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REPUBLIC OF THE PHILIPPINES 
DEPARTMENT OF FINANCE 

BUREAU OF INTERNAL REVENUE 

Januory 2, 1997 

All internal Revenue omce.. and Olhens Concemect 

- Pui$UIInt to the provisions of sections 245 and 4 of the NoUoMi Internal Rev­
enue Code, as amended (Code), in relation to the provisions of ExectJtlve Order 
(EO) No. 273, as amtindedbyRepubllckt (RA) No. 7716, and as further amended 
by RA No. 8241, these Regulations are hereby promUlgated to further lmplomot~ 
Soclions 102,103, 105,107 and 110(c) of 11t1o IV, Soctlona 112, 115, 115-Aand 
117 of Ttlle V and Section 237 of 11t1o IX, all of the Code, and to further amend 
Revenue Regulations (Rev. Regs.) No. 7-95, as amended, olherwlse knoWn as 
the ··consolidated Value-Added Tax Regulations." 

· SECTION 1. Value-Added Tax on Sale of Goods or Pro­
perties. • Section 4.tOO-\, paragraph 4 of Rev. Regs. No. 7-951o ~ 
amended to read as follows: -

"Any person otherWise required to register for VAT purpoaes who fails to 
· reglslershall be liable to VAT on his sale oflalalble goods or prcpertletlxxx xx x. 
The sale and importatJoti'or gooc:ts'sUbfect tO eXcise f8>i8S imPosed under Tille VI 
of the Code are alsO subject to VAT, except C0111nd natural ~sin whatever form 
or sflto, and manufaclured petroleum ~ (ol!>er then lubrlc:attng oil, pro­
cessed gas, grease, wax and petroleum). 

__ SEC. 2. Value-Added Tax on Sale of Services and Use 
or Lease of Propf!rtles. • Section 4.102-1 (a), (f) and (h) of Rri. Regs. 
No. 7-951s ~amended to read as follows: 

• !
. . 

. ' 

persons doing business outs/dO the Plrllppnts of good$ wltlch oro subsequenf/y 
exported, ts wtlos soMcos by a ro-nt to a notHt-t lbrelgn c$nf; such 
as project sfudos, inform.lion seMcos, onfinHrlng and orchlfo<:furol dtslgta 
ond- -r.soMcos, tho r:oit-rolion for which is paid for in acco!itoblo 
lbrelgn cu,.,cy on:loccountad Iorin acccnlanco with flit rules ond rorplolions 
of tho SSP. (RR No. 7-95, as omondod by RR No. 5-96) 

'(3) s..- rondered to poroooo or ontlties whooo oxomp1ion undoropecill 
lows or International igreamern tov.t11ch the Phlllpplnas Is a signatory eflectivoly 
subjocta the supply of such servicos lo zero perconf {0%) rato; 

•(4) X X X X X X X X 

"(S)xxxxxxxx.• 

SEC. 4. Exemptions. • Soclion 4.103-1(8) of Rev. Regs. No. 7-951o 
hereby amended to reed as follows: 

"(B) Exempt tniiJActlons.- The following shall be exempt from VAT: 

X X X X X X X X 

'(c) sale or Importation of ogricuKuraland marine food produclo In their origi­
nal state, llveslockand pou,llry of a kind generally used as, or yielding or producing 
foods for human consumption; and breeding slock and genetic materials therefor. 

X X X X - ·x X X X 

X X X X X X X X 

"Meat, fru~, fish, vegetables and other agri<:uKural and marine food prOducls 
shall be considered In lheir original state even If they have undergone the simple 
processes of preparotion or preservation for the market, su_ch as freezing, dtylng, 
salting, broilng, roos6ng, smoking or slripping, including those using advanced 
technologlcol means of packaging, ouch as shrink wrapping in plastics, vacuum 
packing, tetra-pak, and other similar packaging methods. 

•polfshed and/or huaked rice, corn grits, raw cane sugar and molasses and 
ordinary oaK shan be ~ as egricuKural food producls In their original 
state. 

X X X X . X X X X 

"(e) Sale or lmporlation ofcoalandnoturo/gas, in whafovorfonnorstoto, and 
petroleum produclo (excopllubrlcatlng oil, proceSsed gas, grease, wox and petro­
latum) subject to the excise taxoslmposad under 11t1o VI of the Code; 

'-
"(3) PO 1590 • PhMipptnO Air Lines (PAL) relative to domostic transport of 

goods or cargoes; 

"(r) Solos bY ogrlculturo/ cooperatives duly rogstlrod with tho Cooperative 
Dolllllopmont Aufhiirlfy {CDA) to fhlir members, as wei os sale offhlir produce, 
whttberln Its 0~ state. or processed form, tO no,..membel'$: their importatiOn 
of droct famt inputs; -machineries and oqulpmont, in clueing sparo ports fhoroof, 
to ba used cfroplly ond exclusively in tho production and/or processing of fhlir 
produce; 

"(o) Sales by oloctrlc cooperatives duly rogsflred with the CDA or Na6ono/ 
a.ctrttrcation Administration (NEA), relative to the generation and ~dbution of 
electricity, as wei as their Importation of machineries and equipment, lncludng 
spa,. parts, which shal be directly used in the generation an,d. distribution of 
electricity. 

