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Republic o
House of Representatives
yuezon City, Metro Manila

FIFTEENTH CONGRESS

First Regulay Session

House Bill No. 3800

(in substitution of House Bill No, 197()

JIatroduced by Representative Hermilando 1. Mandanas

AN ACT
IMPOSING A VALUE SIMPLIFIED TAX IN LIEU OF THE VALUL ADDED TAX
AMENDING FOR THE PURFPOSE TITLE IV OF THE NATIONAL INTERNAL
REVENUE CODE OF 1997, AS AMENDED

Be it enacted by the Senate and the House of Representatives of the Philippines in
Congress assembled:

SECTION 1. Section 105 of the National Internal Revenue Code (NIRC) is hereby
amended to read as follows:

“SEC. 105, Persons Liable. - Any person who, in the course of trade
or business, sells barters, exchanges, leases goods or properties, renders
services, and any person who imports goods shall be subject to the [value-
added tax (VAT)] VALUE SIMPLIFIED TAX (VAST) imposed in Sections
106 to 108 of this Code.

“The |value-added tax] VALUE SIMPLIFIED TAX is an indirect tax
and the amount of tax may be shifted or passed on to the buyer, transferee or
lessee of the goods, properties or services. This rule shall likewise apply to
existing contracts of sale or lease of goods, properiies or services at the time
of the effectivity of Republic Act No.7716.

“The phrase “in the course of trade or business™ means the regular
conduct or pursuit of a commercial or an economic activity, including
transactions incidental thereto, by any person regardless of whether or not the
person engaged therein is a nonstock, nonprofit private organization
(irrespective of the disposition of its net income and whether or not it sells
exclusively to members or their guests), or government entity.
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“The rule of regularity, to the contrary notwithstanding, services as
defined in this Code rendered in the Philippines by nonresident foreign
persons shall be considered as being rendered in the course of trade or
business.”

SEC. 2. Section 106 of the NIRC is hereby amended to read as follows:

“SEC. 106. [Value-Added Tax] VALUE SIMPLIFIED TAX on Sale
of Goods or Properties. -

“(A) Rate and Base of Tax. - There shall be levied, assessed and collected on
every sale, barter or exchange of goods or properties [value-added] VALUE
SIMPLIFIED tax equivalent to [ten percent (10%)] SIX PERCENT (6%) of
the gross selling price or gross value in money of the goods or properties sold,
bartered or exchanged, such tax to be paid by the seller or transferor.
[Provided, That the President, upon the recommendation of the Secretary of
Finance, shall, effective January 1, 2006, raise the rate of value-added tax to
twelve percent (12%), after any of the following conditions has been been
satisficd:]

[(i) Value-added tax collection as a percentage of Gross Domestic
Product (GDP) of the previous year exceeds two and four-fifth percent (2
4/5%); or]

[(ii) Wational government deficit as a percentage of GDP of the
previous year exceeds one and one-half percent (1 1/2%).]

[(1)] The term “goods™ or “properties™ shall mean all tangible and intangible
objects which are capable of pecuniary estimation and shall include:

(a) Real properties held primarily for sale to customers or held for
lease in the ordinary course of trade or business;

{b) The right or the privilege to use patent, copyright, design or model,
plan, secret formula or process, goodwill, trademark, trade brand or
other like property or right;

{c) The right or the privilege to use in the Philippines of any industrial,
commercial or scientific equipment;

(d) The right or the privilege to use motion picture films, tapes and
discs: and

{e) Radio, television, satellite transmission and cable television time.

“The term “gross selling price” means the total amount of money or its
equivalent which the purchaser pays or is obligated to pay to the seller in
consideration of the sale, barter or exchange of goods or properties, excluding
the [value-added] VALUE SIMPLIFIED tax. The excise tax, if any, on such
goods or properties shall form part of the gross selling price.
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[(2) The following sales by VAT-registered persons shall be [subject to zero
percent (%) rate;]

[(a) Export Sales. - The term 'export sales' means:]

[(1) The sale and actual shipment of goods from the Philippines
to a foreign country, irrespective of any shipping arrangement that
may be agreed upon which may influence or determine the transfer of
ownership of the goods so exported and paid for in acceptable foreign
currency or its equivalent in goods or services, and accounted for in
accordance with the rules and regulations of the Bangko Sentral ng
Pilipinas (BSP);]

[(2) Sale of raw materials or packaging materials to a
nonresident buyer for delivery to a resident local export-oriented
enterprise to be used in manufacturing, processing, packing or
repacking in the Philippines of the said buyer's goods and paid for in
acceptable foreign currency and accounted for in accordance with the
rules and regulations of the Bangko Sentral ng Pilipinas (BSP);]

[(3) Sale of raw materials or packaging materials to export-
oriented enterprise whose export sales exceed seventy percent (70%)
of total annual production;]

[(4) Sale of gold to the Bangko Sentral ng Pilipinas (B5P);]

[(5) Those considered export sales under Executive Order No.
226, otherwise known as the Omnibus Investment Code of 1987, and
other special laws; and]

[(6) The sale of goods, supplies, equipment and fuel to persons
engaged in  inlernational shipping or international air transport

operations]

[(b) Foreign Currency Denominated Sale. - The phrase “foreign

currency-denominated sale” means sale to a nonresident of poods, except
those mentioned in Sections 149 and 150, assembled or manufactured in the
Philippines for delivery to a resident of the Philippines, paid for in acceptable
foreign currency and accounted for in accordance with the rules and
regulations of the Bangko Sentral ng Pilipinas (BSP).]

[(c) Sales to persons or entitics whose exemption under special laws or

international agreements to which the Philippines is a signatory [effectively
subjects such sales to zero rate].

“(B) Transactions Deemed Sale. - The following transactions shall be deemed

(1) Transter, use or consumption not in the course of business of goods
or properties originally intended for sale or for use in the course of
business;
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(2) Distribution or transfer refers to:

(a) Shareholders or investors as share in the profits of the
[VAT] VAST-registered persons; or

(b) Creditors in payment of debt;

(3) Consignment of goods if actual sale is not made within sixty (60)
days following the date such goods were consigned; and

(4) Retirement from or cessation of business with respect to
inventories of taxable goods existing as of such retirement or
cessation,

“(C) Changes in or Cessation of Status of a [VAT]-VAST registered person. -
The tax imposed in Subsection (A) of this Section shall also apply to goods
disposed of or existing as of a certain date if under circumstances to be
prescribed in rules and regulations to be promulgated by the Secretary of
Finance, upon recommendation of the Commissioner, the status of a person as
a [VAT] VAST-registered person changes or is terminated.

“(D) Sales Returns, Allowances and Sales Discounts. - The value of goods or
properties sold and subsequently returned or for which allowances were
granted by a [VAT] VAST-registered person may be deducted from the gross
sales or receipts for the quarter in which a refund is made or a credit
memorandum or refund is issued. Sales discount granted and indicated in the
invoice at the time of sale and the grant of which does not depend upon the
happening of a future event may be excluded from the gross sales within the
same quatter it was given.

“(E) Authority of the Commissioner to Determine the Appropriate Tax Base. -
The Commissioner shall, by rules and regulations prescribed by the Secretary
of Finance, determine the appropriate tax base in cases where a transaction is
deemed a sale, barter or exchange of goods or properties under Subsection (B)
hereof, or where the gross selling price is unreasonably lower than the actual
market value,

SEC. 3. Section 107 of the same Code is hereby amended to read as follows

“SEC. 107. [Valug-Added] VALUE SIMPLIFIED Tax on Importation of
Goods. -

“(A) In General. - There shall be levied, assessed and collected on every
impaortation of goods a [value-added] VALUE SIMPLIFIED tax equivalent to
[ten percent [10%] SIX PERCENT (6%) based on the total value used by the
Bureau of Customs in determining tariff and customs duties, plus customs
duties, excise taxes, if any, and other charges, such tax to be paid by the
importer prior to the release of such goods from customs custody: [Provided,
That where the customs duties are determined on the basis of the quantity or
volume of the goods, the value-added tax shall be based on the landed cost
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plus excise taxes, if any; Provided, further, That the President, upon the
recommendation of the Secretary of Finance, shall, effective January 1, 2008,
raise the rate of the value-added tax to twelve percent (12%), after any of the
following conditions has been satisfied:]

[(i) Value-added tax collection as a percentage of Gross Domestic
Product (GDP) of the previous year exceeds two and four-fifth percent
(2 4/5%); or]

[(ii) National government deficit as a percentage of GDP of the
previous year exceeds one and one-half percent (1 1/2%).]

“(B) Transfer of Goods by Tax-Exempt Persons. - In the case of tax—ﬁ:ee
importation of goods into the Philippines by persons, entities or agencies
exempt from tax wherein such goods are subsequently sold, transferred or
exchanged in the Philippines to nom-exempt persons or entities, the
purchasers, transferees, or recipients shall be considered the importers thereof,
who shall be liable for any internal revenue tax on such importation. The tax
due on such importation shall constitute a lien on the goods superior to all
charges or liens on the goods, irrespective of the possessor thereof.”

SEC. 4. Section 108 of the same Code is hereby amended to read as follows:

“SEC. 108. [Value-Added] VALUE SIMPLIFIED Tax on Sale of Services
and Use or Lease of Properties. -

“(A) Rate and Base of Tax. - There shall be levied, assessed and collected, a
[value-added] VALUE SIMPLIFIED tax equivalent to [ten percent (10%)]
SIX PERCENT (6%) of gross receipts derived from the sale or exchange of
services, including the use or lease of properties. [Provided, That the
President, upon the recommendation of the Secretary of Finance, shall,
effective January 1, 2006 raise the rate of value-added tax to twelve percent
{12%), after any of the following conditions has been satisfied:]

[(i) Value-added tax collection as a percentage of Gross Domestic
Product (GDP) of the previous year exceeds two and four-fifth percent
(2 4/5%); or]

[(i}) Mational government deficit as a percentage of GDP of the
previous year exceeds one and one-half percent (1 1/2%).]

The phrase “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 performed or rendered by construction and
service contractors, stock, real estate, commercial, customs and immigration
brokers, lessors of property, whether personal or real; warchousing services;
lessors or distributors of cinematographic films; persons engaged in milling,
processing, manufacturing or repacking goods for others; proprietors,
operators or keepers of hotels, motels, resthouses, pension houses, inns,
resorts; proprietor or operators of restaurants, refreshment parlors, cafes and
other eating places, including clubs and caterers; dealers in securities: lending
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investors; transportation contractors on their transport of goods or cargoes,
including persons who transport goods or cargoes for hire and other domestic
common carriers by land relative to their transport of goods or cargoes;
common carriers by air and sea relative to their transport of passengcrs,_gunds
or cargoes from one place in the Philippines 1o a‘nulher |:~la1ce_m the
Philippines; sales of electricity by generation companies, transmission a_md
distribution companies; telephone and telegraph, radio and tc!t:wsmn
broadeasting and all other franchise grantees except those under Section 119
of the Code and non-life insurance companies (except their crop msure?nucs]
including surety, fidelity, indemnity and bonding companies; and 5:1miiar
services regardless of whether or not the performance thereof calls for the
exercise or use of the physical or mental faculties. The phrase ‘sale or
exchange of services' shall likewise include:

(1) The lease or the use of or the right or privilege to usc any
copyright, patent, design or model, plan secret formula or process,
goodwill, trademark, trade brand or other like property or right;

(2) The lease of the use of, or the right to use of any industrial,
commercial or scientific equipment;

(3) The supply of scientific, technical, industrial or commercial
knowledge or information;

{(#4) The supply of any assistance that is ancillary and subsidiary to and
is furnished as a means of enabling the application or enjoyment of any
such property, or right as is mentioned in subparagraph (2) or any such
knowledge or information as is mentioned in subparagraph (3);

(5) The supply of services by a nonresident person or his employee in
connection with the use of property or rights belonging to, or the
installation or operation of any brand, machinery or other apparatus
purchased from such nonresident person.

(6) The supply of technical advice, assistance or services rendered in
connection with technical management or administration of any
scientific, industrial or commercial underiaking, venture, project or
scheme;

(7) The lease of motion picture films, films, tapes and discs; and

(8) The lease or the use of or the right to use radio, television, satellite
transmission and cable television time.

“Lease of properties shall be subject o the tax herein imposed irrespective of
the place where the contract of lease or licensing agreement was executed if
the property is leased or used in the Philippines.

“The term "zross receipts” means the total amount of money or its equivalent
representing the contract price, compensation, service fee. rental or rovalty,
including the amount charged for materials supplied with the services and
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deposits and advanced payments actually or constructively received during the
taxable quarter for the services performed or to be performed for another
person, excluding [value-added] VALUE SIMPLIFIED tax.

