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VAT DEALINGS 
ON SALES
VAT DEALINGS 

ON PURCHASES
PEZA-RELATED 

UPDATES



ZERO-RATED SALES OF 
GOODS/PROPERTIES

SECTION 106(A)(2)

Export sales
Foreign currency denominated sale
Zero-rated sales under special laws or 

international agreement



EXPORT SALES
1. Sale & actual shipment of goods from PH to 

foreign country
– Foreign currency
– Accounted in accordance with BSP

2. Sale of raw materials or packaging to a 
nonresident buyer for delivery to resident 
local export-oriented enterprise

3. Sale of raw materials or packaging materials 
to export-oriented enterprise whose export 
sales exceed 70%



4. Those considered export sales under EO 226 
& other special laws

5. Sale of goods, supplies, equipment & fuel to 
persons engaged in international shipping or 
international air transport operations

– Shall be used for international shipping or air 
transport operations



• (2),(3) &(4) shall be subject to 12% & no 
longer be considered export sales 
subject to 0%:
1. Successful establishment & implementation of 

enhanced VAT refund system
• 90 days

2. All pending VAT refund claims as of Dec 21, 2017
shall be fully paid in cash by Dec 31, 2019



Processing, manufacturing or repacking 
goods
Other services to non-residents
Services to specific VAT exempt persons
Services to international shippers

ZERO-RATED SALES OF SERVICES
SECTION 108(B)



• Services of contractors/subcontractors to 
exporters

• International carriage of passengers on 
cargoes from PH

• Sale of renewable energy in PH
• Services to offshore gaming licensees 

subject to gaming tax





Sale of goods by PEZA-registered enterprise, 
to buyer from Customs Territory (RMC 74-
99)(Sec 5)

• Treated as Technical Importation made by BUYER

 shall be treated as importer
 shall be imposed with the corresponding 

import tax/es 

Pursuant to Sec. 107, Title IV and Title VI, NIRC, in relation to Sec. 26, R.A. No. 7916



payment of 12% VAT should be 
made by the buyer directly to 
the Bureau of Customs as the 

agency tasked to collect VAT on 
importation



PEZA Registered 
Entity

BUYER/Importer

PEZA Registered Entity is not
anymore required to impose VAT
but should furnish a copy of the
receipt of payment of VAT with
the Bureau of Customs

Send copy of Receipt of payment of VAT

BIR Ruling [DA-031-07] 



For scrap sales, should 
our invoice be issued as 
zero rated & is the 12% 

VAT paid to BoC 
enough?



PEZA MC NO. 2005-32

SCRAP SALES: VATable

BIR Ruling [DA-031-07]         

12% VAT – paid by scrapper to BoC

• PEZA-registered entity 
is no longer required 
to charge VAT

*considered as technical import



Re-Examining Tax Treatment of 
Sales Made by PEZA Registered 
Enterprise Prior to New Rules

RMC 74-99



Sec. 2, Rule VIII, PART V of PEZA IRR entitled "Rules & Regulations to Implement RA 
7916

• registered enterprise's "gross income earned" shall be 
subject to 5% special tax pursuant to Sec. 24 RA 7916

Provided,

• that its sales in the Customs
Territory do not exceed the
threshold allowed or permitted
for such sales



 that for income tax
purposes, if such sales
should exceed the
aforesaid threshold, its
income derived from
such excess sales shall
be imposed with the
normal income tax

Provided also,



• that in computing for the
income tax due on such
excess sales, its net income
from such excess sales shall
be determined in
accordance with the
method of general
apportionment

Provided further,





INCENTIVES PROVISIONS OF 
CREATE LAW JOURNEY

SIGNING PUBLICATION EFFECTIVITY

MARCH 26, 2021 MARCH 27, 2021 APRIL 11, 2021







DOF IRR RELEASED LAST 
JUNE 25, 2021



JOINT IRR OF DOF & DTI



BIR CIRCULARIZED IRR ON INCENTIVES 
PROVISIONS OF CREATE LAW
RMC 83-2021 [JULY 12, 2021]



