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In 1988, the Philippines implemented 
its Value Added Tax (VAT) system as 
part of a broader effort to modernise 
its tax structure and enhance revenue 
collection. This marked a significant 
shift from the previous sales tax system, 
aligning the country with global taxation 
trends. 

The introduction of VAT was driven 
by the need for a more efficient and 
transparent method of taxation that 
could generate stable government 
revenues while reducing the cascading 
effects of multiple sales taxes.

The VAT system in the Philippines is 
primarily governed by the National 
Internal Revenue Code (NIRC) of 
1997, as amended. The Bureau of 
Internal Revenue (BIR) is responsible 
for overseeing its implementation and 
ensuring compliance. 

Over the years, VAT has played a crucial 
role in the country’s fiscal policy, helping 
to fund public services and infrastructure 
projects.

Currently, the standard VAT rate in the 
Philippines is 12%, applied to most goods 
and services sold within the country. 
Like many VAT systems worldwide, it 
operates as a consumption tax, collected 
at various stages of production and 
distribution, ultimately borne by the final 
consumer. 

Businesses engaged in taxable 
transactions above a certain threshold 
must register for VAT, contributing to the 
overall tax base.

Since its introduction, VAT in the 
Philippines has undergone several 
reforms aimed at improving efficiency, 
expanding coverage, and addressing 
economic challenges. 

The system continues to be a key 
component of the country’s taxation 
framework, ensuring a steady source of 
government revenue while adapting to 
evolving economic conditions.
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VAT RATES

12% - 

0% - Reduced: Exports, international shipping, 
transport and renewable energy

Standard: All other taxable goods and 
services

Tax filing and   	
deadlines
In the Philippines, VAT-registered 
businesses must file their VAT returns 
and remit taxes regularly. VAT returns 
are filed using BIR Form 2550M 
(Monthly VAT Declaration) 
and BIR Form 2550Q 
(Quarterly VAT Return). 
The monthly VAT 
return is due on the 
20th day of the 
following month, 
while the quarterly 
return is due on 
the 25th day after 
the quarter’s end. 

Payments can 
be made through 
authorised agent 
banks, online banking, 
or BIR-accredited payment 
channels. Businesses must also 
maintain proper records and issue 
VAT-registered invoices or receipts. 
Failure to file or pay on time results 
in penalties, including interest and 
surcharges.

VAT returns in the Philippines must be 
filed by all VAT-registered businesses to 

report their VAT collections and input 
tax credits. The monthly VAT 
return (BIR Form 2550M) and 

the quarterly VAT return 
(BIR Form 2550Q) 
summarise taxable 

sales, purchases, 
and VAT payable. 

Businesses can 
claim input 

VAT credits on 
purchases to 

offset output VAT 
collected from sales. 

If input VAT exceeds 
output VAT, the excess 
can be carried forward 

or refunded under specific 
conditions. VAT returns must 

be filed electronically through the 
Electronic Filing and Payment System 

(eFPS) or eBIRForms. Late filings 
incur penalties, including interest and 

surcharges.

VAT returns

DID YOU 
KNOW...
In the Philippines, senior citizens 
and persons with disabilities (PWDs) 
enjoy a unique double discount 
when purchasing essential goods 
and services. 

They receive a mandatory 20% 
discount on items like medicines, 
food, transport, and medical 
services, while also being exempt 
from the 12% VAT on the same 
purchases. 

This effectively increases their 
savings beyond 20%, making it 
a rare benefit compared to VAT 
systems in other countries. 

This policy reflects the 
government’s commitment to 
supporting vulnerable sectors 
by reducing their cost of living 
and ensuring greater financial 
accessibility to essential goods and 
services.

18% - Increased: “Amusement tax” on night 
clubs, bars, cabarets etc

Failure to comply with VAT regulations in the Philippines can lead to significant penalties 
imposed by the Bureau of Internal Revenue (BIR). Below are the key penalties for VAT-
related violations:

•	 Late Filing or Payment – A 25% surcharge on the tax due, 20% annual interest, and a 
compromise penalty may apply.

•	 Failure to Issue VAT-Registered Invoices/Receipts – Fines of up to PHP 50,000 per 
violation.

•	 Underreporting Sales or Non-Declaration – A 50% surcharge on the unpaid tax and 
potential criminal liability.

•	 Failure to Register for VAT – A PHP 10,000 fine plus payment of uncollected VAT.

VAT compliance is crucial to avoid financial and legal repercussions. Businesses must 
ensure timely filing, accurate tax 
reporting, and proper issuance 
of receipts to prevent penalties 
and maintain good standing 
with the BIR.

Penalties

E-invoicing in the Philippines is part of the government’s digital tax reforms aimed at 
improving transparency and compliance. 

The Electronic Invoicing/Receipting System (EIS) was initialy introduced in 2022 under 
the TRAIN Law (Republic Act No. 10963) and requires certain businesses to issue 
electronic invoices and receipts. 

Initially, this mandate applies to large taxpayers, exporters, and e-commerce businesses, 
with plans to expand its coverage in the future.

Under this system, VAT-registered businesses must transmit their sales data to the 
Bureau of Internal Revenue (BIR) in real time or near real time. This digital approach 
enhances efficiency, reduces tax fraud, and simplifies record-keeping. 

The government is gradually rolling out e-invoicing to ensure businesses can transition 
smoothly.

E-Invoicing

Businesses in the Philippines must register for Value Added Tax (VAT) with the Bureau 
of Internal Revenue (BIR) if their annual gross sales or receipts exceed PHP 3 million. 
Voluntary registration is also allowed for businesses below this threshold.

To register, businesses must first secure a Taxpayer Identification Number (TIN) if they 
haven’t already. The next step is to file BIR Form 0605 (Payment Form) and pay the 
registration fee of PHP 500 at an accredited bank or online payment channel.

 Afterward, they must submit BIR Form 1903 (for corporations/partnerships) or BIR 
Form 1901 (for sole proprietors and professionals) along with required documents, 
including a Certificate of Business Name Registration (from DTI for sole proprietors or 
SEC for corporations), proof of address, and valid IDs.

Once submitted, the business receives a Certificate of Registration (BIR Form 2303), 
allowing it to issue VAT-registered receipts and invoices. VAT-registered businesses 
must also display their “Ask for a Receipt” notice and maintain proper VAT books of 
accounts.

Registration

Non-Profit 
Organisations

Health Services

Education Services
Certain Property 

Sale or Lease

Agricultural & 
Marine Products

 Religious Services

A guide to VAT in the


