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REPUBLIC OF THE PHILIPPINES 
DEPARTMENT OF FINANCE 

BUREAU OF INTERNAL REVENUE 

~ 
/, . January2,1997 

REVEN LATIONS NO. 6-97 

SUBJECT: lmpl RE~ A!:_t ~o: -~~1. an Act Amending Republic 

Act No. 771 ~= _KJiown as the expanded Valu&-Addod 
.lrxTBw,-incfOiiier-Pertinent Provisions of the Nationallntemal 
Revenue Code, as Amended, and Further Amending Revenue 
Regulations No. 7-95, as Amended, otherwise Known as the Con­
solidated Valu&-Addod Tax RegulaNons. 

TO: All Internal Revenue Officers and others Concerned. 

Pursuant to the provisions of Sections -245 and 4 of the National Internal Rev­
enue Code, as amended (Code), in relation to the provisions of Executive Order 
(EO) No. 273, as amended by Republic Act (RA) No. 7716, and as further amended 
by RA No. 8241, these Regulations are hereby promulgated to further Implement 
Sections 102, 103, 105, 107 and 110(c) of Title IV, Sections 112, 115, 115-A and 
117 of Trtle V and Section 237 of Title IX, all of the Code, and to further amend 
Revenue Regulations (Rev. Regs.) No. 7-95, as amended, otherwise known as 
the 'Consolidated value-Added Tax Regulations." 

SECTION 1. Value-Added Tax on Sale of Goods or Pro­
·perties. ·Section 4.100-1, paragraph 4 of Rev. Regs. No. 7c95 is hereby 
amended to read as follows: 

"Any person otherwise required to register for VAT -purposes who fails to 
register shall be liable to VAT on his sale oftaXable goods or properties x x x xx x. 
The sale and importation of goods subject to excise taxes imPosed under Title VI 
of the Code are also subject to VAT, except coal and natural gas in whatever form 
or state, and manufactured petroleum products (other than lubricating oil, pro­
cessed gas. grease, wax and petroleum). 

SEC. 2. Value-Added Tax on Sale of Services and Use 
or Lease of Properties. ·Section 4.102-1' (a), (f) and (h) of Rev. Regs. 
"''- "7 nr u. ~ ...... ~., .,. ...... ni"'AI"' fn ra21'1 lill!l fnllow!l~ 
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persons doing bus/noss outside the Philippines of goods which ore subsequently 
exported, as well as s,arvicas by a resident to a non-residant foreign cHant, such 
as project studies, information services, engnaering and architectural designs 
and other similar services, the consideration for which is paid for in acceptable 
foreign currency and accounted for in accordance with the roles and regulations 
of tho BSP. (RR No. 7-95, as amended by RR No. 5-96) 

"{3) Services rendered to persons or enttties whose exemption under special 
laws or International agreements to which the Philippines is a signatory effectively 
subjects the supply of such services to zero percent {0%) rate; 

'{4) X X X X X X X X 

'{5)xxxxxxxx." 

SEC. 4. Exemptions.· section 4.103-1(B) of Rev. Regs. No. 7-95 is 
hereby amended to read as follows: 

'{B) Exempt transactions. ·The following shall be exempt from VAT: 

X X X X X X X X 

"(c) Sale or importation of agricultural and marine food products in their origi­
nal state, livestock and poultry of a kind generally used as, or yielding or producing 
foods for human consumption; and breeding stock and genetic materials therefor. 

X X X X X X X X 

X X X X X X X X 

"Meat, fruit, fish, vegetables and other agricultural and marine food products 
shall be considered in their original state even if they have undergone the simple 
processes of preparation or preservation for the mark!!t, such as freezing, drying, 
salting, bro11fng, roasting, smoking or stripping, including those using advanced 
technological means of packaging, such as shrink wrapping in plastics, vacuum 
packing, tetra-pak, and other-similar packaging methods: 

"Polished and/or husked rice, com grits, raw cane sugar and molasses and 
ordinary salt shall be considered aS agricultural food products in their original 
state. 

X X X X X X X X 

N(e) Sale or importation of coal and natural gas, in whatever form or state, and 
petroleum products (except lubricating oil, processed gas, grease, wax and petro-

-----------

"(3) PD.1590- Philippine Air Lines (PAL) relative to domestic transport of 
goods or cargoes; 

'(r) Sales by agricultural cooperatives duly regstered with the Cooperative 
Development Authority (CDA) to thair members, as wei as sale of their produce, 
whether in its orifinal state or processed form,. to non.membeTS; their importation 
of drect farm inputs, machineries and equipment, inclucing spare parts thereof, 
to be used directly and exclusively in the production anrVor processing of their 
produce; 

'(s) Sales by olactric coopera6ves duly regstered with tha CDA or Na5onal 
Electrification Administration (NEA), relative to the generation and distribution of 
electricity, as waH as their importation of machineries and equipment, incluclng 
spare parts, which shaR be di'rectly used in the generation and distribution of 
ele_ctricity. 

'(t) Gross receipts from lending activities by credit or multJ-purposo coopera­
tives duly regstered with the CDA, whoso /endng operation Is Nmited to their 
membeTS; 

"(u) Sales by non-agricultural, non-electric and non-credit cooperatives duly 
regstared with the CDA; Provided, That tho share capital contribu6on of each 
member does not exceed Fifteen Thousand Pesos (P15,000.00) and regardless 
of the aggregated capital and nat surplus ratably distributed among the mam­
beTS; 

"Importation by non-agricultural, non-electric and non-credit, cooperatives of 
machineries and equipment, including spare parts thereof, to be used by them are 
subject to VAT. 

