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May input taxes shifted or passed-on to an ROHQ (most 
of its sales are subject to VAT at 0%) by its local 
value-added tax (VAT) registered suppliers of goods, 
properties and services be recognized outright as an 
expense for income tax purposes, or be added to the 
acquisition cost upon purchase of the capital asset 
subject to depreciation?

Yes. Since it does not have other sales transactions 
subject to VAT against which their input taxes may be 
used in payment, then, it follows, that it is constituted 
as the final person against which the costs of the tax 
passed on shall legally stop and rest, hence, in this 
connection, the said input taxes may already be legally 
converted as cost available as deduction for income 
tax purposes.

This treatment shall likewise apply to situations 
involving input taxes sales already recognized in the 
books of the ROHQ where: 

1

Provided, that in regard to input taxes attributable to 
the latter's zero-rated sales which it recognizes 
outright as an expense or charges to asset account 
subject to depreciation, as the case may be, (i) the 
input taxes shifted or passed-on to the ROHQ shall not 
be recorded as input tax in its books; (ii) the input taxes 
shifted or passed-on to it shall not be reflected/ 
reported as input tax in its VAT returns; and (iii) the 
input taxes shifted or passed-on to the ROHQ shall not 
be claimed by the latter as tax refund or tax credit.

(BIR Ruling [DA-(VAT-021) 121-10], July 9, 2010)

Will a non-stock, non-profit corporation under Section 
30 of the Tax Code be exempt from payment of VAT?

No. A corporation organized for charitable purposes as 
contemplated under Section 30 of the Tax Code is 
exempt from the payment of income tax on income 
received by it as such organization. However, the tax 
exemption granted to it as a non-stock, non-profit 
corporation covers only income taxes for which it is 
directly liable. 

It should be noted that VAT is an indirect tax payable by 
the seller and not by the purchaser of goods. Being an 
indirect tax, it can be shifted or passed on to the 
buyer/purchaser, transferee or lessee of the goods, 
properties or services. Once shifted to the 
buyer/customer as an addition to the cost of goods or 
services sold, it is no longer a tax but an additional cost 
which the buyer/customer has to pay in order to obtain 
the goods or services. 

RESOLVING YOUR 
TAX QUERIES

Q: 

A: 

Q: 

A: 

Input Taxes: Charged to Expense or 
Cost Income Tax Exemption and VAT

KNOWING TAX RULES WILL SAVE YOU MONEY

In this issue, we mainly focus on providing you pertinent 
BIR rulings secured by certain taxpayers. 

BIR Rulings are official position of the Bureau to queries 
raised by taxpayers and other stakeholders relative to 
clarification and interpretation of tax laws. 
(http://www.bir.gov.ph/iss_rul/issuances.htm)

Taxpayers normally ask for a ruling to minimize tax 
exposures since BIR examiners may have various opinions 
and interpretations of certain tax laws. However, the 
shield provided by a tax ruling may not be applicable to all 
taxpayers with the same issues and may be available to 
the taxpayer who secured the same. Hence, it is advisable 
that a ruling should be secured first before availment of 
the benefits thereon.  

Happy reading!

the two (2) year prescriptive period had already 
lapsed without any claim for refund or credit 
having been filed; 

the claim for refund or credit was denied or 
rejected by the BIR for having been filed 
beyondthe 2-year prescriptive period or for 
non-compliance with invoicing/substantiation 
requirements; or 

a claim for refund or credit is still pending with 
the BIR but is voluntarily withdrawn by JGC 
Manila ROHQ. 

     1.

    2.

   

   3.



Tax Digest            Volume 4, Series 24

When is the reckoning date for the payment of capital 
gains tax?

For both large and non-large taxpayers, the 
withholding tax return, whether creditable or final, 
shall be filed and payments should be made, within ten 
(10) days after the end of each month, except for taxes 
withheld for the month of December of each year, 
which shall be filed on or before January 15 of the 
following year; and except for the final capital gains tax 
on the sale or other onerous disposition of real 
property considered as capital asset which must be 
taken/withheld from the seller by the buyer and 
remitted within thirty (30) days from the date of 
notarization of the transfer document to the collecting 
agent of the RDO having jurisdiction over the place 
where the property is located. Hence, the reckoning 
date for the payment of capital gains tax is, not the 
date of bidding, payment nor issuance of certificate of 
award, but the date of notarization of the transfer 
document or in this case, the Deed of Sale.

(BIR Ruling [DA-(C-027) 112-10], June 25, 2010)

Are separation benefits to be paid by an employer by 
reason of the employee’s health condition exempt from 
income tax and consequently from withholding tax?

