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I. History of VAT in the Philippines
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VAT reforms in the Philippines at a glance.
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II. VAT revenue and VAT efficiency ratios
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VAT revenue and VAT efficiency ratios are improving 
since the introduction of VAT in 1988.
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III. Current challenges
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Current challenges of the Philippine VAT 
system
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❑ How to capture increasing transactions in the digital economy.



The share of digital to total retail payments more 
than doubled since 2020.
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Similarly, GVA of digital economy including 
e-commerce increased substantially since 2020.
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Current challenges of the Philippine VAT 
system
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❑ How to minimize or eliminate leakages in the implementation of VAT
exemptions.
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VAT exemption of certain sectors has resulted 
in large revenue losses due to tax leakages.



Current challenges of the Philippine VAT 
system

13

❑ Several bills pending in both the House of Representatives and the
Senate seek to expand VAT exemptions and reduce the rate from 12
percent to 10 percent.
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Most pending VAT-related bills propose for 
expansion of VAT exemptions and even rate 

reduction. 
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IV. Recent reforms
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Recent VAT policy and tax administration 
reforms in the Philippines

● VAT on Non-Resident Digital Service Providers
○ Important step in the modernization of VAT law

● E-Receipts scheduled to be fully implemented in 2026
○ The TRAIN law and CREATE MORE law mandates that businesses issue electronic invoice instead 

of manual invoice.

● Ease of Paying Taxes Law
○ Recognition of sales of goods and services – accrual basis
○ Adjustment of the VAT threshold every three years
○ Provided for measures to address problems in the VAT refund system

● VAT refund for tourists
○ Adheres to the destination principle of VAT

● Revenue regulation requiring e-market operators and digital financial service providers to 
withhold tax on gross remittance to sellers
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Ongoing technical assistance with the IMF to 
improve efficiency and compliance

● TADAT
○ An important tool to improve compliance and tax administration

● VAT recasting  and modernization
○ Redrafting of the VAT law 
○ Filling the existing inadequacies of the current VAT law such as the place of 

supply rules
○ Incorporate all the VAT related laws into one VAT law. 
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