"(v) Export sales by persons who are not VAT-registered; 

"(w) The followi'ng sales of real properties are _exempt from VAT, namely: 

"(1) Sale of real properties not pn'rnan1y held for sale to customers or held · 
for lease in the ordinary course of trade or business; 

"(2) Sa/a of real properlies utilized for low-cost housing under BP Big. 220, 
PO No. 957 or RA No. 7279, otherwise known as the "Urban and 
Development Housing Act of 1992" and other related laws, wherein the 
price ceiling per un;t Is P375,000.00, or as may from time to time be 
dotennined by the House and Land Use Regulatory Board (HLURB) 
and other related laws; 

"'Low<:ost housing" rafers to housing projects intended for home­
less low--income family beneficiaries, undertaken by the Government or 
- ---'- --~- -'-··-•---- ••• l ... ~ ............ ;u.. .. ,. ...._.. .. c.••Mivic:Jnn nr A r-.nndominium 
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register shall be liable to VAT on his sale of taxable goods or properties x x x x x x. 
The sale and imporlation of goods subject to excise taxes imPosed under Title VI 
of the Code are also subject to VAT, except coal and natural gas in whatever form 
or state, and manufactured petroleum products (IJI!ler than lubricating oil, pro­
cessed gi:ls~ grease, wax and petroleum). 

SEC. 2. vatue-Added Tax on Sale of Services and Use 
or Lease of Properties,- Section 4.102-r(a), (f) and (h) of Rev. Regs. 
No. 7-951s hereby amended to read as follows: 

"(a) Sale or exchange of services, as well as the use or lease of properties, as 
defined in Sec. 102(a) of the Code, shall be subject to VAT. 

~sale or exchange of services" means the performance of all kinds of seMces 
in the Philippines for others for a fee, remuneration or consideration, including 
those performed or rendered by the following: 

X X X X X X X X 

•(11) transportation contractors on their tranSpott of goods or cargoes, in 
eluding parsons who transporl goods or cargoes for hire; 

"(12) other dornastic common carriers by land, air and waterrelative to their 
transport of goods or cargoes; 

'(13) franchise grantees of telephone and telegraph, radio and/or television 
broadcasting and all other franchise grantees except franchise gran­
tees of radio and/or television broadcasting whose annual gross ,. 
celpts -of- the preceding year-- doss not exceed Ten Millon 
Pesos (P10,000,000.00}, and franchise grantees of electric, gas 
and water utilities; 

"{14) banks, non-ban~ financial Intermediaries and finance companies and 
other financial intermediaries not performing quasi-banking functions; 

"{15) non-life Insurance companies (except their crop insurances), including 
surety, fidelity, indemnity and bonding companies; and 

"(16) similar services regard•s of whether or not the performance thereof 
calls for the exercise or use of the physl~l or mental faculties. 

X X X X X X X X X." 

'(f) Services of franchise grantees of teieP.hone and telegraph, radio and/or 
tele!vlslon broadcasting and all other franchise grantees, except electJic, gas and 
water utilities, shall be subject to VAT. However, franchise grantees of radio and/ 
or television broadcasting whose annual gross rec6ipts of the preceding year 
does not exceed Ten Million Pesos (P10,000,000.00) shall notbo subject to VAT, 
but to the three percent (3%) franchise tax imposed under Sec. 117 of the Code, 
subject to the op6ona/ refislra6on provisions under Sec. 4.107-t(c) of Rev. Regs. 
No. 7-95, as amended by these Regulations. 

Ukewise, franchise grantees of electric, gas and water u6/itles shall be sub­
ject to two percent (2%) franchise tax on thoir moss ~Dis derived from the 

packing, tetra-pak, and other similar packaging methods. 

"Polished and/or husked rice, com grits, raw cane sugar and molasses and 
ordinary salt shall be considered aS agricultural food products in their original 
state. 

X X X X X X X X 

"(e) Sale or importation of coal and natura/gas, in whatever form or state, and 
petroleum products (except lubricating oil, processed gas, grease, wax and petro­
latum) subject to the excise taxes Imposed under Trtle VI of the Code; 

'•,) 

X X X X X X X X 

"0) Services subject to percentage tax under Tille V of the Code, such as: 

"(1) Sale or lease of goods or properties or the performance of services of 
non·VAT·re{isfered persons, other than the transactions mentioned in para­
graphs (a) to (y) of Section 103 of the Code, the gross annual sales and/or 
receipts of which does not exceed the amount of FIVE HUNDRED FIFTY 
THOUSAND PESOS (P550,000.00): Provided, That not later than January 
31, 1988 and each cafondaryearthereafter, the amountofP550,000.00shaU 
be adjusted to its present value using the Consumer Price Index, as pub­
Hshed by the Na6onaf Sta6s6cs Offfce (NSO) (Sec. 112 of the Code); 

"{2) Services rendered by domestic common carriers by land, air or water 
for the transport of passengers and keepers of garages (Sec. 115 of the 
Code); 

"{3) Services rendered by intemation'al air and shipping carriers doing 
business in tho PhUippines (Sec. 1{5-A ofthe Code); 

"(4) Services rendered by franchise grantees of radio and/or television 
.broadcasting whose annual gross receipts of the preceding year does not 
exceed Ten Million Pesos (P10,000,000.00), and by franchise grantees of 
electric, gas and water util~ies (Sec. 117 of the Code); 

"(S)xxxxxxx 

"(6) Services rendered by any person, company or corporation (except 
purely ,cooperative companies or associatlons)·doing life insurance business 
olanysort In the Philippines (sec. 121 of the Code); 

"(7) Services rendered by nre,. marine or misceHaneous insurance agents 
of foreign insurance companies {Sec. 122 of the Cod~); 

"(8) Services of proprietors, lessees or operators of cockpits, cabarets, 
night or day ~:lubs, boxing exhibitjons, professional basketball games, Jai-Aiai 
and race tracks (Sec. 123 of the Code); and 

"(9) Receipts on sale, barter or exchange of shares of stock listed and 
traded through the focal stock exchange or through fnmaf pubHc offering. (Sec. 
124-A of the Code). 

