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Recent Regulations 
On Value-Added Tax

Increase in VAT Threshold Amounts

Starting on January 1, 2012, the threshold amounts 
subject to value-added tax (VAT) will be adjusted to the 
following values:

The values were computed using the Consumer Price 
Index as published by the National Statistics Office 
(NSO), in compliance with the Consolidated VAT 
Regulations of 2005.

(Revenue Regulations No. 16-2011, October 
27, 2011)

Hotel’s Other Services to Air 
Transport, Vatable

The Bureau of Internal Revenue (BIR), revoked its 
previous ruling in [DA-(VAT-057)  552-08] dated 
December 18, 2008, stating that services provided by 
hotels to persons engaged in international airport 
operations is subject to the value-added tax at zero 
percent (0%) rate.

In a recent BIR Ruling (099-2011 dated April 6, 2011), the 
tax authority stated that the services provided by the 

Section 

Section 109 (P) – 
sale of residential 
lot 
Section 109 (P) – 
sale of residential 
house and lot or 
other residential 
dwellings
Section 109 (Q) – 
lease of residential 
unit
Section 109 (V) – 
sale or lease of 
goods or properties 
or performance of 
services

Amount in 
Pesos (2005)

1,500,000

2,500,000

10,000

1,500,000

Adjusted 
threshold 
amounts

1,919,500

3,199,200

12,800

1,919,500

Hotel to its clients engaged in international air 
transport operations pertain to room accommodations 
and food and beverage services. As they are rendered 
within the Hotel’s premises, they have no direct 
connection with the transport of goods or passengers. 
As such, they cannot be considered as services directly 
attributable to the transport of goods and passengers 
from a Philippine port directly to a foreign port; thus 
they are not entitled to zero-rating, but are 
appropriately subject to 12% VAT. 

(Revenue Memorandum Circular No. 31-2011, 
August 4, 2011)

Failure to Comply on Invoicing 
Requirements now Penalized

The Tax Code provides for the invoicing requirements 
on all VAT-registered taxpayers to issue sales or 
commercial invoices or official receipts which should 
separately bill the VAT component. The amount of the 
tax should be shown as a separate item in the invoice or 
receipt.
 
Failure or refusal to comply on the required content of 
the invoice or official receipt, upon conviction, for each 
act of omission, is punishable by a fine not less than 
One Thousand Pesos (Php 1,000) but not more than Fifty 
Thousand Pesos (Php 50,000) and suffer imprisonment 
of not less than two (2) years but not more than four (4) 
years. 

(Revenue Regulations No. 18-2011, 
September 12, 2011)

Taxes on Foreclosed Property, When 
to Pay  

Foreclosed asset of natural persons may be redeemed 
within one year from the date of registration of the sale 
in the Office of the Register of Deeds. On the other hand, 
foreclosed assets of juridical persons in an extrajudicial 
foreclosure may be redeemed until the registration of 
the certificate of foreclosure sale with the applicable 
Register of Deeds but not more than three (3) months 
after foreclosure, whichever is earlier. 

Know Your Taxes
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Capital gains tax or creditable withholding tax returns 
and payments are due within 10 days after the end of 
each month, except for taxes withheld for the month of 
December of each year which shall be filed on or before 
January 15 of the following year. Documentary Stamp 
Tax returns and payments are due within five days after 
the close of the month when the taxable document was 
made, signed, accepted, or transferred. 

(Revenue Memorandum Circular No. 
55-2011, November 11, 2011)

Feature:

WANT TO RETIRE YOUNG AND RICH? 

“Men were never created nor designed to 
live a mediocre life. He is created and 
designed to live a rich and abundant life.”

Every individual longs to have an abundant life; in other 
words, most people desire to be rich. Those who are 
working want to retire comfortably. Through a recently 
enacted law in the country, those desires may not be at 
all far from happening.

On August 22, 2008, former President of the Republic of 
the Philippines Mrs. Gloria Macapagal-Arroyo, signed 
into law Republic Act 9505, also known as An Act 
establishing a Provident Personal Savings Plan known 
as Personal Equity and Retirement Account or PERA 
Law, which took effect on November 1, 2008. The said 
law is a Philippine version of the 401K law of the United 
States of America.

Moreover, the Law has been created pursuant to the 
policy of the state to promote capital market 
development and savings mobilization which eventually 
may lead to the long-term economic sustainability of 
the country.

Further, the regulatory authorities headed by the 
Bangko Sentral ng Pilipinas, approved the Implementing 
Rules and Regulations of the above-mentioned law.

PERA Act of 2008

To implement the tax provision of the law, establish 
uniform guidelines in the administration of tax 
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privileges and incentives, and provide rules on 
qualification and accreditation of Administrators, the 
Bureau of Internal Revenue (BIR) issued Revenue 
Regulations No. 17-2011.

What is PERA?

PERA or Personal Equity Retirement Account refers to a 
voluntary retirement account established by and for the 
exclusive use of the Contributor for the purpose of 
being invested solely in PERA investment products in the 
Philippines .

