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REPUBLIC OF THE PHILIPPINES
_ DEPARTMENT OF FINANCE -
'BUREAU OF INTERNAL REVENUE

January 2, 1997

REVENUE REGULATIONS NO. 6-97
an ActAmmdng Republic

SUBJECT:

Tex Law nnd Other Pertinent Promlonsof the National Intemal
Revenus Code, as Amended, and Further Amending Revenue
Regulations No. 7-35, as Amended, Otherwice Known as the Con-
sofidated Value-Added Tax Regulations.

T0: All Internal Revenue Officars and Others Concemed.

~ Pursuant 1o the provisions of Sections 245 and 4 of the National Intermal Rev-

enue Code, as amended (Code), in refation 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 promuigated to further implement
Sections 102, 103, 105, 107 and 110{c) of Title |V, Sections 112, 115, 115-A and
117 of Title V and Section 237 of Tiie IX, all of the Code, and to further amend
Revenua Regulations (Rev. Regs.) No, 7-85, as amended, otherwise known as
the “Gonsalidated Value-Added Tax Regulations.”

- SECTION 1. Value-Added Tax on.Sale of Goods or Pro-
perties. = Section 4100-|! paragmph 4 of Rev Regs. No, 7-95 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 of taxable goods or properfies x x xxx x. -

The sale and importaﬁon of goods subject to excise taxes imposed under Title Vi
of the Code are also subject to VAT, except cosf and natursl gas in whatever form
or state, and manufactured petroleum products (other than lubricating oll, pro-
cessed gas, grease, wax and pefroleum).

.. .SEC. 2. Valye-Added Tax on Sale of Services and Use
or Lease of Propertias, - Section 4.102-1 (a), (T) and (h) of Rev, Regs.
No. 7-85 is heraby amended to read as follows:

persons doing business outside the Phiippines of goods which are subsequently
exported, as wel as services by a resident fo & non-resident foreign clent, such
as project studies, information services, snginesring and archifectursl designs
and other simiar.services, the consideration for which is paid for in acceptable
foreign currency and accounted forin accordance with the rules and reguiations
of the BSF, (RR No. 7-85, as amended by RR No. 5-96)

*(3) Services rendered to persons of entities whose exemption under special
taws or international agreements to which the Philippines is a signatory effectively
subjects the supply of such services to zaro percent (0%) rats; B

'(4)xxxrxxxxx

B) X X X X X X X X

SEC. 4. Exemptions. - Section 4,103-1(B) of Rev. Regs. No, 7-85is
hereby amenxied 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 impostation of agricultura! and marine food products in their origi-

nal state, livestockand poultry of a kind generally used as, or yielding or producing
foods for human consumption; and breeding stock and genetic materials therefor.

“Meat, frult, fish, vegetables and other agricultural and marine food products
shall be considersd in their original state even If they have undergone the simple

" “processes of preparation or preservation for the market, such as freezing, drying,

salting, bro#ing, roasting, smoking or stripping, including those using advanced
technological means of packaging, such as shiink wrapping in plastics, vacuum
packing, letra-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 ox X x_xAx X X%
“(s) Sale or importation of coal and natural gas, in whatever form or state, and

petroleum products (except lubricating oll, processed gas, grease, wax and petro-
iatum) subject to the excise taxes imposed under Titie Vi of the Code,;

"(3) PD 1500 - Phillpplne Air Lines (PAL) relative to donnstlchtnsport of
goods or cargoes; .

“(r) Sales by agricultural cooperatives dufy registared with the Cooperative
Development Authérily (CDA) to their members, as well as sale of their produce,
whether in its original state or processed form, to non-members; theirimportation
of direct farm inputs,-machineries and equipment, including spare parts thereof,
to be used directly and axclusively in the production and/or processing of their
produce;

“(s) Safas by eisctric cooperatives duly registerad with the CDA or Nationaf
Electrification Administration (NEA), relative to the generation and distnbution of
slectricly, as wel as their importation of machineries and aquipment, including
spare parts, which shal be directly used in the generation and. distribution of

slectrictty.