"(k) Services bv aaricuHural contrscl ru·l"MI'e~ anrt millinn fnr nth'"'~ nf n::~l::~;v 

"(2) Sale of real properties u6/ized for /ow-cost housing under BP Big. 220, 
PO No. 957 or RA No. 7279, otherwise known as the "Urban and 
Development Housing Act of 1992" and other related taws, wherein the ' 
price ceiling per unit is P375,000.00, or as may from time to time be 
detennined by the House and Land Use Regulatory Board (HLURB) 
and other related laws; 

"Low-cost housing" refers to housing projects Intended for home­
less loW..Jncome family beneficiaries, undertaken by the Government or 
private developers, which may either be a subdivision or a condominium 
registered and licensed by the Housing and Land Use Regulatory Board/ 
Housing and Urban Development Coordinating Council (HLURBI 
HUDCC) underBP Big. 220, PD No. 957 oranyotherslmllarlaw, wherein 
the un~ selling price is within the seiling price ceiling per un~ under RA 
No. 7279, otheiWise known as the "Urban Development and Housing 
Actof1992" or as determined from time to time by the HLURB/HUDCC. 

"(3) Sale of real properties utilized for sociaHzed housing as de5nod under 
RA No. 7279, wherein the price ceiling per unft is P150,000 or as may 
from 6me to 6me bo detenninod by the HLURB and other related laws. 

"Socialized housing" refers to housing programs and projects 
covering houses and lots or homelots only undertaken by the Govern­
ment or the private sector for the underprivileged and homeless citizens 
which shall include sites and services development, long-term financ­
ing, liberalized terms on interest payments, and such other benefrts In 
accordance with the provisions of RA No. 7279, otherwise known as the 
'Urban Development and Housing Act of 1992." 'Socialized housing" 
shall also refer to projects intended for the underprivileged and home­
less wherein the housing package selling price Is within~ the lOwest 
interest rates under the Unified Home Lending Program (UHLP) or any 
equivalent housing program of the Government, the private sector or 
non-government organizations. 

"(4) Sale by real dealers and/or lessors of house and lot and other res/den· 
6a/ dwe/Jings valued at One Million Pesos (P1,000,000.00) and below: 
Provided, That not later than January 31, 1998 and each calendar year 
tiiereafter, the amount of One Million Pesos (P1,000,000.00) shaH be 
adjusted to its present value using the Consumer Price Index, as pub­
Hshed by. the Na6onaf Sta6s6cs omce (NSO); 

"(x) Lease of residenti"at units with a monthly rental per unit not exceeding 
Eight Thousand Pesos (P8,000.00), regardless of tho amount of aggregate rent­
als received by the lessor during the year; Provided, That the exemption Hkewise 
applies to /ease of residential units where the monthly rental per unit exceeds 
Eight Thousand Pesos but the aggregate rentals of the lessor during the year do 
not excoed P550,000. Provided 5na//y, that not later than January 31, 1998 and 
each ca/enda'r year thereafter, ~he amount of PB, 000.00 shaH be adjusted to its 
present value using the Consumer Price Index, as published by the NSO; 

"The term 'residential units' shall refer to apartments, houses and/or lands 
on which another's dwelling is located, used for residential purposes and shall 
include not only buildings, parts or units thereof used solely as dWelling places 
lA n tlnl'lnitflriA~ rnn111~ ::.n-4 ha-4 ~,.::.,.Ac.l AV,.Ant ........ t .. lc. ..... ,.. • .,.! r"'"'""'c. kNalc. 
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subject to the opUonal regstra6on provisions under Sec. 4.107-1(c) of Rev. Regs. 
No. 7~95, as amended by these Regulations. 

Ukewlse, franchise grantees of electric, gas and water utilities shaH be sub. 
ject to two percent (2%) franchise tax on their gross receipts derived from tho 
business covered by the law granting the franchise pursuant to Sec. 117 of the 
Code': 

Provided, furlhor, That II franchise grantees notfallngundor Soc. 117 of the 
Code are also no longer subject to tho franchise tax on their gross receipts de­
rived from their franchised operations under their respective charters. 

Franchise grantees of telephone and telegraph shall be subject to VAT on 
their gross receipts derived from their telephone, telegraph, telewrlter exchange, 
wireless and other communication equipment services. However, amounts re­
ceived for overseas dispatch, message, or conversation originating from the Phi~ 
ippines are still subject to the percentage tax under Sec. 118 of the Code. 

x-xxxxxxx: 

"(h) All receipts from service, hire, or operating lease of transportation equip­
ment not subject to the percentage tax on domestic common carriers and keep­
ers of garages imposed under Sec. 115 of the Code shall be subject to VAT. 