•(t) Gross rec-'pts from fencing activities by crecft or multj..purpose coopera­
tives duly regstered with the CDA, whose lending operation is lmited to their 
members; 

•(u) Sales by non-agricultUral, non-electric and non-credit cooperatives duly 
re{jstered with the CDA; Provided, That the share capital contribution of each 
member does not exceed Fifteen Thousand Pesos (P1S,OOO.OO) and regardless 
of the aggregated capital and net surplus ratably distributed among the mem­
bers; 

"Importation by non-agricultural, non-ele_ctric and non-credit, cooperatives of 
machiner1es 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) Sale of real properties not primarily held for sale to customers or held 
for /ease in the ordinary course of trade or .business; 

"(2) Sale of ieal properties Utilized for /ow-cost housing under BP J?lg. 220, 
PD No. 957 or RA No. 7279, otherwise known as the "Urban and 
Development Housing Act of 1992• and other related laws, wherein the 
price ceifng per unit is P375,000.00, or as may from time to time be 
determined by the House and Land Use Regulatory Board (HLURB) 
and other related laws; 

.. Low-cost housing" refers ~o housing projects intended for home­
less kM'-income family benefiCiaries, undertaken bylhe Government or 
private devefopers, which may either be a subdivision or a condominium 
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• ne~ &e~~e sna unpansuan at Q0001515UtJ!eCl to exctae raxes mposea unaer Tlt1e VI 
of the Code are afso subject to VAT, except COlli end naturalgas/nwhateverform 
or stale, and manutocturod petroleum pruducts (ol!l"r than IUb<lcatlng oil, pro­
cessed gas, grease, WIIX and petloieum). 

SEC. 2. Value-Added Tax on Sate of Services a_nd Use 
or Lease of Properties. • Section 4.102-1 (a), (t) and (h) of Rov. Rags. 
No. 7-951s hereby amended to rood as follows: 

·ca) Sale or exchange of services, as well as the use or- of prcpeftles, aa 
defined In Sec. 102(a) of the Code, shall be subject to VAT. 

"Sale or exchionge of services" maans the performance of aN kinds of services 
In the Philippines for others for a fee, remuneration or c:onsldenltlon, Including 
those performed or rendered by tha following: 

X X X X X X X x· 

"(11) tnmspoltolion contractors on thW tronipolf of goods or corrpes,ln 
eluting persons who lnlnspolt goods or cargoes for h/rw; 

"(12) other domestic common carriers by lend, llir and water relotlve to !hair 
transport of goods or cargoes; 

"(13) franchise grant- of telephone ond telegraph, radio and/or television 
brcedcasting and all other franchise g-except franchise gran· 
tees of f'llclo and/or teleVIsion broadcasting whose annual gro5s re­
C11/pts of tho prococlng yoar does not exceed Ton · Milan 
Pesos (P10,000,000.00), and franchise grantees of IMctrlc, gos 

··1 . ondwater utiitios; 

"(14) banks, non-bank financial lnterrnediarieo and finance C!1f11panlee ond 
other financial interrnedlarieo nol performing quaal-banking functions; 

"(15) non-IWelnsurance companies (except their CRIP lnsuranceo), Jncludlng 
surety, fldOrlty, Indemnity and bonding companies; and 

"(16) similar services regardless of whether or no1 tha performsnce thereof 
calls for the exercise or use_ of_the physical or mental_ faculties. 

xxxxxxxxx." 

"(I) Services of franchise grantees of telephone and telegraph, radio and/or 
television brcedcasting and all other franchise grantees, OJ<cept electric, gos and 
wlter utilities; shall be subject to VAT. However, franchise grantees of ,.rio and/ 

. or tete'visioiJ broadc~st/ng whos_e _annual.f1t9ss_,-recelpts o..f the ·precerlng year 
does !Jot excoeiJ Ton Million Pesos (P10,000,000.00) shal not bo subject to VAT. 
but to the three percent (3%) fnlnchise tax imposed under Sec. 117 ofthi Code, 
subject to the op~onal regstretion provisions under Soc. 4.107-1(c) of Rov. Rogs .. 
No. 7-95, as amended by these Regulations. 