SCOPE &
COVERAGE
SECTION 1 RULE 1

REGISTERED 
BUSINESS 
ENTERPRISES

TAX 
INCENTIVES

QUALIFIED 
REGISTRABLE 
ACTIVITIES



Newly-registered projects 
or activities including qualified expansion 
projects or activities, under SIPP

registered 

enterprises, projects, or activities 
currently registered with IPAs

SCOPE & COVERAGE
SEC 2 RULE 1



EXTENT OF AUTHORITY TO GRANT 
TAX INCENTIVES OF IPA & FIRB

SECTION 3 RULE 1

Fiscal Incentives Review Board
•SIPP approved project

Investment Promotion Agencies 
•Under delegated authority



EXCLUDED FROM THE COVERAGE

customs brokerage

forwarding services

trucking services

janitorial services

security services

insurance



banking & other financial services

consumers’ cooperatives

credit unions

similar services as determined by FIRB

restaurants

retail enterprises

consultancy services



REGISTRABLE 
ACTIVITIES

Medical 
Tourism

Tourism

Agro-industrial 
Bio-Fuel Mfg

Logistics and 
Warehousing 

Services

IT Service 
Export

Agro-industrial 
Export Mfg

EcoZone Devt
and Operation

Export Mfg
Utilities

Facilities 
Providers



Income Tax 
Holiday (ITH)

Special 
Corporate 

Income Tax 
(SCIT) Rate

Enhanced 
Deductions 

(ED)

Duty Exemption 
on importation 

of capital 
equipment, raw 
materials, spare 

parts, or 
accessories

VAT Exemption 
on Importation 

& VAT Zero-
Rating on Local 

Purchases

TAX & DUTY INCENTIVES
SECTIONS 1-9 RULE 2



Income Tax 
Holiday (ITH)

Special 
Corporate 

Income Tax 
(SCIT) Rate

Enhanced 
Deductions 

(ED)

Duty Exemption 
on importation 

of capital 
equipment, raw 
materials, spare 

parts, or 
accessories

VAT Exemption 
on Importation 

& VAT Zero-
Rating on Local 

Purchases

TAX & DUTY INCENTIVES
SEC 1-9 RULE 2





• Direct & exclusive use
• Not produced or manufactured 

domestically in sufficient quantity or of 
comparable quality & at reasonable price

• IPA prior approval through CAI/Admission 
Entry

• Liability as a consequence of
subsequent sale, transfer, disposition, or 
non-utilization

CUSTOMS DUTY EXEMPTION ON 
IMPORTED ITEMS

SEC 4 RULE 2



Income Tax 
Holiday (ITH)

Special 
Corporate 

Income Tax 
(SCIT) Rate

Enhanced 
Deductions 

(ED)

Duty Exemption 
on importation 

of capital 
equipment, raw 
materials, spare 

parts, or 
accessories

VAT Exemption 
on Importation 

& VAT Zero-
Rating on Local 

Purchases

TAX & DUTY INCENTIVES
SEC 1-9 RULE 2



• apply to goods & services 
• directly & exclusively used in the 

registered project or activity
• provided that transactions falling 

under Sec. 106 (A)(2)(a)(3),(4),(5) & 
Sec. 108(B)(1)(5) NIRC shall be 
subject to 12% VAT 

VAT ZERO-RATING & EXEMPTION
SEC 5 RULE 2



CREATE LAW RETAINING VAT EXEMPTION 
ON LOCAL PURCHASES WITH 

QUALIFICATION



TRANSACTIONS PREVIOUSLY TAXED AT 
0% VAT NOW SUBJECT TO 12%

RR 9-2021 [JUNE 11, 2021] [EFFECTIVITY JUNE 27, 2021]





APPLICATION FOR VAT ZERO-
RATING ON SALES TO RBEs

No longer be accepted starting June28, 2021

Application filed prior to effectivity of RR 9-2021 
shall still be processed

Approved applications shall be effective until June 27, 
2021 or stated effective date, whichever is earlier



FOLLOWED BY SAGA BETWEEN 
PEZA-DTI & DOF



OPTIONS ON PASSED-ON INPUT VAT?





TO REFUND OR TO NOT REFUND?



90-DAY PERIOD PROCESSING 
OF GENERAL TAX REFUNDS





WHERE ARE WE ON 0% VAT ON SERVICES RENDERED 
BY PROFESSIONAL ACCOUNTANTS & LAW FIRMS?



TMAP SEEKING CLARIFICATIONS!



DEFERMENT OF RR 9-2021 ON THE 
IMPOSITION OF VAT OF PREVIOUSLY-

RECOGNISED 0% VAT



CONSIDERATIONS TAKEN!





