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The eventual passage of Senate Bill No. 2987, which provides for the exemption from the value-added tax of 

raw sugar and raw cane sugar, will indeed be a victory for those in the sugar industry. However, this victory might 
be short lived as another tax measure is looming in the horizon that might dampen our holiday spirits especially 
for those lovers of soft drinks and other sugary drinks. 
 

House Bill No. 3365, authored by Rep.  Estrellita Suansing, seeks to impose an excise tax of ten pesos 
(P10) on sugar sweetened beverages (SSB) for every liter of volume capacity.  The House Committee on Ways 
and Means, chaired by Rep. Miro Quimbo, has already approved said proposal and has filed a substitute bill for 
the same.  

by 
 

Atty. Sherry Anne Calulo -Salazar  
Director II, Indirect Taxes Branch  
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SSB refers to a non-alcoholic beverage that       
contains caloric sweeteners/added sugar or artificial/
noncaloric sweetener. It may be in liquid or solid      
mixture, syrup or concentrates that are added to water 
or other liquids to make a drink. This covers the        
following types of drinks: 

 

¶ Carbonated drink or soft drinks; 

¶ Fruit drinks; 

¶ Ades, sports and energy drinks; 

¶ Sweetened tea; 

¶ Coffee; and 

¶ All ready-to-drink non-alcoholic beverages in 

powder form with added natural or artificial 
sugar. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

However, the following goods are not covered by 
this proposal: 

¶ All 100% natural fruit and vegetable juices; 

¶ Yogurt and fruit flavored beverages;  

¶ Meal replacement drinks and weight loss    

products; and 

¶ All milk products, infant formula, and milk     

alternatives such as soy or almond milk and 
including flavored milk such as chocolate. 

 
 Similar to the approach used in pushing for the Sin 

Tax law or RA 10351, this SSB bill is being presented 
primarily as a health measure and not as a revenue 
measure. The proposed measure aims to promote 
good health by encouraging Filipinos to avoid sugary 
beverages like soda, and instead choose healthier   
options like water or fresh juices. It is hoped that       
this measure will also minimize the incidence of              
obesity, and other non-communicable diseases such 
as  diabetes that are linked to high sugar consumption. 

 
Be that as it may, this proposed measure is         

expected to generate at least P10.5 billion  in revenues 
during its first year of implementation according to the 
Department of Finance (DOF).  The generated        
revenues shall be used to create a Health Promotion 
Fund  wherein 50% of the total tax collection shall     

accrue to the General Fund, and the remaining 50% 
shall be distributed as follows: 

 

¶ 10% to the Department of Health (DOH) for the 

provision of medicine and medical assistance 
to indigent diabetic patients; 

¶ 10% to the Department of Education (DepEd) 

in providing access to potable water in public 
schools (water fountain), and sports facilities, 
and for community-based obesity, diabetes, 
dental cares prevention campaigns, and other 
diet-related health awareness programs; 

¶ 23% to the Department of Interior and Local 

Government (DILG) for the provision of potable 
water supply under its Sagana at Ligtas          
na Tubig sa Lahat (SALINTUBIG) Program        
and Grassroots Participatory Planning and        
Budgeting Priority LGUs; 

¶ 2% to the Food and Nutrition Research        

Institute; 

¶ 2% to the BIR for tax administration; and 

¶ 3% to the Food and Drug Administration. 

 
Affected sectors such as beverage makers, led by 

the Beverage Industry Association of the Philippines 
(BIAP), are opposing this proposed tax; they argue that 
it will create a negative impact on the economy.       
According to the BIAP, instead of generating additional 
revenues for the government, the proposed tax will    
result in a net revenue loss of almost P77.4 billion.  In 
addition to this, beverage makers will suffer a sales 
drop of up to P162.6 billion if this would be               
implemented.  This substantial drop in sales will also 
cause retrenchment in the beverage industry (141,949 
direct jobs) as well as in other related industries like 
packaging, trucking and retail (740,187 indirect jobs).    