X X X X X X X X 

"Operators of taxicabs, utility cars for rent or hire driven by thelesseos (rent­
a-car companies), and tourist buses used for the transport of passengerS are 
subject to tho percentage tax imposed under Soc. 115 of the Code, and NOT to 
VAT. .. 

xxxxxxxxx: 

SEC. 3. Zero-filting. section4.102-2(b)ofRev. Regs. No. 7-951s hereby 
further amended to read as follows: 

"(b) TransacUons Subject to Zero Percent (0%) Rate.- The following ser­
vices performed In the PhilippineS by VAT-registered persons shall be subject to 
zero percent (0%) rate: ~ 

~ 
;-~~ --~(1)-PiciCessing, inanu~facturing Or repacking goods-for other persons doing 
1 i business outside the Philippines, which goods are subsequently exported, where 
! 1 the services are paid for in acceptable foreign currency and accounted for in 
·J . accordance with the rules and regulatfonsofthe Bangl<o Sentra/ ng Pilpinas (BSP); 

i 

ll 
~(2) Services other than processing, manufacturing or repacking for other 

!1 ,. .. " 

"(9) Receipts on sale, barter or exchange of shares of stock Hsted ·and 
traded through the local stock exchange or through Initial pubHc offering. (Sec. 
124-A of the Code). 

"(k) Services by agricuttural contract growers and milling for others of palay 
into rice, corn Into grits, and sugar cane into raw sugar; 

"Agricultural contract growers" refer to those persons producing for 
others pquttry, livestock or other agrlcuttural and marine food products In their 
original state. The term "agricultural contract growers• shaH also include refores-­
tation contractors pursuant to the Government Reforestation Program. 

"(I) Mecfcal, dental, hospital and veterinary services, subject to the provisions 
of Sec. 15 of these Regulations . 

"laboratory services are also exempted. If the hospllal or clinic operates a 
pharmacy or drug store, the sale of drugs and medicine is subject to VAT. 

"(m) Educational services rendered by private educational institutions duly 
al:crerJted by tho Department of Educaaon, CultUre and Spotts (OECS) and/or 
the Commission on Higher Educa6on (CHED) and those rendered by govern­
ment educational institutions; 

''Educational services" shall refer to academic, technical or vocational edu­
cation provided by private educational JnstftuUons duly accredfted by the DECS 
and/or the CHED and those. rendered by government educational institutions and 
it does not include seminars, in--service training, review classes and Other similar 
services rendered by persons who are not aocredfted by the DECS and/or the 
CHED; 

"(n) Sale of works of art, lfterary works, musical composftions and similar cre­
ations, or services performed fer the production of such works, if sold by the 
artist himself, are exempt 'from VAT. If sold by other persons in the course of 
business, they shaH be subject to VAl; 

X X X X X X X X 

"(q) Transaction which are exempt under international agreements to which 
the Philippines· is a signatory or urider special lawS eXcept those- gr3riteCf Uiiter 
the following laws: 

"(1) PO No. 66- Export Processing Zone Authority (EPZA)-registered 
firms; 

"(2) PO N_o. 529 • Petroleum Exploration Concessionaires under the 
Petroleum Act of 1949; and 

.. 
t\ 

"The term •residential units' shall refer to apartments, houses and/or lands 
on which another's dwelling is located, used for residential purposes and shall 
include not only buildings, parts or units thereof used solely as dwelling places 
(e.g., dormitories, rooms and bed spaces) except motels, motel rooms, hotels, 

· and hotel rooms. 'Residential units' shall also include apartments, houses, build­
ing, parts or units thereof used for home industries, retail stores or other business 
purposes, if the tenant thereof and his family actually live therein and use them 
principally for dwelling purposes. 

'7he term 'unit' shaH mean an apartment unit In the case of apaitments; 
house in the case of residential houses; per person in the case of dormitories, 
boarding houses and bed spaces; and per room in case of rooms fer rent. 

"(y) Sale, imporfa6on, prinUng or publicaUon of books and any newspaper 
(lnclur:Kng periodicaQ, magazine, review, or buletin which appears at regular in­
tervals with nxed pric~s forsubscripUon and sale and which Is not devoted prlnci­
paly to the publica6on of paid advertisements; 

"(z) Sale or lease of goods or properties or the performance of services other 
than the transactions mentioned In the preceding paragraphs, the gross annual 
sales and/or receipts does not exceed the amount of P550,000.00: Provided, 
That notlatorthan January 31, 1988 and each calendar yeartherea"er, the amount 
of P550,000.00 shall be adjusted to its present value using the Consumer Price 
Index, as published by the NSO. 

"The foregoing exemptions to the contrary notwithstanding, any person, whose 
sale of goods, properties or services which are otherwise not subject to VAT, but 
who Issues a VAT invoice or receipt therefor, shall, In addftion to his liability to 
other applicable percentage tax, If any, be liable to the tax imposed in Sec. 100 or 
1 02 without the benefrt of Input tax credtt, and such tax shall not also be recog­
nized as input tax credit to the purchaser under Sec. 104, all of the Code." 

SEC. 5. Transitional/Presumptive Input Tax Credits. -
Section 4.1()5..1 of Rev. Regs. 7-95 is hereby amended to read as follows: 

"(a) Trans/Uonallnput Tax Credits on Beginning Inventories. -Taxpayers 
-who beCarrie VAT-registered persons upon exceeding the minimum turnover of 

P550,000.00, or who voluntarily refjster even if their turnover does not exceed 
P550,000.00 (except franchise grantees of radio and te/eWsion broadcasting 
whose threshold is P10,000,000.00) shaH be enWedto a transitional input tax on 
the inventory on hand as of the-effectivity of their VAT refjstration, on the follow­
ing: 

"(1) goods purchased for resale in their present condition; 

' 
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"{2) materials purchased for further processing, but which have net yet un­
dergone processing; 

"{3) goods which have been manufactured by tha taxpayer; 

"{4) goods in process and supplies, all of which are for sale or for use in the 
course of the taxpayer's trade or business as a VAT -registered P'!rson. 

