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SUBJF]CT

TO

REVENUE h,TEN,IORAhIDUM C{RCUI-AR. NO. A5- 3A $

Clariti'ing the Pertinent Provisions ol Revenue RegLrlations No, 6-2015
lvlore Particr:lar1y on the Imposition of Advance Business 'l"ax (Valr"re-

Added Ta,x or Percentage Tax) on Rar,v Cane Sugar and Rcfined Sr:gai:

.{11 Intemal ftevenue Otficers and Others Concernecl

This Circriiar is herebv issued in order to clarif;-. tiu'ough question and ansrvcr. certain
issues on the implementation of R.evenue Regulations (RR) No. 6-2015 dated \{arcir 31,2015,
more paiticularly 0n the imposition of advance business tax (,,,a1r:e-added tax |VAT] or
percentage tax) on raw sugitf and reflned sugar.

1. a What is the advance br.Lsiness tax (VAT or percentage tax) treatment on the physical
iuveniories of raw sugar anti rel-inecl sugar held in possession b_,- the millerisr"rgar
refinery at the time of etlectivity of RR No. 6-20 1 5 on lz{av I " 20 1 5 ?

A. 'fhe ph"vsical inr,'entories of raw sligar and refinecl sllgar co..'ered i:.v Qr-reda.ns clateC

belore N{ay 1, 2C15 are not sutrject to the imposition of the advance business tar
(VAT or percentage tax).

a, ltr cases lvhere the taxpay'er's sugar manuiacturing operation both inciucie the tiiiliing
and retinery operations (integrated operation). rvhat sha11 be the business tax (VAT or
percentage tax) treatment. tbr puryoses ol RR No. 6-2015. under the ibllor,i'ing
instances:

(a) T1-re i'arv suger prodr:ced in the nrilling operations is sold to another person or
entit-v.

(b) l'he raw sugar protlr-rced in the niiiling operations is transf-ened to rhe ref"inerv
operations tbr conversion into reflr"red suga-r refined si,rgar.

A. In case rvhei'e the taxpaver is engagecl in integrated operation of milling and reiiriing
ol sr-rgar:

(a) The advance business tari (\rAT or peicentage tax) presclibed unCer RI{ No. 6-
2015 sitail be inposed on rt1\\'sr-igar pioduced in the miliing opel'ations if it is
sold to another pcrson or cntitv.
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(b) If tlte suid ii.r\;ii st.ltal is.lust translerrecl to the r"efinery ollcratior) o1 llrr; tunl;a'i't-:r

ibr purposes of refining and conr,'erting the same into refined sugar. onili the
advance business tax (VAl' or percentage tax) on the rclir-red sugar shall be

imposed. T'here is no separate imposition of busjness tax (\rAT or percentage
tax) on ra\r' sugar and refined sugar considering that no sales transaction has
trarrspired since both products are ou,ned by one and the same taxpayer.

a Under a tolling/service agreemeni. ABC Corpolation, a sugar refinerl,, processes and
converts into reflned a raw sugar or,;ned by XYZ Corporation. a sugar miller. rvhich
alread.v paid the prescribed advance business tax (valLre-added tax or percentage ta\)
on 1'aw sugar.

(a) L{orv will the advance VAT be computed on the ret-rned sugar prescribed under
RR No. 6-2A15, rvhich shall be paid bir XYZ Corporation. as the orvner thereofl

(b) \,'ill the ansrver be the same if XYZ Corporation sold instead the ralv sugar to
ABC Corporation?

A. (a) Under the said tollingr'ser-v"ice agreement. XYZ Corporation shall pal.the advance
VAT ciue on the refined sugar, net of the advance VAT paid on the ra,,v sugar"
since XYZ Corporation is the saine owner of the raw sugar and the resr-riting
refirred sugar.

(b) The allswer w'ill not be the sarne, hor.vever. rf XYZ Corporation soid the rar,r'

sugar to ABC Corporation. In that case. the advance VAT on the resriltinq rei-itred
sugar therefrom shail be paid b.r., ABC Corporation rvithout the beneilt of
deduction of the advance VAT paid b,v XYZ Corporation considering that
ownership is already transfereci to ABC Corporation. The advance VAT paid b",-

XYZ CorBoration shal1 be considered as an ordinary input VAT bl ABC
Corporation. if separatel"v billed. as oi-rtput VAT. in the sales invoice issued b1

XYZ Corporation.

It shal1 be lmderstood. however. that advance payments of percentage taxes by non-V-{T
taxpavers are not ailor,r,able as input tax credits in the computation of the VATliabilities of their
ciients-customers.

All revenue olficers and empioy'ees are herebr,' enjoined to give this Circular as wide a
publicity as possible.

l'his Circular sha1l take etTect immeCiatelv.

KIVI S. JAC JII"{TO-HENARES
C ornrnissioner of Internal Revenr:e
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