 
 The proposed SSB tax has a lot of pros and cons 

as submitted by the advocates and oppositors of this 
bill.  It is true that both sides gave valid arguments that 
deserve to be looked into considering its serious      
economic implications.  As the bill is being presented 
as a health measure, it is only proper that their         
assertion that a direct correlation between high sugar 
consumption and the incidence of obesity as well as 
other health-related problems like diabetes or dental 
caries is substantiated by credible studies. 
 

 All soda lovers may breathe a sigh of relief since, 
as of this writing, there is no counterpart measure of 
this bill in the Senate.  Thus, the chances of this bill 
being enacted into law during this Christmas/holiday 
season are very slim.  So, hooray for the holidays for 
all those who are planning to include carbonated drinks 
and other sweetened beverages as part of their menus 
for this festive season!    
 

bÓa         
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The coming holiday season is always filled with a lot of family gatherings, and reunions.  As is customary,    
Filipinos always have something sweet to finish off every festive gathering.  This can range from the traditional 
sweet delicacies such as buko salad or leche flan to the more elaborate and fancy cakes or pastries. It is no    
wonder that next to rice, sugar is one of the most essential basic commodities in a Filipino household. 
 

 It is perhaps for this reason that Congress has always included raw sugar or raw cane sugar as one of the 
commodities exempted from the payment of the value-added tax or VAT.  A review of previous laws on this matter 
will clearly show that raw cane sugar has always been considered as VAT exempt, to wit: 

 

1. Section 1 of Executive Order (EO) No. 273 , issued on 25 July 1987, otherwise known as the original 

VAT Law, indicates the list of VAT-exempt transactions to include ñthe sale or importation in their original 
state of agricultural and marine food productsò. Food products are in their original state ñeven if they have 
undergone the simple processes of preparation or preservation for the market, such as freezing, drying, 
salting, smoking or stripping. Polished and/or husked rice, corn grits and raw cane sugar shall be         
considered in their original stateò; 

 

2. Republic Act (RA) No. 7716, enacted on 5 May 1994, otherwise known as the Expanded Value-Added 
Tax Law (E-VAT), provides that ñagricultural and marine food products in their original stateò are those 
that ñeven if they have undergone the simple processes of preparation or preservation for the market, 
such as      freezing, drying, salting, smoking or stripping. Polished and/or husked rice, corn grits, locally 
produced raw cane sugar and ordinary salt shall be considered in their  original stateò; and 

 

by 
 

Atty. Sherry Anne Calulo -Salazar  
Director II, Indirect Taxes Branch  
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3. Section 109(A) of the National Internal 
Revenue Code (NIRC), as amended by RA 
9337, enacted on 24 May 2005, otherwise 
known as the Reformed Value-Added Tax Law 
(R-VAT), provides the VAT-exemption of the 
sale or importation of agricultural and marine 
food products in their original state. The       
second paragraph clarifies that raw cane sugar 
and molasses, as well as polished or husked 
rice, corn grits, ordinary salt and copra as    
products in their original state. 

 
Section 109(F) of the same Code, also grants 
the VAT exemption of services by agricultural 
contract growers and milling for others of sugar 
cane into raw sugar. 
 

The Bureau of Internal Revenue (BIR), however, 
explored an ambiguity in our law and interpreted it in 
such a way that will authorize the Bureau to collect 
more taxes from the sugar industry.  The ambiguity 
discovered by the BIR revolves around the definition of 
what is considered as raw sugar or raw cane sugar.  
The Bureau issued several regulations that limited the 
definition of raw sugar as provided under existing laws 
and by doing so, subjected this basic commodity to 
VAT liability.  Under Revenue Regulations No. 13 -
2013 (dated 20 September 2013), the BIR defined raw 
sugar as referring only to muscovado sugar.  This 
means that all other types of sugar that underwent the 
centrifugal process of producing sugar are no longer 
exempt from VAT.  This was followed by several     
revenue regulations, which likewise provided a myriad 
of definitions of what is considered raw sugar and raw 
cane sugar.  The main objective of all these issuances 
was to remove the VAT exemption of this essential 
commodity.  Further, the BIR adopted three criteria in 
classifying raw cane sugar for purposes of VAT       
exemption in Revenue Regulations No. 8 -2015 (dated 
27 May 2015), and these are: (1) only one stage of   
filtering and centrifugal process; (2) color is greater 

than 800 ICU; and (3) a polarimeter reading of less 
than 99.5°. 
 