"The tralisltionallnput tax shall be eight percent {8%) of the value of the begn­
nlng Inventory or actual VAT paid on such goods, materials and supplies, which­
ever Is higher, which amount may be allowed as tax cred~ against the output tax of 
the VAT -registered parson. The valua allowed for Income tax purposes on lnvan­
torles shall be the baals for the computation of the 8% transitional input tax, ex­
cluding goods that are exempt from VAT under Sec. 103 of tho Coda.• 

Tho threshold amount ofP550,000.00 applies only for tho calendaryoar 1997. 
However, not later than the 31stdayofJanuaryofesch calendar year thereafter, 
the said amount shall bo adjusled to Its present value using tho Consumer Prfco 
Index as publshad by tho NSO. 

-- - - ;------ - . -- -------- - --- -- ----- -

{b) Presumptive Input Tax Cl'ed/ls. • 

{1) Persons or lfrms ongogod In tho processing of sardines, mackerel, and 
mlk, and In manufactullng rolfnod sugor and cool<lng oil, shal bo allowed a pro­
sumpltvt input tax, crodtab/e against tho output tax, equivalent to one and one­
half percent (1.5%) of tho gross value in money of their purchases of primary 
agricultural products which ara used as Inputs to their production. 

As used In this peragraph, tho tonn 'procosslnrf' shal moan pastourfzdon, 
conning and actlvltfos which through physical or choinical process after tho oxt&­
rlortexture orJorm_ or_ltmer_substsn~_ of a product In such matJneras ~prepare 
ft for special uso to which N could not have b .. n put In Its original fonn or condi­
Non. 

. {2) Public worfcs tX>iitractorsShallbo alowid a [>reiiurnptNoirfput taxoquiva­
lent to ono and one-half percent (1.5%) of tho contract prfco with respect to gov­
omment contracts only In lou of actual Input taxes tharofrom. 

"Only VAT-ragistorod persons shaH bo entitled to tho transitional and pre­
sumptive Input tax cro<lls. • 

SEC. 6. Registration of Value-Added Taxpayers • • section 
4.107·1 {a), {b) and {c) of Rev. Rags. No. 7-951s hereby amended to reed as 

( .. 
I· 

taxpeyor who ra(jsfM,.a(lllr 1M lrrsf somes/er shall pey a ro(jstration fee In on 
amount proportionate to {he ramalnlng somesler of the year. 

"The following are required to raglster as non-VAT perwons end pey tho e~ 
cable ragstration fee: 

"{1) VAT-exempt persons under Soc. 103{a), {b), {c), {d) and {z) of the Code 
who did not opt to raglster as VAT taxpayers; 

"{2) Persons engaged In trade or business, or exen:lse of profession, -
than those subject to VAT and other percentage taxes under T1tle V of the Code. 

"{3) lndMduals engaged In business where the gross sales or roco/pts does 
not exceed One Hundred Thousand Pesos (P100,000.00) during any 12-month 
period. They are required to register but wll not bo made to pey the rogstration 
fee of FIVE HUNDRED PESOS (P500.00). 

"{4) Non-stock, non-prof~ organizations and associations engogod In trade or 
business whose gross sales or receipts does not exceed P550,000.00 for any 
12-month period or In an amount as edjusted thof8altor ovary Jenuery 31 of tho 
year dopendng on the annual Consumer Prlco Index as pu/llshod by tho NSO; 

"{5) Cooperatives enumerated under Soc. 4(8) (Q, (s), (t) and (u) of those 
Regulations. However. they are not required to pey tho re(jstration feolmposed 
under Sec. 14 of those Regulations: 

SEC. 8. Cancellation of Registration.-· section 4.107-6 of Rev. 
ReiJs. No. 7-95is hereby amended to read as follows: . . . . .. _ 

X X X X X X X X 

*' 
·some Instances where a VAT-raglstered person may appty for cancellaUon of 

registration are: 

X X X X X X X X 

"{7) A parson who has raglstered prior to planned business commencement 
but fa Nod to actually start his business; 

"{8) A person whose transactions ere exempt from VAT under Sees. 103{a), 
{b), {c), {d) and (z) of tho Code, who voluntarily registered under the VAT system, 
but who, after the lapse of two {2) yeara after h/sAts rogstration, applies for can­
cellation of his registration as such; 

Exceeding 50 passengers ................................ . 

Taxis-

1. Manila and other cnles ............................ , .... . 
2. Provincial ..................................................... , 

Car for hire (with chautreurj ........................... . 

Car for hire (Without chautreurj ............ : ........ .. 

7,200.00 

P3,800.00 
2,400.00 

p 3,000.00 

p 1,800.00" 

SEC. 12. Percentage Tax on lntematlonal Carriers. ·A 
new section Is hereby added after Sec. 115 of the Code to read as follows: 

"SEC. 115-A. Percentage Tai on International carriers.. 

"(a) lntemationalair carriers doing business in Philippines shall pey a tax 
of throa percontum (3%) of their quatterfy gross racolpts. 