“(t) Gross receipts from Iend’fng activities by credit or multi-purpose coopera-
tives duly registered with the CDA, whose lendmg operation is imited o their
members; '

"(u) Sales by non-agricultural, non-electric and non-credit cooperatives duly
ragistered with the CDA; Provided, That the share capital contribution of each
member does not exceed Fifteen Thousand Pesos (P15,000.00) and regardless
of the aggragatad capital and net surplus ratably distributed among the mem-

"Import—ation 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 folowing sales of real properties are exempt from VAT, namely:

“(1) Sals of real properties not primanly held for sale to customers or held
for iease in the ordinary course of frade or business;

“(2) Sale of real propertiss utiized for low-cost hausing under BP Big. 220,
" PD No. 957 or RA No. 7279, otherwise known as the “Urban and
Devefopment Housing Act of 1992" and other related faws, wherein the
price celing per. unit is P375,000.00, or as may from time to time be
determined by the House and Land Use Regufatory Board (HLURB)

and other refated laws;

“Low-cost housing” refers to housing projects intended for home-
less low-income family beneficiaries, undertaken by the Government or
private deve&opers which may either bea subdmsmn or a condommlum

_____
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of the Code are atso subject to VAT, except coal end natural gas in whatever form

or state, and manufactured petroleum products (other than lubricating oll, 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), () and (h) of Rav. Regs.
No. 7-85 Is hereby amended to read as foliows:

“(a) Sale or exchange of setvices, as well a¢ the uss of lease of properties, as
defined in Sec. 102(a) of the Codle, shall be subject to VAT.

“Sale or exchange of services™ means the performance of all kinds of services
in the Philippines for others for a fee, remuneration or consideration, including
those pesrformed or rendered by the following:

* X X X X X X X x°

"(11) transportation contractors on their traniport of goods or cargoes, in
cluding persons who transport goods or cargoss for hire;

“(12) other domestic common carmiers. by land, air and water relative to their
transport of goods or cargoes;

"(13) franchise grantees of telephone and telegraph, radio and/or television
broadcasting and all cther franchise grantees except franchise gran-
tses of radio and/or television broadcasting whose annual gross re-
ceipls of the preceding year does noft excesd Ten  Milion

Pesos (P10,000,000.00), and franchise grantess of electric, gas

_.and water ulities;

“(14) banks,- non-bank financial intermediaries and finance companies and
cther financial intermediaries not performing quasi-banking functions;

" *(15) non-ife insurance companies (except their crop insurances), inchuding
' surety, fideiity, Indemnity and bonding companies; and

‘;(1 6) similar services regardiess of whether or not the performance thereof
calis for the exercise or use of the physical or mantal faculties,. .

X X X X X X X x x7

" “(fy Services of franchise grantees of telephone and telegraph, radio and/or
television broadcasting and ali cther franchise grantees, except elactric, gas and
water utilities, shall be subject to VAT. However, franchise grantees of radio and/
~- or tefevision broadcasting whose _annual gross; receipts of the preceding ysar

does not excead Ten Milion Pesos (P10,000,000.00) shall not be subject to VAT,
but to the three percent (3%) franchise tax imposed under Sec. 117 of the Coda,
subject to the optional registration provis:‘ohs under Sec. 4.107-1(c) of Rev. Regs..
No. 7-95, as amendad by these Regulations.

Likewise, franchise grantees of efectric, gas and water itiities shak be sub-

__Joct to two percent (2%) franchise tax on their gross receipls derived from the

business covered by the law granting the franchise pursuant to Sec. 117 of the
Code. : ’ ) i ‘

“Polished and/or husked rice, comn grits, raw cane sugar and molasses and
ordinary salt shall be considersd as agricultural food products in their original
state, ’

* X X X X X X X X

“(e) Sale or importation of coal and natural gas, in whatever form or state, and
petroleum products (except lubricating oll, processed gas, grease, wax and petro-
latum) subject to the excise taxes imposed under Title VI of the Code,

X X X X X X X X

“(]) Services subject to percentage tax under Title V of the Code, such as:

(1) Sale or lease of goods or properties or the performance of services of
non-VAT-registared persons, other than the transactions mentioned in pare-
graphs (8) to (y) of Section 103 of the Code, the gross annual sales and/or -
receipts of which does not exceed the amount of FIVE HU{\IDRED FIFTY
THOUSAND PESOS (P550,000. o0y Provided,- That not later than January
31, 1968 and each calendar year thereafter, the amount of P550,000.00 sha¥
ba adjusted fo As present vailue using the Consumser Price index, as pub-
fshad by the National Statistics Office (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 rendasred by international air and shipping carers doing
business in the Phi‘ppinos (Sec 115-A of the Code),

