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TO

Rr:VElhlUlH MEMORANDUM GIRCULAR NO le ?-UyU

clarifying the'[ax Treatment of lntegrating the lnternational passenger
Service Charge at the Point of Sale of Airline Tickets

All lnternal Revenue Officers and Others Concerned

This Circular is being isrsued to s,tandardize the tax treatment of integrating the Domestic
Passenger Service C;harge (DPSCI and lnternational Passenger Service Charge (lpSC),
commonly referred to as terminal feers, into airline tickets at the foint of sale.

The prot,tisicrh$ of ltevenuer Memrlrandum Circular (RMC) No. 34-2012 dated July 1 3,2012
shall also So\/ern ther invcicing anrl recording of integrated IPSC in the books of airline
coml>anies and airport authorities. r\pplying the guidelines laid down in RMC 34-2012, the
follolving at'rg titrl rules for tPSC collected by Airline Company for Airport Authority:

a. Collectian of /PSC frartpassen(lers

The DomesticAirline Cornpanieri shall collect the IPSC from passengers.and shall include
the IPSC in ther olTicial receiprt to be issued by the Airline Company to tne passenger. The
VATable and VAI- exempt componr:nts of IFSC shall be separately reflected in the official
receipt. The share of the Airport ,\uthority in the IPSC should be shown in the Airline
Company's official rer:eipt as part ol receipts subject to VAT while the Aviation Security Fee
and other fees r.PD 11157) should be reflected as VAT exempt. Lastly, the VAT component of
the IPSC sirourkl h,e includerl in the t,rtalVAT.

However, for lnterrnatianal Airlire Companies, the collected IPSC from the passengers
shall likewise be reflected in its official receipts. The share of the Airport Authority, AviJtion
Fee and othen fees (PD 1957) shouftJ be reflected as VAT exempt.

'[he ac;r;*unts to recorcl the IPSC (Share of Airport Authority, Aviation Security Fee and
fees under Pil 19ti7) rmay be shown in the financial statements as other income/expense.

-Io illustrate, assume tlat the lP3C amounts to five hundred fifty pesos (P550.00) broken
dowlr as lbllc*,vs;:

{ihilre {)f Airprcrt Authr>rity
PD 191i7 (Eiureau of l'reasury)
l\viation Sec;r1ty Fee (EC No. 30 of lgg8)

P 390.00
100 00
60.00
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A domrr'stic airlin,e connpany that is subject to VAT, or an international
is a residerrt foreign corporation and subject to VAT on service fees, shall
o1'IPSC as liollows;:

airline company that
record the collection

Caslr 550.00
lP$C-::;hare o1' Airpor: Authority (P390 l1 .12)
lP$;C- Due ter ltlational Govt. PD 1957
lP$C- ,{viaticln Secur ty Fee
Cuiput VAT iF'348.21 x 12o/o)

b. Remittem{ie of lF'l]C by Airline Company to Airport Authority

348.21
100.00
60.00
41 .79

348.21
100.00
60.00
41 .79

550 00

348.21
100.00
60.00
41 .79

The lP$iC collected by the Airlinr: Company shall be paid to the Airport Authority, which in
turn, shall issue an official receipt to the Airline Company. The official receipt shall indicate the
full amount of the IPSC (i.e., P550 par passenger).

Assuming; the sarne facts as in tlre previous illustration, a domestic airline company, which
is subject tcr $p1, or iln international airline company that is subject to VAT on service fees,
shall record the remittance of IPSC as follows:

IPSC-$hare ol'Airport Authority (P390 l1 .12)
lPSC.. Due to i\lational Govt. PD 1957
IPSC". ,Aviartiorr Security Fee
lnpu,t \#rT (P::t48.21 x 12%)

Cash

On the other lranr1, the Airport Authority shall record the receipt of IPSC from a domestic
airline company, v,rhicir is srlbject to'/AT, or an international airline company that is subject to
VAT on senrice feas, ias foll,cws:

Cash 550.00
lP$;C-tihare 01' Airpor: Authority (P390 l1 .12)
lP$C- Due to Nationa I Govt, PD 1957
IPSiC- ,4viation Securty Fee
Ou'tput VAT i,Ft348.21 x 12o/o)

c. Paymenl'of Seryice Fees by Airport Authority to Airline company

Payme,lrt ol'service iees hry Airprlrt Authority to Airline Company shall be governed by the
rules on government money paymer:ts and be subject to Creditable Withholding VAT (CVAT)
at the rate of 59'o and Creditab,le Witltholding tax (CWT) of 2o/o of gross payments. The Airline
Company shall issue a VAI- Official Receipt to acknowledge receipt of the service fees from
the Airpofi Authority.