"(b) lntom.Uonal shipping carriers doing business In the Philipp/nos shall 
pay_ a tax equivalent to. three porcontum (3%) of their quarterly grOss receipts. • 

SEC.13. Taxon Franchises.· Section 117oftheCodelshereby 
further amended to raad as follows: · 

"SEC. 117. Tax on FranohlsiJs. • Any provision of gel18llll or spacial law 
- to the contrary notwithstanding, there shall be levied, assessed and collected 

in respect to all franchises on radio and/or television broadcasting companies 
whose annusl gross receipts of the preceding year does not exceed Ten 
Milflon Pesos (P10,000,000.00), subject to SocNon 107(d) of this Code, as 
emended, a tax of thrao percent (3%) and on electric, gas and water utilities, 
a tax of two percent {2%) on the gross receipts deriyed from the busiiess 
covered by the law granting the franchise: Provided, however. That radio and 
television broadcasting companies referred to In this Section, shal have an 
opNon to beroglstorod as a valuo-addedtaxpayerandpaythotax duoth6f8on: 
Provided, furfhor. That once the opNon Is exorcised, ft shaH not be revoked. 

· "The grantee shall file the return wftt.. and pay the tax due therecn to the 
Commissioner of Internal Revenue or his duly authorized representative In 
accordance with the provisions of Section 125 of this Code and the return 
shall be subject to aud~ by the Bureau of Internal Revenue, any provision of 
any existing law to the contrary notwithstanding." 



(2) PubHc wOrks contractors shall be allowed a presumptNe input tax equiva­
lent to one and one-half percent (1.5%) of the contract price wfth respect to gov­
ernment contracts only In lieu of actual input taxes therefrom. 

"Only VAT-regstered persons shall be entitled to the transitional and pre­
sumpUvelnput tax credits. • 

SEC. 6. Registration of Value-Added Taxpayers. ·section 
4.107-1 {a), {b) and {c) of Rev. Regs. No. 7-95 is hereby amended to read as 

follows: 

"{a) In ganor.tl. -Any person who sells, barters, exchanges, leases goods or 
properties and renders S8!VIces subject to VAT Imposed In Sees. 100 and 102 of 
the Code shall register with the approprtate Revenue District Officer (RDO) using 
BIR Form No .. 1556 and pay an annual reglsttatlvn fee In the amount of One 
Thousand Pesos {Pt,OOO.OO) using BIR Form No. 15!i8 for non-computerized 
Revenue District omcos and BIR Form No. 0605 for computerized Revenue 
District Offices for every separate or distinct establishment or place of business 
before tho start of such business and every year thereafter on or before· the 31st 
day of January. 

"Xxxxxxxxx 

'{b) MandatOI}I. • 

'{1) Persons Covered. - Every person who, in the course of trade or busi­
ness, sells, barters, exchanges, leases goods, properties or renders sirvices is 
subject to VAT, if the aggregate amount of his actual or expected gross sales 
and/or gross receipts exceeds FIVE HUNDRED FIFTY THOUSAND PESOS 
(P550,000.00) which amount shan be adjusted tofts present value every year 
thereall8r using the Consumer Price Index, as pubHshed by the NSO. 

'{2) Persons First Beginning Business. -Any person, before engaging in 
the business of selling or leasing goods, properties or services subject to VAT 
under Sees. 1 00 and 102 o( the Code, whose expected gross sales or receipts 
on all taxable activities shaH exceed P550,000.00 which amount shall be ad­
justed to its present value evety year thereafter using the Consumer Price Index, 
as pubHshod by tho NSO, must register and pay the applicable registration fee 
within thirty {30) days before the start of such business in the manner prescribed 
herein. 

'{3) Persons Becoming Liable to ttre Value-Added Tax.- Any person whose 
gross taxable sales or receipts In any 12-month pertod exceeds tho amount of 
P550,000.00 which amount sheN be adjusted to its present value every year 
the!YJafter using the Consumer Price Index, as published by the NSO, shall reg­
Ister within thirty {30) days after the end of the last month of that period and pay 
the applicable registration fee in the manner prescribed under sub-paragraph (a) 
of this Section and shall be liable to the value-added tax commencing from the 
first day of the month following his registration. 

However. franchise grantees of rediD and television broadcasUng, whose gross 
annual receipts of the preceding calendar year exceeded P10,000,000.00, shall 
regsterwfthln thirty (30) days from tho end of the calendar year. 

J~O<><ICO\IVII .. ol;:l'. 

X X X X X X X X 

"(7) A person who has registered prior to planned business commencement 
but fa11ed to actually start his business; 

'(8} A person whose transactlons are exempt from VAT under sees. 1 03(a}, 
(b), {c), (d) and (z) of the Code, who voluntarily registered under the VAT system, 
but who, after the lapse of two {2) years after hisAts regstreUon, applies for can­
cellation of his registration as such; 

'{9} A VAT-registered person whose gross sales or receipts for two {2) con­
secutive years did not exceed P550,000.00 bognnlng the calendar year 1997, 
which amount shaH_be adjusted to its present value evety year thereafter using 
the Consumer Prfcolndex, as pubKshod by tho NSO; and 

"(10) A VAT-registered person whose gross sales or receipts did not exceed 
P550.000.00 during his first 12 months In business begnnlng the calendar year 
1997, which amount shaU be adjusted to its present value every yearthereal!er 
using the Consumer Pricolndex, as pubHshed by tho NSO. 

"xxxxxxx x 

"xxxxxxxx 

"xxxxxxxx 

"xx xxxxxx 

"Any parson, who opted to be regstered under Soc. 4.107-1(c) of Rev. Regs. 
7-95, as amended by 5oc.6(c) of these Rogui.Uons, may apply forcanceii.Uon 
of such redstration. However, the optional regstration as a VAT taxpayer of a 
franchise grantee of radio and/or television broadcasting whose gross annual 
receipts for the preceding calendar year does not exceed P10,000,000.00 shaH 
not be revocable." 