"(4) Services rendered by franchise’ grantees of radio and/or television
‘broadcasting whose annuaf gross receipts of the praceding year does not
exceed Ten Milon Pesos (P10,000,000.00), and by franchise grantees of
electric, gas and water utilities (Sec. 117 of the Code); -

*5) X X x X X X x

*(6) Services rendered by any person, company of corporation (except

purely cooperative companies or associations) doing life insurance businesg -~~~

“of any sort in the Philippines (Sec. 121 of the Code);

. “(7) Services rendered by fire, 'madnc'om)fscm::aous insurance agents
of foreign insurance companies (Sec. 122 of the Code);

*(8) Services of proprietors, lessees or aperators of cockpits, cabnmfs,
" night or day clubs, boxing exhibitions,-professional baskorbe# games; Jai-Alsi
and race tracks (Sec. 123 of the Code);-and

“(9) Receipts on sale, ‘bartar or exchange of shares of stock fisted and
traded through the local stock exchange or through inkial public offering. (Sec.
124-A, of the Code).

*(K) Services by agricuttural contract growers and milking for others of palay
into rice, com into grits, and sugar cane info raw sugar;

HAnric1ltiiral rantrart mrauwsre? rafar ba fhoase wsoso o aaadonio o Ao

PD No. 857 or RA No. 7279, otherwise known as the "Urban and
Devejopment Housing Act of 1992" and other related laws, wherein the
price celing per unit is P375,000.00, or as may from time to fime be
determined 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-income family beneficiaries, undertaken bythe Govemment or
private developers, which may eitheér be a subdivision or a condominium
registered and licensed by the Housing and Land Use Regulatory Board/
Housing and Urban Development Coordinating Council {HLURB/
HUDCC) under BP Blg. 220, PD No, 957 or any other similar law, wherein
the unit selling price is within the selling price ceiling per unit under RA
No. 7279, ctherwise known as the “Urban Development and Housing
Act of 992" or as determined from time to time by the HLURB/HUDCC.

*(3) Sale of real properties utiized for sociakzed housing as defined under
RA No. 7278, wherein the price cefing per unit is P150,000 or as may
from me to time be determined by the HLURB and other refated laws,

“Soclatized housing” refers to housing programs and projects
covering houses and lots or homelots only undertaken by the Govemn-
ment or the private sector for the underprivileged and homeless cltizens
which shall include sites and services development, long-term financ-
ing, fiberalized terms on interest payments, and such other benefits in
accordance with the provisions of RA No. 7279, otherwisa known as the
"Urban Development and Housing Act of 1992." “Socialized housing”

* shalf also refer to projects intended for the underprivileged and home-
less wherein the housing package selling price is withint.the lowest
interest rates under the Unifted Home Lending Program (UHLP) or any
equivaient housing program of the Government, the private sector or
non-government organizations.

“(4) Sale by real dealers and/or fessors of house andjot and other residen-

. tiaf dwelings valued at One Milon Pesos (P1,000,000.00) and below;
Provided, That not latar than January 31, 1998 and each calendar year
tharsafter, the amount of One Mi%on Pasos (P1,000,000.00) shak be
adjusted to is presant value using the Consumer Price Index, as pub-
Kshed by the Naticnal Statistics Offfice (NSQ);

“(x) Lease of residential units with a monthly rental per unit not exceeding
Elght Thousand Pesos (P8,000.00), regardiess of the amount of aggragate rent-
ais received by the lessor during the year, Provided, That the exemption fkewise
apples (o lease of residential units where the monthly rental per unit excesds
Eight Thousand Pesos but the aggregate rantals of the lessor during the year do
not exceed P550,000. Provided finally, that not later than January 31, 1998 and
oach calendar year thereafter, the amount of £8,000.00 shall be adjusted to ifs
present value using the Consumer Prica 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 bulldings, parts o units thereof Used solely as dwelling places
{e.g.. dormitories, rooms and bed spaces) excepl motels, motel reoms, hotels,
and hotel rooms. 'Residential units' shall also include apartments, houses, build-
ing, parts or units thereof used for home industrles, retail stores or other business

.
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Likewise, franchise grantees of electric, gas and water itiktes shaf be sub-
Ject ta two percent (2%) franchise tax on their gross receipts derived from the
business coverad by the faw granting the franchise pursuant to Sec. 117 of the
Code. '

Provided, further, That sl franchise grantees not faling under Sec. 117 of the
Coda are also no fonger subject to the franchise tax on their gross receipts de-
rivad from their franchised operations under their respective charters.

