


6. NEA issued Memorandum No. 2010-017 dated July 13, 2010 on the standard 
procedures and guidelines for the remittance of the VAT collections, a copy thereof is 
hereto attached as Annex "C" for your reference. 

7. The BIR Issued Revenue Memorandum Circular (RMC) No. 62-2012 dated October 
25, 2012 to synchronize the remittance of the VAT on power generation and other 
related charges under Section 108 of the Tax Code of 1997, as amended, a copy 
thereof is hereto attached as Annex "D" for your reference. 

II. ECs' GROSS RECEIPTS 

1. Under II (c) of ERC Resolution No. 20, Series of 2005, the ECs' GR shall mean the 
total amount paid to them for the distribution of electricity and related electric 
services, including but not limited to the following : 

i. Distribution charge 
ii . Supply charge 
ii i. Metering charge: 

a. Retail customer charge 
b. Metering system charge 

iv. Lifeline rate subsidy 
v. Inter-class subsidy 
vi . Power Act Reduction 
vii. Rate Reduction due to Loan Condonation 
viii . Currency Exchange Rate Adjustment (CERA); and 
ix. Local Franchise Tax 

2. GR shall not include the Energy Tax under Batas Pambansa Big . 36, Universal 
Charges Implemented under R. A. 9136, Benefits to Host Communit ies under Energy 
Regulation 1-94 and security deposit for metering machines including interests, 
provided that when applied to consumer's liability, it shall be subject to VAT. 

3. Under I (k) of ERC Resolution No 20, the GC and TRANSCO shall bill the end-users 
through the DUs for the sale and transmission of electricity and ancillary services 
including the VAT thereon . The amount collected from the end-users for such 
charges shall not form part of the GR of the DUs and shall not be claimed by the DUs 
as input tax. The amount collected from the end-users as payment for the generation 
and transmission charges including the VAT thereon shall form part of the GR and 
output VAT of the GC or Transco. accordingly (underscoring ours). 

4. Under RMC No. 62-2012, the amount collected by the DUs and ECs from end-users 
for such charges (generation and transmission charges) , including the VAT thereon , 
shall not form part of the GR of the DUs and ECs (underscoring ours) . 

Ill. VALUE ADDED TAX UNDER ERC RESOLUTION NO. 20 

1. Under I (a) of ERC Resolution No. 20, the imposition of the VAT shall be based on 
the respective GR of GC, TRANSCO and DUs and shall be reflected as separate 
items in their billing statements to the consumers. 

2. Under II (2) of ERC Resolution No. 20, the ECs shall bill the end-users for the 
corresponding VAT on the sale and transmission of electricity. The said VAT is 
neither part of the DUs' GR nor an input VAT. The DUs shall ensure that they are 
revenue-neutral in their collection of the said VAT. The VAT on the current month 's 
sale and transmission of electricity shall be billed to the end-user on the next billing 
cycle (underscoring ours) . 



3. The VAT on the allowable system loss shall be computed on the proportionate share 
of the transmission component and the generation share from non-renewable 
sources. VAT on system loss above the allowed cap shall be shouldered by the ECs. 

4. The VAT collected by the ECs on generation , transmission and system loss shall be 
remitted to the concerned GC and NGCP, which in turn , shall be responsible for the 
tax due to the BIR. 

5. The ECs are liable for the VAT on their own gross receipts and it will be the GC and 
NGCP, which are liable, under the law, to pay for the VAT on generation gross sales 
and transmission gross receipts, respectively. Gross receipts, as used herein , shall 
be net of all discounts and gross of penalties. Any additional VAT imposed on the 
ECs by reason or as a consequence of their fault or negligence cannot be passed on 
to the end-users. 

6. Renewable sources of electricity are zero-rated. Hence, the generation income of the 
ECs from renewable sources is zero-rated . The ECs' VAT inputs for costs and 
expenses in generating their own renewable energy may be claimed, through Tax 
Credit Certificates from the BIR. The ECs, being zero-rated on their imbedded 
renewable generation, are not liable for the VAT output tax on said generated 
renewable power. 

IV. VALUE ADDED TAX UNDER BIR RMC NO. 62-2012 

1. The GCs, Aggregators , Market Operators, Retail Electricity Suppliers and other 
suppliers of electricity shall bill the DUs and ECs for the sale and transmission of 
electricity and ancillary services including the VAT thereon , if applicable. The VAT 
shall be remitted by the DUs and ECs to the GCs, Aggregators , Market Operators, 
Retail Electricity Suppliers and other suppliers of electricity together with the payment 
for generation and transmission services. All collections by GCs, aggregators, Market 
Operators, Retail Electricity Suppliers and other suppliers of electricity from DUs and 
ECs pertaining to generation and other VA Table charges shall be deemed to include 
the VAT thereon . 

2. The amount collected by the DUs and ECs from their end-users for such charges. 
including the VAT thereon. shall not form part of the gross receipts of the DUs and 
ECs (underscoring ours) . 

V. GROSS RECEIPTS FOR LOCAL TAXES 

Similarly, the GR of the ECs for purposes of computing the local taxes based on gross 
receipts imposed by LGUs consist of the GR as defined in Section 11-c (4) of ERC 
Resolution No. 20, Series of 2005 and as clarified under BIR RMC No. 62-2012. The 
generation and transmission charges as well as the VAT thereon do not form part of the 
GR of the ECs. 

Please be guided accordingly. 