[(B) Transactions Subject to Zero Percent (0%) Rate. - The following se_rviccs
performed in the Philippines by V AT-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
Pilipinas (BSP);]

[(2) Services other than those mentioned in the preceding paragraph rendered
to a person engaged in business conducted outside the Philippines or to a
nonresident person not engaged in business who is outside the Philippines
when the services are performed, the consideration for which is paid for in
acceptable foreign currency and accounted for in accordance with the rules and
regulations of the Bangko Sentral ng Pilipinas (BSP):]

[(3) Services rendered to persons or entities whose exemption under special
laws or international agreements to which the Philippines is a signatory
effectively subjects the supply of such services to zero percent (0%) rate;]

[(4) Services rendered to persons engaged in international shipping or
international air transport operations, including leases of property for use
thereof})

[(5) Services performed by subcontractors and/or contractors in processing,
converting, or manufacturing goods for an enterprise whose export sales
exceed seventy percent (70%) of total annual production;]

[(6) Transport of passengers and cargo by air or sea vessels from the
Philippines to a foreign country; and]

[(7) Sale of power or fuel generated through renewable sources of energy such
as, but not limited to, biomass, solar, wind, hydropower, geothermal, ocean
energy, and other emerging energy sources using technologies such as fuel
cells and hydrogen fuels. ]

SEC. 5. Section 109 of the same Code is hereby amended to read as follows:

“SEC. 109. Exempt Transactions. - The following shall be exempt
from the [value-added] VALUE SIMPLIFIED tax:

[(1) Subject to the provisions of Subsection (2) hereof, the following
transactions shall be exempt from the value-added tax:]

“(A) Sale or importation of agricultural and marine food products in their
original state, livestock and poultry of a kind generally used as, or yielding
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or producing foods for human consumption, and breeding stoek and genetic
materials therefor;

“Products classified under this paragraph shall be considered in their original
state even il they have undergone the simple processes of preparation or
preservation for the market, such as freezing, drying, salting broiling,
roasting, smoking or stripping. Polished and/or husked rice, corn grits, raw
cane sugar and molasses, ordinary salt, and copra shall be considered in their
original state;

“(B) Sale or importation of fertilizers; seeds, seedlings and fingerlings; fish,
prawn, livestock and poultry feeds, including ingredients, whether locally
produced or imported, used in the manufacture of finished fees (except
specialty feeds for race horses, fighting cocks, aquarium fish, zoo animals
and other animals generally considered as pets);

“(C) Importation of personal and household effects belonging to the residents
of the Philippines returning from abroad and nonresident citizens coming to
resettle in the Philippines: Provided, That such goods are exempt from
customs duties under the Tariff and Customs Code of the Philippines;

“(D) Importation of professional instruments and implements, wearing
apparel, domestic animals, and personal houschold effects (except any
vehicle, vessel, aircraft, machinery other goods for use in the manufacture
and merchandise of any kind in commercial quantity) belonging to persons
coming to settle in the Philippines, for their own use and not for sale, barter
or exchange, accompanying such persons, or arriving within ninety (90) days
before or afier their arrival, upon the production of evidence satisfactory to
the Commissioner, that such persons are actually coming to settle in the
Philippines and that the change of residence is bona fide:

“(E) Services subject to percentage tax under Title V;

“(F) Services by agricultural contract growers and milling for others of palay
into rice, corn into grits and sugar cane into raw sugar;

*(G) Medical, dental, hospital and veterinary services except those rendered
by professionals;

“(H) Educational services rendered by private educational institutions, duly
accredited by the Department of Education (DEPED), the Commission on
Higher Education (CHED), the Technical Education And Skills Development
:ﬁufhr:brity (TESDA) and those rendered by government educational
institutions;

(1) Services rendered by individuals pursuant to an employer-employee
relationship;

“(J) Services rendered by regional or area headquarters established in the
Philippines by multinational corporations which act as supervisory,
communications and coordinating centers for their alliliates, subsidiaries or
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branches in the Asia-Pacific Region and do not earn or derive income from
the Philippines:

“(K) Transactions which are exempt under international agreements to which
the Philippines is a signatory or under special laws, except those under
Presidential Decree No. 529;

“(L) Sales by agricultural cooperatives duly registered with the Cooperative
Dﬂv&iﬂpméllt Authority to their members as well as sale of their produce,
whether in its original state or processed form, to non-members; their
importation of direct farm inputs, machineries and equipment, including spare
parts thereof, to be used directly and exclusively in the production and/or
processing of their produce;

“(M) Gross receipis from lending activities by credit or multi-purpose
cooperatives duly registered with the Cooperative Development Authority;

“(N) Sales by non-agricultural, non-electric and non-credit cooperatives duly
registered with the Cooperative Development Authority: Provided, That the
share capital contribution of each member does not exceed [Fifteen Thousand
Pesos (P15,000)] FIFTY THOUSAND PESOS (P50,000.00) and regardless
of the ageregate capital and net surplus ratably distributed among the
members;

() Export sales by persons who are not [VAT] VAST-registered;

“(P) Sale of real properties not primarily held for sale to customers or held for
lease in the ordinary course of trade or business, or real property utilized for
low-cost and socialized housing as defined by Republic Act No. 7279,
otherwise known as the Urban Development and Housing Act of 1992, and
other related laws, residential lot valued at [One million five hundred
thousand pesos (P1,500,0007] TWO MILLION FIVE HUNDRED
THOUSAND PESOS (P2,500,000) and below, house and lot, and other
residential dwellings valued at [Two million five hundred thousand pesos
{P2,500,000)] THREE MILLION FIVE HUNDRED THOUSAND PESOS
(P3,500,000) and below: Provided, That not later than [January 31, 2009]
JANUARY 31, 2012 and every three (3) years thercafter, the amounts herein
stated shall be adjusted io their present values using the Consumer Price
Index, as published by the National Statistics Office (NSO);

“((2) Lease of a residential unit with a monthly rental not exceeding [Ten
thousand pesos (P10,000)] TWENTY THOUSAND PESOS (P20,000)
Provided, That not later than [January 31, 2009] JANUARY 31, 2012 and
every three (3) years thereafter, the amount herein stated shall be adjusted to

its present value using the Consumer Price Index as published by the National
Statistics OTice (NSO);

“(R) Sale, importation, printing or publication of books and any newspaper,
magazine, review or bulletin which appears at regular intervals with fixed
prices for subscription and sale and which is not devoted principally to the
publication of paid advertisements;
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“(8) Sale, importation or lease of passenger or cargo vessels and aircraft,
including engine, equipment and spare parts thereof for domestic or
international transport operations;

“(T) Importation of fuel, goods and supplies by persons engaged in
international shipping or air transport operations;

“(U) Services of banks, non-bank financial intermediaries performing quasi-
banking functions, and other non-bank financial intermediaries; and

“(V) SALE AND ACTUAL SHIPMENT OF GOODS FROM THE
PHILIPPINES TO A FOREIGN COUNTRY, IRRESPECTIVE OF ANY
SHIPPING ARRANGEMENT THAT MAY BE AGREED UPON WHICH
MAY INFLUENCE OR DETERMINE THE TRANSFER OF OWNERSHIP
OF THE GOODS SO EXPORTED AND PAID FOR IN ACCEPTABLE
FOREIGN CURRENCY OR ITS EQUIVALENT IN GOODS OR
SERVICES, AND ACCOUNTED FOR IN ACCORDANCE WITH THE
RULES AND REGULATIONS OF THE BANGKO SENTRAL NG
PILIPINAS (BSP);

“(W) SALE OF RAW MATERIALS OR PACKAGING MATERIALS TO A
MNONRESIDENT BUYER FOR DELIVERY TO A RESIDENT LOGCAL
EXPORT-ORIENTED ENTERPRISE TO BE USED IN
MANUFACTURING, PROCESSING, PACKING OR REPACKING IN THE
PHILIPPINES OF THE SAID BUYER'S GOODS AND PAID FOR IN
ACCEPTABLE FOREIGN CURRENCY AND ACCOUNTED FOR IN
ACCORDANCE WITH THE RULES AND REGULATIONS OF THE
BANGKO SENTRAL NG PILIPINAS (BSP);

(X)) SALE OF RAW MATERIALS OR PACKAGING MATERIALS TO
EXPORT-ORIENTED ENTERPRISE WHOSE EXPORT S5ALES EXCEED
SEVENTY PERCENT (70%) OF TOTAL ANNUAL PRODUCTION;

“(Y) SALE OF GOLD TO THE BANGKO SENTRAL NG PILIPINAS
(BSP):

*(£) SALES UNDER EXECUTIVE ORDER NO. 226, OTHERWISE
ENOWN AS THE OMNIBUS INVESTMENT CODE OF 1987, AND
OTHER SPECIAL LAWS;

“AA) SALE OF GOODS, SUPPLIES, EQUIPMENT AND FUEL TO
PERSONS  ENGAGED IN INTERNATIONAL SHIPPING OR
INTERNATIONAL AIR TRANSPORT  OPERATIONS;

“(BB) SALE TO A NONRESIDENT OF GOODS, EXCEPT THOSE
MENTIONED IN SECTIONS 149 AND 150, ASSEMBLED OR
MANUFACTURED IN THE PHILIPPINES FOR DELIVERY TO A
RESIDENT OF THE PHILIPPINES, PAID FOR IN ACCEPTABLE
FOREIGN CURRENCY AND ACCOUNTED FOR IN ACCORDANCE

10
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WITH THE RULES AND REGULATIONS OF THE BANGKO SENTRAL
MG PILIPINAS (BSP);

“(CC) SALES TO PERSONS OR ENTITIES WHO ARE ENTITLED TO
EXEMPTION UNDER SPECIAL LAWS OR INTERNATIONAL
AGREEMENTS TO WHICH THE PHILIPPINES IS A SIGNATORY;

“(DD) 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 PILIPINAS (BSP);

“(EE} SERVICES OTHER THAN THOSE MENTIONED IN THE
PRECEDING PARAGRAPH RENDERED TO A PERSON ENGAGED IN
BUSINESS CONDUCTED OUTSIDE THE PHILIPPINES OR TO A
NONRESIDENT PERSON NOT ENGAGED IN BUSINESS WHO 1S
OUTSIDE THE PHILIPPINES WHEN THE SERVICES ARE
PERFORMED, THE CONSIDERATION FOR WHICH IS PAID FOR IN
ACCEPTABLE FOREIGN CURRENCY AND ACCOUNTED FOR IN
ACCORDANCE WITH THE RULES AND REGULATIONS OF THE
BANGKO SENTRAL NG PILIPINAS (BSP).

“(FF) SERVICES RENDERED TO PERSONS OR ENTITIES WHO ARE
ENTITLED TO EXEMPTION UNDER SPECIAL LAWS OR
INTERNATIONAL AGREEMENTS TO WHICH THE PHILIPPINES IS A
SIGNATORY;

“(GG) SERVICES RENDERED TO PERSONS ENGAGED IN
INTERNATIONAL SHIPPING OR INTERNATIONAL AIR TRANSPORT
OPERATIONS, INCLUDING LEASES OF PROPERTY FOR USE
THEREOF:

“(HH) SERVICES PERFORMED BY SUBCONTRACTORS AND/OR
CONTRACTORS IN PROCESSING, CONVERTING, OR
MANUFACTURING GOODS FOR AN ENTERPRISE WHOSE EXPORT
SALES EXCEED SEVENTY PERCENT (70%) OF TOTAL ANNUAL
PRODUCTION;

“(II) TRANSPORT OF PASSENGERS AND CARGO BY AIR OR SEA
VESSELS FROM THE PHILIPPINES TO A FOREIGN COUNTRY:

“(JJ) SALE OF POWER OR FUEL GENERATED THROUGH
RENEWABLE SOURCES OF ENERGY SUCH AS, BUT NOT LIMITED
TO, BIOMASS, SOLAR, WIND, HYDROPOWER, GEOTHERMAL,
OCEAN ENERGY, AND OTHER EMERGING ENERGY SOURCES
ll:lsngLg TECHNOLOGIES SUCH AS FUEL CELLS AND HYDROGEN

11
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“(KK) PRIVILEGES GRANTED TO SENIOR CITIZENS UNDER
REPUBLIC ACT NO. 9994 WHICH TOOK EFFECT ON FEBRUARY 15,
2010; PROVIDED, THAT SUCH EXEMPT SALES OF GOODS AND
SERVICES TO SENIOR CITIZENS TEREUNDER SHALL LIKEWISE
EXTEND TO RETIRED PUBLIC SCHOOL TEACHERS WHO HAVE
RENDERED AT LEAST THIRTY (30) YEARS OF SERVICE, OFFICERS
AND PERSONNEL OF THE MILITARY AND THE PHILIPPINE
NATIONAL POLICE;

[(V)] “(LL) Sale or lease of goods or properties or the performance of services
other than the transactions mentioned in the preceding paragraphs, the gross
annual sales and/or receipts do not exceed the amount of [One million five
hundred thousand pesos (P1,500,000)] TWO MILLION FIVE HUNDRED
THOUSAND PESOS (P2,500,000) Provided, That not later than [January 31,
2009] JANUARY 31, 2012 and every three (3) years thereafter, the amount
herein stated shall be adjusted to its present value using the Consumer Price
Index as published by the National Statistics Office (NSO);

[(2) A VAT-registered person may elect that subsection (1) not apply to its
sale of goods or propertics or services; Provided, That an clection made under
this subscction shall be irrevocable for a period of three (3) years from the
quarter the election was made.]

