property/ics is subjcct to Normal Corporatc Incomc Tax OCIT)

*FMV at thc time of subsequent salc / transfer refcrs to the selling price. zonal

valuc or the valuc rcflcctcd in thc tax declaration. rvhichcver is highcst.
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