 Senate Bill No. 2987, under Committee Report No. 
285, aims to remedy this controversy by establishing a 
single criterion in defining this basic commodity.  The 
amendment contained in this bill will harmonize our law 
with international standards wherein only the 99.5°   
polarization standard  is used in defining raw sugar or 
raw cane sugar. This proposed measure seeks to 
amend Section 109 (A) of the NIRC by adding a new 
paragraph that will provide the following definition for 
raw sugar and raw cane sugar, to wit:   
 
ñFOR PURPOSES OF THIS SECTION,         
THE TERM óRAW SUGARô MEANS        
SUGAR WHOSE CONTENT OF SUCROSE                
BY WEIGHT, IN THE DRY STATE,            
CORRESPONDS TO A POLARIMETER 
READING OF LESS THAN 99.5° AND THE 
TERM óRAW CANE SUGARô REFERS TO 
PARTIALLY PURIFIED SUCROSE, WHICH IS 
CRYSTALLISED FROM PARTIALLY           
PURIFIED CANE JUICE, WITHOUT           
FURTHER PURIFICATION, BUT WHICH 
DOES NOT PRECLUDE CENTRIFUGATION 
OR DRYING, AND WHICH IS                  
CHARACTERIZED BY SUCROSE CRYSTALS 
COVERED WITH A FILM OF CANE             
MOLASSES.ò 

 
The above bill has already been sponsored by the 

Hon. Sergio Osmeña on 4 November 2015 at the    
Senate Plenary session.  The counterpart measure of 
this bill, House Bill No. 5713, was already passed and    
approved on third reading by the Lower House on 1 
September 2015.  It is hoped that the Senate will      
likewise prioritize the immediate passage of this         
bill so as to finally put to rest this issue.  Verily, the            
loophole in the definition of raw sugar or raw cane                
sugar should be resolved so as to firmly establish              
their VAT exemption, and to leave no room for further              
interpretation. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

aÓb 
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by 
 

Johann F.A. Guevarra  
Indirect Taxes Branch  

The holiday season is fast approaching with it the spirit of giving cometh. Filipinos everywhere especially 
those abroad will be making their gift lists for their love ones as the influx of returning residents and Overseas   
Filipino Workers (OFWs) sojourning to the country increases. It is also at this time when balikbayan boxes pour 
into the country with noticeable frequency, as the Filipino culture and tradition of strengthening family ties is     
expressed in gift-giving.  

 
Balikbayan boxes are packages of personal effects and/or pasalubongs sent by Filipinos residing or working 

abroad to their families or relatives in the Philippines. 
 
Residents and OFWs sending balikbayan boxes   

Under the current Tariff and Customs Code of the Philippines (TCCP), Filipinos and OFWs (including       
tourists) can send balikbayan boxes and/or bring home personal and household effects to their families not to   
exceed the dutiable value of Ten thousand pesos (P10,000.00).   

The proposed Customs Modernization and Tariff Act (CMTA) (SB 2968, which passed on 2nd Reading by the 
Senate on December 14, 2015) aims to update said standards under Section 800(f-1) by increasing the dutiable 
value at One hundred fifty thousand pesos (P150,000.00), subject to the following conditions:   

1. The boxes shall contain personal and household effects that shall neither be in commercial quantities 
nor intended for barter, sale or hire;  

2. Filipino residents or OFWs can avail of the privilege up to three (3) times in a calendar year only; and  

3. The Secretary of Finance, shall adjust the dutiable value every three (3) years after the effectivity of 
the Act using the Consumer Price Index (CPI) as published by the Philippine Statistics Authority 
(PSA). 
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Residents returning from abroad  
 

For returning Filipino nationals who have stayed in 
a foreign country for a period of at least ten (10) years, 
the TCCP states that they can bring home personal 
and household effects such as but not limited to jewelry 
and other articles of luxury formally exported from the 
Philippines provided that said articles should neither be 
in commercial quantities, nor intended for barter, sale 
or hire and that the dutiable value must not exceed Ten 
thousand pesos (P10,000.00). 