(1-~ 
EDITA S. BUENO 
Administrator 

Cc: PHILRECA 
NAGMEC 
CLECA 

t~)ITION.A.L ELECTRI FIC.ATION .AD MINi S1R.ATI Or~ 
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Annt-x: A 

Republic of the Philippines 
ENERGY REGULATORY COMMISSION 

San Miguel Avenue, Pasig City 

ERC RESOLUTION N0.20, Series of 2005 

Implementing the Recovery of Value Added Tax (VAT) 
and Other Provisions of Republic Act No. 9337 

· Affecting the Electric Power Industry 

WHEREAS , the Congress of the Philippines has enacted Republic Act No. 
9337 (An Act Amending Sections 27 , 28, 34 , 106, 107, 108, 109,110,111,112, 
113, 114, 116, 117, 119, 121, 148, 151 , 236 , 237, and 288 of the National 
Internal Revenue Code (NIRC) of 1997, as amended, and for other Purposes); 

WHEREAS, Section 6 of R. A. No. 9337 provides that "Section 108 of thq 
NIRC of 1997, as amended , is hereby further amended to read as follows: 

Section 108. Value Added Tax (VAT) on Sale of Services and Use or 
Lease of Properties . 

"(A) Rate and Base of Tax. - There shalf be levied, assessed and 
collected, a value-added tax equivalent to ten percent (10%) of gross 
receipts derived from the sale or exchange of services, including the use 
or lease of properties : Provided, That the President, upon the 
recommendation of the Secretary of Finance, shall, effective January 1, 
2006, raise the rate of value-added tax to twelve percent (12%), after any 
of the following conditions has been satisfied: 

(i) Value -added tax collection as a percentage of Gross Domestic 
Product (GOP) of the previous year exceeds two and four-fifth (2 415%); or 

(if) National government deficit as a percentage of GOP of the 
previous year exceeds one and one-half percent (1 Y2%). 

The phrase 'sale or exchange of services' means the performance 
of all kinds of services in the Philippines for others for a fee , remuneration 
or consideration, including those performed or rendered by xxx xxx 
xxx, sales of electricity by generation companies, transmission, and 
distn'bution companies,· services of franchise grantees of electric utilities, 
XXX XXX XXX. " 

"XXX XXX XXX ." 

'The term 'gross receipts ' means the total amount of money or its 
equivalent representing the contract price, compensation, service fee, 
rental or royalty, including the amount charged for materials supplied with 
the se/ilices and deposits and advanced payments actually or 
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constructively received during · the taxable quarter for the services 
performed or to be performed for another person, excluding value added 
tax." 

"(B) Transactions Subject to Zero Percent (0%) Rate. - The 
following services performed in the Phiiippines by VAT-registered persons 
shall be subject to zero percent (0%) rate: 

(1) XXX XXX XXX.; and 

(7) Sale of power or fuel generated through renewable sources of 
energy such as, but not limited to, biomass, solar, wind, hydropower, 
geothermal, ocean energy, and other emerging energy sources using 
technologies such as fuel cells and hydrogen fuels." 

WHEREAS, Section 15 of R. A. No. 9337 further amended Section 119 of 
the NIRC of 1997, as amended, exempts franchise grantees of electricity from 
franchise taxes. 

· WHEREAS, Section 24 of R. A. No. 9337 provides that "The foflowing 
laws or provisions of laws are hereby repealed and the persons and/or 
transactions affected herein are made subject to the value-added tax subject to 
the provisions of Title IV of the NIRC of 1997, as amended: 

(A) Section 13 of R.A. No. 6395 on the exemption from 
value-added tax of the National Power Corporation (NPC); 

(B) Section 6, fifth paragraph of R.A. No . 9136 on the 
zero rate imposed on the safes of generated power by generation 
companies; and 

(C) All other laws xxx which are contrary to xxx." 

WHEREAS, said R. A. No. 9337 shall take effect on November 1, 2005; 

WHEREAS, the Commission in the exercise of its power and authority had 
previously authorized Private Distribution Utilities to collect National Franchise 
taxes; 

WHEREAS, in Revenue Memorandum Circular No. 61-2005 of the Bureau 
of lntemal Revenue (SIR), said agency clarified certain provisions of Revenue 
Regulation No. 14-2005 as amended by Revenue Regulations No. 16-2005, 
implementing the Tax Code of 1997, as amended by R. A. No. 9337 , affecting 
generation, transmission and distribution companies as well as electric 
cooperatives as defined in R. A. No. 9136 subject to the value added tax as well 
as their suppliers and customers effective November 1, 2005; 

WHEREAS, this Commission is vested with the power and authority to 
determine, fix and regulate the rates charged by all electric distribution utilities 
(DUs), the NPC and the National Tra~smission Corporation (TRANSCO), 
pursuant toR. A. No. 9136 and Section 18 of R. A. No. 7638; 
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NOW, THEREFORE, be it resolved , as this Commission hereby resolves, to 
implement, as it hereby implements , Section 4, 6, 15 and 24 of R. A. No. 9337 by 
allowing the Generation Companies (GC), TRANSCO and all DUs to impose the 
appropriate VAT rate subject to the following: 

!. GENERAL PRINCIPLES 

(a) The imposition of VAT directed herein shall be based on the 
Gross Receipts (GR) of GC, TRANSCO and DUs concerned 
and shall be reflected as a separate item in their individual 
billing statements to their customers in a format approved by 
ERC. The current billing format as approved by the 
Commission is hereto attached as Annex "A". Furthermore 
sample billing statements are attached as Annexes "A-1" and 
"A-2". 

