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IMPLEMENTING RULES AND REGULATIONS DF EEFUBLIC ACT NO. 12078, R
“AN ACT CREATING A VAT REFUND MECHANESM FOR RON-RESSDENT TOURISTS,
ADDANG A NEW SECTION 112-A TO THE NATIOHAL INTERNAL EEVENUE CODE OF

1997, AS AMINGED, FOR THE PUBPOSE™

Puriubal 19 Seclion 2 of Republic A (RA) Mo, LI07S, esdithed “As AZL Dredting &
VAT Rafund Mechanism for Non-Resident Tourists, Adding & New Sestion 1124 1a
it Mational Intemnal Revenue Coce of 1997, & arended, for the punsose”, the
Cagartment of Fasnce (DOF), in consultation with the Dapanment of Trede snd
Industry [OTT), Depaciment of Transpsrtation (0Tl Deparimant of Tourism (DOT),
Department of sdormation Commumications Techaology [DICT), Kationsl Economic
5 Dinviloprsent Authority [NIDA], Departrment of Budpet aad Management (D08 ),
Commasionan Audit|{COA), Bureau of Internsl Rivenis | BIR), 8ad Buresu of Cuatoms.
(B, haratey promulgates the follreing implementing Rules and Regulations.

Section 1. Purpose. = This krplerrasiting Aubes 2d Rngulations (IRR) a0 adopted to
prescribe the pubdelings, procedures, and standasds for the implementazion of & VAT
Refund System for tearists (WRS) in the Prilippines, This IR also outBnes ths rodes of
the implementing agencies, VRS operatorfs, and duly scoredited stores In
implernenting the VAS.

Saction 2. Scope and Loverage. ~ This IR shall spply to Value-Added Tax (VAT
refund chaims of Rourtsts visiting the Philippings on their local purchases of eligible
goods from duly accredted stores.

Section 3. Definithon of Terms. — For pursrses of this IR, the following terms shall

8. “hccompanbed Baggage” refers to baggage, whether checkeddn or hand
carried, brought by & tourist when leaving the country, and traveling in the
e miieds of ransport as the bourist,

b “Commarcial Quantity™ refiers to the quantity for a ghen kind oo clias of articles
that B in excews of what i compatible with and commensurate to the perean’s
nogemal requinements fﬂ'm I8

£, “Duly Accredited Stoses™ refer 10 brick-and-morter siores o physical retail
establishments accredited under this IRE wheTe cuslomsns can wisit in pemon
T purchids goodi.

d. "eTravel Registration™ refers 1o 8 pystes-gonerated rogistration bsued to
tourksts in a digital format wia email or through electronic viewing In the aTravel
app or website,

. “ervoioe™ referi (o 3 written sccount duly registeved with the BIR evidencing
e sale of goods andfor services lisued 1o customsers in the ordinry course of
trade or buiiness, This includes Sales Ivwoice, Ciob Invaice, (harge/Creds
Imioe, of MioeRanedss Invoide,

f. “Pericnsl Use® refers to uses, other than resale, including for howsebold or
family poneumpsion.

g “Towrdas™ refers to noncresident foreign passport holders who wisit the
Philippiresi. For purposes of thiz IRR, the term “non-resident” thall refer to an
individual who s & meere brandient or sojourner who comes to the Phlippines.
for & definite purpose which in its natere may be promptiy accomplishesd.

M. “WAT Refund System (VRE]" refers to an end-ip-end system by which an eligible
it Can clabm YAT refund for locally purchased goods.

L *“WRS Operator” refers toa thind-party entity engaged for the design, build, and
erverall operations of the VES.

Section 4. Requisites for Avallment. - A bouriat shall be elighie to recehae a refund of
i WAT paid on perchased goods if the follswing requirsmeats are mat:

& The goods ane parchassed in person by the: tourist from duly acoredited siones;

b. The peods are physically taken out of the Philippines by the tourist as
stomaanied baggage, within staty (&30 days from the date of purchase; and

€. The value of the peods purchassd per single transaction ks eguivaient to a2 least
Thafib Theuand Pesos (P, 000.00] corvered by @ single bvvoloes Prowided, That
the amewnt shall be adjusted wing the cumulative inflation for the past three
{3 ywars s pubiished by the Philispine Statistics futhority (PRA).