 
Under the proposed CMTA bill, the dutiable value 

is adjusted to Three hundred fifty thousand pesos 
(P350,000.00) upon compliance with the following   
conditions: 

 
1. The boxes shall contain personal and 

household effects that shall neither be in 
commercial quantities nor intended for    
barter, sale or hire; 

2. The returning resident has not availed of 
the privilege within Three hundred sixty-five 
(365) days prior to arrival in the country; 
and 

3. The Secretary of Finance, shall adjust the 
dutiable value every three (3) years after 
the effectivity of the Act using the CPI as 
published by the PSA. 

For returning residents who have stayed in a      
foreign country for at least five (5) years, the dutiable 
value for the articles which they can bring home is Two 
hundred fifty thousand pesos (P250,000.00); 

Regarding OFWs, in addition to the privileges cited 
above they can also bring home tax and duty free     
appliances and other durables as long as they follow 
these conditions:  

1. OFWs can bring home said appliances   
only once in a given calendar year                 
accompanying them or within a reasonable 
time which in no case shall exceed sixty 
(60) days after their arrival; and 

2. The dutiable value of the duty-free          
appliances or other personal and house-
hold effects is at One hundred fifty        
thousand pesos (P150,000.00).   

Considering  the  magnitude  of the flow of  balik-
bayan boxes which according to the Bureau of Cus-
toms is estimated at 1,500 containers every month and      
translating to around 18,000 containers or roughly 7.2 
million boxes a year, it is of paramount importance that 
the proposed CMTA bill be approved. The bill will align  
existing guidelines with changing conditions resulting in 
a more joyous atmosphere for Filipino families as more 
gifts will be placed inside the proverbial balikbayan 
boxes.   

 

 

 

 

 

 

bÓa 
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ñPH óease of doing businessô rankings slips.  Down to 103 rd spot, officials assail WB 

methodology ò 
 
ñThe Philippinesô ranking slipped in the World Bankôs latest report on the 

Ease of Doing Business globallyðan oft-cited indicator by the government to 
illustrate progressðraising alarm bells for officials who immediately assailed the 
reportôs reliability and predictability. 
 
ñConditions continued to improve in the Philippines, making it marginally 

easier for small and medium  enterprises to set up shop and compete in the 
country. However, the countryôs standing relative to the rest of the world         
declined several spots. 

 
ñGovernment and private sector officials also placed part of the blame on changes in how scores were      

computed. 
 
ñFinance Secretary Cesar V. Purisima said this could have dire consequences on the Philippinesô ability to 

attract a higher level of much-needed investments. 
 
ñErratic methodological changes year after year severely threatens the reportôs credibility as a reliable 

global measure of competitiveness,ò Secretary Purisima said in a statement. 
 
ñHe likewise described World Bank officials as bureaucrats ñsitting in comfortable offices too far away to 

fully understand contexts and appreciate reforms being undertaken.ò  (PDI, 29 October 2015) 
 

aÓb 
 

ñDBCC:  Tax cut proposals pose risk to PH growth ò 
 

ñPending  measures in Congress aimed at slashing taxes coupled with bills that, once enacted, would    
further increase expenditures, pose risks to the countryôs economic growth, according to the Cabinet-level, 
interagency Development Budget Coordination Committee (DBCC). 

  
ñThe DBCC said the government could not afford to lose almost half a trillion pesos in combined revenue 

from tax-reduction measures on top of potential additional budgetary requirements for next year. 
  
ñA number of pending revenue measures and expendi-

ture bills in both Houses of Congress would have a negative 
impact on the revenue and budget of the government. Without 
compensating revenue measures, the estimated revenue 
losses and budgetary requirements of P369.38 billion to 
P488.11 billion are equivalent to 2.40 to 3.17 percent of GDP 
(gross domestic product), posing a risk to the present eco-
nomic momentum and fiscal stability,ò the DBCC said in its 
fiscal risks statement for 2015-2016 released last week. 
  

Based on the computation of the Department of Finance 
(DOF), the pending tax-reduction bills filed during the 16th 
Congress would result into foregone revenue of P23.66 billion 
to P37.36 billion or 0.15-0.24 percent of the projected 2016 
GDP. 