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

X X X X X X X X

“(h) All receipts from service, hire, or operating lease of transportation squip-
ment not subject to the percentage tax on domestic common camiers and keep-
ors of garages imposaed under Sec, 115 of the Gode shall be subject to VAT,

" X X X X X X x X

' "OSerators of taxicabs, utiity cars for rent or hire driveri by the lessees (rent-
a-car companies), and tourist buses used for the transport of passengers are
subject o the percentage tax :mposed under Sec. 115 of the Code, and NOT to
VAT.

X X X X X X X %X X

SEC. 3. Zero-rating. Section 4:102-2(b) of Rev. Regs. No. 7-05 is hereby
further amended to read as follows:

“(b) Transactions Subjfect 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) Processing, manufacturing or repacking goods for other persons doing
business outside the Philippines, which goods are subsequently exported, where
the services are paid for in acceptable foreign currency and accounted_for in
" accordance with the rules and regulations of the Bangko Sentral ng Piipinas (BSFP);

2§ Services other than processing, manufacturing or repacking for other

e e g AT A v Y e et QR wR W eE e TR o erm—r g D TS Lg |

124-A of the Code)

“(k} Sefvices by agricultural contract growers and milking for others of palay
Into rice, comn into grits, and sugar cane into raw sugar;

“Agricultural contract growers” refer to those persons producing for

others pouttry, livestock or other agricuttural and marine food products:in their
otiginal state. The term “agricutural contract growers” shal aiso include refores-
tation contractors pursuant to the Govemment Reforestation Program.

0 Med'cal. dental, hospital and veterinary services, subjectto the provisions
of Sec. 15 of these Reguiations.

'Laboméry services are also exempted. If the hospital or clinic operates a
pharmacy or drug store, the sale of drugs and medicine /s subject to VAT.

“(m) Educational services rendered by private educational institutions duly

accradited by the Department of Education, Culture and Sports (DECS) and/or
the Commission on Higher Education (CHED} and thosé rendared by govem-
mant educational institutions,”

“Educational services” shall refer to academic, technical or vocational edu-
cation provided by private educational institutions duly accredited by the DECS
and/or the CHED and those rendered by government educational institutions and
it does not include seminars, in-sefvice training, review classes and other similar
services rendered by persons who are not accredited by the DECS and/or the
CHED;

“(n) Sale of works of art, literary works, musical compositions and similar cre-
ations, or services performed for the production of such works, if soid by the

“artist himself, are exempt from VAT, If soid by other parsons in ‘thé course of

businass, they shal be subject to VAT;

X X X X X X x X

“{q) Transaction which are exempt under Interaticnal agreements to which
the Philippines is a signatory or undar special laws except those granted under
the following laws:

“(1) PD No. 66 - Export Processing Zone Authority (EPZA)-registered
firms; : ' : .

" *{(2) PD No. 529 - Petroleum Exploratlon Concesslonaires under the
Petroleurn Act of 1948; and

BEU AUEILE LA LERYErs sapEsees ey voasn

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., dormitorias, rooms and bed spaces) except motels, mote! 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.
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“The term ‘unit’ shal mean an apartment unt in the case of apa}tmonts;
house in the case of residential houses; per person in the case of dormilories,
boarding houses and bed spaces; and per room In casa of rooms for rent.