SEC. 6. Scction 110 of the same Code is hereby amended to read as follows:
¥SEC. 110. NO TAX CREDIT MECHANISM. - ANY TAX CREDIT
MECHANISM OR SCHEME SHALL NOT BE ALLOWED UNDER THE
VALUE SIMPLIFIED TAX.
[Sec. 110. Tax Credits. -
[(A) Creditable Input Tax, -
[(1}) Any input tax evidenced by a VAT invoice or official receipt
issued in accordance with Section 113 hereof on the following
transactions shall be creditable against the output tax:]
[(a) Purchase or importation of goods:]
[(i) For sale; or]
[(ii) For conversion into or intended to form part of a

finished product for sale including packaging materials;
or]

[(iii) For use as supplies in the course of business; or]

[(iv) For use as materials supplied in the sale of service:
or]

12
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[(v} For use in trade or business for which deduction for
depreciation or amortization is allowed under this
Code.]

[(b) Purchase of services on which a value-added tax has
actually been paid.]

[(2) The input tax on domestic purchase or importation of goods or
properties by a VAT-registered person shall be creditable:]

[(a) To the purchaser upon consummation of sale and on
importation of goods or properties; and]

[(b) To the importer upon payment of the value-added tax prior
to the release of the goods from the custody of the Bureau of
Customs. Provided, That the input tax on goods purchased or
imported in a calendar month for use in trade or business for
which deduction for depreciation is allowed under this Code,
shall be spread evenly over the month of acquisition and the
fifty-nine (59) succeeding months if the aggregate acquisition
cost for such goods, excluding the VAT component thereof,
exceeds One million pesos (P1,000,000): Provided, however,
That if the estimated useful life of the capital good is less than
five (5) years, as used for depreciation purposes, then the input
VAT shall be spread over such a shorter period: Provided,
finally, that in the case of purchase of services, lease or use of
properties, the input tax shall be creditable to the purchaser,
lessee or licensee upon payment of the compensation, rental,
royalty or fee.]

[(3) A VAT-registered person who is also engaged in transactions not
subject to the value-added tax shall be allowed tax credit as follows:]

[(a) Total input tax which, can be directly attributed to
transactions subject to value-add tax; and)

[(b) A ratable portion of any input tax which cannot be directly
attributed to either activity.]

[The term "input tax’ means the value-added tax due from or paid by a VAT-
registered person in the course of his trade or business on importation of goods
or local purchase of goods or services, including lease or use of property, from
a VAT-registered person. It shall also include the transitional input tax
determined in accordance with Section 111 of this Code.]

[ The term "output tax’ means the value-added tax due on the sale or lease of
taxable goods or properties or services by any person registered or required to
register under Section 236 of this Code.]

[(B) Excess Output or Input Tax. - If at the end of any taxable quarter the

I3
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output tax exceeds the inpul tax, the excess shall be paid by the VAT-
registered person. If the input tax exceeds the output tax, the excess sl}all be
carried over to the succeeding quarter or quarters: Provided, That the mpul tax
inclusive of input VAT carried over from the previous quarter that may be
credited in every guarter shall not exceed seventy percent (70%) of the output
VAT: Provided, however, That any input tax attributable to zero-rated sales by
a VAT-registered person may at his option be refunded or credited against
other internal revenue taxes, subject to the provisions of Section 112.]

[(C) Determination of Creditable Input Tax. - The sum of the excess input tax
carried over from the preceding month or quarter and the input tax creditable
to a VAT-registered person during the taxable month or quarter shall be
reduced by the amount of claim for refund or tax credit for value-added tax
and other adjustments, such as purchase returns or allowances and input tax
attributable to exempt sale.]

[The claim for tax credit referred to in the foregoing paragraph shall include
not only those filed with the Bureau of Internal Revenue but also those filed

with other government agencies, such as the Board of Investments and the
Burcau of Customs.]

SEC. 7. Secctions 111 and 112 of the same Code are hereby repealed.
SEC. 8. Section 113 of the Code is hereby amended to read as Tollows:

“SEC. 113. Invoicing and Accounting Requirements for [VAT-Registered]
VAST-REGISTERED Persons. -

"(A) Invoicing Requirements. - A [VAT] VAST-registered person shall issue:

(1) A [VAT] VAST invoice for every sale, barter or exchange of goods
or properties; and

(2) A [VAT] VAST official receipt for every lease of goods or
properties, and tor every sale, barter or exchange of services.

"(B) Information Contained in the [VAT] VAST Invoice or [VAT] VAST
Official Receipt. - The following information shall be indicated in the [VAT]
VAST invoice or [VAT] VAST official receipt:

(1) A statement that the seller is a [VAT] VAST-registered person,
followed by his taxpayer's identification number (TIN);

(2) The total amount which the purchaser pays or is obligated to pay to
the seller with the indication that such amount includes the [value-
added] VALUE SIMPLIFIED tax: Provided, That:

(a) The amount of the tax shall be shown as a separate item in
the invoice or receipt; AND

(b) If the sale is exempt from [value-added tax] VALUE

14
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SIMPLIFIED TAX, the term ["VAT-exempt sale"] VAST-
EXEMPT SALE shall be written or printed prominently on the
invoice or receipt [3].

[(c) If the sale is subjcct to zero percent (0%) value-added tax,
the term "zero-rated sale” shall be written or printed
prominently on the invoice or receipt;]

[(d) If the sale involves goods, properties or services some of
which are subject to and some of which are VAT zero-rated or
V AT-exempt, the invoice or receipt shall clearly indicate the
breakdown of the sale price between its taxable, exempt and
zero-rated components, and the calculation of the value-added
tax on each portion of the sale shall be shown on the invoice or
receipt: "Provided, That the seller may issue separale invoices
or receipts for the taxable, exempt, and zero-rated components
of the sale.]

(3) The date of transaction, quantity, unit cost and description of the
goods or properties or nature of the service; and

(4) In the case of sales in the amount of one thousand pesos (P1,000)
or more where the sale or transfer is made to a [VAT] VAST-
registered person, the name, business style, if any, address and
taxpayer identification number (TIN) of the purchaser, customer or
client.

*(C) Accounting Requirements. - Notwithstanding the provisions of Section
233, all persons subject to the [value-added tax] VALUE SIMPLIFIED TAX
under Sections 106 and 108 shall, in addition to the regular accounting records
required, maintain a subsidiary sales journal and subsidiary purchase journal
on which the daily sales and purchases arve recorded. The subsidiary journals
shall contain such information as may be required by the Secretary of Finance.

"(D) Consequence of Issuing Erroneous [VAT] VAST Invoice or [VAT)]
VAST Official Receipt. -

(1) I a person who is not a [VAT] VAST-registered person issues an
invoice or receipt showing his Taxpayer Identification Number (TTN),
followed by the word ["VAT"] “VAST":

[(a}] The issuer shall, in addition to any liability to other
percentage laxes, be liable to:

(i) The tax imposed in Section 106 or 108 [without the
benefit of any input tax credit]; and

(i) A 50% surcharge under Section 248 (B) of this
Code;

15
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[{b) The VAT shall, if the other requisite information required
under Subsection (B) hereof is shown on the invoice or receipt,
be recognized as an input tax credit to the purchaser under
Section 110 of this Code. |

(2) If a [VAT] VAST-registered person issues a [VAT] VAST invoice
or [VAT] VAST official receipt for a [VAT] VAST-cxempt
transaction, but fails to display prominently on the invoice or receipt
the term "[VAT] VAST-exempt Sale", the issuer shall be liable to
account for the tax imposed in Section 106 or 108 as if Section 109 did

not apply.

“(E) Transitional Period. - [Notwithstanding Subsection (B) hereol, taxpayers
may continue to issue VAT invoices and VAT official receipts for the period
July 1, 2005 to December 31, 2005 in accordance with Bureau of Internal
Revenue administrative practices that existed as of December 31, 2004.]

THE SECRETARY OF FINANCE, IN CONSULTATION WITH THE
CONGRESSIONAL OVERSIGHT COMMITTEE, SHALL PROMULGATE
THE NECESSARY RULES AND REGULATIONS WITHIN THIRTY (30)
DAYS FROM THE EFFECTIVITY OF THIS ACT RELATIVE TO
UNUSED TAX CREDITS, WHICH SHALL, WITHIN ONE (1) YEAR
UPON PROMULGATION OF SAID RULES AND REGULATIONS, BE
ALLOWED AS A DEDUCTION FROM THE GROSS INCOME OF THE
TAXPAYER IN COMPUTING THE INCOME TAX DUE.

SEC. 9. Section | 14 of the Code is hereby amended to read as follows:

“SEC. 114, Return and Payment of [Value-Added] VALUE SIMPLIFIED Tax. -

"(A) In General. - Every person liable to pay the [valuc-added] VALUE
SIMPLIFIED tax imposed under this Title shall file a quarterly return of the
amount of his gross sales or receipts within twenty-five (25) days following
the close of each taxable quarter prescribed for each taxpayer: Provided
however, That [VAT] VAST-registered persons shall pay the [value-added]
YVALUE-SIMPLIFIED lax on a monthly basis.

"Any person, whose registration has been cancelled in accordance with
Section 236, shall file a return and pay the tax duc thereon within twenty-five
(25) days from the date of cancellation of registration: Provided, That only one
consolidated return shall be filed by the taxpayer for his principal place of
business or head office and all branches.

"(B) Where to File the Return and Pay the Tax. - Except as the Commissioner
otherwise permits, the return shall be filed with and the tax paid to an
authorized agent bank, Revenue Collection Officer or duly authorized city or
municipal Treasurer in the Philippines located within the revenue district
where  the taxpayer is registered or required to  register,

"(C) Withholding of [Value-Added] VALUE SIMPLIFIED Tax. - The
Government or any of its political subdivisions, instrumentalities or agencies,

16
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including government-owned or -controlled corporations (GOCCs) st}ail,
before making payment on account of each purchase of goods ar_ld services
which are subject to the [value-added] VALUE SIMPLIFIED tax imposed in
Sections 106 and 108 of this Code, deduct and withhold a final [vaiue—addcd]
VALUE SIMPLIFIED tax at the rate of [five percent (5%)] SIX PERCENT
(6%) of the gross payment thereof: Provided, That the payment for Eﬂfls& or
use of properties or property rights to nonresident owners shall be subject to
[ten percent (10%) withholding tax at the time of payment] A FINAL
VALUE-SIMPLIFIED TAX AT THE RATE OF SIX PERCENT (6%)
THEREOF. For purposes of this Section, the payor or person in control of the
payment shall be considered as the withholding  agent.

"The [value-added] VALUE SIMPLIFIED tax withheld under this Section
shall be remitted within ten (10) days following the end of the month the
withholding was made."

SEC. 10. Section 115 of the Code is hereby amended to read as follows:

“SEC. 115, Power of the Commissioner to Suspend the Business Operations
of a Taxpayer. - The Commissioner or his authorized representative is hereby
empowered  to suspend the business operations and temporarily close the
business establishment of any person for any of the following violations.

“(a) In the case of a [VAT] VAST-registered Person. -
(1) Failure to issue receipts or invoices;

(2) Failure to file a [value-added] VALUE SIMPLIFIED tax
return as required under Section 114; or

(3) Understatement of taxable sales or receipts by thirty percent
(30%) or more of his correct taxable sales or receipts for the
taxable quarter.”

“(b) Failure of any Person Lo Register as Required under Section 236. -
The temporary closure of the establishment shall be for the duration of
not less than five (5) days and shall be lifted only upon compliance
with whatever requirements prescribed by the Commissioner in the
closure order.”

SEC. 11. Section 116 of the Code is hereby amended to read as follows:

“Sec. 116 Tax on Persons Exempt from [Value-Added] VALUE
SIMPLIFIED Tax [(VAT)] (VAST). — Any person whose sales or receipts are
exempt under Section 109 [(V)] (LL) of this Code from the payment of [value-
added] VALUE SIMPLIFIED tax and who is not a [VAT] VAST-registered
person shall pay a tax equivalent to three (3%) percent of his gross quarterly
sales or receipts: Provided, That cooperatives shall be exempt from the three
percent (3%) gross receipts tax herein imposed.

SEC. 12. Section 236 of the same Code is hereby amended to read as follows:

17
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“SEC. 236. Registration Requirements. —

"(A) Requirements. - Every person subject to any internal revenue tax shall
register once with the appropriate Revenue District Officer:

"(1) Within ten (10) days from date of employment, or

"(2) On or before the commencement of business, or
"(3) Before payment of any tax due, or

n(4) Upon filing of a return, statement or declaration as required in this
Code.

"The registration shall contain the taxpayer's name, style, place of mgidcqce,
business, and such other information as may be required by the Commissioner
in the form prescribed therefor.

"A person maintaining a head office, branch or facility shall register with the
Revenue District Officer having jurisdiction over the head office, branch or
facility. For purposes of this Section, the term 'facility’ may include but not be
limited to sales outlets, places of production, warehouses or storage places.

"(B) Annual Registration Fee. - An annual registration fee in the amount of
Five hundred pesos (P300) for every separate or distinct establishment or
place of business, including facility types where sales transactions occur, shall
be paid upon registration and every year thereafter on or before the last day of
January: Provided, however, That cooperatives, individuals earning purely
compensation income, whether locally or abroad, and overseas workers are not
liable to the registration fee herein imposed.

"The registration fee shall be paid to an authorized agent bank located within
the revenue district, or to the Revenue Collection Officer, or duly authorized
Treasurer of the city or municipality where each place of business or branch is
registered.