(b) The imposition of the VAT replaces the payment of the 
National Franchise Tax. 

(c) The VAT rate used in this Resolution shall be ten percent 
(1 0%) unless increased by the President of the Philippines to 
twelve percent (12%), or zero percent (0%) or a combination 

- - '." of __ both, in appropri.ate cases. 
"'\ :.c''/ , _ 

.l l '' \ .k_-Gf GR shall not include the Energy Tax under Batas Pambansa 
36, the Universal Charges implemented under R. A. 9136, 
Benefits to Host Communities under Energy Regulation 1-94 
and security deposit for metering machines including interests 

·· provided that when applied to the consumer's liability, it shall 
be subject to VAT. 

/ ,.,._ ....... 

r . J,ef GR shall be net of all discounts and gross of penalties. 
\ ('; / 

(f) The corresponding amountof VAT for the sale of electricity to 
the government shall be reflected as a separate line item in 
the sample bill. The five percent (5%) final VAT withholding 
rate shall represent the net' VAT payable of the seller. The 
remaining five percent (5%) effectively accounts for the 
standard input VAT for sales of goods or services to 
government or any of its political subdivisions, 
instrumentalities or its agencies, including government-owned 
or controlled corporations (GOCC), in lieu of the actual input 
VAT directly attributable or ratably apportioned to such sales. 
The withholding of the five percent (5%) final VAT shall be 
made when the payments of purchases of electricity were 
actually or constructively made. The VAT withheld shall be 
remitted to the BIR within ten (1 0 ) days following the end oL 
the month the withholding was made. 

(g) Electricity sold, transmitted and distributed on or before 
October 31, 2005 but which will be collected on or after 
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November 1, 2005 shall be considered accrued as V A.T zero 
rated provided such is billed by November 30, 2005 . 

(h) "Deferred Charges" such as Generation Rate i\djustment 
mechanism (GRAM) and Incremental Currency Exchange 
Rate Adjustment (!CERA) Incurred on or before October 31, 
2005 although billed and collected thereafter, shall still be 
considered as VAT zero rated . For this purpose , an inventory 
of the said "Deferred Charges" sha li be submitted to the BIR 
by November 30 , 2005. 

(i) Generation rate and foreign exchange rate adju stments to 
electricity sold on or before October 31 , 2005 , although biiled 
and collected thereafter, sha ll be con sidered as VAT zero­
rated . 

U) Penalties including the co rresponding VAT imposed on DUs 
by reason of their fault or negligence shall not be passed on to 
OUs' customers . 

(k) The GC and TRANSCO shall bill the end-user through the 
DUs for the sale and transmission of e lectricity and ancillary 
services including the VAT thereon . The amount col lected 
from the end-user for such charges sr121i not form part of the 
GR of the DUs and shal l not be claimed by the OUs as input 
tax. The amount collected from the end-user as payment for 
the generation and transmission charges including the VAT 
thereon shal l form part of the GR and output VAT of the GC or 
TRANSCO, accordingly. 

The DUs may advance , exclusive of the corresponding VAT , 
the generation and transmission charges to the GC and 
TRANSCO, respectively . The amount advanced r.-tay be offset 
against the amou nt co llected from the end-user and on~y the 
VAT portion of the generation and tran smission charges shall 
be remitted to the GC and TRANSCC upo'l collsdion from the 
end-user. The reckoning of the sale subject to V /',T between 
the GC and TRANSCO to the end-user shal l be upon 
collection on the billing made by the DUs. 

(I ) The GC and TRANSCO, whose bi lling periods start on the 261
t
1 

day of each month shall calculate the V AT on a pro rata basis 
applied on electricity consumption beginning November 01 , 
2005. A sample computation of V,A. T calcula tion on a ;J ro rata 
basis is shown in Annex "B". 

(m) DUs with billing cycles that do not start on the 1st day of each 
month shall calculate the VAT on a pro-rata basis applied on 
the distribution component for consumption beginning 
November 1, 2005. The generation and transmission 
components shall be billed to their end users upon receipt of 
the power bills from the GC and TRANSCO. A sample 
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computation of VAT calculation on a pro rata basis for the 
distribution component is shown in Annex "C". 

(n) Pursuant to RMC 61-2005, sales of electricity by GC, 
TRANSCO, and DUs ,9f to Philippine Economic Zone Authority 
(PEZA) or Subic Bay Metropolitan Authority (SBMA) registered 
enterprises shall effectively be subject to the zero (0%) VAT 
rate. 

(o) The ERC shall perform confirmatory process on the VAT 
imposed by the Generation, Transmission and Distribution 
Utilities. 

II . IMPOSITION OF THE VALUE-ADDED TAX - The appropriate VAT shall 
be imposed as follows: 

(a) FOR GENERATION COMPANIES 

'1. The GR of the GC shall mean the total amount paid by the 
end-user through the DUs to the GC for the sale of electricity 
and related ancillary services. The latter is billed and 
collected by the transmission company which shall remit 
such collection to the concerned GC. 

2. For GC, which generates/sources its power purely from non­
renewable, GR shall mean the total amount paid for the 
electricity sold. 

3. For GC, which generates/sources its power purely from 
renewable, GR shall be subject to zero percent (0%) VAT 
rate. 

4. For GC, which generates/sources its power from a mixture of 
non-renewable and renewable sources of energy, GR shall 
mean the total amount paid for the electricity sold from non­
renewable energy sources. 