 

By: Clinton S. Martinez 
- Photo by : Mr. Romy Bugante, www.cnnphilippines.com 

Senator Loren Legarda, chair of the Finance Committee, talks to Budget 

Secretary Butch Abad (middle) and   Finance Secretary Cesar Purisima (left) 

before the start of the Development Budget Coordination Committee (DBCC) 

briefing on the 2016 National Expenditure Program (NEP). 
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ñThe additional budgetary requirements, mean-
while, would likely amount to a bigger P345.72 billion 
to P450.75 billion or 2.25-2.93 percent of next yearôs 
GDP. This would include a P150-billion capital infusion 
into the Bangko Sentral ng Pilipinas under the          
proposed BSP Charter amendment bill, the DBCC    
explained.   

 
ñIn this regard, the DBCC said the tax system 

óshould be reviewed in a holistic and comprehensive     
manner to ensure that the country has sufficient       
resources to finance the much needed physical and 
social infrastructures.ô 

 
ñThe DOF has been proposing a comprehensive 

tax reform package, which was being pitched to       
legislators as early as late last year, aimed at easing 
the burden of income taxpayers while also slapping 
new or higher taxes on consumption. 

 
ñTo ensure that foregone revenues would be    

compensated for in case legislation aimed at bringing 
down income tax rates progresses, part of the DOFôs 
comprehensive tax reform package proposal includes 
raising excise taxes on oil, vehicles, as well as         
expanding the VAT to 14 percent from 12 percent at 
present. 

 
ñOne of the four objectives of the proposed       

comprehensive tax reform package was enhancing the 
Bureau of Internal Revenue (BIR) and the Bureau of 
Customsô (BOC) administrative capacity to collect 
taxes. 

 
ñTo do so, the DOF was proposing enhancement 

of measures against base erosion and profit-sharing by 
repealing the Bank Secrecy Law for taxation purposes 
and the inclusion of tax evasion as predicate crime to 
money laundering, as well as providing for automatic 
exchange of information. 

 
ñDOF estimates showed that only about 400,000 of 

the 1.8 million self-employed in the country pay correct 
taxes. Self-employed individuals should have been 

paying P300 billion to P500 billion in taxes each year, 
but the BIR could only collect P15 billion. 

 
ñAlso proposed by the DOF were enhancements   

of compliance provisions and strengthening of             
enforcement measures by increasing fines and        
penalties; mandatory use of the tax identification      
number or TIN in transacting with the government;     
exempting the BIR and the BOC from the Salary     
Standardization Law; and allowing the two biggest     
tax-collection agencies to retain a certain percentage 
of their collections as budget for modernization.ò  (PDI, 
2 November 2015) 

 
 

bÓa 

ñôFlawedô WB report a ódisserviceô to PHò 
 

ñFinance Secretary Cesar V. 
Purisima raised ñgrave concernsò 
over the constant changes in the  
annual World Bank Doing       
Business Report, which he said 
was a ñdisserviceò to countries like 
the Philippines obsessed with    
improving their competitiveness       
rankings. 

 
ñIn a five-page letter dated Nov. 5, Purisima told 

World Bank Group President Jim Yong Kim that the 
2016 Doing Business Report óagain brings to the fore 
its most glaring flaws and inconsistencies, doing      
member-countries like the Philippines a great           
disservice by damaging investor perceptions while at 
the same time serving as an unhelpful and unreliable 
basis for further improvement.ô 

 
ñThe latest report showed the country slipped six 

spots to 103rd place from 97th last year. 
  
ñIn the annual report, countries are being ranked 

by the World Bank based on several indicators such 
as starting a business, getting construction permits,      
registering properties and paying taxesðhence      
serving as a gauge for investors to determine the ease 
of doing business in a country. 

 
ñThe Philippines is keen to use competitiveness 

studies as tools for improvement, but reports like the 
Doing Business Report lose their utility and value if 
methodologies change almost yearly, and if they are 
inconsistent with majority of the other reports gauging 
improvement across a variety of indicators, Purisima 
added.ò  (PDI, 10 November 2015)  

 
 
 

bÓa 

 
 

President Pro-Tempore Ralph Recto, Senate President Franklin Drilon 

and Senator Koko Pimentel attend the Development Budget Coordination 

Committee .. (www.senate.gov.ph) 