FURTHER AMENDMENTS & REALIZATION
RR 21-2021 [DEC 3, 2021]



VAT EXEMPTION ON IMPORTATION & 
VAT ZERO-RATING ON LOCAL PURCHASES 

shall only apply to goods & services 

directly & exclusively used in registered project or 
activity of registered export enterprise

for maximum period of 17 yrs from date of 
registration 

unless otherwise extended under SIPP



ZERO-RATED SALE OF GOODS/PROPERTIES

Export sales

Sales whose exemption 
from direct & indirect taxes 

under special laws or 
international agreements to 
which the PH is a signatory

Sale of RM, inventories, supplies, 
equipment, packaging materials & 

goods, to registered export 
enterprise directly & exclusively 
used, for max of 17 years from 

date of registration 



ZERO-RATED SALE OF SERVICES

Services other than processing, manufacturing 
or repacking of goods rendered to person 
engaged in business conducted outside PH or 
non-resident person not engaged in business 
who is outside PH when services are 
performed

Services rendered whose exemption from 
direct & indirect taxes under special laws or 
international agreements

Sale of basic infrastructure, utilities & 
maintenance, repair & overhaul of equipment, 
to registered export enterprise directly & 
exclusively used, for max period of 17 yrs
from date of registration 

Services rendered tO persons engaged in 
international shipping air transport operations

Transport of passengers & cargo by domestic 
air or sea vessels from PH to foreign country

Sale of power or fuel generated through 
renewable sources of energy



VAT EXEMPTION ON IMPORTATION & 
VAT ZERO-RATING ON LOCAL PURCHASES 

shall only apply to goods & services 

directly & exclusively used in registered project or 
activity of registered export enterprise

for maximum period of 17 yrs from date of 
registration 

unless otherwise extended under SIPP





VAT registered person
Zero-rated / effectively zero-rated 

sales
Within 2 yrs after close of taxable 

quarter when sales were made
Allocated ratably between zero-

rated & non-zero-rated

REFUNDS OR TAX CREDITS OF INPUT 
TAX

SECTION 112 (A)



Seller is VAT-registered followed by TIN
VAT shall be separate item
Written/printed prominently:
VAT-exempt sale or
Zero-rated sales

Date of transaction, quantity, unit cost, 
description

INFORMATION CONTAINED IN VAT 
INVOICE/OR

SECTION 113 (B)



• In the case of sales in the amount of P1,000 
or more
– Name
– Business style, if any
– Address
– TIN of purchaser



ARE YOU INTO IMPORTATION?



What if the supplier is a CAS 
registered & their OR/SI has 
no "business style," what do 
we need to do to be valid for 

VAT refund?





Is it still advantageous to the company to 
apply for peza registration?

0% VAT transactions that are 
now subject to 12% Suspension of RR 9-2021



Is it still advantageous to the company to 
apply for PEZA registration?

Fiscal Incentives include the following:

(Special Economic Zone Act of 1995, amended by RA 8748)

● Income Tax Holiday for a certain number of years, which translates to 100% 
exemption from corporate income tax

● Tax and duty free importation of raw materials, capital equipment, 
machineries and spare parts

● Exemption from wharfage dues and export tax, impost or fees
● VAT zero-rating of local purchases subject to compliance with BIR and PEZA 

requirements
● Exemption from payment of any and all local government imposts, fees, 

licenses or taxes
● Exemption from expanded withholding tax



Without PEZA 
registration, can 
we always file for 
VAT Refund since 
our sales is 100% 
export?

Under Section 122 of the Tax Code, VAT
registered TP can claim a refund in the
following cases:

1. Input VAT is attributable to zero-rated
sales or effectively zero-rated sales of
goods, properties or services;

2. When the taxpayer chooses to close
its business.



Changes in the documentary requirements for 
VAT refund

claims under Section 112 of the Tax Code

On VAT Refund, if I have failed to submit one of the requirements, 
e.g. failed to do withholding VAT on NRFC? Is that a ground for my 
VAT refund to be denied?

ONLY APPLICATIONS 
WITH COMPLETE 
DOCUMENTS ARE TO BE 
PROCESSED



Original Copies of Invoices/Receipts & other Supporting 
Documents

RMC No. 14-2021: VAT refund claims prior Jan. 19, 2021 is 
subject under RMC No. 47-2019 and RMO No. 25-2019.

Secure Authority To Print (ATP) principal and 
supplementary receipts/invoices from the BIR 
following RR No. 18-2012.

If for our export sales, we only issue computerized invoice for sending to export clients &
we only have BIR official receipts being BPO service entity, will this cause denial of our 
VAT refund claims? What if all we have are computerized documents & not the BIR 
registered ones? 



Can we claim as 
credits denied 

input vat 
refund?  

Section 112 of the Tax
Code does not preclude the
taxpayer from resorting to
other modes of recovery of
excess input taxes.



Can we treat 
denied input vat 

refund as 
deductible 

expense?   