Nature and coverage of the PERA Law

The PERA law intends that its establishment is voluntary 
on the part of an individual, referred to in the law as 
Contributor, who may or may not be employed, but has a 
Tax Identification Number and the capacity to contract 
and contribute to a PERA. However, for employed 
contributors, the employers  may establish PERA as 
additional benefit for employees which to the latter 
become a leverage to be able to retire rich. Such being 
the case, the PERA is similar to reasonable private 
benefit plan allowed under Philippine law, tax 
treatments of which are provided for in the Philippine 
Tax Code.

Maximum PERA Contribution

Subject to adjustment that may be authorized by the 
Secretary of Finance, the aggregate maximum 
contribution allowed for a qualified Contributor is 
P100,000, or its equivalent in any convertible foreign 
currency at the prevailing rate at the time of the actual 
contribution, for each Contributor per year.

Should the Contributor be married, each spouse may 
make a maximum contribution of P100,000 per year.

If the Contributor is an Overseas Filipino, the maximum 
contribution is double the allowable maximum amount. 
“Overseas Filipino” refers to (1) an individual citizen of 
the Philippines who is working or deriving income from 
abroad, and (2) one who retained or reacquired his 
Philippine citizenship under Republic Act 9225, 
otherwise known as the “Citizenship Retention and 
Reacquisition Act of 2003”; or (3) Overseas Filipino’s 
legitimate spouse, whether or not said spouse is of 
Filipino ancestry, and the children of the Overseas 
Filipino citizen mentioned , who does not qualify under 
either (1) or (2) above mentioned.
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Qualified Employer’s Contribution

As a reasonable private benefit plan, a private employer, 
whether as a single proprietor, a partnership or a 
corporation, may contribute to the PERA established by its 
employee, which contribution shall not exceed the 
employee’s qualified or maximum PERA contribution.

Tax Treatment of Income and Incentives 
arising from PERA 

All income earned from investments and reinvestments of 
the Contributor’s PERA assets in the maximum amount 
allowed under the law shall be exempted from tax. 
Moreover, distribution of income arising from retirement 
or death of the Contributor shall also be tax-free.

Also, the law and this regulation provides for entitlement 
by the Contributor to a Tax Credit evidenced by a Tax 
Credit Certificate (TCC) equivalent to 5% of the 
Contributor’s maximum PERA contribution for the 
calendar year. The Tax Credit Certificate may be used to 
pay for any tax liability that the Contributor may owe in 
the future.

It is also worthy of note that the tax credit granted by the 
Law to PERA Contributors is non-refundable which means 
that should the Contributor’s tax credit exceed his tax 
liability, he is not entitled to claim for a refund of the 
excess. However, as to whether or not the excess tax credit 
may be carried over in the succeeding years, the law is 
silent and neither the regulation mentioned the same.

Further, since the law allows private employers to make 
contribution to the PERA established by its/his employees 
as a reasonable benefit plan, the employer is likewise 
authorized to claim as deduction from its/his gross 
income the actual amount contributed to complete the 
maximum employee PERA contribution for the calendar 
year; provided however that, notwithstanding such 
contribution made by the employer, the Contributor 
retains the prerogative to make investment decisions 
pertaining to his PERA and provided, further, that such 
contributions shall be in addition to and not in lieu of the 
employer’s contribution to the Social Security System and 
its obligation to pay retirement benefits under the Labor 
Code.

This publication should not be used or treated as 
professional advice. The information in this 
publication should not be relied upon to replace 
professional advice on specific matters and its 
contents must not be used as a basis for formulating 
decisions under any circumstances. Readers of this 
material are advised to seek professional advice 
before making any business decision or you may call 
and ask for the full text.

Tax Digest by:   Atty. Marissa Yambao and 
    Devie Marie S. Malabanan

For clarification, tax queries or if you need 
our assistance in securing BIR ruling, you 
may call us at telephone number (632) 
759-5090 or email us at aocheadoffice@rsm-
alasoplascpas.com or visit us at our website: 
www.rsm-alasoplascpas.com

   Contributor – shall refer to a natural person who: 1) establishes and 
contributes to a PERA; 2) has a Tax Identification Number (TIN); and 3) has 
the capacity to contract. (Section 2(c) Revenue Regulation 17-2011
   Section 2 (q) Qualified Investment products shall refer to investment 
products duly approved by the concerned Regulatory authority which could 
be any of the following:
a) A unit investment trust fund (UITF), b) Share of stock of mutual fund, c) 
Annuity contract,  d) Insurance pension product, e) Pre-need pension plan, f) 
Shares of stock or other securities listed and traded in the local stock 
exchange, g) Exchange-traded bond, h) Government securities, i) Any other 
category of investment product or outlet which the concerned regulatory 
Authority may allow for PERA purposes.
   Section 6, Republic Act 9505
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Finally, although the law provides leverage for every 
qualified individual to achieve a worry-free 
retirement, it is up to the person to make the choice, 
take the step, and get hold of a secure retirement to 
ensure a comfortable life after years of hard work.