“(y) Sale, importation, printing or publcation of books and any newspaper
(including periocical), magazine, review, or buketin which appears at regular in-
tervais with fixed prices for subscription and sals and which is not devoted princl-
paly to the pubkcation 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 annuat
sales and/or receipts does not axceed the amount of P550,000.00: Provided,
That not faterthan January 31, 1988 and each calendar year thereafler, the amount
of P550,000.00 shall be adjusted to Ks present value using the Consumer Price
Index, as pubfished 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 addition to his liability to
other applicable percentage tax, if any, be liable to the tax imposed in Sec. 100 or
102 without the benefit of input tax credif, 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 4.105-1 of Rev. Regs. 7-95 is hereby amended to read as follows:

“(a) Transitional Input Yax Credits on Beginning inventories. - Taxpayers
who became VAT.registered persons vpon exceading the minimum turnover of
P550,000.00, or who voluntariy register even If their tumovier does not exceed

~ P550,000.00 (except franchise grantees of radio and tsfevision broadcasting

whose threshold is P106,000,000.00) shall be entitied to & transitional input tax on

-the inventory on hand as of the eff ity of their VAT registration, on the follow-

ing:

"1} goodt; purchased for resaie in their present condition;
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°*(2) materials purchased for further proce - sing, but which have not yet un-
dergone processing;

“(3) goods which have been manufactured by the 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 person.

“The transitional input tax shall be eight percent (8%) of the value of the begin-
ning inventory or actual VAT paid on such goods, matenals and suppiies, which-
ever is higher, which amount may be allowed as tax credit against the output tax of
the VAT -registered person. The value allowed for income tax purposes on inven-
tories shali be the basis for the computation of the B% transitional input tax, ex-
cluding goods that are exempt from VAT under Sec. 103 of the Code.”

The threshold amount of P550,000.00 applies only for the calendar year 1997.
However, not later than the 31st day of January of each calendar year thereafter,
the said amount shalf be adjusted to its present value using the Consumer Price
Index as published by the NSO,

"7 (b) Presumptive Input Tax Credits. - -~ - --

(1) Persons or firms engaged in the processing of sardines, mackerel, and
mik, and in manufacturing refined sugar and cooking oil, shall be allowed a pre-
sumptive input tax, creditable against the output tax, equivalent to one and one-
half percent (1.5%) of the gross value in money of their purchases of pimary
agricuttural products which are used as inputs to their production. '

As used in this paragraph, the term ‘processing” shall mean pasteunzation,

‘canning and activities which through physical or chemical process alter the exte- -

nior texture or form or inner substance of a product in such manner as to prepare
it for special use to which it could not have been put in its ofiginal form or condi-
tion. U .

(2) Pubfic works contractors shall be allowed a presumpﬁ#a input tax equiva-
.. lentto one and one-half percent (1.5%) of the contract price with respect to gov-
emment contracts only in leu of actual input taxes therefrom. L

“Only VAT-.reg'sterad persons shall be entiffed fo the transitional and pre-
sumptive input tax credits.”

SEC. 6. Registration of Value-Added Taxpayers. - Section
741071 (a), (b)and {c) of Rev. Regs. No. 7-95 is hereby amended to read as
follows:

- - B el bmdisn atrabhamsan lassan aando ar

taxpayer who register after the first semester shall pay a registration fee in an
amournt proportionate to the remaining semester of the year.

“The following are required to register as non-VAT persons and pay the appi-
cable rag’s!raa‘on foa.

*(1) VAT-exempt persons under Sec. 103{a), (b), {c), {d) and (2) of the Code
who did not opt to register as VAT taxpayers,

“(2) Persons engaged in trade of husiness, or exercise of profession, other
than those subject to VAT and other percentage taxes under Title V of the Code.

“(3) Individuals engaged in business where the gross sales or receipts does
not exceed One Hundred Thousand Fesos (P100,000.00) during any 12-month
period. They are required to register but will not be made {o pay the registration
fae of FIVE HUNDRED PESQS (P500.00).

“(4) Non-stock, non-profit organizations and associations engaged in trade or
business whose gross sales or receipls does not exceed P550,000.00 for any
12-month periad or in an amount as adiusted thereaffer every January 31 of the
year.dspending on the annual Consumer Price Index as published by the NSO,

“(S) Cooperatives enumerated under Sec. 4(B) (r), (s), (t) and (u} of these
Regulations. However, they are not required te pay the registration fee imposed
under Sec. 14 of these Regtiations.”