Ukawise, franchise grantees of electric, gss and watef utilities shal be sub­
ject to two percent (2%) franchise lex on their gross ~ derived from tho 
business covered by the law granting the franchise purSuant to sec. 117 of the 
Code. 

•Polished and/or husked rice, corn grits, raw cane sugar and molasses and 
ordlnlfY sa~ ahaH be conolderod as egrlcu~ural food products In their original 
Illata. 

X X X X . X X X X 

"(e) Sale or Importation ofcolllandnaturlllgos,ln whoteverfr>nn orsteto, ond 
petloleum products (axcept lub!1catlng oil, proctOsed gos, graaae, WIIX and petro­
latum) subject to the excise foxes Imposed under Title VI of the Code; 

' X X X X X X X X 

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

"(1) Sale or leasa of goods or properties or the pe~formance olseMiicts of 
non-VAT'rafislerad persons, other than the transoctlons ,_Mid In,.,._ 
graphs (a) to (y) of Soclion 103 of the ~. tha gross annual saleS and/or . 
racelpla of which doee not oxcaed the amount of FIVE HUt'D_RED FIFTY 
THOUSAND PESOS (P550,000.00): Provided,· Th"' not lotor thon Jonuory 
31, 1988 ond eoch ciMndaryoarthoreofror. tho omountof P550,000.00 shal 
bo adjusted to its present vlllue using the Consumer Prlct Index, as puf>. 
lshod by tho Nafi<?nlll Staiisttcs Office (NSO) (Sec. 112 of the Code); 

"(2) SeMiicts rendered by domestic common cerrfers by tond, lllrorwoter 
for tho transpolt of possongors end keepers of goragos (Sec. 115 of the 
Code); 

"(3) SeMiicts ronderod by lntemalionlll air end shipping corrfers doing 
business In tho Philppinos (Sec. 115-A of the Code); 

"(4) SeMiicts rendered by franchise grantees of raclo ondfor toltvfsion 
broadcasting whose annual gross receipts of the precedng year does not 
exceed Ton Milan Pesos (P10,000,000.00}, and by franchise grantees of 
electric, gos and water utilities (Sec. 117 of the Code); 

•(s)xxxxxxx 

"(6) SeMiicts rendered by any parson, cc>mpany or COfllOiatlon (except 
purely cooperative companies or associations) doing life insurance businass ·· 
·of any sort In the Philippines (Sec. 121 of the Code); 

~(7) services rendered by 6re, marlne·or rriscelanaous lnsu,.nce 1gents 
of foreign Insurance companies (Sec. 122 of the Code); 

'(8) Services of proplieto!S, tossoos or operators of cockpits, cabarets, 
· night or dey clubs, boxing exhibitions, profession Ill baskott>algomes, Jill-Ala/ 
end race tntcks (Sec. 123 of tho Code);·and 

~(9) Receipts on sale, barter or exchange of shares of stock lsted and 
traded through tho local stock exchange or through lnl/illl pubic offering. (Sec. 
124-A of the Code). 

"(k) SO!VIces by agrlcu~ural confract grcwors and mll~ng for others of palay 
Into rice, com Into grits, and sugar ca~ Into raw sugar; 

"4nrW.ulfur ... l ,. ....... ,.,., ................ " .... , .... '"' ~~--- ------ _M_ .. . 

- "(2) Sale Of real projierlieSUtHizedlOr low-cost h-OilS/hgUnCJfii' BP Bt(;. 220, 

PD No. 957 or RA No. 7279, otherwise known as the "Urban and 
Development Housing Act of 1992~ and other related laws, wherein the 
price ceifng per unit is P375,000.00, or as may from time to time be 
determined by the House and Land Use Regulatory Board (HLURB) 
and other related laws; 

"Low<ost housing" refers ~o housing projects Intended for homeM 
Jess low-income family beneficiaries, undertaken bylhe Government or 
private ~opers. 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 (HLURB/ 
HUDCC) under BP Big. 220, PD No. 957 oranyothorslmllarlaw, wherein 
the unM selling price is within the selling price ceiling per unM under RA 
No. 7279, otherwise known as the "Urban Development and Housing 
Act of 1992" or as determined from time to tima by the HLURBIHUDCC. 

•{3) Sale of.real properties utilized lor socialzed housing as defined under 
RA No. 7279, wherein tho price ceilng per unff is P150,000 or as may 
from tlrrHJ to ~me bo determined by tho HLURB and other rlllated laws. 

"Socialized housing" refers to housing programs and projects 
covering houses and lots or homelots only undertaken by tha Govern­
ment or tho private soctor for the underprivileged and homeless cllizons 
which ahaH include sMos and services devolopmont, long~erm financ­
Ing, liberalized terms on Interest payments, and such other benefits In 
eccordance with tha provisions of RA No. 7279, otherwise known as tho 
"Urban Development and Housing Act of 1992." "Socialized housing" 
shall also refer to projects intended f~r the underprivileged and home­
less wherein the housing package selling price is within.the lowest 
Interest rates under tho Unified Horne Lending Program (UHLP) or any 
equivalent housing program of the Government, the private sector or 
non-government organizations. 