SEC. 9. Withholding of Creditable Value-Added Tax. • 
Section 4.100-3 of Rev. Regs. 7-951s hereby amended to read as follows: 

"(a) The Government or any of Its political subdivisions, instrumentalities or 
agencies, Including government-owned or controlled corporations {GOCCs) shall, 
before making payment on account of Its purchase of goods from sellers and/or 
services rendered by contractors which are subject to the VAT Imposed in Sees. 
100 and 102 of the Code, deduct and withhold the VAT due at the rate of three 
percent (3%) of the gross payment for the purchase of goods and sQc percent 
(6%) on gross receipts for the services rendered by contractors on every sale or 
installment payment which shall be crednable against the VAT liability of the sell­
ers or contractors pursuant to RA No. 7644, as Implemented by Rev. Regs. No. 
10-93: Provided, That payment of One Thousand Pesos {Pt,OOO.OO) and below 
per purchase shall not be subject to withholding tax. Provided, however, That in 
the case of Government public works and cont~ctors, the withholding tax rate 
shall be eight and one-half percent (8.5%). 

:.::. 
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covered by the law granting the franchise: Provided, however, That radio and 
television broadcasting companies referred to in this Section, shan have an 
option to be registered as a value-added taxpayer and pay the tax due thereon: 
Provided, further, That once the option is exercised, ft shall not be revoked. 

"The grantee shall file the return with, and pay the tax due thereon to the 
Commissioner of Internal Revenue or his duly authorized representative in 
accordance with the provisions of Section 125 of this Code and the return 
shall be subject t9 audit by the Bureau of Internal Revenue, any provision of 
any existing law to the contrary notwithstanding." 

SEC. 14. Registration of Name or Style with the 
Revenue District Officer or Collection Agent. • SectJon 237 of 
the Code is hereby further amended to read as foiiO'NS: 

"SEC. 237. ReglsttaUon of Name or styto with the Revenue District 
omcer or CollecUon Agent - Every person, other than persons required to 
be registered under the provisions of Section 1 07 engaged In any business 
shall, on or before the commencement of hi$ bus-Iness, or whenever he trans­
fers to another revenue district, register with the Revenue District Officer con­
cerned within ten (1 0) days from the commencement of business or transfer 
and shall pay the annual registration fee in the amount of Five Hundred Pesos 
(P500.00) for every separate or distinct establishment or place of business 
and every year thereafter on or before the last day of January. The fee shall be 
paid to the Revenue District Officer, Collection Agent, authorized Treasurer or 
the Municipality where each place of business or branch is situated. In cities 
or municipalities where no Revenue Di~trict Officer is stationed, such person 
shall register and pay the fee prescribed herein with the Collection Agent. The 
registration shall co_ntaln his name or style, place of residence, business, the 
place where such business. is carried on, and such other Information as may 
be required by the Commissioner in the form prescribed therefor. In the case 
of a firm, the names and residences of the various persons constituting the . 
same shall also be registered. The Commissioner, after taking into consider­
ation the volume of sales, financial condition and other relevant factors, rnay 
require the registrant to guarantee the payment of his taxes by Way of advance 
payment, or the posting or filing of a security, guarantee or collateral accept­
able to the Commissioner: Provided, however, That cooperatives shaN not 
Pay the re(jstration fee imposed herein." 

SEC. 15. Effectivity of the Imposition of VAT on Certain 
Goods, Properties and Services. • The value-added tax shall be 
levied, assessed and collected on the following transactions starting JANUARY 
1, 1998: 

(a) Services performed in the exercise of profession or calling subject to the 
professional tax under the Local Government Code or RA No. 7160, and profes­
sional services performed by registered general professional partnerships; ac­
tors, actresses, talents, singers and emcees; radio and televisJon broadcasters, 
choreographers; musical, radio, movie, television and stage directors; and pro­
fessional athletes; 

(b) Services rendered by banks, n"on-bar:ak financial intermediaries, finance 
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Hrmevor, franchise IJflllleeS of radio andtolevfs/on broadcasllng, whose goss 
annuol receipls of the preceding calendar year exceeded P10,000,000.00, shaN 
ragsterwlthln thirty (30) days from tho end of the calendar year. 

'(c) Optional Registration of VAT·Exompt Penon •• Any of the following 
VAT -exempt persons may, at his/Its option, apply for VAT registration: 

'(1) Seller or lessor of goods, properties or services whose actual or expected 
gross Ain and/or groas racelpta does notexcead P550,000.00 for any 12-month 
period or In on amount as adjusted thereafter every January 31 of tho year de­
pending on the annual Consumer Ptlce Index as publshed by the NSO; 

·xxxxxxxxx 

'(6) Franchise grontHs of radio ondlortolev/slon broadcasllng, whose gross 
annual roca1p1s for the precedngcllillndaryosrdols nat oxcoad P10,000,000.00: 
Provided, That once they opted to f81istoros VATtaxpeyors, such re(jstratlon Is 
no longer ravocob/o. 

"Tho abovo-stat.dtllxpayors may opplyfor VAT re(jstnJtlon not /atllrthan ten 
(10) deys before thabefinning of tho ca/endarquatterandshal pay tho rarjstra­
tlon fH proscribed under sub-paragraph (a) of this Soc~on. In any case, tha 
Commissioner may, for admlnlstnJ~ reason, deny any. epplcaUon for rarjstra­
tlon. Once registered, the taxpayer shall be liable to outplll tax and be entJtled to 
Input tax credft In accordllnce wfth the provisions of Sees. 104 and 105 of the 
Code.' 