In BIR Ruling No. DA 591-2004, a taxpayer-claimant may
claim the denied input VAT refund as deduction for
income tax purposes if the denial was due to the
following reasons:

● Failure to comply with certain sales invoicing
requirements, such as failure to issue VAT
invoice/receipt with the word “zero-rated” printed
thereon, or issuance of invoices/receipts that had
not been registered with the BIR; or

Reason 2

Reason 1

● Failure to show evidence that the input taxes sought
to be refunded were not carried over and applied
against any output VAT in the succeeding periods.



What is the 
accounting entry 
for denied claim 

for input vat 
refund?

In the same ruling, it provides that
denial by the BIR or the Court of the
refund application means that the asset
has lost its useful value. Thus, the
denied claim should be treated as a
deductible loss of property sustained
during the taxable year.

Revenue Memorandum Circular (RMC) No. 42-2003, it
states that denial of claims for refund for failure to comply with
sales invoicing requirements shall be “without prejudice to the
right of the taxpayer to charge the input taxes to the appropriate
expense account or asset account subject to depreciation”.





What would be the entry on the 
books if no refund was made 
yet? On BIR form 2550M/Q, 

input tax allocable to zero rated 
sales would be deducted from 
input tax using what category?



Apply for Tax 
Refund within 
two (2) years 

from the 
quarter of sale

Carry-over to 
the next 
month or 

quarter until 
fully utilized;

Apply for TCC within two (2) years 
from the quarter sale; or

EXCESS INPUT TAX ATTRIBUTABLE 
TO ZERO-RATED SALES





Is the request for refund always 
on a quarterly basis?

Is the request for refund always 
on a quarterly basis?



Section 112(A) of the Tax CodeSection 112(A) of the Tax Code

Revenue Memorandum No. 47-2020Revenue Memorandum No. 47-2020

Within 2 years after the close of the taxable quarter 
when the sales were made
Within 2 years after the close of the taxable quarter 
when the sales were made



Time frame to grant claims for VAT refund is 90 
days from the date of submission of official 
receipts or invoices & other documents in 
support of the application

Time frame to grant claims for VAT refund is 90 
days from the date of submission of official 
receipts or invoices & other documents in 
support of the application



Our client is a BPO not 
PEZA registered, their 

client is located 
abroad,  can we file for 

input VAT refund or 
TCC?



SUPPLY OF JANITORIAL SERVICES 
TO PEZA BPO

R.A 8424 SEC. 5 OF AS AMENDED BY R.A 11534

direct & exclusive use in the registered 
project or activity refers to raw materials, 
inventories, supplies, equipment, goods, 
services & other expenditures necessary 
for the registered project or activity 
without which the registered project or 
activity cannot be carried out.



Are Ecozone Logistics Service 
Enterprises duly registered 
with PEZA one of the 
exclusions under CREATE?





TO REFUND OR NOT TO REFUND

For unused input VAT, TCC is no longer applicable. 
Hence, you are only allowed to claim refund or not.



Is input VAT treated as 
deductible expense for 
Non-VAT TP?



CLAIM FOR INPUT VAT REFUND MUST BE FULLY 
SUBSTANTIATED
KURIMOTO (PH) CORP VS. CIR

CTA CASE NO. 9740, SEPTEMBER 17, 2021



BIR ITAD RULING NO. 033-21, JUNE 18, 2021

SERVICE FEES PAID TO JAPAN NRFC WITH NO 
PE IS EXEMPT FROM FWT & FVAT THOUGH 

THERE IS SERVICE RENDERED IN PH SINCE TP 
IS PEZA



Philippines-Japan Tax Treaty 
PARAGRAPH 1, ARTICLE 7:

profits of enterprise of Contracting 
State shall be taxable only if there is 
an existing permanent 
establishment situated therein & 
profits are attributable to 
permanent establishment

PARAGRAPH 1, 2, AND 6, ARTICLE 5:



PHILIPPINE SINTER
CORPORATION 

12% VAT 
exempt

Even if the services are performed in PH

REGISTERED



WHAT’S THE 
LATEST ON 

CREATE LAW 
PROVISIONS 

ON E-
INVOICING & 

E-RECEIPTING?



WE HAVE CAS ALREADY. DO WE NEED TO REGISTER 
AGAIN ANY SYSTEM UPGRADE TO COMPLY WITH 

e-INVOICING & e-RECEIPTING?