•{4) Sele by reel dealers and/or lessors of house and Jot and other res/den· 
6111 dWdngs vllluod at One Milian Pesos (P1,000,000.00) and below: 
Provided, That not later than January 31, 1998 and each calendar year 
thereafter, the amount of One Million Pesos (P1,000,000.00) shaN be 
adjusted to Its present value using the Consumer Price Index, as pub­
lshod by tho Notional Stdstics Of/leo (NSO); 

•{x) Lease of residential units with a monthly rentalper unit not exceeding 
Eight Thousand Pesos (PB,OOO.OO), regarrlless of tho amount of aggragato rent­
als receiVed by the lessor during the year;_ ProWded, That the exemption likewise 
appleS to lease 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 exceed P550,000. ProVided finaty, that not later than January 31, 1998 and 
each cahlndar year thereafter, the amount of P8,000.00 shaH be adjusted to ifs 

ptBHnt value using the Consu/TUir Price Index, as published by the NSO; 

•The tenn •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 Hd spaces) except motels, motel rooms, hotels, 
and hotel rooms. 'Residential units' shall also Include apartments, houses, build­
tog, parts~ units thereof used for home Industries, retail stores or other business 
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Ukewise, franchise grantees of electric, gas andwatef tltlities shal be su/). 
ject to two percent (2%) franchise tax on their gross ro<:olpl$ derived from tho 
business covered by the law granting the franchise purSuant to sec. 117 of the 
Code. 

Provided, further, Thatolfnlnchisegrantoesnot-gunderSec.117oftho 
Code are also no longer subject to the franchise tax on th.U gross receipts cJ&.. 
rived trom their franchised operations under their ra~cfive charters. 

Franchise grantees of telephone and telegraph shan be 1<1bject to VAT on 
their gross receipts derived from their telephone, telegraph, lolewrller exchange, 
wireless and other communication equlpmetit seMc:es. However, ameunts re­
ceived for overseas dispatch, message, or conversation originating from lha Phil· 
lpplnes are slilll<lbject to lha percentage tax under Sec. 118 of lha Cqda. 

xxxxxxx.x." 

~(h) All receipts from seMce, hire, or operating lease of transpo<1atlon equip­
ment nol1<1bject to tho percentage tax on domesfic comri1on carriers and keep­
eo:s of garages imposed under Soc. 115 of tho Code shall be subject to VAT. 

X X X X ,X X X X 

· ·oPerators of taxicabs, utifty cars for rent or hire dtivlri by the lessees (rent· 
•car companies), and tourist buses used for the transport of passengers are 
subject to tho percentage tax imposed under Sec. 115 of tho Code, and NOT to 
VAT. 

X X X X X X X X X," 

SEC; 3. Ze«J-nlt/ng. 5edion4:102-2(b)ofRev.Regs. No. 7-95ishereby 
further amended to read as follows: 

"(b) Tnmsactlona Subject to Zwo PercfHit (II%) Rate. • The following ser­
vices performed In the Philippines by VAT -registered persons shall be subject to 
zero percent (0%) rafo: 

.. ---- -·· --··· ···- ·--- -·--·· -··-··---.. --· ···---.... -····--· ,..---- -··-····.,. ,---· 
124-A of the Code). 

"(k) Services by agricuftural contract growers and mll~ng for others of pelay 
Into rice, com Into grits, and sugar ca~ Into raw sugar; 

"'Agrlcultunlll contract growers" refer to those persons producing for 
olhara pounry, livnlock or other agricufturai and marine food products· in their 
original state. Tho form "agricultural confrllct growers" shal also Include roforos­
tation contractors pursuant to the Government Reforestation 'program. 

"(0 Mocfc/11, dental, hosp/t/1/and veterinary services, subject to tho provtslons 
of Sec. 15 of these Regulations. ' 

"Laboratory seMc:es are also exempted. iflha hospital or clinic operates a 
pharmacy or drug store, lha sale of drugs and medicine is subject to VAT. 