"{C) Registration of Each Type of Internal Revenue Tax. - Every person who
is required to register with the Burean of Internal Revenue under Subsection
(A) hereof, shall register each type of internal revenue tax for which he is
obligated, shall file a return and shall pay such taxes, and shall update such
registration of any changes in accordance with Subsection (E) hereof.,

"(D3) Transfer of Registration. - In case a registered person decides to transfer
his place of business or his head office or branches, it shall be his duty to
update his registration status by filing an application for registration
information update in the form prescribed therefor.

"(E) Other Updates. - Any person registered in accordance with this Section
shall, whenever applicable, update his registration information with the
Revenue District Office where he is registered, specifying therein any change
in tax type and other taxpayer details.

18



"(F) Cancellation of Registration. -

(1) General Rule. - The registration of any person who ceases to be
liable to a tax type shall be cancelled upon filing with the Revenue
District Office where he is registered, an application for registration
information update in a form prescribed therefor;

(2) Cancellation of [Value-Added] VALUE SIMPLIFIED Tax
Registration. - A [VAT] VAST-registered person may cancel his

a'ﬁmumu..pum._-

11 registration for [VAT] VAST if:

12

13 (a) He makes written application and can demonstrate to the

14 Comimissioner's satisfaction that his gross sales or receipts for

15 the following twelve (12) months, other than those that are

16 exempt under Section 109 (A) TO [(L)] (KK), will not exceed

17 [One million five hundred thousand pesos (P1,500,000)] TWO

18 MILLION FIVE HUNDRED THOUSAND PESOS

19 (P2,500,000); or

20

21 {b) He has ceased to carry on his trade or business, and does not

22 expect o recommence any trade or business within the next

23 twelve (12) months.

24

25 “The cancellation of registration will be effective from the first day of

26 the following month.

27

28 *(G) Persons Required to Register for [Value-added] VALUE SIMPLIFIED

29 Tax, -

30

31 (1) Any person who, in the course of trade or business, sells, barters or

32 exchanges goods or properties, or engages in the sale or exchange of

33 services, shall be liable to register for [Value-added] VALUE

34 SIMPLIFIED tax if:

35

36 (a) His gross sales or receipts for the past twelve (12) months,

37 other than those that are exempt under Section 109 (A) to [(U)]

38 (KK), have exceeded [One million five hundred thousand pesos

39 (P1,500,0000] TWO  MILLION FIVE HUNDRED

jﬂ THOUSAND PESOS (P2,500,000); or
|

42 (b) There are reasonable grounds to believe that his gross sales
3 or receipts lor the next twelve (12) months, other than those

44 that are exempt under Section 109 (A) to [(U)] (KK). will

45 exceed [One million five hundred thousand pesos

46 (P1,500,000)] TWO MILLION FIVE HUNDRED

jg THOUSAND PESOS (P2,500,000).

4}9 (2) Every person who becomes liable to be registered under paragraph

50 (1) of this Subsection shall register with the Revenue District Office

51 which has jurisdiction over the head office or branch of that person,
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and shall pay the annual registration fee prescribed in Subsection (B)
hereof. [If he fails to register, he shall be liable to pay the tax under
Title 1V as if he were a VAT-registered person, but without the benefit
of input tax credits for the period in which he was not properly
registered. ]

“(H) Optional Registration for [Value-added] VALUE SIMPLIFIED Tax of

Exempt Person. - (1) Any person who is not required to register for [Value-
added] VALUE SIMPLIFIED tax under Subsection (G) hercof may elect to
register for [Value-added] VALUE SIMPLIFIED tax by registering with the
Revenue District Office that has jurisdiction over the head office of that
person, and paying the annual registration fee in Subsection (B) hereof.

(2) Any person who elects to register under this Subsection shall not be
entitled to cancel his regisiration under Subsection (F)(2) for the next three (3)
years.

"For purposes of Title IV of this Code, any person who has registered [value-
added] VALUE SIMPLIFIED tax as a tax type in accordance with the
provisions of Subsection (C) hereof shall be referred to as a "[VAT] VAST-
registered person” who shall be assigned only one Taxpayer Identification
Mumber (TIN).
"(I} Supplying of Taxpayer Identification Number (TIN). - Any person
required under the authority of this Code to make, render or file a return,
statement or other document shall be supplied with or assigned a Taxpayer
Identitication Number (TIN) which he shall indicate in such return, statement
ot document filed with the Bureau of Internal Revenue for his proper
identification for tax purposes, and which he shall indicate in certain
documents, such as, but not limited to, the following:

(1) Sugar quedans, refined sugar release order or similar instruments;
(2) Domestic bills of lading;

(3) Documents to be registered with the Register of Deeds or
Assessor's Office;

(4) Registration certificate of transportation equipment by land, sea or
air;

(5) Documents to be registered with the Securities and Exchange
Commission;

(6) Building construction permits;

(7) Application for loan with banks, financial institutions, or other
financial intermediaries;

(8) Application for mayor's permit;

(9) Application for business license with the Department of Trade and
Industry; and

20



B L B o R T A R S

(10) Such other documents which may hereafter be required under
rules and regulations to be promulgated by the Secretary of Finance,
upon recommendation of the Commissioner.

"In cases where a registered taxpayer dies, the administrator or executor shall
register the estate of the decedent in accordance with Subsection (A) hereof
and a new Taxpayer ldentification Number (TIN) shall be supplied in
accordance with the provisions of this Section.

"In the case of a nonresident decedent, the executor or administrator of the
estate shall register the estate with the Revenue District Office where he is
registered: Provided, however; That in case such executor or administrator is
not registered, registration of the estate shall be made with and the Taxpayer
Identification Number (TIN) supplied by the Revenue District Office having
Jurisdiction over his legal residence.

"Only one Taxpayer Identification Number (TIN) shall be assigned to a
taxpayer. Any person who shall secure more than one Taxpayer Identification
Number shall be criminally liable under the provisions of Section 275 on
"Wiolation of Other Provisions of this Code or Regulations in General."

SEC. 13. Implementing Rules and Regulations. — The Secretary of Finance shall,

upon the recommendation of the Commissioner of Internal Revenue, promulgate the
necessary rules and regulations for the effective implementation of this Act.

SEC. 14. Separability Clause. — If any provision of this Act is declared invalid or

unconstitutional, other provisions hereof which are not affected thereby shall continue to be
in full force and effect.

SEC. 15. Repealing Clause. - All laws, presidential decrees, executive orders,

presidential proclamations, rules and regulations or parts thereof inconsistent with this Act
are hereby repealed or modified accordingly.

SEC. 16. Effectivity. - This Act shall take effect fifteen (15) days after its complete

publication in the Official Gazette or in at least two (2) newspapers of general circulation.

APPROVED.
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HOUSE BILL NO, 385
(in substitution of House Bill No. 1970)

AN ACT IMPOSING A VALUE SIMPLIFIED TAX IN LIEU OF THE
VALUE-ADDED TAX AMENDING FOR THE PURPOSE TITLE IV
OF THE NATIONAL INTERNAL REVENUE CODE, AS AMENDED

Introduced by HON. HERMILANDO 1. MANDANAS
Committee Refarral: Committee on Ways and Means
Committee Chairperson: Hon. HERMILANDO I. MANDANAS
OBJECTIVES:

s To replace the Value-Added Tax (VAT) with the Value Simplified Tax (VASTY),
and

e« To establish a simple tax system that will reduce the discretion or
interpretation of tax applicability.
KEY PROVISIONS:

o Simplifies the tax system by applying a straight six percent (6%) tax on the
importation of goods and on the sale of goods and services;

* Reduces the VAT rate by fifty percent (50%), that is from twelve (12%) to six
percent (6%) of VAST;

« Retains all the exemptions under the VAT system and ftreats zero-rated
transactions as exempt from VAST;

e Increases further the exemptions under the VAST system by including all the
retired personnel of the AFP, PNP, Coast Guard and Customs Police, and
also retired public school teachers who served for not less than thirty (30)

years, or even earlier, in case retirement is due to injuries or sickness
suffered while in the line of duty;

« |Increases the threshold of exemption from VAST for small vendors and
sales/lease of real estate; and

+ Repeals the input tax credit and claims for presumptive VAT.

RELATED LAW:

e RA 8424 the National Internal Revenue Code of 1997, as amended.
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Republic of the Philippines g-;'\hﬁ(# 3
HOUSE OF REPRESENTATIVES o
Quezon City /%" RECEIVED

820 JL i
FIFTEENTH CONGRESS _
First Regular Session % 5, B ;

HOUSE BILLNO. _. {7} o

Introduced by Honorable HERMILANDC L MAMNDANAS
Second District, Batangas

EXPLANATORY NOTE

This bill seeks to amend the National Internal Revenue Code (NIRC)
of 1997, as amended, to institute the Value Simplified Tax system (VAST)
that will effectively substitute the highly unpopular and conplicated Value
Added Tax (VAT),

Without Congress being perceived to be attempting to increase taxes
imposed on the consumers or ultimate users of goods and services, this bill
airns o increase the collection of taxes under the NIRC of 1997, as amended

- by:

1.. Simplifying the taxation system; and

2. Reducing the discretion or interpretations of tax applicability that
increase temptation for corruption, and reduce the tax collection
efficiency of the Government.

The significant features of the bill are :

l. Reduction of the tax rate by fifty (50%) pt:n,em From  twelve
percent (129%) to six percent (6%); '

2. Allowing all the exemptions under the VAT system to continue
under the VAST;

- 3. Increasing further the exemptions under the VAST system by
including all the retired AFP, PNP, Coast Guards and Customs
Police, and also retired public school teachers who served over a

- period of not less than thirty (30) vyears, or even earlier, if
retirement is due to injuries or sickness suffered while in the line of
duty; and in addition, the threshold of the exempted maximim sale
to be subject to VAST be increased for small ve:ndcra and
sales/lease of real estates; '

4. Provisions applying three percent (3%) tax on sales amour ting 1o
Php 2.5 Million and below will continue;

-3. Repeal of the input tax and claims of presumptive VAT provisions,
which were found to be occasions of corruption, and causes of
material reduction in the expected tax collections of Governiment;



6. Establish the framework to facilitate further reduction in the VAST
rate through simplifications of the System and reduction of
complicated and discretionary tax provisions.

Motivated by the need to increase tax collections, impreve the
people’s perceplion regarding tax impoaitions by Government, system
that eliminates the scheme predisposed to leakages and loopholes,
avoid ‘occasion of corruption, and putting in place a more efficient
means to maximize the revenue take of the Government, approval of
this is earnestly sought.

IRMILANDO I. MANDANAS

T
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14

15 AN ACT

16 IMPO‘SINL A VALUR SIMPLIFIED TAX IN LIEU OF THE VALUE. ADDED TAX
17 AMENDING FOR THE PUPRPOSE TITLLE IV

18 OF THE NATIONAL INTERNAL REVENUE CODE OF 1997, A5 AMENDED
19
20
21 Be it enacted by the Senate and the Fouse of Representatives of the Ph:f{ppmc..!.
22 in Congress amembi’ed
23-
24 SECTION 1, Section 105 of the National Internal Revenue Code (NIR(C) is hercby
25 amended 1o read as follows:
26
27 “SEC. 105, Persons Liable, - Any person who, in the course of trade
28 or business, sells barters, exchanges, leases goods or properties, renders
29 services, and any person who imports poods shall be subject to the [value-
30 added tax {(VAT)] VALUE SIMPLIFIED TAX (VAST) imposed in Sections
31 106 to 108 of this Code,
32 N _

33 ~ “The [valuc-added tax] YALUE SIMPLIFIED TAX is an indirect tax
34 and the amount of may be shifted or passed on to the buyer, transferes or
35 lessee of the goods, properties or services, This rule shall likewise apply to
3 existing contracts of sale or lease of goods, properties or services at the time
37 of the effectivity of Republic Act No,.7716.
38
e “The phrese “in the course of trade or business™ menns the regular conduct or
40 pursuit of 2 commercial or an economic activity, including transactions
41 incidental thereto, by any person regardless of whether or not the person
42 engaged therein is h nonstock, nonprofit private organization (irrespective of
43 the disposition of its net income and whether or not it sells exclusively vo
44 members of their guests), or government entity. '
45 :
46 “The rule of regularity, to the contrary notwithstanding, services as defined in
47 this Code rendered in the Philippines by nonresident foreign persons shall be
48 _ considered as being rendered in the course of rade or business,™
49
S0 ' SECTION. 2. Section 106 of the NIRC is hereby amended to read as follows:,
3l .

a2 “SEC. 106. [Value-Added Tax] VALUE SIMPLIFIED TAX on Sals
38 of Goods or Properties, -
4 ' :
33 . "i{A) Rate and Base of Tax. - There shall be levied, assessed and collected on
56 every sale, barter or exchange of goods or properties [value-added] VALUE
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SIMPLIFIED tax equivelent to [ten percent (10%)] SIX PERCENT .{5%21 of
the gross selling price or gross value in money of the goods or properties sold,
bartered or cxchanged, such tax to be paid by the s=ller or transferor.
[Provided, That the President, upon the recommendation of the Secretary of
Finance, shall, effective January 1, 2006, raise the rate of value-added 1ax to
twelve percent {12%), after any of the following conditions hae been been

satisfied:

[(i} Value-added tax collection as a percentage of Gross Domestic
Product (GDP) of the previous year exceeds two and fous-fifth percent (2

4/5%); or)

[(ii) National government deficit as a percentage of GDP of the
previous year exceeds one and one-half percent (1 1/2%)]

{1} The term “goods” or “properties” shall mean all tangible and intangible
objects which are capable of pecuniary estimation and shall inelude:

{a) Real properties held primarily for sale 1o customers or held for
lease in the ordinary course of trade or business;

(b) The right or the privilege to use patent, copyright, design or model,
plan, secret formula or process, goodwill, ftrademark, tade brand or
other like property or right;

(¢) The right or the privilege to use in the Philippines of any industrial,
commercial or scientific equipment;

(d) The right or the privilege to use motion picture films, tapes and

discs; and :

(e) Radio, televizion, satellite tranamizsion and cable television time.