MERCHANTS 
POSITION 
ON RR 15-

2021



NON-SUBMISSION OF SUPPORTING DOCUMENTS AT THE 

ADMINISTRATIVE LEVEL IS NOT FATAL TO THE CLAIM FOR A 

REFUND BECAUSE JUDICIAL CLAIMS ARE LITIGATED DE NOVO

CIR VS. NANOX PHILIPPINES, INC., G.R. NO. 230416, MAY 5, 2021 UPLOADED JULY 30, 2021



THE TAXPAYER-CLAIMANT NEED NOT WAIT FOR THE CIR’S 
ACTION OR REQUEST TO SUBSTANTIATE THE REFUND 
CLAIM BY SUBMITTING NECESSARY DOCUMENTS



DOCUMENTS NOT SUBMITTED AT THE ADMINISTRATIVE 
LEVEL CANNOT BE PRESENTED IN SUPPORT OF THE 
JUDICIAL CLAIM



Failure to submit supporting documents at
the administrative level is not fatal to the
claim for a refund because judicial claims
are litigated from the ground up

Sections 204(c) & 229 NIRC only require that
an administrative claim be priorly filed, that
is, to give the BIR at the administrative level
an opportunity to act on said claim

All evidence, regardless of whether or not
presented at the administrative level, can be
considered & given credence in determining
the propriety of tax refund









CAN WE BE 
QUALIFIED AS 

PEZA-ENTERPRISE 
UNDER CREATE 

LAW?
• Provides IT Services
• Registered w/ PRC

Transitional SIPP: IPAs are accepting ONLY sectors w/ the ff activities/projects
• T1-High potential for job creation; take place in sectors w/ market failures; value creation;

support sectors critical to industrial dev’t;

• T2-Produce supplies, parts, components & intermediate services not locally produced but
critical to industrial dev’t & import-substituting activities;

• T3-R&D resulting in improved productivity & efficiency, breakthroughs in science &
health, & high-paying jobs; new knowledge licensed in PH; commercialization of patents,
industrial designs, copyrights & utility models co/owned by RBE; technical manufacturing;
necessary for structural transformation of economy



PURCHASER CAN REQUEST MANUAL 
RECEIPT BEARING ITS INFORMATION 

RR 16-2018



RECRUITMENT & JOB PLACEMENT: 
DIRECT OR INDIRECT?



JOBSTREET POSITION DESPITE DEFERMENT OF 12% VAT 
IMPOSITION TO PEZA-REGISTERED TP



LANDLORD PASSING ON VAT
VALID OR NOT?



VAT CHARGES 
OF SHELL TO 

PEZA
RR 9-2021 & Sec 5 RA 8424, as 
amended by RA 11534













SPECIAL ECONOMIC ZONES





Any sale of goods, property, or services
made by a VAT registered supplier from 

Customs Territory 
to any registered enterprise operating in the 

ecozone
regardless of the class or type of the latter’s 

PEZA registration
is actually qualified & thus
legally entitled to the 0% VAT 

CROSS BORDER DOCTRINE



VAT system is not repealed
Legal fiction 
that an Ecozone is separate & outside customs 

territory under Sec. 8 PEZA Law is not repealed

RMC 74-99 clearly clarifies & remain to be 
long & outstanding reference of PEZA 
entities on VAT treatment of 
intrazones, interzones & 
RBEs with their local suppliers of goods & 

services from customs territory 

OUR APPRECIATION OF 
CREATE LAW IMPACT







WFH ARRANGEMENT FOR RBEs OF 
IT-BPM SECTOR

FIRB RESOLUTION NO. 19-21

• providing services in line with transitional 
SIPP

• WFH until March 31, 2022
– 75% = beg. January 1, 2022
– 90% = if State of Calamity due to COVID is 

extended any date beyond January 1, 2022
• # of laptops/equipment outside ecozone
• should not exceed # of employees under WFH



• Bonds shall be posted for all equipment 
deployed

• Revenues from export as required shall be 
maintained 
– regardless of  allowed ratio of employees who will 

WFH
• current number of employees shall not be 

reduced
– regardless if majority of their employees are working 

from home 
• RBE shall comply with reportorial requirements & 

site inspections





registration of export enterprise shall be 
subject to cancellation if it consistently 

fails to export at least 60%

RA No. 7042 or Foreign Investment Act of 1991
Sections 6 & 7 of RA No. 7042











TAXATION OF FAB ENTERPRISES

Those not enjoying 
ITH/NOLCO shall 
pay 5% FT on GI

• 1% to Nat’l Gov’t (i.e. BIR)

• 1% to Province of Bataan

• 1% to Treasurer's Office of
Municipality of Mariveles

• 2% to AFAB

For income subjected to 
regular CIT – taxes shall 

be remitted to Nat’l
Gov’t alone (BIR) 



WHEN THE 5% PREFERENTIAL RATE IS APPLIED



WHEN THE 5% PREFERENTIAL RATE 
IS APPLIED





SUBSCRIBE TO OUR 

E-MAIL ME AT
willie.santiago@dmdcpa.com.ph