However, pray'ment of service fe,es by Airport Authority to international Airline Company
shall be treaterd as other incorne subject to corporate income tax,

The Airport Authority shall remil the five percent (5%) CVAT1 and the two percent (ZYo)

CWT on payment for service fees and issue the corresponding Certificate of Creditable Tax
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Withheld at Source (BlR Form 2307) in the name of the domestic airline company or the
international airline company that is a resident foreign corporation, as the income recipient.

ln the previous illustration, assuming that the agreed service fees to be paid by the airport
authority to the airline company is 2.95% of the IPSC, a domestic airline company that is
subject to VAT, or to an international airline company that is a resident foreign corporation and
subject to VAT on service fees, shall record the receipt of service fees as follows.

Cash 15.2110
Creditable Withholding Tax- lncome (Service Fees x 2%) 0.2897 *
Creditable Withholding Tax- VAT (Service Fees x 5%) 0.7243

Service lncome (550 / 1.12 x2.95%) 14.4866
Output VAT (Service Fees x 12o/o) 1.7384

* This represents the 2o/o creditable withholding tax on persons residing in the
Philippines, pursuant to Section 2.57.2 (N) of Revenue Regulations (RR) No. 2-98, as
amended by Section 2.57.2 (J) of RR No. 11-2018, on the income tax on service fees
imposed under Section 4.4 of RR No. 15-2013.

Concurrently, the Airport Authority shall record the payment of service fees to a domestic
airline company that is subject to VAT, or an international airline company that is a resident
foreign corporation and subject to VAT on the service fees, as follows:

lf, however, the service fees are earned by an international airline company that is a non-
resident foreign corporation and subject to VAT on the service fees, the receipt of service fees
shall be recorded in its books as follows:

Service Fees
lnput VAT

Cash
Expanded
Expanded

Withholding Tax- lncome
Withholding Tax- VAT

lncome
Tax- VAT
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15.21 1 0

0 2897
0 7243

11.8790
3.6217 **
4.7243 ***

14.4866
1.7384

14.4866
1.7384

14.4866
1 7384

Cash
Final Withholding Tax- lncome (Service Fees x 2S%)
Creditable Withholding Tax- VAT (Service Fees x s%)

Service lncome (550 I 1.12 * 2.95%)
Output VAT Service Fees x 12%)

"* This represents the 25o/o Final Tax Withheld, pursuant to Section 2.57 .1 (l) of RR No.
2-98, as amended by Republic Act No. 11534, on the income tax imposed under
Section 4.4 of Revenue Regulation No. 15-2013.

*** This is pursuant to Section 114 (C) of the National lnternal Revenue Code of 1997,
as amended ("Tax Code").

While the Airport Authority shall record the payment of service fees to an international
airline company that is a non-resident foreign corporation and subject to VAT on the service
fees, as follows:

Service Fees
lnput VAT

Final Withholding Tax-
Expanded Withholding
Cash

3.6217
4.7243

1 1 8790
(-



Section 6 of RR No. 15-2013 to the contrary notwithstanding, lnternational Carriers
exempt under Section 109 of the Tax Code shall be allowed to register for VAT purposes in
relation to IPSC, being unrelated to the transport of passengers and cargo.

Moreover, the collection of taxes on IPSC specified under this RMC should be treated
independently from the Gross Philippines Billings (GPB) Tax imposed under Section 28(AX3)
of the Tax Code and the 3% Common Carrier's Tax imposed under Section 118 of the Tax
Code, as the GPB refers to the amount of gross revenue derived from caniaoe of persons,
excess baqqaqe. carqo. and mail orioinatinq from the Philippines in a continuous and
uninterrupted flight, while the percentage tax on lnternational Carriers in Section 1 18 pertains
to gross receipts derived from transport of carqo from the Philippines to another.

_ Considering that the IPSC is a service charge for services performed within the
Philippines, then justifiably, it should be treated independently from the taxes imposeO on ne
mentioned revenue from carriage of persons, excess baggage, cargo, and mail originating
from the Philippines

Should the airline company opt to remit the IPSC to the Airport Authority net of the Service
Fgry i! charged, the same rules as above shall apply. The Airport Authoriiy shall still issue a
VAT Official Receipt to the airline company for the full amount of lpSb (i.e., p550 per
passenger) and at the same time, the airline company shall likewise issue a VAT Official
Receipt to the airport authority for the service fees. However, to comply with the withholding
requirements, the tax to be withheld on the service fees, whether CVAT, CWT, or FM-, shal-l
be paid back to the Airport Authority for remittance to the BlR.

All concerned are hereby enjoined to be guided accordingly and give this Circular as wide
a publicity as possible.

This Circular shalltake effect immediately.

ffia*S
CAESAR R.'DULAY 

-

Comm,,ss/oner of lnternal Revenue
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