5. At the implementation of the VAT, the GC shall impose the 
ten percent ( 1 0%) VAT rate on the current billing based on 
the non-renewable energy portion of the prior month's 
generation mix. The GC shall undertake an annual true up. 

(b) FOR TRANSCO, ITS BUYER OR CONCESSIONAIRE 

1. The GR of TRANSCO shall mean the total amount paid by 
the end-user through the DU to TRANSCO for the 
transmission of electricity and related electric services . . 

- 5 -



2. TRANSCO's GR includes the power service delivery, system 
operations , supply and metering services, intra-grid cross­
subsidy and/or revenue components consistent with Open 
Access Transmission Service (OATS) Rules and as defined 
under the Transmission Wheeling Rates Guidelines 
(TWRG ). 

3. TRANSCO shall also charge the VAT on the ancillary 
services . TRANSCO .shall impose the ten per.cent (10%) 
VAT rate on the non-renewable energy portion of the total 
amount for ancillary service for the current billing period 
based on the generation mix when the rate for ar1cillary 
services was set. 

4. The ancillary service charge inclusive of the corresponding 
VAT shall be remitted to the concerned GC who shall be 
responsible for the tax due to the BIR. 

<'} (c) FOIJ! DISTRIBUTION UTILITIES ( 'P j)vl"' C<4>l (;(' v) 
1. ~e DUs shall bil l the end-user for the corresponding VAT 

on the sale and transmission of electricity. The said VAT is 
neither part of the DUs' GR nor input VAT . The DU shall 
ensure it is revenue-neutral in its collection of the said VAT. 
The VAT on the current month's sale and transmission of 
electricity shall be billed to the end-users on the next billing 
cycle . 

2. The VAT on the allowable System Loss shall be computed 
on the proportionate share of the transmission component 
and the generation share from non-renewable sources. The 
VAT on system loss above the allowed cap shall be 
shouldered by the DU . Attached herewith as Annex "D" is a 

. ;fmple computation. 

i/The VAT collected by the DU on generation, transmission, 
:, ~ ~·· ·, '":. and system loss shal l be remitted to the concerned GC and 

. / . TRANSCO , who in turn, shall be responsible for the tax due 
\ 

··~-_,....,/ V to the BIR. · 

4. The DUs ' GR shall mean the tota l amount paid to the DUs, 
which include electric cooperatives. for the distribution of 
electricity and related electric services , including but not 
limited to the following : 

(1) Distribution charge; 
(2) Metering charge; 

(2.1) retai l customer charge ; 
(2.2) metering system charge ; 

(3) Supply charge ; 
(4) Lifeline rate subsidy; 
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(5) Inter-class cross-subsidy; 
(6) Power Act Reduction; 
(7) Rate Reduction Due To Loan Condonation; 
(8) Currency Exchange Rate Adjustment; and 
(9) Local Franchise Tax. 

The DU shall impose the VAT on the above charges as 
approved by the Commission . 

Ill. REPORTORIAL REQUIREMENTS - The following shall be submitted 
on or before the 1oth day of each month following the effectivity of this 
Resolution : 

a. For Generation Companies 

1. Certification under oath of the Monthly Generation Mix 
(Non Renewable to Total Mix) per Grid, supported by 
the monthly kWh generation sales per plant type; 

2. Certification under oath of the Summary of Monthly 
Invoices and official receipts issued to DUs supported 
by a copy of the invoices and official receipts per DU; 
and 

3. Certificate of VAT Remittance from BIR. 

4. Other documents that may be needed by the 
Commission in the course of confirmation . 

b. For TRANSCO, its Buyer or Concessionaire 

1. Certificate of VAT remittance from BIR. 

2. Other documents that may be needed by the 
Commission in the course of confirmation. 

c. For Distribution Utilities 

In addition to the reportorial requirements enumerated in 
the Guideline for the Automatic Adjustment of Generation 
Rate and System Loss Rates by Distribution Utilities 
(AGRA) and Guideline for the Adjustment of 
Transmission Rates by Distribution Utilities (TRAM), the 
DUs shall submit the following: 

1. Certificate of VAT remittance from BIR. 

2. Certification under oath of the Monthly Generation Mix 
(Non Renewable to Total Mix) of the power source/s 
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for DUs sourcing . electricity requirements from NPC 
and/or IPPs and/or own generation supported by the 
monthly kWh generation sales per plant type; 

3. Other documents that may be needed by the 
Commission in the course of confirmation. 

Likewise, the Commission resolved as it is hereby resolves, to revoke the 
authority granted to all private DUs to collect National Francht'se Taxes on their 
consumers. 

Let copies of this Resolution be furnished all DUs for the appropriate 
posting thereof in the bulletin boards of the respective cities/municipalities within · 
their franchise areas. Likewise, let copies of this Resolution be furnished the 
NPC. TRANSCO, the Committees on Energy of both Houses of Congress, the 
National Economic Development Authority (NEDA), Department of Finance 
(DOF), Bureau of Internal Revenue (BIR), Department of Energy (DOE), National 
Electrification Administration (NEA). Department of Justice (DOJ), and other , 
concerned agencies for their information and guidance. 

This Resolution shall take effect immediately. 

Pasig City, November 7, 2005. 