SEC. 8. Cancellation of Registration. - Section 4.107-6 of Rev.
Regs. No. 7-85 is hereby amended to read as follows:

X X X X X X X X
r : . .
“Some instances where a VAT-registered person may apply for canceliation of
registration are:

" X X x X X X X X

“{7) A person who has registered prior to piannéd bu.;inés;s commericement
but failed to actually start his business;

“(8) A person whose transactions are exempt from VAT under Secs. 103(a),
(b), (¢), (d) and (2} of the Code, who voluntarily registered under the VAT system,
butwho, after the lapse of two (2) years after his#ts registration, applies for can-
cellation of his registration as such;

“(9) A VAT-registered person whese gross sales or receipls for two (2) con-
caridiva vaare did nnt avcead P550.000.00 badinning the calendar vear 1997,

Exceeding SO passengers ..o isvsnnennnns 7,200,00
Taxis -

1. Manila and other Cities ............c.ccccccoummrcees P 3,600.00

2, Provingial ... ..o iimemnnrionna 2,400.00

Car for hire (with chaiuffeur) .........oveecvveennenee. P 3,000.00

Car for hire (without chauffeur) .........ecevnee. P 1,800.00"

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

"SEC. 116-A. Percentage Tax on international Carriers, -

“(a) Internatfonal air carmers doing business in Phllbpr'na’s shak pay a tax
of three percentum (3%) of their quartery gross recaipts.

“th) Intornational shipping carriers doing business in the Phiippines shall
pay atax equivalent to three percentum (3%) of their quarterfy gross receipts.”

SEC. 13, Tax on Franchises, - Section 117 of the Code is hereby
further amended to read as follows:

“SEC. 117. Tax on Franchises. - Any provision of general or special law
to the contrary notwithstanding, there shall be levied, assessed and collected
__inrespect toall franchises on radio and/or television broadcasting companies
whose annual gross receipts of the preceding year does not exceed Ten
Million Pesos (P10,000,000.00}, sublect to Saction 107(d) of this Code, as
amended, a fax of three percent (3%) and on electric, gas and water utilities,
a tax of two percent (2%) on the gross receipts derived from the business
. covered by the law granting the franchise: Provided, howsver, That radio and.
telovision broadcasting companies refsrred to in this Section, shalf have an
option to ba registered as a value-added taxpayer and pay the tax due therson:
Provided, further, That once.the option is exercised, it shaff 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 to 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



emment contracts only in fieu of actual input taxes therefrom.

" “Only VAT-registerad persons shall be entitied to the fransitional and pre-
sumptive input 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 general. - Any person who sells, barters, exchanges, leases goods or
properties and renders services subject to VAT imposed in Secs. 100 and 102 of
the Code shall register with the appropriate Revenue District Officer (RDO) using
BIR Form No. 1556 and pay an annual registration fee in the amount of One
Thousand Pesos (P1,000.00) using BIR Form No. 1558 for non-computenzed
Revenua District Offices and BIR Form No. 0605 for computerized Revenue
District Offices for every separate or distinct establishment or place of business
bafore the start of such business and every year thereafter on or before the 31{st
day of January.

X % X X x X x X x

“(b) Mandatory. -

(1) Persons Covered. - Every person who, in the course of trade or busi-
ness, sells, barters, exchanges, leases goods, properties or renders services 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 sha¥ be adjusted to its present value every year
. thereafter using the Consumer Price Index, as published by the NSO.

“(2) Persons First Baeginning Business. - Any person, before éngaging in
the business of selling or leasing goods, properties or services subject to VAT
under Secs. 100 and 102 of the Code, whose expected gross salas or receipts
on aff taxable activites sha¥ exceed P550,000.00 which amount shall be ad-

_justed to its present value every yearthereafter using the Gonsumer Price Index,
as published by the 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 fo the Vaiue-Added Tax. - Any person whose
gross laxable sales or receipts in any 12-monith period exceads the amaunt of
. P550,000.00 which amount shall be adjusted to ifs present value every year
thersafter using the Consumer Frice Index, as publishad by the NS0, 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 radio and lelevision broadcasting, whose gross

. annual receipts of the preceding calendar year exceeded P10,000,000.00, shall
.. register within thirty (30) days from the end of the calendar year,

- “{c) Optional Registration of VAT-Exempt Person. - Any of the following
VAT-exempt persons may, at his/its option, apply for VAT registration:

“f1\ Rallar ar lacenr nf nnnne Arnnartiae Ar carvinate whnca arhial nr avnactast

“(7) A person who has registered prior to planned business commericament
but failed to actually start his business;