"(m) Educafion/11 services ronderod by private oducaflonllllnslltuilqns duly 
oCCrodited by tho Deportment of EducatiOn, Culfuro and Sports (DECS) and/or 
the Commission on Higher Educdon (CHED) and thos• rendered by govern­
ment educational institutions; 

"Educ1tional services" shall refer to academic, technical or vocational edu­
cation provided by private educational Institutions duly accredned by lha OECS 
and/or lha CHED and those rendered by goVernment educationailnslilutlons and 
it does not Jnclude seminars, In-service training, review classes and other similar 
services rendered by persons who are not accredKed by the DECS and/or lha 

CHED; 

"(n) Sale of works of art, lnerary works, musical compositions and slrnlar c,... 
ations, or seMces performed for tf'Je produCtion of such worl<s,. if sold by the 
artist himself, are exempt from VAT. If sold by other persons In the course of 
business, they shal be subject to VAT,· 

X X X X X X X X 

"(q) Transaction which are exempt under International agreements to which 
lha Philippines is a signatory or under special laws excapt those granted under 
the following laws: 

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

···- ·-···· ·--·--··· .... -· .. -- -·~" ............. ,.... ............ , ....... _ ............. -··UIO> 
on which another's dYielling Is located, used for residential purposes and shall 
Include not only bulk:Ungs, 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 I?" units thereof used for home industries, retail stores or other business 
purposes, tt the tenant thereof and his family actually live therein and use them 
prtnclpelly for dwelling purposes. 

7he tenn 'unit' shal meim an· apartment unit in the case of apsitments; 
house in the esse of residential houses; per persOn in the case of dormitories, 
boatdng house$ and bed spaces; and per room in case of rooms for rent. 

•(y) Sale, importation, printing or pubicatiOn of books and any newspaper 
(lncluclng periocfcaQ, magazine, review, or buletin which appears at regular In­
tervals Mth lxed prices for subscriptjoil and sale and which is not devoted prfncj.. 
poly to tho pubka~on of paid advertisements; 

•(z) Sale or lease of goods or properties or the perform,nce of services other 
than lha transactions mentioned In I~ preceding paragraphs, the gross annual 
sales and/or receipts does not exceed lha amount of P55C,OOO.OO: Provided, 
ThatnotlaterthanJanuary 31, 1988 end each cslendaryesrthereafter, the amount 
of P550,000.od shill be adjusted to Its present value using the Consumer Price 
Index, as pubfshod by tho NSO. 

•The roregolng 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 liabllity to 
.other applicable percentage tax, if any: be liable to the lax Imposed in Sec. 100 or 
102 without the benefit of input tax credit, 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. TransltlonaVPresumptive Input Tax Credits. 
Section 4.105-1 of Rev. Regs. 7-95 is hereby amended to read as follows: 

"(a) TRnslt/OINII/nput Tax credits on Beginning lnvfHitorles •• Taxpayers 
who became VAT -registered persons upon exceeding the minimum turnover of 
P550,000.00, or who voluntarily recjster even if their turnoVer does not exceed 
P550,_fX!O.OO (except franchise grantees of rado and television broadcasting 
whose threshold is P10,000,000.00) shal be entitled to a transitional input tax on 
the inventory on hand as of the elfr" ~tMty ofthe_ir VAT re~stration, on the follow­
Ing: 
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"(1) ProeO.sing, manufacturing or repacking goods for other persons doing 

btJslness outside lha Philippines, which goods are subsequently exported, where 
the services are paid for in acceptable foreign currency and accounted~ for in 

- ac::coi'dBMCe With the rules and regulations Ofthe-Bangko Sefltral ng PiliJinaS (BSP); 

"(2) Services other than processing,' manufacturing or fflpackitJg 'for other 

"(2) PO No. -529-- Petroleum· Exploration. Concessionaires under the 
Petroleun'i Act of 1949; and •( 1) goods purchased for resaie In their present condition; 
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•(2) ~terials purchased for further proce · ~ing, 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 ~rade or business as a VAT -registered person. 

"The transitional input tax shall be eight percent (8%) of the value of the be{jn­
ning Inventory or actual VAT paid on such goods, materials and supplies, 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 shall be the basis for t.he computation of the 8% transitional input tax, ex­
cluding goods that are exempt from VAT under Sec. 103 of the Code.~ 

The threshold amountofP550,000.00 applies only for the calendar year 1997. 

: However, not later than the 31st day of January of each calendar year thereafter, 

~~ the said amount shaN be adjustttd to itS present value using the Consumer Pn·ce 
r·~ Index as pubHshed by the NSO. 

(b) PnJSumpllve/nput Tax Credits.-

(1) Persons or lfnns engaged in the processing of sardines, mackerel, and 

milk, and in manufacturing relfned sugar and cooking oil, shaH 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 primary 

agricultural products which are used as inputs to their production. 

As used in this paragraph, the tenn ~processing~ shaH mean pasteurization, 

canning and activffies which throUgh physical or chemical process alter the exte­

nOrtexture or fonn oriilner substance of a product in such manner as to prepare 

it for special t~se to which it could not h:we been put in its orif}nal fonn or condi­

tion: 

(2) PubNc works contractors shaH be aHowed a presumptive input tax equiva­

lent to one and one-half percent _(1.5%) of the contract price w;th respect to gov­

ernment contracts only in Heu of actual input taxes theietrorri. 

