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"SEc. 190. Compensating tax. - All persons residing or doing busi
ness in the Philippines, who purchase or receive from without the Philip
lipines any commodities, goods, wares, or merch::mdise, excepting those 
subject to specific taxes under Title IV of this Code, shall pay on the total 
value thereof at the time they are received by such persons, including freight, 
postage, insurance, commission and all similar charges, a compensating tax 
equivalent to the percentage taxes imposed under this Title on original trans
actions effected by merchants, importers, or manufacturers, such tax to :be 
paid before the withdrawal or removal of said commodities, goods, wares, 
or merchandise from the customhouse or the post office: Provided, however, 
That merchants, importers and manufacturers, who are subject to tax under 
Sections 'Cilne hundred eighty-four, one hundred eighty-five, one hundred 
eighty-six, '?r one hundred eighty-nine of this Title, shall not be required to 
pay the taX. herein imposed where such commodities, goods, wares, or mer
chandise purchased or received by them from without the Philippines are to 
be sold, resold, bartered, or exchanged or are to be used in the manufacture 
or preparation of articles for sale, barter, or exchange and are to form part 
thereof: An,d provided, further, That the tax imposed in this section shall not 
apply to articles to be used by the importer himself in the manufacture or 
preparation of articles subject to specific tax or. those for consignment abroad 
and are to form part thereof or to articles to be used by the importer himself 
as a passenger and/ or cargo vessel, whether coastwise or ocean-going, in
cluding engines and spare pafts o{ said vessel. If any article withdrawn from 
the customhouse or the post office without the payment of the compensating 
tax is subsequently used by the importer for other purposes, corresponding 
entry should be made in the books of accounts, if any are kept, or a written 
notice thereof sent to the Commissioner of Internal Revenue and payment 
of the corresponding compensating tax made within ten days from the dal:e 
of such entry or notice. If the tax is not paid within such period, the 
amount 0f .the tax sh~ll be increased by twenty-five per ce11tum, the incre
ment to form part of tht> tax." 

SEc. 2 This Act shall take effect upon its approval. 

Approved, June 17, 1961. 

OPINIONS OF THE SECRETARY OF JUSTICE 

On tbe ;1,1eaning of tbe Term "Capital" tmder the Retail Trade Nationaliza
tion Law. 

OPINION NO. 105, S. 1961 

Opinion is requested on the proper interpretHtion of the term "capital" 
as it is used in sccti0n 4(a) of Republic Act No. 1180, otherwise known as 
the Retail Trade Nationalization Act, which provides as follows: 

"SEC. 4. As u'•:d in this Act, the term 'retail business' shull mean any act, OC· 

ce11ation or calling of l,.rbituallr selling direct to the general public merchandise, com
modities or goods for consumption, but shall not include -

"(a) a ,manufactww. processor or worker selling ro the general public the pro· 
ducts m:mnfnchrrcd, pro.:e>Scd or produced by him if his capital does not exceed 
'1'5,000.00 X X x". 

It appears that the Department of Commerce has ruled that "capital 
includes all resources, whether goods or money, machinery, equipment and 
rer: table articles covered in lease contracts, if any, and if their value exceeds 
P5,000.00, the license for a processing or manufacturing business may not 
be issued pursuant to Section 4(a) of Republic Act No. 1180". 

Bouvier's Law Dictionary defines "capital" as the sum of money which 
a merchant, !:lanker or trader adventures in any undertaking, or which he 
contributes to the common stock of a partnership {Vol. 1, p. 419). In com· 
merce, as applied to individuals, the term "capital" refers to those objects 
whether consisting of money or other property, which a merchant, trader, or 
other person adventures in an undertaking." In its broadest sense, the word 
"capital" signifies "actual assets, whether in money or property, owned by 
an individual or a corporation; it is the fund upon which a corporation trans
acts business, which is liable to its creditors, and in case of insolvency passes 
to a receiver." ( 6 Words and Phrases, p. 61-64. ) · 

In the light of the above definitions, which convey the ordinary ac:c~I'ted 
meanin<> of the term capital and which, in the absence of a sta•utory defmmon, 
is prest~mably the interpre~ation intended by the legislatur~, it is o~r opinion 
that rented equipment or other property used in the busmess wh1ch JS cov
ered by bona-fide lease contracts, should not be considered as pa:t of the 
capital for purposes 0f Section 4( a) of Republic Act No. 1180, smce _they 
do not form a part of the proprietor's investment ventured into the bus1~ess 
and will never answer to creditors for the debts incurred by the undertakmg. 
It will be noted also that in nationalizing the retail trade, Republic Act No. 
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