“(8) A person whose fransactions are exempt from VAT under Secs. 103(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 affer hisfts registration, 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 beginning the calendar year 1997,
which amount shalf be adjusted fo s present value every year thereafter using

_the Consumer Frice index, as publishad by the NSO; and

*(10) A VAT-registered person whose gross sales or receipis did not exceed
P550.000.00 during his first 12 months in business beginning the calendar year
1997, which amount shall be adjusted to its present value every year thersafter
using the Consumer Price Index, as published by the NSO,

“Any person, who opled fo be registered under Sec. 4.107-1(c) of Rev. Regs.
7-95, as amended by Sec.6(c) of these Regufaficns, may apply for canceffation
of such registration. However, the optional regisfration as a VAT taxpayer of a
franchise grantee of radio and/or television broadcasting whose gross - annual
receipts for the preceding calendar year does nof exceed F10,000,000.00 shalf
not be revocable.”

SEC. 8. Withhoiding of Creditable Value-Added Tax. -

‘Section 4.100-3 of Rev. Regs. 7-95 is heteby amended to read as follows:-

a

“ta) The Government of any of its polttical subdivisions, instrumentalities or
agencies, including government-owned or.controlied 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 Secs.
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 six percent
(6%) on gross receipts for the services rendered by contractors on every sale or
instaliment payment which shall be creditable against the VAT liability of the sell-

‘ers or confractors pursuant to RA No. 7644, as implemented by Rev. Regs. No. ..

10-93: Provided, That payment of One Thousand Pesos (P1,000.00) and below
per purchase shall not be subject to withholding tax. Provided, however, That in
the case of Government public works and contractors, the withholding tax rate
shall be eight and one-half percent (8.5%).

‘b) x X X x X

“{c) The value-added tax withheld under this Section shall be remitted within
ten (10} days following the end of the month the withholding was made.”
¥

option to ba registersd as a vaius-added taxpayer and pay (ne tax oue thereon:
Provided, further, That once.the aption is exercised, it shall not be revoked.

“The grantee shall file the retumn 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 to 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. - Section 237 of
the Cede is hereby further amended to read as follows:

“SEC. 237. Registration of Name or Style with the Revenue District
OfMicer or Collection Agent. - Every person, other than persons required to
be registered under the provisions of Section 107 engaged in any business
shall, on or before the commencement of his business, or whenever he trans-
fers to another revenue district, register with the Revenue District Officer con-
cemed within ten {10} days from the commencement of business or transfer
and shall pay the annual registration fee in the amount of Five Hundrad Pesos
(P500.00) for every separate or distinct establishment of 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 nc Revenue District Officer is stationed, such person
shall register and pay the fee prescribed herein with the Collection Agent. The
registration shall contain 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, financia! condition and other relevant facfors, may
require the registrant to guarantee the payment of his taxes Ey way of advance
payment, or the posting or filing of a security, guarantee or collateral accept- .
able to the Commissioner: Provided, however, That cocperatives shak not
pay the registration 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 proféssion 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 parinerships; ac-
tors, actresses, talents, singers and emcees; radio and television broadcasters,
choreographers; musical, radio, movie, television and stage directors; and pro-
fessional athletes;

{b) Services rendered by banks, non-bank financial intermediaries, finance
companies and other financial intermediaries not performing guasi-barking func-
tions; and

{c) The lease or use of sports facilities and equipﬁaent by amateur players, as
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register within thirty (30} days from the end of the calendar year.

.“(c) Optional Registration of VAT-Exempt Person. - 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 sales and/or gross receipts does not axceed P550,000.00 for any 12-month
period or in an amount as adjusted thereafter every January 31 of the year de-
pending on the annual Gonsumer Price Iirdex as published by the NSO;

KX X X X X X X X

*(6) Franchise grantees ofradfo and/or television broadcasting, whose gross
annual receipts for the preceding calendar year does not exceed P10,000,000.00:
Provided, That once they opted to register as VAT taxpayers, such registration is
no longer revocable,

“The abovs-stated taxpayers may apply for VAT registration not later than ten
(10} days before the baginning of the calendar Qquarter and shall pay the registra-
tion fes presciibed under sub-paragraph (a) of this Section. in any case, the
Commissioner may, for administrative reason, deny any appiication for regisira-
tion. Once registered, the taxpayer shall be liable to output tax and be entitied to
input tax credit in accordance with the provisions of Secs. 104 and 105 of the
Code”