Commissioner 

Commissioner 



ANNEX "A" 

SAMPLE DISTRIBUTION UTILITY BILL 

Name of Customer: --------------

Sil!lng Period: 

Billing Determmant . (kWh) 301 

Rate Components Rate Amount, PhP 
a!5 

c Generation Charge (PhP/kWh) 4 .9119 
c:.£ 
0 111 
':) .!!1 

Power Act Reduction (PhP/kWh) ·0.2017 

E E Transmission Delivery Charge (PhP/kWh) 0.8345 
~ ~ '· 

"' e (!)!- Transmission Delivery Charge (PhP/kW) 

System Loss IPhPikWhl 0.7642 

Sub-total 

Distribution network charge (PhP/kWh) 1.1628 

Distribution network charge (PhP/kW) 

~ 
Retail electric service charge (PhP/kWh) 0.5271 

:l 
Retail electric service charge (PhP/cusVmo) r::: 

"' > 
&: Metering Charge (PhP/kWh) 0.2435 
c: 

Metering Charge (PhP/meter/mo) 5.00 0 
:; 
.ll Distribution connection charge 
'E ., 

Final Loan Condonation (PhP/kWh) 0 
Final Loan Condonation (PhP/cus/mo) 

CERA 350 X 11.87% 

Sub-total 

!!! Lifeline Rate Subsiayi(Discount) (PhP/kWh) 0 .0761 
a> 
J: Cross subsidy removal (PhP/\<Wh) -0.4278 0 

Subototal ...0.3517 
Franchise Tax 

Local Tax 
Business Tax 

Value Added Tax 
Generation• 

~ Transmission .. 
c: System Loss·-
CJ 

Distribution > 
"' 0:: Others 
'E Universal Charges 
CJ 
E NPC stranded debts (PhP/\<Wh) 

~ NPC stranded costs (Pt1P/kWh) 
> DU& stranded contract cost (PhP/\<Wh) 0 

C) Missionary Electrificatiqn (PhP/\<Wh) 0.0373 
Environmental charges (PhPII<Wh) 0.0025 
Eaualiz.ation of taxes and royalties (PhPII<Whl 

Sub-total 
Grand Total 

Data Used: 
MERALCO's Ju)y_~O 

~ Consumer 

·vAT calcufatton for Generatton C e was net of the PhP.0025rKWh FBHC. Also, 89.51% of the Net Generation Char e was sub·ect g g J 

to VAT as this represents the vatable non-renewable energy sources portion of the generation charge (the mix considered all the kWh purchases 
trom NPC and aiiiPPs of MERALCO for tile month of May 2005 ). Further, U1e VAT on Power Act Reduction was based on the 82o/o 
82% non-renewable energy source used in tt1e calculation of NPC VAT . 

.. VAT on TRANSCO charges were based on the 10% of the Transmission Rate Components wllich include Power Delivery Service, 
Syste-n OoeratorCharge and Cross Subsidy Charges (will be totally removed by October 2005 billing period); and the non-ancillary portion 
on the bas.~ ;' the generation mix at the lime the ancillary rates were set. 90% generation mix was used lor the purpose of calculating 
the VAT on anci lt<>r, :>,arges. · 

•••vA T on System Lass war- DE!sed on the combined vatable portions of TRANS CO and GENCO charges. 

1478.4819 

-60.71 

251 .18 

230.02 

1.898.97 

350.00 

158.66 

: 
73.29 

5.00 

41.55 

528.5 

22.91 

-128 77 
-105.86 

126.7 
24.54 
20.86 
58.70 

-10.59 

11 .23 
0 75 

232.19 
2 653.80 
=~~l 
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ANNEX "A-1" 

SAMPLE GENERATION COMPANY BILL 
Customer : Distribution Utility 

Power Bill Number: 
'' • Date: 

Billina Period 

Rate Component 
1.BASIC CHARGES 
Generation Charges: 
1.1a Generation Charge TOU 
1.1 b Generation Charge:AVERAGE 
1.2 Franchise and Benefits to Host Communities 

Sub-Total 

2.ADJUSTMENTS 
2.1a 4th GRAM 
2.1 b 3rd I CERA 
2.2 Power Act Reduction (PAR) 
2.3 Contracted Energy Adjustment 

Sub-Total 

3.ADJUSTMENTS-Previous Billinq Monf.h 
3.1 Power Act Reduction (PAR) Apr-May2005 

4. SPECIAL PROGRAMS 
4.1 OOPS- Actual 
4.2 OOPS-Adjustment 

Sub-Total 

Billing Rate 
Determinants ' 

(kWh} (P/kWh) 

1,243,152,606 4.271 1 
(25,642) 3.8966 

1 ,243, 126,964 0.0245 

1,243,126,964 0.3048 
1 ,243,126,964 0.1821 

455,447,841 (0.3000) 
190,126,964 0.9500 

60,752,789 (0.3000) 

44,461 ,1 81 
-

TOTAL AMOUNT DUE to GENCO ==========================-=======> 
VAT (1 0%) (excludes FBHC. GRAM, lCERA and Renewable Energy Portion of all other Charges) 

TOTAL AMOUNT DUE ==================::===========================> 
I Data Used: 
l __ f\JPC Bill to MERALCO for the Billing Period: Ma~ 26 1 2005 to June 25 12005 

Billed Amount 

(PhP) 

5,309,629,095.49 
(99,916.62) 

30 456 610.62 
5,339 985 789.49 

378,905,098.63 
226,373,420.14 

(136,634.352.17) 
180 620 615.80 
649 264 782.40 

(18,225,836.58) 

183,414,276.19 

183 414 276.19 
s, 172,664,848.08 

452 533,718.33 
6 625 198,566.41 

"VAT on Generation Charges were calculated based on the vatable non-renewable energy source portion for 
the month of May 2005 equivalent to 82% of the total mix. 