"Only VAT-ref}stered persons shall be entitled to the transitional and pre­

sumptive input tax crecits. • 

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: 

"- ,__ _ _. ___ •• _ .. _____ ·--................. ..r ...... 

taxpayer who refister after the ffrst semester shaK pay a refistration fee in an 

amount proportiohate to the remaining semester of the year. 

~The following are required to register as non-VAT persons and pay the appli­

cable refistration fee: 

"(t) VAT .exempt persons under Sec. 103(a). (b). (c). (d) and (z) of the Code 

who did not opt to register as VAT taxpayers; 

~(2} Persons engaged in trade or business, or exercise of profession, other 

than those subject to VAT and other percentage taxes under T1tle V of the Code. 

~(3) Individuals engaged in business where the gross sales or receipts does 

not exceed One Hundred Thousand Pesos (P10D,OOO.OO) during any 12~month 

period. They are required to register but will not be made to pay the refistration 

fee of FIVE HUNDRED PESOS (P500.00). 

~(4) Non-stock, non-profft organizations and associations engaged in trade or 

business whose gross sales or receipts does ·not exceed P550,000.00 for any 

12-month pen'od orin an amount as adjUsted thereafter every January 31 of the 

year depending on the annual Consumer Price Index as publishecJ by the NSO; 

M(S) Cooperatives enumeratf)d under Sec. 4(8) (r), (s}, (t) and (u} of these 

Regulations. However, they are not required to pay the re{jstration fee imposed 
under Sec. 14 of these Regulations.~ 

SEC. 8. Cancellation of Registration. -section 4. t 07:6 of Rev. 

Regs. No. 7-95 is hereby amended to read as follows: 

X X X X X X X X , 
"S.ome instances where a VAT-iegistered person may apply for cancellatiOn of 

registration are: 

X X X X X X X X 

M(7) A person who has registered prior to planned business cOmme~cerflent 
but failed to actually start his business; 

~(8) A person whose transactions are exempt from VAT und~r 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 histfts refistration, applies for can­

cellation of his registration as such; 

"(9) A VAT-registered person whose gross sales or receipts for two (2) con­
.,.AI", .. n., ... v ... ,....., tiirl nnt ~vr.-.rl P.'5.'iD DDD.DD bednnina the calendar year 1997, 

Exceeding 50 passengers ................................ . 7,200.00 

Taxis .. 

1. Manila and other cities .................................. P 3,600.00 

2. Provincial .................................. .................... 2,400.00 

Car for hire (with chautrour) ............................ P 3,000.00 

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

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

"SEC. 115-A. Percentage Tax on International Carriers •• 

YaJ InternatiOnal aif"cam·ers dotilg business in Philippines shal pay a tax 

of three percentum (3%) of their quarterly gross receipts. 

~(b) International shipping carriers doing business in the PhiKppines shall 

pay a tax equivalent to three percentum (3%) of their quarterly gross racei{Xs." 

SEC. 13. Tax on Franchises. ·Section 117 of the Code Is hereby 

further amended to read as follows: 

"SEC. 111. Tax~ Franchises.· Any provision of general or special law 

to the Contrary notwithstanding, there _shall be levied, assessed and collected 

in re~pec_~ ~o all frailchises On radio and/or tete vision broadcasting companies 

whose annual gross receipts of the preceding year does not exceed Ten 

MH/ion Pesos (P10.000.000.00). subject to Section 107(d) of this Code. as 

amended, a tax 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, however, That radio and. 

television broadcasting companies refe"ed to in this Section, shaH have an 

option to be re{jstered as a value--added taxpayer and pay the tax due thereon: 

Provided, further, That once.the option is exercised, it shalf not be revoked. 

kThe grantee shall file the return with, and pay the tax due thereon to the 

Commissio~er of lntemal Revenue or his duly authorized representative in 

accordance with the provisions of Section 125 cif this Code and the return 

shall be subject to audit by the Bureau of lnte:rnal Revenue, any provision of 

any existing law to the ~ontrary notwithstanding.~ 

SEC. 14. Registration· of Name or Style with the 



emment contracts only in lieu of actual input taxe~ therefrom. 

"Only VAT-re{1stered persons shalf be entitled to the transitional 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 o~; 
properties and renders services subject to VAT imposed In Sees. 100 and 102 of 
the Code shall register with the appropriate Revenue District Officer (ROO} using 
BIR Fonn No. 1556 and pay an annual registration fee in the amount of One 
Thousand Pesos (P1 ,000.00) using BIR Form No. 1558 lor non-compuferized 

Revenue {);strict Offices and BIR Fonn No. 0605 for computerized Revenue 

District omces for every separate or distinct establishment or place of business 
before the start of such business and every year thereafter on or before the 31st 

day of January. 