Filipings with dual citipesship shall B eligible 1o vl & VAT refund i thesy use their

foreign passport In endering and exiting the Philippines and hey Ll under the
dafinition of “tourist™ in this IRR.

Sales to citizens and residents of the Philippine, snd forsign naticrals retiding in thi
country [eg, diplomits, consular officers, expatriates, and VAT-sxermgt fareign
nationali] ané not eligible for WAT refund.

Section 5. Elgible Goods. — The VAT refund shall only apply to retail and tangible
e, vsh pi clothing, spparel, electronics, gadpets, jowelry, socessories, souvenins,
Tood or non-food contsumabibes, and other goods intended for personal s,
Thi Faliawing are not qualified for the VAT refund under this IRR:
& Goods in commercial puankiy;
b. Goods to be cormumed fully or partiaily in the Philippines;
©. Goods purchased from e-marketplice and other digtal or online stores; and
d. Services, such as transportation, JOOMmaARtion, of other Radnita Bty derioe

Section 8. VAT Refund Process. = The proceisieg of VAT refusd claims under this |RR
skl be subject to the following general peideline:

2. The towrist intending to xeail of the VAT refund shall pressnt their valid fonsign
passport and eTravel registration 1o the duly socredited store priod 1o the
purchase of eligible poods.

b. The duly acoreditid stonk shill werily the identity and eligibility of the tourist
for WAT refund by checking the foreign passport and eTravel regitration
prceented, A phatoonry of 30 image of the foreign pascport may be precentod,
subject to prasentation of e arigiasl 1o the VS cperator upon valldation of
the refund claim.

t. The duly sccridited stores dhall input the lourist’s forelgn passpost and
purchase transation Setaill in e VRS,

d. The duly accredited stones shall, in all trwrssctions, comply with the provisions
of the Tax Code and applicable rubis and regulations.

&, AR the alrport or seaport, the tourid claimdng VAT refund shall predent Their
Horeign passpart o the VRS operator.

1. M physical inspection of the goods i reguined, B Tourt Ml prooed Lo the
Custarny Indpection counter for further inspection and valifation before their
refund claim can be processed.

g After the successiul validation af the claim for WAT refund, the same shall be
apprived and paid by the VS operator in Phlippine currency eltber in cash or
electronicaly e, dighal wabets, bark transfers, or credit cands). The
ehectrankc piymant of the VAT refund shall conby be made directly to the digital
wailet, bani, or credt cand acoount of the tourit clsming such refend. in cine

of cagh refunds, the same shall be subject to spplicable regulstisng on cross-
beedier transher of Philippies currency.

R The touritt shall be charged with a service lee, which maxdmum amaunt ghall
bee st by the DOF, for the processing of the refand. Transactian Tees imposed
by digital waliets, banks, or other entities for thi: BISCONA [TANSBET O paymest
of the refund amount shall sis Be borne by the tourit.

Section 7. Dighal identifier under the eTravel System. - The DOF shall cocrinate
with the DICT to faciitate the integration of a digital identifier for tourists quatiiied
fiw VAT fefund in the eTrave] System. Such ldentifior thall ba wirsabla i the o Teavel
riggistratian.

Section 8 Risk-Bused Clissification of VAT Refund Clalms. ~ The VB operatar, in
conduiiation with the BIR snd BOC, shall classiy VAT refund clalms as either low. or
higherisk.

I the réfund claim Is classified as hiph-risk, the tourist shall be requined to present the
poods purchased for inspection and fwther validation by the BOC Low-rish VAT
refund cladms chall only B subjeet be random inspoction and valldation.

Their BIR @nd BOC, in consultation with relevant gowemsrseet agencies, shall iius &
o fudne providing For the criteria and prowdure of the risk-baded cdadsification
of WAT rehund clains.

Section 8. Accreditation of Stores. = WAT-regiitoned retall extablabments intending
o participate in the VRS shall praberpo Bocreditation with the VRS aperator. For this
purpase, the establishment shall submit the following requinements:

3. BIR Centificate of Ragitration;

b Registration with the Department of Trade and Indusary (DT1) o this Secuitees
and Exchunge Comnittion;

& Gther documentary or Fystem requiroments B miy be prescribed.

mmmr&lwﬂprﬂldtdulr scrredited stores with an issuing solution for
i performance reporting, marketing and promotions
mdﬂﬁmmﬂmhmuhm”mlmﬂam
trarsactions subject to VAT refund, at no additional cost.