Yes. Pursuant to Section 32 (B) (6) (b) of the Tax Code, 

2

any amount received by an official or employee or by 
his heirs from the employer as a consequence of 
separation of such official or employee from the 
service of the employer because of death, sickness or 
other physical disability or for any cause beyond the 
control of the said official or employee is exempt from 
taxes regardless of age or length of service. The phrase 
"for any cause beyond the control of said official or 
employee" connotes involuntariness on the part of the 
official or employee. The separation from the service of 
the official or employee must not be asked for or 
initiated by him.

This requires the presence of two (2) conditions in 
order that the employee benefits may be granted tax 
exemption, namely:

(1)

(2)  

(BIR Ruling No. 131-10, December 1, 2010)

May an entity be exempted from the payment of 
creditable expanded withholding tax prescribed under 
Revenue Regulations No. 2-98, as amended, on account 
of registration with the Philippine Economic Zone 
Authority (PEZA)?

Yes. Section 2.57.5.(B) (2) of Revenue Regulations No. 
2-98, as amended, is explicit in its provisions that the 
expanded withholding tax does not apply to income 
payments to persons enjoying exemption from 
payment of income taxes pursuant to the provisions of 
any law, general or special. PEZA-registered enterprises 
are granted certain preferential tax treatment under 
Section 24 of Republic Act No. 7916 which provides that 
"any provision of existing laws, rules and regulations to 
the contrary notwithstanding, no taxes, local and 
national shall be imposed on business establishments 
operating within the ECOZONE. In lieu of paying taxes, 
five percent (5%) of the gross income earned by all 
businesses and enterprises within the ECOZONE shall 
be remitted to the national government.

the employee is separated from the service of the 
employer due to death, sickness or other physical 
disability or for any cause beyond the control of 
the said official or employee; and 
the employer pays benefits to the official or 
employee or his heirs as a consequence of such 
separation.

EDUCATING CLIENTS ON 
PHILIPPINE TAXATION
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Capital Gains Tax Dealine

Withholding Tax of PEZA-Registered 
Entities

Tax Exempt Separation Pay

The shifting of the VAT to a tax-exempt organization does 
not make it the person directly liable and therefore, said 
organization cannot invoke its tax exemption privilege 
under Section 30 (E) of the Tax Code to avoid the passing 
on or shifting of the VAT. Hence, a charitable organization 
exempt from tax under Section 30 of the Tax Code, the 
acquisition of equipment shall nevertheless be subject to 
the 12% VAT pursuant to Section 108 of the said Code, as 
amended by Republic Act No. 9337.  
 
(BIR Ruling [DA-(VAT-019) 119-10], July 9, 2010)
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Tax Digest by: Marissa C. Yambao
The author is a tax lawyer at Alas, Oplas & Co. CPAs.

For clarification, tax queries or if you need our 
assistance in securing BIR ruling, you may call us at 
telephone number (632)759-5090 or email us at 
aocheadoffice@rsmalasoplascpas.com or visit us at 
our website: www.alasoplas.com

This publication should not be used or treated as professional advice. The information in this publication 
should not be relied upon to replace professional advice on specific matters and its contents must not be used 
as a basis for formulating decisions under any circumstances. Readers of this material are advised to seek 
professional advice before making any business decision or you may call and ask for the full text.

TAX ADVISORY & COMPLIANCE SERVICES

Compliance with tax laws and authorities is an 
integral part of operating harmoniously with the 
external business environment. Our tax advisers 
offer a wide range of tax advisory and compliance 
services.

Alas Oplas offers:

• Tax Due Diligence and Tax 
   Compliance Review

• Tax Return Preparation and Filing

• Tax Audit Advisory and Tax 
   Assessment

• Tax Opinion and Studies

• Request for Tax Rulings

• Tax Seminars and Trainings

• Tax Planning

• Application for Tax Refund/ Credit

• Other Tax Services

A PEZA-registered enterprise enjoying a 4-year-ITH, 
income payments made to it, with respect to its registered 
activity, shall not be subject to 2% expanded creditable 
withholding tax prescribed in Revenue Regulations No. 
2-98, as amended, for the covered period of four (4) years. 
It must be emphasized, however, that it is constituted as 
withholding agent for the government. As such, it is 
required to withhold the tax on compensation income of 
its employees or the withholding tax on income payments 
to persons subject to tax pursuant to Section 57 of the Tax 
Code of 1997, as amended.
 
(BIR Ruling No. 142-10, December 9, 2010)