"Xxxxxxxxx 

"(b) Mand•tory. • 

"(1) Persons Covonod • • Every person who, in the course of trade or busi­
ness, sefls, barters, exchanges, leases goods, properties or renders services is 

subject to VAJ; 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 shal be adjusted to its present value every year 

thereafter using the Consumer Price Index, as published 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. 100 and 102 of the Code, whose expected gross sales or receipts 

on aH taxable activities shalexceed PS50,000.00 which amount shaH be ad­
justed to its present value every year thereafter using the Consumer 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 to tho Va/ue-Arlrled Tax. ·Any person whose 
gross taxable sales or receipts in any 12-month period exceeds the amount of 
P55C,O_OO.OO which amount shan be _adjusted_to its present value_ every year 
thereafter using the Consumer Price Index, as published by the NSO, shall reg­
ister within thirty (30) days after the end of the last m9nth of that period and pay 
the applicable registration fee in the manner prescribed under sub-paragraph (a) 
of this sBction lind Shclll be liable -to- the Viitue-addect- tax COmiriei1CiriQ from the 
first day of the month following his r~istration. 

However; franchise grantHs of radio and television broadcasting, whose fTOSs 

annual receipts of the p~eceding calendar year exceeded P10,000,000.00, shalf 
regster within thirty (30) days from the end of the calendar year. 

~(c) Optional Reglstl'ation of VAT-Exempt PetSon. ·Any of the following 
VAT -exempt persons may, at hisfrts option, apply for VAT registration: 

"(1 \ ~•11•r nr 1-cnr nf nnnrlc:: nrn"'"rfi•c nr c"'rvii"AC:. UJhncA ,._,...,,,.1 nr .. v......,..tM 

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

"(8) A person whose transactions are exempt from VAT und~r Sees. 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 after hislffs re!}stration, 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 begnning the calendar year 1997, 

which amount shaH be adjusted to its present value evety year thereafter using 

_the Consumer Price Index, as published by the 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 beflnning the calendar year 

1997; which amount shall be adjusted to its present value every year thereaft6r 

using the Consumer Price Index! as published by the NSO. 

·xxxxxxx x 

•xxxxx~xx 

·xxxxxxxx 

·x x X· X X X X X 

"Any person, who opted to be refistered umjer Sec. 4.107-1(c) of Rev. Regs. 

7-95, as amended by Sec.6(c) of these Regulations, may apply for canceHation 
of such reflstration. However, the optional re{1stration 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 R~v. Regs, 7-95 is heteby amended to read as follows: 

~(a) The Government or any of its political subdivisions, instrumentalities or 
agencies, including government-o'M'led or controlled corporations (GOCCs) shall, 
before making payment on account of its purchase of good_s from sellers and/or 
services rendere~ by contractors which are subject to the VAT iniposed !n Sees. 
1 00 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 
installment-payment which shall be creditable against the VAT liability of the sell­
ers Or coritractoi'S pursuant to RA No. 7644, as iinplerilented by Rev. Regs. No. 
1Q-93: Provided, That payment of One Thousand Pesos (?1,000.00) 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 th.e withholding was made.· 

' 

option to be regsrerea as e vawe-aaaea caxpayer ant1 pay rne rax aue rnereon: 
Provided, further, That once. the option is exercised, ff shalf not be revoked. 

•The grantee shall file the return with, and pay the tax due thereon to the 
Commissio~er of Internal Revenue or his duly authorized representative in 
accordance with the provisions of Section 125 cif this Code and the retum 
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 qr Collection Agent. - Section 237 of 
the Code is hereby further amended to read as follows: 

"SEC. 237, Reglstnttlon of Harm~ or Style with tho Revenue District 
omcer 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 OtriCef 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 FWe 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 shal! be 
paid to the Revenue District Officer, ColleCtion Agent, authorized Treasurer or 
the Municipality where each place of business or branch is sttuated. In cities 
or municipalities where no Revenue District Otr~eer is stationed, Such person 
shall register and pay the fee presc~bed 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 t~ Commissioner iri ihe fonn prescribed therefor. In the case 
of a finn, the names and residences of the various persons ~tituting the 
same shall also be registered. The Commissioner, after taking into consider­
ation the volume of sales, financial condition and. other relevant factors, may 
requ(re the registrant to guarantee tlie payment of his taxes b'y way of advance 
payment, or the posting or filing of a security, guarantee or collateral accept­
at»& to the Commissioner: Provided, however, That cooperatiVes shall not 
pay tf;e rerjstration 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 starong JANUARY 
1, 1998: 

(a) Services perfonned 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 perfonned by registered general professional partnerships; 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-bani( financial intennediaries, finance 
companies and other financial intermediaries not performing quasi-bar.king func­
tions; and 

(c) The lease or use of sports facilities and equipment by amateur Players, as 
n~nvii"IAI'I 11ni"IAr ~_d Pl.ln AAA7 ... ,..,.. ... ,.,, .,1'\1'\rt., f::a,..iliti .. ., ,.,...,. ..,..,,;,.......,,....,. •ilhi ... h ,.r_... 



refjster within thirty (30) days from the end of the calendar year. 