SEC. 7. Non·VAT Registration. ·Section 4.107·2 of Rev. Regs 
No. 7-95 Is hereby amended to reed as folloWs: 

'Everf person, othar than those required to be registered as VAT persons, 
engogOd In any buolness, shall, on or before tho comrnancement of his business, 
or whenever ho transfers to anothar revenue district register wfth the Revenue 
Dlstrtct ot11oe concomed wfthln ten (1 0) days from tho commencement of busl· 
ness or transfer In the manner prescribed under Sec. 4.107·1 and shall pay the 
annual reglatrotlon fee of Five Hundred Pesos (P500.00) for every separate or 
distinct eatabllshment or place of buolness. The fee shall be paid to any accred­
Ited bank, whers eech ptace of buslnees or branch Is sftuated. In areas where 
there Is no accnodlted bank, ouch person shall pay the fee prescribed herein wlih 
the ROO, collectJon agent, or authorized municipal treasurer. The registration shall 
contain his name or atyls, ptace of residence, business, the place where such 

- buoineos IS cariie<f on, arid such other information as may be required by the 
CommJseloner In the form prescribed therefor. 

tho case of Government public works and contractors, tho wlthho/dlng tox rate 
shaU be alght and one-half peiOflnt (8.5%). 

'(b) X X X X X 

'(c) Tho value-added tax wlthhald under this S~on shal bo rerrrtted within 
ton (10) days folowtng the end of tho month tho wlthholdng was mode .• 

· SEC.10. Taxon Persons Exempt from VAT. ·Section4.112· 
1 of Rev. Regs. 7-95 Is hereby arnanded to reed as folloWs: 

'Any person, whose sales or receipts are exempt under Sac. 103(z) of the 
Code from the payment of VAT and who Is no a VAT -<~gistored person shall pay 
a tax equivalent to three percent (3%) of his gross quarlerty Ales or receipts: 
Provided, That coopera~ shal be exempt from tho threa peiOflnt (3%) gross 
reca/pls tax heroin Imposed.' 

SEC.11 Percentage Taxon Domestic Common Ctrrriers 
and Keepers of Garages. • Section 115 of the code is hereby amended 
to read as folloWs: 

'SEC, 111. Perc.,.. we on domNtlc .--keepera of p 
rages. • Cars for rant or hire dt/ven by tho lessH, fronspolfotion contractors, 
Including persons who transport passenger for hire; and other domestic car­
riers by land, air or water, for the transport of passenger~~, except owntiS of 
bences, and rmners of animal-drawn two-wheeled vehicle, and keapers of 
garages shall pay a tax equivalent to three pencentum (3%) of their quart011y 
gross receipts. 

'The groA recepta of common carriers derived from their Incoming and 
outgoing freight shall not be subject to the local taxes Imposed under Republic 
Act No. 7160, otherwise known u the 'Local Government Code of 1991.' 

'In computing the percentage tax provided In this Section, the following 
shall be conaldered the minimum quarlerty gross recelpta In eech partlculsr 
case: 

"Jeepnoy for hire -

1. Manila lind other cftles ......... ;.......................... P 2,400.00 
2. Provincial ........................................................ 1 ,200.00 

Public utll/ly bus • 

Not exceedlog 30 passengers ........................... P 3,600.00 

fessional athletes; 

(b) Services rendered by banks, lion-bank financial Jntermedlarles, finance 
companies and other financial Intermediaries not pertonnlng quasi-banking func­
tions; and 

(c) The lease or use of sports facllnles and equipment by amateur players, as 
provided under RA No. 6847, except sporls facilftles and equipment which are 

c exclusJvely or mainly for tha private use of shareholders or membere of the club or 
'organization which oWns or operates such sporls facilities and equipment. 

Prior to their Inclusion In the coverage of the value-added tax, the above ser­
vices shall_continue to pay the applicable tax prescribed under the present provJ. 
sJons of the Code. 

However, when public Interest so requires, the Congross of tho Ropublc of 
tho PhRppinos, taking Into account the Impact on prices of goods and services, 
may exclude any of the above services from the coversge of the value-added tax: · 
Provided, however. That In the event of the exclusion of any of the above services 
the oxlstlng applicable tax under the provisions of the Code shaH continue to be 
paid on the service so excluded. -

SEC. 16. Repealing Clause. • The provisions of RA No. 6938, 
otherwise known as the Cooperative Code of tho Philippines, authorizing ihs 
exemption of cooperatives from the sales orvalue-edded tax are hereby repealed. 
All other laws, orders, Issuances, rules and regulations or paris thereof which are 
not consistent wfth these Regulations are hereby repeeled, amended or modlfled 
accordingly. 

SEC. 17. Effectivity. • These Regulations shall ba etrectlve beginning 
January 1,1997. . (IJ·. 

ROBERTO F.~MPO 
Secretary of Finance 

RECOMMENDING APPROVAL: 

~ 
LIWAYWAY VINZONS-CHATO 
Commissioner of Internal Revenue 

_ .However. at tho option of tho taxpayer. payment may be made on a semi­
. annual basis.ln tho amount of Two Hundred Fifty Pesos (P250.00) payable on or 

before tho 31st day of January for tho nrst semester and on or before tho 20th 
day of the tlmt month of tho succeeding semester. Provided further, That a now Exceeding 30 but not exceeding 50 passengers ... 6,000.00 
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