Tha: VRS operator, DOF, DOT, and ottey sgencies itall pallish the complete st of
duly ecrodited stones on their respective websibes.

Secttion 10. Rodes of Implermenting Agemcles. = The roles of the following agencies in
the administration and implementation of the VRS are a8 Tollows:

3. Department af Finanes [D0F)

i The DOF skall engage the services of one or more reputable and

internationadly recogrized VRS operators that thall provide end:-to-end
eolutions for the ectablichmant and ageration of the VRS,

0. The DOF shall provide policy direction, in consultation with the relevant
Eovernment agenches, with nespect 1o the implementation of the
provisions of BLAL No. 1079 and this IRA;

H. TheDOF, through the Secretary of Finance, shal review and approve the
recommendation of the Comwmipioner of Inbernal Rivenise of (ke
adjusted threshold amount of poods purchased per trandaction under
Section 4 of this IR, 55 may be necessary, and in socordance with the
CP1 beduad By the PRA;

W,  The DOF shall coordinate with the DICT to faciltate the integration of &
digital identifier for bourists qualified for VAT refund in the eTravel
Systern;

v.  The DOF shall coordinate with the DOTr on the planning and inctallation
of VAT refurd coumars of kiodks in strabegic locations: in airports and
seaperts hawing infermationall Rights or vayages;

wi.  Thee DOF shall coordinabe with the OT] to encourage ard promods the
padticipation and accreditation of refall establishegnis In the VAT
Refund Sy3tem; and

wii.  The DOF amcd NEDA ghall periodically mesios tha peossnem iz impac of the
VAT Rafund Systies under LA W, 12079,

bv. Bureau of internal Revenus (BIR)

L The BIR shall issue decsled rules and repdatiors outhning the
requirements ta ba submitted by the VIS operator snd the procedure
for the processing of 1B payment of VAT refunds made by the VRS
eperaton

ii. The BIR shal jointly meoute with DBM a separate suanie on the
charging of the amount necessany for the VAT refund fystem against tha
spercial acgount Inthe Gensral Fond oS provided under Section 106 of the
MIRC:

IL  The BIR shall execute 8 Dats Shariesg Agreesent with the DICT 10 be
provided oot to reliant infiamation collected thiough the eTremel
Symem on Dossists gealified Sor WAT refand, Sor verification prposes;
and

tv.  The Commissi of Internal R shall recommend the adjusbed
threshold amount of poods purchaded per tranisction under Section 4
of LMis OFR, s rmary be mecesaary, and in scoordance with the O Bswsd
by tha PEA,

. Buresu of Cuntoms (BOC)
I The BOC shall, in proper cases, conduct e indgection and validation of
ponds price to the grant of VAT refund.

Section 11. Roles of the Duly Accredited Stares, = The duly sciredited store shall be
requined fto:

3. Werify thie fantigh paisport sod eTravel registration and ingut the fourist's
fansign prsspon and purchase transaction detalls in the YRS,

b The duly scorgdited stores shall, in 3 transactiesd, comply with the provisians
of the Tax Code and applicable rules and regslations.

¢ Prandde the BIR with sales reports for monbtoring and pest-audit purpases, and
other data as may be presonibed through o stpaeate issuance,

Section 12. Robes of the VRS Operwied, = The roles of the VS operator ane a5 follows:

. The VRS operstor dhall be responsible for the decign, Bulld, and cverall
operations of a fully digtal end-to-snd VRS, induding:
i Iulng solutions for duly sccredited shores;
i Digital tools for tourists saling of the VAT refund;

fii. Risk-based digital validagion syitem;

B, Processing sysberss inchafing processing and payment of VAT refunds to
paymant cards and digial wallets:

v.  Reporting and inteligence 1ook;

wl.  Hesting of syitems snd data by the VRS operatos; and

wil.  Prosuct renewsl, upgrades, snd future improvements.

b The VRS operator shall implamant a “travaller-pay model” whisns the tost of
aperating the VRS shall be funded by the strvice fee charged to the touristand
deducted from the VAT refund smnount;

€. e VRS operstor sball scoredit the merchanks acoording o Seciion § of this
IEH, pnd provide training tupport, performance reparting, 3ad marketing and
promitiong support as determdned by the VRS operator based on the size of
the menchant:

