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SUBJECT: elarifying the Nature and Extent of the Agrieultural Cooperative Being the
Producer of Sugar for Exernption from Advanee VAT and Percentage Tax

Purposes Pursuant to Sectir:n 5(bflc) r:f Revcnue Reguiations (Rrt) wo. 8-201-5,

in reiatien to Seetiein 4(a) of RR No, 13-?008, and in line with $eetion
8{ir"2"1.2) of the Joint $iules and Regulation:; lnrplernerrtlng Articles 60, 61. and
1.44 CIf Republic Act (RAi No. 9520, or the Cooperative eocie of 2008.

TN . All lntr:rn=l Ror,.oi"rr rn ('!{[irers .enr'l f']*[rr:re f r.lnrornar.l

Section 1. BACKGROUND:

Section 109 (1)(L) of the National intei'nal Revenue Code (NIRC), as arnended,
e)(empts from Value-Acjdecj Tax (VAT) saie by agriculturai cooperatirres duly i'egisler'ed with
the Cooperalive Developmeni Authoritv (CDA) of jheg._pro_qq_eg, '"vhethei' in its origir'al
state or processed form, to ncn-mem'hers.

Seciion 5(b) of Revenue Regulations (RR) Nc. B-2-01-5 (dated ?-Z May 20i5),1 on the
otner nanci, pi'o'.iiCes that the wrthdrarvais of Sugar2 for saie lo non-i'nembers is subject to
payment of advance VAT or percentage tax if tX.g_egMglti!_tAl.tqo_pelEliut-lg__n_ql_.thq

Brodg_eg1of Sugar. Section 5(c) of RR B-2015 llkevuise pror.,rdes that If $
is not-fli_qgliqutqtgl-pfq_{q!_ef but merely purchases tlre Sugar fronr planter, r,vheiher

rnembers or non-mernbers, or transfer the Sugar [o cr:opei'ative through assignment, its

sale of tl-ie resulting Sugar to anoihe r agi-icultural coopelrati'/e shall L:e subjecl to VA-f and its
r,vithdrav,rals from the Sugar Refinery/Mill will only be allowed upon payment of the
advance VA-I or Percentage Tax.

Amending Revenue Re gulations l'..Jo, 6-20115 on the Definition of Ravr Cane Sugar for Purposes of the lr'rposition
of Advance Business Tax (Vaiue-Added -fax or Percen'rage Tax) and for Other Purposes

Sugar- re[ers to sugar otherthan Raw Cane Sugar as delined in the preceding paragraph. This inclucies sugar

r,vhose content of sucrose by ,,velght, in the or-y staie corresponds to a polarimerer reading of 99 5" and above

andlor whose color is 800 iCU or less.
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Finally, Section 8(c.2.1.2) of 'lhe Joint R,:les and Regulations implemeniing Articles

60, 61 anC, !44 of Repurbllc Act (i{A) i\lo. 952C, or the Cooperative Cocie of 2-008, states that
saie. by agricultural ccoperatives to non-rnen'rbers can otrly be exerrpted fronr VAT !l_tlp_

_c-U]_tgl$_p-Ip.1{rylg_fC.J_t-ql_h e_qqepSfAlyeit q glt. i f t h e c o o p e r a t i v e i s n o t
1-ne producer (e.g. tradei'), only those sales to its members shall be exempted fronr VAT.

i-r'om the aforesa d provisions of laws anC revenue issuances, tt is, thus, ciear'that in

crder tirat withdrawals ot Sugar by agriculturai ccopei'ative for sale to non-rnembers cr to
anolhei"agricuitural cooperative be exempt frcm advance VAT or Percentage Tax, the

agriculturai coopei'atir.re grOi-Eq,HBf

Uncier Section.l(a) of RR No. 13-2008 (dated 19 September'2008),3 "cl cooperative is

seiei ta be the producer af the sagar if it is the tiller af the land it own1 or leases, incurs

;ost af agricultwral production of the sug*r and produees the sagar cane to be refined".
-l-his defirrition is consistent with the ciefinition of "producer's cooperotive" unCer Ai'ticle

23[c] of R.A No. 952,0, which is one that undei'takes ioint ]:roduction u,hether agricultural

or indusii'iai. it is formed and oBeratec by its members to undertake the production and

processing cf raw materiais or gr:oc1s produced by ii;s tnembei's into finished or processed

prcducts for sale by the cooperative to its membei's atrd non-membei's. ArTy end product cr'

its derivative arising from the ra\/ m.ltei'ials produced bv lts rnembers, sold in the name and

for the account of the coopei'ative, shall be deemed a pi'odt-tct cf the cooperative and its
members.

ln fact, Section 8(b.2.1..2) of the Joint Rules and Regulaiions lmplernenting irrticies

60,6L and L44 of RA 9520 provides - following the aforesaid definition of "producer's

cooperative" - that the exempt transactions pursLrant to Section 109(1)(L) of the NlR.C, as

amended, shall inciuoe sales made by a duly i'egistereel agricultural cooperative organizeel

and operated by its nnembers to undertake the production and proeessing of raw
materials or sf goods produeed bry its rnembers into finished or processed products for
sale by said cooperative tr: its rnenrbers and non-menrbers: Pravided, finally, That any

processed product or its derivative arisingfrom the raw materials prodr-iced by its rnembers,

scld in the name and fcr the account of the cooperative, shall be cieerned the oroduct of
the cooperative

Section 2" P_U_ :

To avoid confusion and to gir,,e full effect to the provisions of Section 5(b)(c) of RR

No,8-2015, in relalron to Section 4(a) ol'RR No. L3-2008, and iri line ''vith Section B(b.2,1.2)

of the Joint RLrles and Regulations lrnplementing Articles 60, 61. and I44 of RA 9520, this

3 Consolidated Regulations on Advance Value Addeci Tax on the Sale of Refinerl Sugar; Amending and/or

Revoking All Rev-.nue issuances lssued to this Effect, ancl for Other Related Purposes.
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Circular is being issued to clarifythe nature and extent of the agricultural cooperative being

the producer of Sugar for sale to non-members or another agricultural cooperative for
exemption from advance VAT or Percentage Tax purposes,

Section 3. CLARIF!eATl0N :

It is hereby clarified that a duiy registerecJ agi-icultr:ral coopei'ative is said to be the
prcducei'of Sugar - consisteni with the cor.,cept of a pi'oducer's cocperattve being a joint
production wherein i-a!v materrals or goods are produced by its members for F,.rocessing

irrto finished or processed croducts - if the follorving requisites are present:

(a) it is the tiller,-rhru its rnembers, of the lancj it ou.,ns, or ieases; anel,

(b) it incur-s cost of agriculturai pi"ocjuction of the sugar and produces the sugar cane

to [:e refined.

l-he aforesaid requisites mgq! con!Lir. In the ailsence of any one of these requisites,

an ag;'iculturai cooperative cannot be considered a producer of Sugar and, thus, its

withdravuals of Sugar for sale to non-menrbers or another agricultural cooperatiive ar:e

subject to advance VAT or Percentage Tax.

$eetiorr 4. EFFEeTIVITY:

AII rerrenue officer-s and ernplo/ees are hereby enjoined to girie thi-s Crrcuiar as r,vicie

a pubiicity as possible.

This Circular shalitake effect immediately.
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