~(c) Optional Registration of VATaExempt Person. -Any of the following 

VAT ..exempt persons may, at hisflts 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 exceed P550,000.00 for any 12-month 

p6riod or in an amount as adjusted thereaft~r every January 31 of the year de­

penclng on the annual Consumer Price Index as pubHshed by the NSO; 

~xxxxxxxxx 

"(6) Franchise grantees of radio 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 re!}ster as VAT taxpayers, such refistration is 

no longer revocable. 

"The above-stated taxpayers may apply for VAT refistration not later than ten 

; (10) days before the befinning of the calendar quarter and shaH pay the re!}stra­

tion fee prescribed under sub-paragraph (a) of this Section. In any case, the 

Commissioner may, for administrative reason, deny any application for re!}stra­

tion. Once registered, the taxpayer shall be liable to output tax and be entitled to 

input tax credit in accordance with the provisions of Sees. 1 04 and 105 of the 

Code." 

SEC. 7. Non-VAT Registration.· Section 4.107-2 of Rev. Regs 

No, 7-95 is hereby am~nded to read as follows: 

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

engaged in any business, shall, on or before the commencement of his business, 
--or whenever-he-transfers-to another- revenue district- register-with the Revenue -

;: District Office concerned 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 

1 annual registration fee of Five Hundred Pesos (PSOO.OO) for every separate or 
~ · distinct establishment or place of business. The fee shall be paid to anntccred­

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 Prescribed herein with 

.~: the ROO, collection agP.nt, or authorized municipal treasurer. The registration shall 

contain his name or style, place of residence, business, the place where such 

buslness is carried on,-and such other information as may be-required by the 

Commissioner in the form prescribed therefor. 

HP_wever. 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 nrst semeSter and on or before the 20th 

day of the first_month ofth~ ~ucce~dinfJ semester. Provided further. That a new 

' 

~(b) X X X X X 

~(c) The value-added tax withheld under this Section shah be remitted within 

ten (10) days foRewing the end of the month th.e withholding was made." 
' 

SEC.10. Taxon Persons Exempt from VAT.- section4.112-
1 of Rev. Regs. 7-951s tlereby amended to read as follows: 

~Any person, whose sales or receipts are exempt under Sec. 103(z) 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 shaH be exempt from the three percent (3%) gross 

receipts tax herein imposed.~ 

SEC.11 Percentage Taxon Domestic Common Carriers 
and Keepers of Garages. • Section 115 of the Code is hereby amended 

to read as follows: 

~sec. 115. Percen~ge tax on domestic carriers and keepers of ga­
rages. - Cars for rent or hire driven by the lessee, transportation contractors, 

including persons who transport passenger for hire, and other domestic car­

riers by land, air or water, for the transport of passengers, except Owners of 

bancas, and O'NT1ers of animal-drawn two-wheeled vehicle, and keepers of 

garages shall pay a tax equivalent to three peri::entum (3%) of their quarterly 

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. 7160, otherwise known as the ~Local Government Code of 1991." 

"In computing the percentage tax provided in this Section, the following 
. shall be considered the minimum quarterly gross receipts in each particular 

case: 

"Jeepney for hire -

1, Manila and other cities . ·······- ................ . 

2. Provincial 

Public_ u~/llty bus_ • 

P.2,400.00 . 
1,200.00 

Not exceeding 30 passengers P 3,600.00 

Exceeding 30 but not exceeding 50 passengers . 6,000.00 

(b) ~ervlces renaerea oy oanKs, non-oanK Hnanc1a1 tmermeatanes, unam:e 

compahies and other financial intermediaries not performing quasi-bar.king 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 members 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 ~nder the present provi­

sions of the Code. 

However, when public interest so requires, the Congress of the Republic of 

the Phlippines, 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 exclus~n of any of the above services 

the existing applicable tax under the provisions of the Code shall continue to be 
paid on the service so excluded. - · · 

SEC. 16. Repealing Clause. • The piovisioos of RA No. 6938, 
otherwise knO'NT1 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 ~ich are 

not consistent with.these Regulations are hereby repealed, amended or modified 

accordingly. 

SEC. 17. Effectivity. • These Regulations shall be enective beginning 
January 1 , 1997. 
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