& The YRS operator shall pay the tourists upon complete validation of the claim,
the appropriate VAT refund amount ret of werdice fes, subject o the
reimbursement procedune undar Section 14 of this IRR;

& The VES operater shall facilitate the VAT refund process under this IRR for
cligible tourtts and provide then with information, digitsl tools, promotions,
and assistanin relsted 1o the VRS to encourage shooping and gulding the
oligible tarists theoughout the refund process;

f. Thir WRS opsraios may coond inste and col labowrate with the DOT for indonmation
drssaminylion and promaotion of the VAT Refund System for taerists;

B The VRS eperator shall ersure the information syatm security of the YRS

h. The V¥HS operator shall prosdde the DOF. BIR, and BOC. 1he appropriace
walidation system, hardware, capacity building. and tecknicall support;

L The VRS oparaios shall B4t &5 a0 spent of the tourist in relation to dalmsof VAT
refund undes FLAL Mo 107 with the BIA, and all other matbers recessany or
Incidental thersta;

| The VRS operstor shall provide B398 access to VRS information o8 transsctised
weith duhy accradined siores dad sctual refund dalms, and sach other decuments
or reponis a5 may be required by the BIR for purposes of processing the
reimburspment of VAT rehands for non-resident tourists; and

k. Thir VRS operator shall provide for measures to ensure contineity of operstions
in case the VRS showld encounter techmacal Boues oF other exdrpbidinary
G Caflanoe.

Section 13, Acereditation of VRS Operators. — The VRS operstors shal be botredited
In accordanze with the qualfication criteda and complance with the docsmeniary
requinesnents st forth ina separste byuance.

Section 14, Procedwre for Relmbursement. - The VRS operator shaldl apply for
relnburssment of the smount of VAT refunded to bourists, subject bo the submission
of documentany reguirements with the RIR,

mﬂlﬂﬂhﬂrﬁt#ﬂmﬂh subritted 3 shall peocess the reimbaaremesng

lrll'l'lhl'il‘.l m‘t lA'lhII'I thirty (30] dayi fnon thi complebe submission of

¥ PG bject to diall ey i case of any discrepancy o
muutmhrnndhmmwludmm

Thi BIR shall isase § revenig Haasis pioviding [of the procedue and docssentary
requiresninis far the VRS aperator to claim reimbursement.

Thi WRS, the refends made bo boursts, and the pryment made to the VRS operaior
shall be subject to the post-audit by the Commission on Audit, subject to applcable
rubes and repalitions.

Sectian 15, Information Dissemination. - The 30F shall coordinate with the DOT and
DT to Incilivate the dissemination of extersal commenications to promote the VRS to
bouriats, retailers, and other stakebobien.

Section 16 Study of Economic Impact of VAT Refund System for Toarists. - The DOF
and the NEDA shall, every thee |3} years, conduct studies to determine and monitor
the ecomomic impact of the VAT Rifund Syitim for touist.

Thi: DOF shall coondinabe with the DOT and DM to grovide the necessary data to
relevant agencles, Inchuding tourkem spanding duts, retsl sististics, and other
pertinent information, to taciltate the anakEs of the ssenomic impact of the VAT
Refund System feor tourins.

FINAL PREOVISIONS
Section 17. Appropriation. = The amourt necescany for the VAT Refund Systom chall

bee charged apainat thi special scoount in the General Fund 25 provided under Section
10% of the NIRC.

Sectlon 18. Review of Rules 4nd Regulstion. - The DOF shall conduck a general
renvirw of thee IRR 25 necessary Baded of tiew economic oonditions, bourism brends,
fcal policies, and idernational itanderdy

Sectlon 18. Additional Requiremants. - The DOT, BT, B3Wr, DICT, DBM, NEDA, BOC,
the BIN, and COA may g patiseal sdminisirafive orders, remarassum circulars,

or other similar documegnts further providing details for the implementation of this
RS,

Secticn 20, Separablity Clause. — Il any picwision of Lhese rubss b subsegquently

Section 21, Effecthvity, = These nales shall take effect immediately upon padicas
in a newspaper of ganeral circuldtion.

Appraved,

ROMED D. LUMASLN, IR,

Bureau of Intersal Revenue
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