“The term “gross selling price” means the total amount of money or its
equivalent which the purchaser pays or is obligated to pay to the seller in

consideration of the sale, barter or exchange of goods or properties, excluding
the [valus-added] VALUE SIMPLIFIED tax. The sxcise tax, if any, on such

. goods or properties shall form part of the gross selling price.

[(2) The fhnc,wiﬁg.sai.;s by VAT-registered persons shall be [sﬁbjﬁ'ﬂ 0 2ET0
percent (0%) rate;]

[{a) Export Sales. - The term 'export sales' means:]

(1) The sale and actual shipment of goods frorn the Philippines
to a foreign country, irrespective of any shipping arrangement that
may be agreed upon which may influence or determine the transfer of
ownership of the goods so exported and paid for in acceptable foreign
currsney ot its equivalent in poods or services, and sccounted for in
accordance with the rules and regulations of the Bangko Sentral ng

Pilipinas (BSP);]

[(2} Sale of raw materials or packaging materials to &
nonrasident buyer for delivery to a resident loecal export-orient=d
enterprise to be used in manufacturing, processing, packing or
repacking in the Philippines of the said buyer's goods and paid.far in



52
53
54
55
56

i

acceptable foreign swraney and accounted for in accordince with the .
-rules and regulations of the angke Sentral ag Pilipines (13SP);]

{3y Hale of raw matedals or packaging materials to expost-
orieated enterprise whose Sxport sales exceed seventy purcant (T0%) -
of tal annna! producton; ) '

[{4) ale of golel o the Bang ko Sentral ﬁg Pilipinas (BSPY):)

[(5) Those consicered expor: sales under Executive Order No.
224, otherwise known ng the Omnitbus Invesimoent Code of 1987, and
other special lnws; and]

[(6). Thz sale of pocds, supplies, equipment and fusl to persons
engaged in internatioral shipping or interontiomal air trensport
operations’} : '

[(b) Foreign Currensy Denominated Sale, - The phms.;* “ﬂ:;nr.gn
currency-denominsted sale” means sale to a nonresidenmt of goeds, except
those mentioned in Szetinns 149 and 150, assembled or manufactired in the
Philippines for delivery to & resident of the Philippines, paid for in acceptabie
foreign currency and aceowatad for in accordance with the jules mnd
regulations of the Barpho Sentral ng Pilipinas (BSF).]

[(c) Sales to persens or entites whose exemptior: uecler special lavrs ot
international agreements to which the Philipyines is » simatory [effectively
subjects such sales to z=10 mtu'1. . .

Y lmnsa.n:uuns Dearaed ‘-mlﬂ - Thez following transactions shall be dﬂﬂmed
sale: - :

{1} Trunsfer, use or conmupption npt inthe courss of business of poods
or properties originally l.'l'lt.-]‘u.’td for =ale or for ise in the course. nf
‘numue:es* _ 5 '

(2) Distribution or transfer rafem to:

(a) Shaw‘m!mm or invesiors as share in the profite of the
[VAT} AGT-registerad persons; or

{h) Creditors in paymeal of deht:

{3} Consignment of goods if eciua! sale is not made within sixiy (60)
days following the date such zocds were consigned: and

(4} Retirement from o1 ciusadon of business with respset fo
inventories of taxable poods existing as of such retirernent or
cessation.

“(C) Chenges in or Cessation of Status of a [VAT]-VAST mg-iatél'::d persoIL -
The tax imposed in Subsecrion (4) of this Section shall also spply to zoods
disposed of or existing as of & cenain date i under circumstances to be
prescribed in rules and repulations 1o e *‘.rrnmulgatm:i by the Secretary of
Finance, upon recommendation of the Cerissiorer, the status of a person as
& [VAT] VAST-registered person charges or is terninated.



oo wun oales nscounts. - The value of goods ox
properties sold and subsequendy retwrned or for which allowances were
graited by B [VAT] VAST-registered persoa may be deducted from the gross
sales or receipts for the guditsr in which a refund is made or a credit
memorandum or refund is issued. Sales discount granted and indicated in the
invoice at the time of sale and Use grant of which does ot depend upon the
happening of a future event may be wxcluded from the gross sales Wlﬂnn the
same guarter it was given. :

LLJ Authosity of the Comunissioner to Dederaiine the Appropriate Tax Bese. -
The Commissioner shall, by rules and reguia:mna prescribed by the bmnmm'y

Ll ¥ BB [ NV, T RS

12 - of Finance, determine the approprists tax hase in cases where a transaction s
13 deemed a sale, barter or exchange of goods or properties under Subsection (E)
14 hereof, or where the cx 0ss gelling price is uneasonably Lywer 'Lh.ﬂ.[l the gotual
15 markel value,

16 - _ : :
17 SECTION 3. Section 107 of the same Code is hereby atended to reed as follows
18 -

149 ' *SEC. 103. fVﬂ.h.iE Added] 'V ﬁd_.! 'E SIMPLIFIED Tex on I.mpr}rldtmﬂ of
20 = i mad& : . :

2]

22 “{_#L} In General. - There shall be levied, assessed and collection on every
A3 imparation of goods a [value-added] VALUE SIMPLIFIED tax equivalent to
e : [ten percent [10%] SIX PERCENT (6] based on the total value used by the
25 Buresu of Customs in L!‘L‘tﬂl’ﬂlﬂ]iﬂl, terifl and costoms duties, plus rustoms
24, duties, excise taxes, if any, and other charges, such tax to be. paid by the
27 importer prior to the release of such goods from customs custody: [Provided,
28 That where the customs duties are determined on the basis of the quantity or
29 volume of the goods, the value-sdded tax shall be based on the landed cest
30 ; plus excise taxes, if anv; Provided, further, That the President, upon the
31 recommendation of the Secretary of Firance, shall, effective January 1, 2008,
1z raise the rate of the value-added inx to twelve pe cent {12%} after any of the
33 following conditions has been satinficc:]

. 34 .
35 [(iy Value-added tex collection e a perientage of' Gross Doraestic
36 ' - Product {GDE) of the previous yoer excecds two and four-fifth percert

3t . ' { 4/5%%); or]

18 _ .

ELU : [(ii) - Mational govermment defielt as a percentag: of GDF of the
40 _ previous year exceeds one aad onc-half percent (1 1/2940).]
41 2 2 o

42 “(B) Transfer of Goods by Tax-Exemp. Porsons, - In the cose of tax-free
43 importation of goods into the Philippings by persons, entities or agencies.
44 exempt from tax wheren such goods ae subsequently sold, transferred or
435 exchanged in  the - Pl‘mppms,s T non-GRempt persons ot entities, the
46 purchasers, Uanferees or recipients shall be considered the importers
47 thereof, who shall be liable for any intexnal 1evenas tax on such imporation,
48 _ The tax dve on such impaortation shall coestizute 8 Hen on the poods superior
49 to ali charges or liens on the goods, irespesive of the possessor thersof.

50

51 SECTION 4, Secton 108 of ﬂm s Code i Il!“"E‘b'f nmen:lrd o read as follows;
52

53 “SFC 108. {Value-Added] VALUE SIMPLIF 'EJ'] Tax on Sale of Servwes
4 and Usae o7 .r..-EﬂEB o “Pr{:—p&f‘tﬁes -

35

56 < "[A) Rate and Base of Tax. - 'I’h&re shall be leviad, sasgessed wul collected, a

57 © [value-added] VALUE SIMPLIFIED tax: wquivalen to [ten oecent (10%)]

]
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- s e Gy W AL REGEIPIS GET ivea mrow the sale or exchange of
services, including the tss ov lesse of properties, [Provided, That the
President, upon the rcu:mm::r-du.linn of the Secretary of Finance, shall,

. effective January 1, 2006 raise <he rate of value-added tax to twelve percent

(12%} after any of 111& following, condition: has been satisfied: _5|

6y Valug-added s colloction as a percertupes of Gross D-:rmﬂs'n-:
Praduet (G1DP) of the previous yoar seeeds two arui four-fifth pusrcsnt
(2 4/5%); or] :

[(ii} Nationael povemmeal deficit s a percentage of GDP of the
previous year ekceeds on: and one-half percent {1 1/2%).]

The phrase “sale oy exchange of services” means the pecformance of all kinds
of services in the Philippinzs for others for a fee, remuneration or
consideration, including those performed or rendered by construction and
service conractors, stock, real esiate, coneaercial, customs and immigralion
brokers, lessors of property, whether personal or real; warehousing services;
lessors or distributors of cinematographic 1ilms; persons engaped in milling,
processing, manafnciuring or repacking goods for others; proprietors,
operators or keepers of hotels, motels, rosthouses, pension houses, Inns,
resorts; proprietor or operatcrg of restauran s, refresiunent parlor:, eafes and.
other eating places, including clubs and caterers; dealers in securities; lending

- investors; transportation contrastors on their transport of goods or cargoes,

including persons whe wanspor goods or cirgoes for hire and other domestic
cornrnon carriers by land meladive to thelr transporl of goods or cargoss;
cornmon carriers by nir and sea relative to their transport of passengers, goods
or cargoes from oune place ia the Philippines to another place in the
Philippines; sales of electricity bv generation companies, transmission and
distribution, companies; teiephone and  tzlegraph, radio and television
broadeasting and all other frenchise grantees except those under Section 119

of the Cods and non-life insuranze companies {except their crop insurances)

including surety, fidelity, mdermity and bonding companies; and similar
services regardless of whether or nov the performance thereof calls for the
exercise or use of the physical or ments’ faculties. The phrase 'sale. or
exchange of services' ﬁml] likewise include; ST
(1) The lease or tbe use of or the right or privilege to use any
copyright, paient, design or model, plan secret formuls or process,
goodwill: trademark, trade brand or other like property or right;

(2) The lease of the uss of, or the right te use of any industrial,
commercial or seientific vcuipment;

(3) The supplvy of scientific, terhrucal mlmstnal or commercial
anvledgﬂ or information;

{4} The supply of any assistance that s ancillary and subsidiary ic and
is fumished as a means of enabling the application or enjoyment of any
such property, or right as iz mentioned in subpuragraph (2) or any such
knowledge or informarion us is mentioned in subparagraph.(5);

(5) The supply of services by a nonresident person or his employee in
connection with the use of property or rights belonging to, or the
instaliation or operation of’ any bran, machinery or other apparaius
purchased from such nonessident persen,
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43
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46
47
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#49
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thereof}]

(o) Lhe supaly of technical sdvice, assislance or services .1'f::|1ﬁ¢!;'lf:_d i
conneelion with technicsl ipanagerasnt. or administration of “any
scientific, u'ld“_:.,[ri_ﬁk or comrnercial undertaking, venture, project or
scheme; -

A7} The leass of motion piciwe films, {ilms, tapes end discs; and

(8) The lease or the use of or the right o use radio, television, satellite
transmission and cable television time

“Lease of properties shall be sthjact to the ts herein irnposed irrespective of

“the place where the coniract of lease or licening agreemsnt was ey e-::utsr.d if

the pmperty % leased or used in the Philippines.

“The term "gross rece:p’i‘ meEns tae total awsunt of raoney or ifs e m‘.«'&_f‘nt
representing the contract price. compensation, service fee, rental or royaly,

ingluding the amount charged for materiale upplied mfh the services mad.

deposits and advanced payments actually or constructively received during the
taxable quarter for the servicss performed o to be performed for anurhm

~ persou, excludmg [v&]ue. added” VALUR SIMPLIFIED tax.