SAMPLE TRANSCO BILL 

Customer : DISTRIBUTION UTILITY 

Power Bill Number: 

Date: 
Billing Period : 

A BASIC CHARGES 
I. Power Delivery Service 

1. Firm Delivery Service (P/kW) 
2. Non-Firm Delivery (Pfk.W) 

II. System Operator Charge (Pfi<.W) 
1. Firm Service 
2. Non-Firm Service 

Ill. Metering Service Provider Charge 

IV. Cross Subsidy Charges 
1. Intra-Regional Grid Cross Subsidy (P/k.W) 
2. Intra-Regional Grid Cross Subsidy (P/kW) 
3. Intra-Regional Grid Cross Subsidy (P/k.Wh) 
4. Intra-Regional Grid Cross Subsidy (PfkWh) 

V. Ancillary Services Charges: • 
1. Firm, Load Following and Frequency Regulation (P/k.W) 
2. Non-Firm, Load Following and Frequency Regulation (P/kW) 
3. Firm, Spinning Reserve (P/kW) 
4. Non-Firm, Spinning Reserve (PfkW) 
5. Back-up Power 

a. Back-Up Capacity 
b. Back-Up Energy 

6. Energy Imbalance 
a. Imbalance Capacity Charge 
b. Energy Imbalance Charge 
c. Energy Imbalance Penalty Charge•• 

BillinrJ Determinants 

1,311,297 
10,049,667 

1,311,297 
10,049,667 

1,425,000 
13,456,000 

889,185,389 
284,045,454 

1,311 .297 
10,049,667 

1,311 ,297 
10,049,667 

1,141 ,381 

TOTAL AMOUNT DUE TO NTC ==================::=============> 
VAT** (net of the renewable source portion of the Ancillary service charge)==> 
TOTAL AMOUNT DUE =============================:============> 
Data Used: 

TRANSCO Bill to MERALCO for the Billinq Period : May 26 2005 to June 25 .2005 

ANNEX "A-2" 

Rate 

242.5800 
8.0900 

12.5000 
0.4110 

(60.9000) 
(2.0022) 

0 .1676 
0.1678 

19.25 
0.6329 

71.50 
2.35 

7.4134 
4.4080 

74134 
4 .4080 
4 .8488 

Billed Amount 
... 

' . 

318,094,426.26 
81 ,301,806.03 

16,391,212 .50 
'4, 130,413.14 

(86,782,500 .00) 
(26,941 ,603.20) 
149,205,308.27 
47 ,662,827.18 

25,242,467 .25 
6,360,434.24 

93,757 ,735 .50 
23,622,747.25 

5,534,328.19 

652,045,27 4.43 
64,268,126.42 

716 313 400.85 

• VAT on TRANSCO charges were based on the 10% of the Transrn1ss1on Rate Components wh1ch 1ndude 
Power Delivery Service, System Operator Charge and Cross Subsidy Charges (will be totally removed by October 2005 
billing period); and the non-ancillary portion on the basis of the generation mix at the time the ancillary rates were set. 
90% generation mix was used for the purpose of calculating the VAT on ancillary charges . 

.. Energ 1 ' '!balance Penalty Charge is subject to VAT but, the Energy Imbalance Penalty Charge and its corresponding VAT 
is not author;;:e::J as pass-through to end-users . 



ANNEX "B" 

SAMPLE GENERATION COMPANY BILL 
For November 2005 

Customer : Distribution Utility 

Power Bill Number: 
Billin Period: 

Rate Com onent 
1.BAS!C CHARGES 
Generation Charges: 
1. 1 a Generation Charge TOU 
1.1 b Generation Charge:AVERAGE 
1.2 Franchise and Benefits to Host Communities 

Sub-Total 

2.ADJUSTMENTS 
2. ia 4th GRAM 
2 .1 b 3rd !CERA 
2.2 Power ~ct Reduction (PAR) 
2.3 Contracted Energy Adjustment 

Sub-Total 

3.ADJUSTMENTS-Previous Billin Month 
3.1 Power Act Reduction (PAR) Apr-May2005 

4. SPECIAL PROGRAMS 
4.1 OOPS- Actual 
4.2 OOPS-Adjustment 

Billing 
Determinants 

kWh) 

1,243,152,606 
(25,642) 

1 ,243,126,964 

1 ,243 ,126,964 
1,243,126,964 

455,447,841 
190,126,964 

60,752,789 

<'.4 ,461 , 181 

Rate Billed Amount 

(PhP) 

4.2711 5,309,629,095.49 
3.8966 (99,916.62) 

0.0245}----_:3..::.0L4'-:'5-:-'6.'::-6:'-J Q:-.:.· ~62:--J 
5,339,985 ,789.49 

0.3048 378,905,098.63 
0.1821 226,373,420.14 

(0. 3000) (136,624 ,352.17) 

0.9500 l----1;...;;.8_;;..0~, 6-'-2"-'0 ..;..6_15'-.-'-80-{ 
649,264 ,782.40 

(0.3000) (18,225,836.58) 

183,414,276.19 

Sub-Total 183 414.276.19 
TOTAL AMOUNT DUE to GENCO======================<=============> 6,172,664,848.08 

~V~A~T~1~0°~~~e~xc~~u~de~-s~F~BH~C~· ~G~RA~M~· ~IC~E~RA~an~d~R~en~e~wa~b~le~E~ne~~Po~rt~io~n~o~fa~ll~ol~he~r~Ct~m~es~---------+--~~45~2~5~33,718.33 
TOTAL AMOUNT DUE ===========================================> 6 625 198 566.4i 



