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Removal of VAT zero-rating on certain
export sale transactions

The two conditions requiring the successful establishment and implementation
of an enhanced value-added tax (VAT) refund system and refund of all pending
VAT refund claims as of 31 December 2017 under Sections 106(A)(2)(a) and
108(B) of the Tax Code, as amended, have been fully satisfied; hence, the
following transactions treated as VAT zero-rated shall now be subject to 12%
VAT:

1. Transactions considered export sales under subparagraphs (3), (4),
and (5) of Section 106(A)(2) of the Tax Code:

a. Sale of raw materials or packaging materials to a non-
resident buyer for delivery to a resident local export-
oriented enterprise to be used in manufacturing,


http://www2.deloitte.com/us/en.html

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)

b. Sale of raw materials or packaging materials to an export-
oriented enterprise whose export sales exceed 70% of
total annual production

c. Those considered export sales under Executive Order No.
226, otherwise known as the Omnibus Investments Code
of 1987, and other special laws

2. The sale of services and use or lease of properties under
subparagraphs (1) and (5) of Section 108(B) of the Tax Code:

a. Processing, manufacturing, or repacking goods for other
persons doing business outside the Philippines, with the
goods subsequently exported, where the services are paid
for in acceptable foreign currency and accounted for in
accordance with the rules and regulations of the BSP

b. Services performed by subcontractors and/or contractors
in processing, converting, or manufacturing goods for an
enterprise whose export sales exceed 70% of the total

annual production

Please see attached Revenue Regulations No. 9-2021 for your reference. This
will take effect on 27 June 2021, after its publication on 12 June 2021 in The

Philippine Star.
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Dbriefs Power of With Tax@hand

A series of live, on- Focus on the power Latest global and
demand and interactive humans have with regional tax news,
webcasts focusing on machines. information, and
topical tax issues for resources.
business executives.
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