[(B) Transactions Subjest to Zera Percent (094) Rate, - The following servicss

performed in the Philippines by VAT registerzd persons shall ba subject to

wero percent (0%) ratc ]

[(1) Processirg, manufacturing or repacking goods for other persons doing
business outside the Philippines which: gnnzls are subsequently exported,
where the services are paid for n acceptable foreipn currency and an countzd

for in accordance with the rules and regulations of the Bangko Sentral ng

Pilipinas (BSFY;)

{2} Services other than those meaniinved in the preceding paragraph rendered
ic a person engaped in business vimducied outside the Philippines or to a
nonresident person not engaged in business who is outside the P]Mllppi.nﬁ‘&l
when the services are performed, the consideration for which is paid for in

acceptable foreign currency and accounted for in accordance with the rules -
: _ami regulations of tha Bangko Sential ng Pilipinas (BSP);]

[(2). Services rendered to persons o cutities wiose exewption under special
laws: or internationa’ agreements 1o whick the Philippizes is a signatory

- effectively subjects the snaply of such acrw.cr’-f 13 zero percent ((%) rate;]

[(4) Services rendered o persions zagaged in intersational shipoing or
international air fransport operstions, ircluding leases of property for use

Bai,

[(5}. Services performed by subcortractors and’or contractors in processing,
converting, or menufacturing goods for an exterprise whose export sales
exceed seventy percent (70%) of tota’ sumual production:]

[l.ﬁ} Transpc-rt of passengers and. curgo by air or ssa vessels ﬁem the

. Philippines to a formgn -:munlryg finc]

[(7} Saie of power or Tuel gn:nemt :d tucugh rencwable sources of energy such
as, but not limited to, blomass, solar, wind, hydropower, geothennal, ocean

~ energy, and other emerging energy sources using technologies such as fuai

cells and hydrogen fisels. ]

ul

we



D Do ] Oh Lh B Ll kS

s b s i px
rE TS L ]

et
Tt

15

-

18
14
20
21
a2
23
24
25
26
27

19
w—

29
30

3z

e £ PUN 5. Section 179 of the sarns Code is hereby amended to read as follows:

“SRC, 109, Exempt Transacticns. - The following shall be exempt
From the [valuz-added) VALUE SIMIPL IFIED tax:

(1) Subject to the proviiions of Subsection (2) hereof, the following
transactions shall be exetap: Tom the valie-added tax:]

© "{A) Sale or .ii'ﬁpnrta'ii:m o apricultural and maring food products in their

original state, livestock and poultry of & kind generally used as, or vislding

or producing fords for human corsumption, and tresding stock and genetic

materials therefor;

“Products classitfied under th's paragraph shall be considered in their criginal
state even if they have uadergone the simple processes of preparation or
preservation for the markei, such as freezing, drying, salting broiling,
roasting, smoking or siripping. Palished :nd/or husked rice, com grits, raw
cane sugar and molasses, oolinary salt, an'd copra shall he considered in their
urxgmai AlALe;

(B} Sale or importation of fedilizers; seeds, seedlings end fingerlings; fish,
prawn, livestock ami poultry faeds. including ingredients, whesther lozally
produced or imported, used o the mancfacture of fndshed fies (except
specialty feeds for race horses, fighting cocks, aquariurn fish, zoo animuls
and other animals generally consitlered as pats);

Y Importation of personal asd heouschold effecis belonging to the
residents of the Philippines retuning from abroad and nonresident citizens
coming to resettle 1o the Philippinss: Proviced, That such. goods are exempt
from eustoras duties under the Tarf and Customs Code of the Philippines;

Y3 Importation of professional instrunemts and ioplements, wearing
apparel, domestic asimals, and personal . howvsehold offects (except any
vehicle, vessel, airerult, machinsy other poods for use in the manufaciure
and merchandise of any kind in commercin! quantity) belonging to persons

_coming to setile in the Philippiones, for their own use and not for sale, barter

or exchange, accempanying such persons, or arriving within ninety (90}
days befors or after their afdval, upon the preduction of evidence
satistactory to the Commissioner, that such persons sre actually coming to
settle in the Philippines and thet the change of residence: is bona fide;

“{E) Bervices subject to percentage tax under '?ltlﬂ_"n.-';'

“(F) Services by agricultural contract growers and milling for others of pnla;,

into rice, corn into grifs and sugsr cane into miwv angar;

*G) Madluﬁi, dentzl, hospital md vecednary services except those rendered
vy professionals; i

“{H) Educational services rendered by privew educational institutions, dily
accredited by the Department of Education (DEPED). the Commission on
Higher Education (CHED), the Technical Education And Skills Development
Authority  (TESDA) and those rondered by guvefrnment eduﬂatmnﬂ.l
inatitations, o

Y,

(1) Services renderad by individuais pursuant to an employer-employee

relationship,

%

o

o
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'35

- ey aEpADEl T BFER neadguarters established in the
Phiiippines by mﬂ.m.u iomal corporations which act as  supsrvisory,
communications and coordir aring centers for their affiliates, subsidiaries or

‘branches in the Agia-T'acific Region and do pot eam or devive incoms from

the Philippines;

“(K) Transactions which ae axempt vaider intesne tional agreements 1o which
the Philippines is a signetory or under special laws, except- I:'tmsﬂ- under
Presidential Discree Mo, 3240

(L) Sales by sgricultural cooperatives duly resisiered with the Cooperative

Development Authority to thelr merabers as well as sale of their produce,

‘whether in ite original stnie or processed form, to non-members; their

importation of dirsct farm inpats, mach neries and tquip;rmnt including spare
parts thereof, to’ be used directly and {:xc'mswa-l_ir in the production and/or
processing of’ thﬂr produce;

“M) Gross receipts from lending nctivities by credit or mujti-ﬁupc:se
cooperatives duly registered with the Cooperative Development Authority,

“(N) Sales by non-agricultnal, non-gleciric and non-credit cooperatives duly
registersd with the Cooperarive Development Autherity: Provided, That the
share cepital contribution of 2ich membe- does not exceed [Fifizen Thousand

Pesos (P15,000)] FIFTY THOUSAND PESOS (P50,000.00) and regardiess’

of the aggregate capital anc net swrplus ratably {llsmhulal_l among the
mnembers;

“{0) Export sales by persors wo e not | VAT] V,&S'F—méistaw-:l; :

“P} Sale of real properties aoi prumnlv [edd for sale to -Cusfﬂmﬂi‘ﬁ or held for
lease in the ordinaty coucse ol tnade or business, or real property utilized for
low-cost and socinlized howsing as defaed by Republic Act No. 7279,
otherwise known es the Uihan Development and Flousing Act of 1992, and
other. related laws, residertial lot valued at [One million five bhundred
thousand pesos (P1,300,00011  TWO MILLION FIVE HUNDRED
THOUSAND PESOS (P2,500 uisL} and Telow, house and lot, and other
residential dwe].]mg.-- vatued at [Two million five hundred thousand pesos
(P2,500,0000)] THREE MILLION FIVE HINDRED THOUSAND PHSOS
(P3,500,000) and below: Provid=d That oot later than [January 31, 2009]
JANUARY 31, 2012 and every three (3) yeurs thereafier, the amounts herein
stated shal! be adjusted to their present vilues using the Cunsmntr Prive

- Index, ns publmhed% the Netiond Statigtics Office (NSO}

“(Qi LeﬂBc of a residential unil with & monthly rental not e:xm:edmg ITED,
thousand pesos (P10,0000] TWENTY THOUSAMD PESOS (P20,000)
Provided, That not laier than [JTenuary 31, 2009] JANUARY 31, 2012 and

.avery three (3) years thereafter, ths ﬂmuunt herein stated shall be adjustzd. to

its present value using the Consuner Price Ineex as published by the Natmﬂa‘l
Statiatics Office {N"S{J]

“(R) Sale, importation, printing or publicatior of books e any newspaper,
magazine, review or bulletin which nppears at regular intervals with fixed

prices for subscription and sale aul which is not devoted principally to the

publication of paid advertisements:

“(8) Sale, importation or lease of passenger or cargo vessels and airerafi,

including engine, equipment and spare pats thereof for domestic or

e
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Ty Imp::rrLamu. of fiel, soods and suppl:*a by persons enga;;ed in
international shipping or an' Tasport ap emtmns

() Bervices of banks, non-bank fi.nan{:ia! intermediaries performing guasi-
banking functions, and other non-bank {inaneial inrermediaries; and

“y)  SALE AND ACTUAL SHIPMENT 0F GOODS FROM THE

PHILIFPINES T A FOREIGN COUNTRY, IRRESPECTIVE OF ANY
SHIPPING ARRANGEMENT THAT MAY BE AGREED UPON WHICH

MAY INFLUENCE OR DETEEMINE THE TRANSFER OF OWNERSHIP

OF THE GOODS SO EXPFORTED AND PAID FOR IN ACCEPTABLE
FOREIGN - CUREENCY OF ITS HQUIVALENT IN 300DS OR

SERVICES, AND ACCOUNTED FOE IN ACCORDANCE WITH THE

RULES AND REGULATIONS OF THE BANGKO SENTRAL NG
PILIPINAS (B5P);

“(W) SALE OF RAW MATHRIALS OR PACKAGING MATERIALS TO A

 NONRESIDENT BUYER FOR DELIVERY T(: A BESIDENT LOCAL

EXPORT-ORIENTED ENTERFEISE TC BE {ISED N

- MANUFACTURING, PROCESEMNG, PACKING OR REPACKING I'N THE

PHILIFPINES OF THE SAMD BUYER'S GOODS AND PAID FOR IN
ACCEPTABLE FOEEIGH CUREENCY AND ACCOUNTED FOR IN
ACCORDANCE 'WITH THE RULES AND REGULATIONMS OF THE
BANGKO SENTRAL NG PILIPINAS (BED)

*(X) 3ALE OF RAW MATEFIALS DF_{ PACKAGING Mﬁﬂiw TCI
EXPORT-ORIENTED ENTERPRISE WHOSE EXPORT SALES EXCEED

: SEVENTY PERCENT (70%) (OF TOTAL ANNUAL PRODUCTION;

“Y) SALE OF GOLD TO THE BANGKO SENTRAL NG PILIPINAS
(BSP);

“(Z) SALES UNDE R EXECUTIVE ORDER M. 228, {}I"I-IEP WISE
EMOWN AS THE OMNIBUS INVESTMENT CODE OF ]98? AT
OTHER SPECIAL LAWS; AND

SAA) THE SALE OF GOCDS, SUPPLIES, EQUIPMENT AND FUEL TO
PERSONS ENGAGED 1IN NTERNATIONAL SHIPPING OR
INTERNATIONAL AR TRANSPORT }PERATION%

“(BR) SALE TO A NONEESMENT OF GOODS, EXCEPT THOSE
MENTIONED IN SECTIONS 148 AMD 150, ASSEMBLED OR
MANUFACTURED IN THE- PHILIPPINZS FOF DELIVERY TO A
RESIDENT OF THE PHILIPFINES, PAID FOR IN ACCEPTABLE
FOREIGN CURRENCY AND ACCOUNTED FOE IN ACCORDANCE
WITH THE RULEE AND REGULATIONS OF THE BANGIO ’QE?NTRM
NG PILIPINAS (BSP).

“(CC) SALES TO PERSONS CHR ENTITES WHOSE EXEMPTION

UNDER SPECIAL LAWS CR INTERNATIONAL AGREEMENTS -TO.

WHICH THE PHILIPPINES 13 A SIONATOILY.

“(DD) PROCESSING, MANUFACTURING OR REPACKING GOODS
FOR OTHER , PERSONS LDOING BUISINESS OUTSIDE THE
FHILIPPINES WHICH GOODS ARE SIHBSEQUENTLY EXPORTED,

1
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WHERE THE SERVICES A PAID FOR IN ACCEPTABLE FOREIGN
CURRENCY AND ACCOUMTED FOR IN ACCOEDANCE 'WITH THE
RIUULES AND REGULATICHE OF THE BANGKO SENTRAL. NG
PILIPINAS (BSE);

“(RE) SHERVICES OTHER THAN THOSE MENTIONED. IN THE
PEECEDING PARAGRAPH RENDEREL TO A PERSON ENGAGED IN
BURINESS CONDUCTED OUTSMDE THE PHILIPPINES OR TO A
NONRESIDENT PERSON MNOT ENGAGED IN BUSINESS WHO IS

OUTSIDE THE PHILIPPINES WH3IN THE SERVICES ARE

PERFORMED, TEE CONSIDERATION F0R WHICH IS PAID FOR IN
ACCHPTABLE FOREIGN CURRENCY ANWD aACCOUNTED FOR IN
ACCORDANCE WITH THE RULES AND REGULATIONE OF TH‘E
EANGKD SENTRAL WG PILIPRIAS (BS)7),

“(FF) SEEVICES RENDERED TO PERSONS COR ENTITI_E.E} WEOQSE
EXEMPTION ~UINDER  SPICIAL. LAWS OR  INTERNATIONAL

AGREEMENTS TO WHICH THE PHILIPPINES IS A SIGNATORY
EFFECTIVELY BUBJECTS THIZ S8UPPLY OF #130H SERVICES TO

ZERO PERCENT (0%) RAT;

“(GG) -~ SERVICES . RENDERED TGO PERSONS ENGAGED IN
INTERNATIONAL SHIPPING OF INTERSNATIONAL AIR TRANSPORT
OPERATIONS, INCLUDING. LEASES OF PROFERTY FOR USE

THERECF:

“{HM) SEKVICES PERFO#MEL BY F{'-:IRC‘-CPNTRACTORS ANIWOR
CONTRACTORS [N PROCESSING, CONVERTINCG, OR

MANUFACTURING GOODE FOIL AN ENTERPRISE WHOSE EXFORT -

SALES EXCEED SEVENTY PERUIR "M'l LT0%)y OF TOTAL ANNUAL
FRODUCTION;

- TRANSPQRT'QF PASEENTERS AND CARGO BY AR OR SEA

VESSELE EROM THE PHILIPPINES TO A FOREIGN COUNTRY;

.\I

“(J1) SALE OF POWER OR FUBEL. GENERATED THROUGH
RENEWABLE SOURCES CF ENERGY S1UICH AS, BUT NOT LIMITED

- TO, BIOMASS, SOLAR, WIND, HYDROPOWER, GEOTHERMAL.