.. . .• 

SAMPLE DISTRIBUTION UTILITY BILL 
For November 2005 

Name of Customer: --------------

Billing Period: 

Billing Determinant · 

.. 
"' :J r:: .. 
> 
II> 

Cl: 

g 
;:> 
;:1 
.lJ 

~ 
Cl 

~ 
" r:: ., 
> 
"" 0:: 

c: 
" E 
E .. 
> 
0 
l!l 

301 

Rate Components 

Generation Charge 

Power Act Reduction 

Transmission Deflvery Charge 

Transmission Delivery Charge 

Business Tux 
Value Added Tax 

Generation 
Transmission 
System Loss 
Distribution 

• urnvt" '""' Charges 
NPC stranded debts 
NPC stranded costs 
DUs stranded contract cost 
Missionary Electrification 
Environmental charges 

and 

(PhP!kWh) 

(PhPikWh) 

(PhPikWh) 

(PhP!kW) 

(PhP/kWh) 

(PhPikW) 

(PhP!kWh) 

(PhPi cusUrno) 

(PhP/kWh) 

(PhPimeterlmo) 

(PhP/kWh) 

(PhP/cuslmo) 

(PhPikWh) 

Rate 

5.00 

350x 11.87% 

0.0761 

ANNEX "C" 

Amount, PhP 

73.29 

5.00 



~epublfc of tiJt ~bilipphte~t 

National Electrification Administration 
Quezon City 

16 October 2008 

MEMORANDUM No. 2008-025 

TO ALL ELECTRIC COOPERATIVES 

SUBJECT PRO-FORMA ENTRIES TO TAKE UP THE EXPANDED 
VALUE ADDED TAX (EVAT) 

**** * ************* * *** ** ** ***"'"*** ** * * *** * * **** * '!~.** *** • * .. * 

I. Rationale 

Electric Cooperatives (ECs) have different accounting entries in taking up EVAT 
and subsequent remittances in their Books of Accounts . 

II. Objective 

To be able to arrive at a uniform accounting entries on the recovery of EVAT that 
is applicable to all Electric Cooperatives (ECs). 

Ill. PRO-FORMA ENTRIES 

[ A. · To Cecord P"uCCii3Se(i"Oi power from G. enco·_-1 Generai Ledger 
1

1

- Subsidiary c and Transco Led"ger 

\ '13 tf 

I 23o- 232~10----p.,ccounts PayaSie--Ger;c(; ·· ·- ---- ·---j----------+------ ------t--- r-xxx-·1 
j230-232-2Ci--~-A.ccount s Payabie-rr~Ai-.J:~.(;c_i- -- ----

1 
-- ----~-----~----~-- xxx -~ 

L_ _______________ _j _____________ ____ - .. - -··· -- ---- _l -- _______ L_ __________ _L__~-- ____ _j 
(Note: no entrj on VAT dl?.r~}CS , it is reflected on sales) 

NIA Road, Government Center, Diliman, Quezon City, Metro Manila, Philippines Tel. No. 929-19-09 



- - ---- ------------- r·General 

I Ledger 
Subsidiary 

Ledger 

1-------::----------:---c~-----r--:------::-:------- --- -- ------------------------+------::::--.---:::--+-----=---.----c:--f 
Code No. i Account Name Dr Cr Dr Cr 

_L 
140-142-00 ! Consumer Accts. Receivable XXX 

140-142-30 ! Consumer Accts. Receiva b-le·-_---,G:--e--n-e-r--a't'"i o-n-----,--V'"'A---=T=-----r----+--r----+---l XXX 
I 

I XXX I 

I 
I 

I Consumer Accts . Receivable-Transm----:-is-s---,--io-n-------,----v.,..,A--=r=--·--+---+--+---+----1 140-142-40 

I XXX r-1-4"""0-- 1:--4---=2---s--o-=----lr-consumer Accts _ Receiva5-ie~System-Lo_s_s----=G=-e-n-_----:-v'"'A---=T=---+--+--+--+----f 

XXX 
140-142-51 - I Consumer Accts . Rec~~~:~~:=-~~~::~o_s __ s_T_ra_n_s __ v_A_T_-+----+-----+---+----------1 

140-142-60 ! Consumer Accts Rece ivable-Distribution VAT* i xxx L------ ___ J__________________ --- --- -________ __________ j__ L--+----------1 
1 230-232-00 ' Accts . Payable J xxx I 

23o--::-232-1_1_1 _____ TA.ccTs Payable:. Ge-nera-tion vAi ___ - --------------+------t----t-xx-x-1 

230-23-2--1-12~ "Ac-c-ts-. _P_a_y_a_b-le---TC;;;;sm,;s;o;;~vAT ~----~ t---~---+---x-xx--------1 
l 230-232-113A 1 Accts . Payable- System Loss Gen. VAT 

-230-232--1 1 3s- · j--Accts~-Pay8ble -::.:system Loss Trans . VAT -- - ---- --- - ---1 -

230-232-114 Accts. Payable- Distribution VAT (Output VAT)* 
I 

XXX 

XXX 

XXX 

.__ _____ _____;, _________ :---:-~·~------~:----:-:----:-----:----'------,--1---:---'----~--..J 

("Note: 12% VAT applicable for d1stnbut10n charge only) 

r-c:-·--- ir~~e~~~~:'=:~;I~oonusn~;er Ac-co-unts Re-ceivable ----1~--- ~~t:~~--~- -s~~~~;ry 

E:~:~ -------1 Accoun-t Nam~---~-----__ -_:_·_ ________ __ l Dr cr ~or-rcr 
~30-~~-~-oo ___ ti _cash on Hand ________ ____ _ __ ____ _____ __J xx~---1----+------i 
1 130- 133-10 Cash on Hand - Main/Sub-Offices 1 1 xxx . 