SEC. 7. Non-VAT Registration. - Section 4.107-2 of Rev. Regs
No, 7-95 is hereby amended 1o read as follows:

“Every person, other than those required to be registered as VAT persons,'

engaged in any business, shall, onor before the commencement of his business,

~or whenever he transfers to-another-revenue district register-with the Revenue - -

District Office concemed within ten (10) days from the commencement of busi-
ness or transfer in the manner prescribed under Sec. 4.107-1 and shall pay the
annual registration fee of Five Hundred Pesos (P500.00) for every separate or
distinct establishment or place of business. The fee shall be paid to any:accred-

- ited bank, where each place of business or branch is situated. In areas where

there is no accredited bank, such person shall pay the fee presciibed herein with
the RDQ, collection agent, or authorized municipal treasurer. The registration shall
contain 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.

- However, .at-the.option of.the taxpayer, payment may be made on a semi- '
annual basis in the amount of Two Hundred Fifty Pesos (P250.00} payable on or

before the 31sf day of January for the first semester and on or before the 20th

day of the first month of the succeeding semester. Providad further. That a new

“by x X x x X

*(e) The value-added tax withheld under this Section shall be remitted within
ten (10) days following the end of the month the withholding was made.”
{

SEC. 10. Tax on Persons Exempt from VAT, - Section 4.112-
1 of Rev. Regs. 7-95 is hereby amended lo read as follows:

"Any person, whose sales or receipts are exempt under Sec, 103(2) of the
Code from the payment of VAT and who is no a VAT-registered person shall pay
a tax equivalent to three percent (3%) of his gross quarterly sales or receipts:
Provided, That cooperatives shall be exempt from the three percent (3%) gross
receipts fax herein imposed.” '

SEC. 11 Percentage Tax on Domestic Common Carriers
and Keepers of Garages. - Section 115 of the Code is hereby amended
to read as follows:

“SEC. 118, Percentage tax on domestic carriers and keepers of ga-
rages. - Cars for rent or hire driven by the lessee, fransportation contractors,
including persops who fransport passenger for hire, and other domestic car-
riers by land, air or water, for the transport of passengers, except owners of
bancas, and owners of animal-drawn two-wheeled vehicle, and keepers of
garages shall pay a tax equivalent to three perbentum (3%) of their guarterly
gross receipts.

“The gross recepts of common carriers derived from their incoming and
outgoing freight shall not be subject to the local taxes imposed under Republic
Act No. 7180, otherwise known as the “Local Governrment Code of 1991."

“In computing the percentage tax provided in this Seétion, the following
_shall be considered the minimum quarterly gross receipts in each particular
case:

“Jeepney for hire -
- §. Manila and other cities ...........cccvrecrerveeeee.. P.2,400.00 0
- 2 Provingial .o 1,200.00
Pubtic utility bus -
Not exceeding 30 passengers ... ... ... P 3,600.00
6,000.00

' Exceeding 30 but not exceeding 50 passengers .

(b) SefviCes rendered by panxs, NON-DankK NNancial INterNmeqianes, nnance
companies and other financial intermediaries not performing guasi-barking func-
tions; and

{c) The lease or use of sports facilities and equipment by amateur players, as
provided under RA No. 6847, except sports facilities and equipment which are
exclusively or mainly for the private use of shareholders or memnbers of the club or
organization which owns or operates such sports 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 provi-
sions of the Code.

However, when public interest so requires, the Congrass of the Republkic of
the Fhiippines, taking into account the impact on prices of goods and services,
may exclude any of the above services from the coverage of the value-added tax;
Provided, however, That in the event of the exclusion of any of the above services
the existing applicable tax under the provisions of the Code shall contirue 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 the Philippines, authorizing the
exemption of cooperatives from the sales or value-added tax are hereby repealed.
All other laws, orders, issuances, rules and regulations or parts thereof which are.
not consistent with these Regulations are hereby repealed, amended or modified
accordingly.

SEC. 17. Effectivity. - These Regulations shall be effective beginning
January 1, 1997.

ROBERTO F. DE OCAMPO

‘Secretary of Finance
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LIWAYWAY VINZONS-CHATO

Commissioner of Internal Revenue