OCEAN ENERGY, AND OTHER EMELRGH\EG ENSRGY SOURCES
USING TECHNOLOGIES 81, |{H AS FUEL CELLS AND HYDROGEN
FUELS. '

“(KEK) PRIVILEGES GRANTED TO .‘.El-.'I*iIGR CITIZENS  UNDER

REPUBLIC ACT NO. 9994 WHICE TOOK BFFECT ON FEBRUARY 15,
2010; PROVIDED, THAT SUCH EXEMPT SALEH OF GOODS AND
‘SERVICES TO SENIOR CITIZENS HEREINDER SHALL LIEEWISE

CEXTEND TO RETIEED PUBLIC 8CHOOI, TEACHERS WHO HAVE

RENDERED AT LEAST THIRTY (30} YEAES OF SERVICE, MILITARY
PERSONNMEL - ANI‘J OFFICERE OF THE PHILIPPINE NATIONAL
POLICE. e v :

[V] “(I.L) Sale or lease of goods o (np&ni*‘g ir the perfonnance of services

other than the transactions me ntmmd in the praceding paragraphs, the gross

annual sales andfor reeeipts do nob sxesed the amount of [One million five -

hundred thousand pesos (B1,500,0 ].J'}I WO MILLION FIVE HUMDRED
THOUSAND PESOS (P2,500,060) Provided, That not later than [Yanuary 31,

IEGDQ} JANTTARY 31 CHN 2 nd every three (3] yvears thiareafter, the amomnt
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hersin suared shall be adjustad (o its preserd velue using the Consumer Prics
Index as published by the Neticmal Statistiss Office (NSO);

[tﬂ] A ?E.’l‘—reg}mémd person mey clect that subsection (1) not apply to its
sale of poods or properties or sevices: provided, thet e slection made ander

~ thiz snbgection shall be irrevoeeble for a ]-ermd of three (3) yeers finin Lhﬁ'

quarter the election was macke.]

SECTION 6. Section 110 of the serne Code is hereby araended to read as follows:

“SEC, 110, ANY TAX CRECIT MECBANISM OF SCHEME SHALL
NOT BE ALLOWED UNDER THE VAL E SIMPLIFIED TAX.

[Sec. 110, Tax Credizs, -

Al Creditable iupﬁt Tax. -

[{1) Any inpur tax evidanced by a VAT invoice or official rsceipt
issued in accordance witk Sechon 113 hervof on the following
transactions sha!l be craditat ]z sgaing the output tax:]

{(a) Purchase or impertation of goods:]
[(1) For sals; cr]

[{if) For corversion ino or intended to form pari of a
finished ;:-md! «t for szl including packaging umtr:rxa.ts
or] ;

[{i.ii]l For use as supplie: in the course of business; or]

[{iv} For us: as materinlz supphe 1 in the sale of service;
or ]

fjljv} For t=e ia trade or boginess fio which deduction for
depreciation. or amovization iz allowed under this
Code.] -

[(b) Puyclinse of services on which & velue-added tax has
actually been paud.)

[(2) The inpi: tax on domestic puvchase or im'pm’iﬂh.un of goods or
properties by a ¥ AT-registered person shall be creditable:]

(e} To the puarchessr upon consummation of sale and on
immponation of goods or propgitics; and]

[(b) To the imporier upon payment of the value-added fax nmar
- to the relense of the 3oods from the custody of the Buresu of
Customs. Provided, Thet the input tax on goods purchased or
~imported in a calindar month for use in trade or business for
which deduction for depreciation is allowed. under this Code,
shall be spread evenly over the month of acquisition and the.
fifty-nine (59) succeeding moriths if the apgregate acquisition
cost for such goods, cxsiuding the VAT compogpent thereof, -

L
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wesmos U Telten poesos (P1LOGL0000: Prowided, however,
That if the sutiznated wesful life of the cepital good. is less than
liw: {3 years, as usad for rleprf:c-'mfm:n purposes, then the input

VAT shall be spread over suck 3 shorter period: Provided,
finally, that in the case of purchase of services, lesse or use of
properiie:, he nput taw shall be creditable 2 the purchaser,
lessee or licensee upon payment ol 1hr~ compensation, rental,
rivalty or fee.}

[(3) A “u‘.}i'i“-_regiz.tm'ﬂ«d person who is also engaged in transactions not
subject to the value-sdided tax shall be allowed tax credit as follows:]

[(#) Tota inpa: tax which, ecsn be directly attributed to
ransactions subject to valne-add tax; and]

(b} A ratable portion af any input tax which cennot be directly
sitribarted 1o cither aetivitr.] ;

[The term 'input tax’ menns tac value acded tax due from or pmﬁ by a VAT~
registered person in the coucse of his trade or business on importation of

goods or local purchase of poods or services. including lease or use of

property, from a VAT-regizerad person 1t shall also include the transitional
input tax determinsd in acsorcaace with Section 111 of this Caodle.]

[The terrn ‘output tax' means the value-ndded tax duve on the sale or lease of
iaxable goods or propertics or sarvices b any person registered or riquired to
register under Section 236 of this Code ]

[(B) Excess Output or Input Troc - If ai the end of any taxable guarter the
oulput tax exceeds the ingut tax, the excess shall be paid by the WVAT-
registered person. If the input tix exceeds the output tax, the excess shall be
carried over to the succeecking quarter or guarters: Provided, That the input tax
inciusive of input YAT cerried over frorn the previous guartsr that mey be
credited in every quarter shall not exceed soventy percent (70%) of the output
WVAT: Provided, however, That any inpui lax attribwable to zefo-rated sales
by a ¥V AT-registered person nuy at his option be refunded or credited against
other mﬁ:mﬂi revenue taxes, sibyect to fhe g:.-mwsmm of Section 112.]

[({C} Determination of Cre:i.ma:}:-.e- Input Tax, - The sum of the excess nput tax
carried over from the preceding :nonth or guarter and the input ax creditable

to a VAT-regisierad person duving the ‘axable month or quarter shall be-

reduced by the amount of ¢la for vefund or tax credit for value-added tax
and other adjustments, suck: as purchase 12turns or allowances snd inpul tax
atoributable to exempl sale.]

[The claim for tax credit referred 1o in the foregoing paragraph shall include
net only those filed with the Bureau of Inlernal Reverue but alsy those filed

with other government agenciss, such s= the Board of Investments and the
Bureau of Custoras, |

SECTION 7. Sections 111 and 112 of the 1ame Code is hereby mpe‘alt:d. ,

FRE B LT

SECTION 8. Section 113 o7 the Code is hrreb}r amended to read as fo llcms,

“SRC. '113. Invoicing and #kwmmtmg Requiremerts for [VAT-Repisterad]

VAST-REGISTERED Per'mm -

if

84
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ceem s avpuereiwu pETEON Shall issue:

(1) A '['i.fa"LT] VART invoice vor every sale, barler ﬂ**.exchmge of
gi:l{:ud" o1 propernes; .

(2) i IWAT] VAST official receipt for every lease of poods or
propertics, and for every sule, borter or exéhacge of serviees,

"(B) Information Contained in the [VAT] VAST Invoice or [VATI VAST
Official Receipt. - The follraving mfmrlmfmn shall be indicated in the [VAT]

VAST invoice or [VAT] VAST official receipt:

(1} A statement that the seller ©s a [VAT] VAST-repistersd bcrs'::un,
followed by his twgpaver's identification number {TIN);

(2) The total smount which the pirchaser pays or is obligated to pay to
the geller with the indication that such amount includes the [value-
added] VALUE SIMPLIFIED tax: Provided, That:

(2% The amown of the tax shall be shown as a ssparate item in
the involice or neceipt;

(b} if the sale is exempt from [valpe-added tax] VALUE
SIMPLIFIED Ta¥, the jerm ["VAT-exempl sale"] VAST-
HXEMPT SALRE snall be veritten or printed prummmriy on the
ivoice or receipt |5}

[fe} If the sels s .::'ilhjﬁc-t te zero percent (0%) value-added tax,
the term "zero-rated =ate" shall be wriften. or printed
prorainentdy on the invoics ot receipt;] |

[(d) If the sele iavolves goods, properiies or services some of
which are subject fo and sone of whick, sare VAT zero-rated or
WA T-exempt, the ivvoice or receipt shall clearly indicate the
breakdown of ths sale price between its taxable, exempt end
zero-rated components, and the caleulaiion of the value-added

_tax on each portion: of the sale shall be shown on the invoice or
receipt: "Providad, That ile seller may isave separnte invoices
or receipts for the ‘nxable, mempt. anil i:.em—ratﬁd cotnponsats
of the sale.]

. (3) The date of transactior, geantity, unit cost and descri; :tmn of the
) gﬂcds or properties or natare of the sarviee; a:ad

(4} II:L the case of sales in the amoswrt of one thousand, pes::s (PI OE}D)
or more where the sale or wansfer is made 1o a [VAT] VAST-

registered- petson, the naine, business style, if any, address and

taxpayer identification owmber [Ub "y of the purchaser, custorer or
client,

{C} A{:{:uuntmg Fequirements.. - "*~1 ntwithst; mding the pmwsmm of Ssction

233, all persons Subject to the [vahie-added ex] VALUE SIMPLIFIED TAX

tmder Sections 106 and 108 shall, i addition to the regular accounting records
required, maintain a subsidiary sales jownal and subsidiary purchase jourmal
on which the daily sales and purchases are recorded. The subsidiary journals
shall contain such nfornation as may be requ ired by the ﬂccmtﬂry of Finance.
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"(D} Consequence of Issuing Errenzous [VAT] VAST lavoice or [VA]]
- VAST Officia) Receip. -

(1) If a person who is not a MVAT] VAST-registered person issues an
invoice or Teesiot showing ‘m Taxpayer Idemt:frcatmn MNurnber {TIN),
followed b;,r the word ["VAT"] “WAST: :

[faj] The issuer shall, io addition to any Bability to other
psrcentape Exes, be liskle to!

(i) The tax imposed in Section 106 or 108 without the
benefit of any it tax eredity and

(it A S0% surcharge under Section Z48 (B) of this
code; ;

[(b} The WAT ghall, if the other requisite information required
under Subsection (3) hersof is shown on the invoice or receipt,
be recopnized a8 an ingnut tax credit to the purchaser under
Section 110 of this Code.]

(2) If a [VWAT] VASTregistered person issuss a {VA’II‘} YVAST invoice -

or [VAT] VAST official receipt for a [VAT] VAST-exempt
transaction, but faiis ¢ display prominently ém the inveice or receipt
the term "VAT-exempi Sale”, the issuer shall be liable io account for
the tax imposed in Section 106 or 108 as if Section 109 did not apply.

“(E) Transitional Period. - [Notwithstandiog Subsection (B) hereof, taxpayers

may continue to issus VAT invoices and VAT official receipts for the period’

July 1, 2005 to Decamber 31, 2003 in accordance with Bureau of Internal
Revenue administrative practicss ‘hat existe d as of December 31, 2004, ] !

THE SECRETARY OF FINAMCE, IN CONSULTATION WITH THE
COMGRESSIONAL OVERSICEIT COMMITTEE, SHALL PROMULGCATE
THE NECESSARY RULES AND REGULATIONS WITHIN THIRTY (30)
DAYSE FROM THE EFFHCTTVITY O THIS ACT RELATIVE TO
UNUSED TAX CREDITS, WILICH SHALL, WITEIN ONE (1) YEAR
UPON PROMULGATION OF SAID RULES ABND REGULATIONS, BE
ALLOWED AS A DEDUCTICN FROM THE GROSS INCOME OF. THE
TAXPAYER IN COMPUTING THE INCOME TAX i‘l'[.-f

; SELT ION 3. Section 114 of the Cade is hereby amendec! to read as follows:

“SEC. 114. Return and Paynient of [Value-Added] VALUE SIMPLIFIED Tax. -

"(A) In Gereral, - Every person linble to pay the [value-added] VALUR

' SIMPLIFIED tax iraposed under this Title shall file a quarterly return of the

amount of his gross sales or receipts within twenty-five (25) days following
the close of each taxable quaner pwescribed for each iaxpayer: Provided,
however, That [VAT] VASTregistersd pf‘nm s shall pey the value-rdded tax

ona mmthl}-' basis,

Ay p:.'-rsnn, whose iegistration hoae been .'-tumel]ad it mocordance with
section 236, shall file a retuwrn and pay the tax due thereon within twemty-five
(25) days from the date of canceliation of registration: Provided, That o nly

_one consolidated retuen shall be viled by the taxoayer for bis principal place of

business or head office and sil branches,

(G
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"{B) Whera to File the Retmr :uui Pay the Tax, - Sxcept as the {“n}numssmnm
otherwise permits, the retuni shall be filed with and the 1ax paid to an
authorized agent bank, Revenus Collection Officer or duly euthorized city or

municipal Treasurcr in tie Philippines located within the rewvenue &1strmt'

v,hn:re the taxpayar is rzglﬂa ed or required to register,

‘{Cj- Withholding of [Valie-Added] YALUE SIMPL IF]ED Tax. - The
Government or any of its pollicsl subdivisions, mstrumentalmm or agencies,
including povernment-owned or -controlled corporations (GOCCs) shall,
before making peyvment o sceonnt of ench purchase of goods and services
which are subject to the veius-added tax ‘mposed in Sections 106 and 108 of
this Code, deduct and withhold a final value-added tax at the rate of [five
percent (5%)] THREE PERCENT (3%) of the gross payment thereof:
{Provided, That the paymerd {or fease or vis of properties or property rights to
nonresident owners shall bs subject to t2n percent (10%) withholding tex at
the time of payment, For pumgpeses of this Section. the payor of person in
conirol of the payment shell be considerad as the withbolding apent.]

