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$UBJECT :; Amending Sections 4.'t09-1 (BX1Xs), {t} and (u) of Rervenue

Regulations (RR) No. t6-2005, as arnended, R.elative to Sale,

importation or lease of passenger or cargo vessels and aircraft,
including engine, equipment and spare parts thereof for
dornestic or internationai tra ns port o perations

: All lnternal R.evenue Officers and Others Concerned

SECTION 1. Scope. - Pursuant to the provisions of Sections 109(T) and 244, in
relation to Section 245 of the National lnternal Revenue Code of 1997 (Tax Code), as

amended, these Regulations are hereby promulgated to amend provisions of Revenue

Regulations (RR) No. 16-2005, as amended.

SECTION 2. Amendment. - Section 4.1A9-1 (B)(1) of RR 16-2005, as amended, is

hereby further amended by revising Section 4.109-1 (B)(1Xs) and deteting Sections

4.109-1 (BX1X0 and (u) . Accordingly, Sections 4.109-1 (BX1Xs), (t) and (u) of RR

16-2005, as amended shall now read as follows:

"SECTION 4.109-1. VAT-Exempt Transactions. -
XXX

(B) Exempt transactions. -
(1) Subject to the provisions of Subsection (2) hereof, the following
transactions shall be exempt from VAT:

XXX

61 The 'transporl of passenqers bv international carriers doing
business in the Philippines shall be exempt from value-added tax
(VAT) pursuant to 

'sections 
109(1)(S) of the NlBQ,-as ameldCd

rqo bY international carriers
doinq buQglqss in thg.. Phl!-ippine.: thall b-e-.-exempt from VAT
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pursuant to Sections 109(1XE) of the lrllRC, al arnended by RA
No. 10378, as the same is sqbj.ect to Common Carrier's Tax
(Percentage 'Tax on lnternationai Carriers) under Section 1 1B of
the NIRC, as amended. lnternational carriers exempt under
Sections 109('1)(S) and 109(1)(E) of the NlRC.as Amended, shall
not be allor.ved to reqister for VAT purLo-les.

Sale, imporlation or lease of passenqer or carqo vessels arcl
aircraft, includinq engi-ne, equipment arld spare parts thereof for
domestic or international transport operations, Provided,
however, that lhe exemption from VAT on the importation and
local purchase of passenger and/or calgo 'ressels shall be
subiect to the'requirements QIr restrictiQn on vessel importation
and mandatory vessel retirem@

lmporlation of fuel, goods and suppiies by persons engaged in

international shipping or air transport operations; Provided, thai
the said fuel, goods and suppiies shall be used exclt-tsively or
shall pertain to the transport of goods and/or passenger from a

port in the Philippines directly to a foreign port, or vice versa,
without docking or stopping at any other port in the Philippines
unless the docking or stopping at any other Philippine port is for
the purpose of unloading passengers andlor cargoes that
originated from abroad, or to load passengers and/or cargoes
bound for abroad; Provided, further, thai if any portion of such
fuel, goods or supplies is used for purposes other than that
mentioned in this paragraph, such portion of fuel, goods and
supplies shall be subject to twelve percent (12%) VAT starting
February 1, 2006;

Services of banks, non-bank financial intermediaries performing
quasi-banking functions, and other non-bank financial
intermediaries, such as money changers and pawnshops, subject
to percentage tax under Secs. 121 and 122, respectively, of the
Tax Code; and

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 Nine Hundred Nineteen Thousand Five
Hundred Pesos (P1 ,919,500.00); Provided, every three (3) years
thereafter, the amount shall be adjusted to its present value using
the Consumer Price lndex, as published by the [tlSO; Provided,
further, that such adjustment shall be published through revenue
regulations to be issued not later than March 31 of each year;

For purposes of the threshold of P1 ,919,500.00, the husband and
the wife shall be considered separate taxpayers. Howerrer, the
aggregation rule for each taxpayer shall apply. For instance, if a
professional, aside frortl th* practice of his profession, also
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derives revenue from other lines of business'rrrhich are otheruiise
subject to vAT, the same shall be cornbined for purposes of
determining whether the threshold has been exceeded. Thus, the
VA1-exempt sales shall not be included in determining tlie
threshold." '

$fCTlON 3. Repealing Clause. - Any rules and regulations or parls thereof

inconsistent with the provisions of these Regulations are hereby repealed, amendecl,

or modified accordingly.

SECTION 4. Effectivity. -The 
provisions of these Regulations shall take effect after

fifteen (15) days following publication in any newspaper of general circuiation.
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