"Ihe [value-added] VALLE SIMPLIFIL) tax withheld under this Section
ghall be remitted within ten (10) days following the end of th: month the
withholding was made.”

SECTION 11. Sscton 15 of the Code 15 bereby anmended to read as Follows:

“SEC. 114, Powsr of the Comuissioner to Suspend the Business Operations

of a Taxpayer. - The Commissionar or his ;uthorized representative is bereby
empowered  to suspend the business operations and temporarily close the
business establishment of any person for any of the following

_ violations.

“{a) In the case of & [VAT] YABT-registered Person, -
(1) Failure to jssue reoeipts on invoices,

(2) Feillure to Gle a [value-added] VALUE. SIMPLIFIED tax
rétum as required vnder Secrion 114; or g
(3) Understatement of tuxalile sales or meceipts by thisty parcent
- (30%) or more of his corract texable asles or reeeipts for the
taxable quarter.”

i

*(b) Failure of any Person io Repister as Required under Section 236, -
The temporary closure of the satablisliment shall be for the duration of
not lzss then five (5) days and shall be lfted only upon compliance
with whatever requirernens prescribod by the Commissioner ia the
closurs order.”

* SECTION 12. Section 236 of the same Coda is hereby amended to read as follows:

-USEC. 236. Repistration Rﬁ"ﬂlLir?.ﬁ*:.&ni'ﬁ. -

", Ps:} Requirements, - Bvery persor. subject 1o any internnl revenue tax shall
register onee with the appropriate Revenue District Officer:

"(1) Within ten (10) days fiors date of «mployment, or

s

"{2) On or befire the coramenzerent o business, or
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L) Dolire paymaent af arry tan e, or

(g Upon filing of & sebirn, stabionent or declaration os tequired. in this
Code: -

"The registration shall contain the taxpuyer's name, style, place of reaidence,
‘business, and auch other infornation o inay be required by the Coramisstoner
in the form prescribed therefor.

"A person maintzining & head office, beineh or facility shall register with the
Rovenue Distriet Officer having jurisdition over the head office, branch or
facility. For purposes of thds Seation, the term ‘facility’ may inciude bul not be
limited to sales cutlets, pleces of production, wareliouses or storage places. |

“(B). Annual Regisiration Fes. - An amaial registrution fee in the amount of
Five hundred pesoz (P300) for every soparate or distinct esiablishment or
place of business, inchuding facility types where sales trangactions oceur, shall
be paid upon registration nnd every year thereafter on or before the last day of

- Januery: Provided, however, That cooprratives, individuals caming purely

compensation income, whetber locally o abroad, snd overseas workers are
not lisble to the registration: fee hersin rposed,

 "The registration Iee shall be paid 10 an aathorized agent bank located within

the revenue districy, or to the Fevenue Collection Officer, or duly anthorized
Treasurer of the city or mummpaim %Iwn each place of business or branch is
resgistered. =

M

"} Registration of Bach Type of Intemal Revenue Ta. - Bvery person who
iz required to register with the Buresv of [nternal Revenue under Subsection
{A) herecof, shall repister cach type of invernal revenue tax for which he is
obligated, shall file a return and shall pay such taxes, and shall vpdaie such

' registration of any changes in necardanco vwith Subsection (E) hereof,

(D) Transfer of Registration. - I case a 1:pgistered person decides to transfer
his place of business or his head office or branches, it shall be his. duty to

update his registration status by filing an application for IBgiE‘tIﬂﬁDJ.I_

information U.Pdﬂtt in the form prescribed tlme:fm

.

“{h} Dﬂ}m U_{Jdﬂnﬂ.s - Any persan s g13trr:.d in accordance with this Seetion
shall, whenever applicable, vpdite his registration information with the

- Revenue District Office where e ia registered, specitying therein any {.hang& ’

intax type and DL'u:r taxpayer details,

") Lﬂncelli_mc-n of Rﬁgﬁr_rzmu-:..-

(1) General Rule. - The registration of a_ny person. who. veases fo be

liable 1o a tax type shall be cancelled upon filing with the Revenue
District Office where he v registered, an application f‘r_\r registration
information uy date | in & fona preseri} ed therefor;

(2) Cmt@lﬂisﬁn_ of ["-"nh.le:-:kﬂde:l]. VALIJE SIMPLARIEDY Tax
Registration. - A [VAT] VAST-registered person may cancel his

registration for [VAT] VAST if:

(a) He makes writien spplicition and can demonstrate to the
Commissioner's salisfaction tliat his gross sales or receipts for

the following T e (12) smonths, other than those that are -

g
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exemnpt unde: Seeiion 109 4 FAY TO (L, will not exeecd [One
miltion five hudred thovsand pesos (P1,500,000)] T'WO
MILLION  FIVE  HUNDRED THOUSAND FESOS
(P2,500,0000; o

{b) Hr has ceasal to carcy n his trade or business, and dows
not sxpect to secopmoenes wey trade o business within the next
twelve (12) months, ’

| “The canceliation of regiitcation witl be effective from the first day of
the following month,

“(G) Perscns Requited 1o Reglsies for [V a'..uc—&ddml] VALUE SIMPLIFIAD
Tax. - ;

(1) Any person whe, i the course of trade or business, sells, baters or
exchanges goods or properties, or sigages in ths sale or exchange of
services, shall be lable to regisier for [Value-added] VALUE
SINMPLIFIED fax if:

(&) Hin gross zales or receipte for the past twelve {(12) months,
other than thoue thal ave exewnpt under ssction 109 (a) to (1),
have ewxceeded [Ore millloa five bumdred thousand pesos
(PLAO0OO0N TWO | MILLION - FIVE | HUNIDRED
THOUSANDY PERODS (22,500,000, or '

(b} There are reasonable growds to belicve that his gross sales
or receipts for the pext twelve (12) months, other than those
that are exempt uncer Seetion 109 (A) te (U), will exeeed |One -
millien five hundred thousand pesos (P1,500,000)] TWO
MILLION . FlVZ  HUNDRED THOUSAND PESOS
(P2,500,000), '

{2} Every purson who tecomes liabis o be registered under paragzraph
{1} of this Subsection shell vegister with the Revenve District Office
which has juwisdiction over the head office or branch of that person,
and shall pay the anmual 1egistraton fee prescribed in Subssction (B)
hereof. If he foils to repistsr, he shall be liable to pay the tax under
. Titie IV ag i7he were s VAT registered person, but without the benefit

of input tax credits for the perind ‘n which he was nos pmperLr
regj.str:red

_“{I"D Optionel Registration for [Velug-udded] VALUE SIMPLIFIED Tex - of
Exempt Person. - (1) Any person who is not required o register for [Velue-

_ added] WALUE SIMPLIFIED rax ander Subsection (G} hereof may elest 1o

register for [Value-addzd] VALUS SIMPLIFIED tax by registering with the
Revenue Disirict Office that has jurisdiction over the head office of that
person, and paying the annual registretion fee 1n Subsection (B) hereof.

(23 Any person wha elects to repister under this Subsection shall not be

entitled to cancel his registratioc nnder Subsection (F)(2) tor the r:f:’xt three (3)
Years,

"For purposes of Title TV of thiz Code, sny person who han registered [velue-

added] VALUE SIMPLIFIED tac as a tax type in accordance with the

provigions of Subsection (C) hereni shal! be reerred to as a "VAT-registered

‘person” who chall be assigned only oae Taxpeyer ldestificetion MNumber

(TIN),
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(1) Supplying of Taxpayer (Gentificadon Number (TIN). - Any person

1
2 required under the authority of this Cod: to make, render or file a retumn,
3 statement or other document shall be supplied with or assigned a Taxpayer
4 Identification Number (TTN} which ke shall indicate ia such return, statement
8% or document filed with the Bureau of Internal Revenue for his proper
6 identification for fax pw-soses, and which he shall indicate in certain
7 documents, such as, but not liraited 1o, the following:
8 A
9 (1) Sugar quedans, refinsd. sugac release order or similar insitumsnts; -
10 : : -
11 . (2) Domestic bills of ladi mg:,
12 , . '
13 (3) Documents to be registered with the Register of Deeds or
14 Assessor's Office;
15 ‘ _ : | .
16 (4) Registration certificate of transportation equipment by land, sea or
17 ‘ air; o=
18 - ‘
19 . (5) Documents to be registered with the Securities and Exchange
20 i Commission;
21 :
22 (6) Building construction parmits;
23 .

24 © (7) Application for loaa with baoks, financial iﬁstitutimus, or other

- : finaneial intermedieries; s e,

- 61T ‘

.27 (8) Application for meyor's pernuit;

- 28 . .

29 (9) Application for busines: license with the Department of Trade and

- 30 - Industry; and
31 ' ' - :

- 32 : (10) Such otter document: which raay hereafier be required under -
33 rules and regulations to be promulguted by the Secretary of Finance,

.34 L upon recommmdatmn of the Commissioner. ' :

35

36 "In cases where a regi (“tered taxpayer dies, ihie adminigirator or executor shall
217 register the estate of the decedent in accordance with Subsection (A) hereof
38 and a new Taxpayer Identiificationt MNumber (TIN) shall be w;pph,d in
39 -accordance with the provisions of this Section.

490

41 “In the case of a nornresident decedent, the sxecutor or mlmxmst:mtor of the

42 estate shall register the estate with the Revenne District Office where he is

" 43 registered: Provided, however; That in case such executer or adroinistrator is
44 not registered, registration of the esiate shall be made with and the Taxpayer
45 Identification Number (TIN) supplied by the Revenue Diswict Office having
44 jurisdiction over his legal residence. ‘-

47 ; . .

43 . "Only one Taxpayer [dentification Number (TIN) shall be assigned to a
49 taxpayer. Any person who shal. secure more taan one Taxpayer Idertification
50 Number shall be criminally liable under the provisions of Section 275 on
g; - ‘Violation of Other Provisions of tih's Code or Regulations in General ™
55 SECTION 13. Severabiiity. - The provisions nf the Act are declared to be severable,

54 and if any provision, word, phrase, or cleuse of the Act or the application thereof to any

55 person shall be held invalid, such invalidit; shall not affect the validity of the. tcmmnmg
.56 - portions of this Act
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SECTION 14. 'Repeaziing Cizuse. - All laws, presidential decrees, executive orders,
presidential proclamaticns; rules and regulaticns or parts thereof inconsistent with this Act
are hercby repealed or modified accordingly.

. SECTION 15. Sffectivity. - This Act saall take effect after ilftecn (15) days from
pubhcatu)n in &t least two {2) newspapers of genzral circumtton.

i
APPRCVED.

2

2.0
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Wepublic of the JPOilippines
fhouse of Wepresentatibes }j [1} T3 i
Rueson City, Metvo Manila P f
Fifteenth Congress /

First Regular Session
COMMITTEE ON WAYS AND MEANS

HON. FELICIANO BELMONTE, JR.
Speaker

ATTY. ARLENE C. DADA-ARNALDO
Deputy Secretary General
Committee Affairs Department

SPOT REPORT ON THE MEETING OF THE COMMITTEE ON WAYS AND MEANS HELD ON
DECEMBER 7, 2010, 9:30 AM,ROLANDO R. ANDAYA HALL, HOUSE OF
REPRESENTATIVES, QUEZON CITY

December 7, 2010

Noted by:

AT,

FOURTH DELIBERATION ON HOUSE BILL NO. 1970 ENTITLED “AN ACT IMPOSING VALUE SIMPLIFIED
TAX IN LIEU OF THE VALUE-ADDED TAX AMENDING FOR THE PURPOSE TITLE IV OF THE NATIONAL
INTERNAL REVENUE CODE OF 1997, AMENDED”.

On motion of Rep. Remulla, seconded by Rep. Singson Jr., the substitute bill to HB 1970 was approved
by the Committee.

SECOND DELIBERATION ON HOUSE BILL NO. 3510 ENTITLED “AN ACT ESTABLISHING A SIMPLIFIED
INCOME TAX RETURN AUDIT FOR INDIVIDUALS AND CORPORATIONS BY PAYING A CERTAIN AMOUNT
HIGHER THAN THE PRIOR YEAR INCOME TAX PAYMENT”.

On motion of Rep. Ortega, seconded by Rep. Remulla, the substitute bill to HB 3510 was approved by the
Committee.

Certified Couogt”
/ / Lk/‘« //

fMAU flCI R. PULH[N
/ Legislgtive€ommittee Secretary

PANCHO A. BELEN

pe/\-'lcg Ducc[ox

Pl L {

DONALD Z. MARASIGAN

Director [V

Cc: Deputy Speaker. The Chairperson. Comumittee on Rules. The Secretary General, The Executive Director, CAD.
The Deputy Executive Director, CAD. The Service Director. CASS