I 140-142-00 Consumer Accounts Receivable ---- --=r--1-x~x-1--- --+-
1 I 

140-142-30 consumer Accts . R-ecei~abfe::.:-·c;e-n-vA"r_____ __ ----r----T ----, xxx 

140-142-40 Consumer Accts . Receivable- Trans. VAT xxx 

~-1-40-14-_2--50 t co"'"me' Acct' Rece,vabie-:sy;:LQ, GeO. VAT xxx 

--140-142--51 1 Consumer Accts Rece1~aCie -~~-Sys Loss- Trans vA·-r -1--------+ xxx 

140-142-60 t consumer Accts . Receiva ~~~-=----~:~-vA_:--------t··- i xxx 



I 
i 
r 

rc.-·---Toreco.rd.Collections of Cons-um-er-Accoun 
I from Government 

-ts Receivable--l--~=~:~rr i Subsidiary 
I Ledger 
I 

- ---------. ---------------- · 
Code No. i Account Name 

I 1-::-c---:-:::c::-:--::-:::---::-::-+-:::---:---,---,----------·-------- -

.... -·--····--------

Cr t Dr Dr Cr 

-----
2) 130-133-00 / Cash on Hand XXX 

130-133-10 ! Cash on Hand-Main Office/Sub-Off ice 

170-1 66-00 i Prepayments- SIR XXX 

------·-- =t--
s) 

170-166-20 ! Creditable WithholdingYa~--------
r----------------:-':c:c---:-:-:----:--:-:--·-·------- ------. ---

(5% withheld by government office 

- -------- I 
XXX 40-142-00 1 Consumer Accounts Recelvabie __ _ 

------
ergy Sales 

--·---------
neration VAT 

40-142-20 Tconsumer Accts -Rec.eiva-ble·.:_- En 

---- -- ___ L _____________ --- ------ ------------
1 140-142-30 : Consumer Accts Receivable - C1e 

. ---------·-··-------- --
nsmtssion VAT 

1-------,-----~ ____________ , ___ ' .... 
140-142-40 j Consumer Accts. Receivable- Tra 

---------------- r----
s Loss Gen . VAT 140-142-50 i Consumer Accts. Receivable -~-Sy-

1 
-
s Loss Trans . VAT 

f------::-:---:-::--::-:--+--=----~---==----:---------
140-142-51 Consumer Accts . Receivable - Sy 

140-142-60 Consumer Accts . Receivable - Dis tribution VAT 

'-----------'---------------- - ----------

---=ro~ecord remittance of VAT -to Genco ___ ________ ---r-General 

Ledger 

Account Name Dr 

! 
i 

XXX 

I 

i 
XXX 

I 
I 
I XXX 

i 
I XXX 
i 
I -
I XXX ! 
1----· 

XXX 

XXX 

XXX 

Subsidiary 
Ledger 

Dr t Cr 
I 

i 

+---------··-- ____ ____ ___ ____ ________ ~r-T--

:::~u;.:~~~;:;::~:n;:G~~· VAT*---~- .x .. xjx-t~;,~~~~----1 

-+------------ ----- --------·---
Accounts Payable XXX 

130-131-00 Cash General Fund 

---- --- ----- -· -----------:-------+--+---+----1---------j 
Cash in Bank- General Fund Current Account 130-131 -10 XXX 

*Based on the proportionate share of the transmission component and the 
generation cost from non-renewal sources. 



D. To record remittance of VAT to Transco General Subsidiary 
Ledger Ledger 

Code No. Account Name Dr Cr Dr Cr 

1----------+------------------- - -- - --------t-----i- --t---t----1 
2) 230-232-00 Accounts Payable XX X 

XXX 

XXX 

XXX 

XXX 

___ _ ____________ L ____ __ -·-------------------

* Based on the proportionate share of the transmission component and the 
generation from non-renewal sources. 

E. To record Input VAT on Purchase s other than Power Cost General 
Ledger 

Dr Cr 

XXX 

AT 

1--C=-o_d_e_N_o_,---3 Account Name 

170- 166-00 Prepayments- SIR 

--------------,-
170-166-1 0 1 Prepayments - Input V 

130-131 -00 --tCash General Fund XXX 

130-131 -10 I Cash in Bank - Curren t Account 
I 

c__ _ _ ____ __ - _j_ __ ·-- ------------------- ·- -- ·---·----·-----

--· ·-·-- ·-··- - - -···-·· 
F. To record monthly remittan ce of VAT to BIR 

Code No. Account Name 

1--------+----------·-----:--:--
230-232-00 Accounts Payable - BIR 

230-232-114 Accounts Payable -Distribution VAT (Output VAT) 

l--::-c:-....,-::--=-::-::---l-:::--------,--
170-1 66-00 Prepayments - Bl R 

------------ -----·--------
put VAT** 

1--c::-:---::------
170-166-1 0 Prepayments - In 

170-166-20 Creditab le withho 

130-131-00 -f~s,;-c;en.caTF" 
!ding Tax *** 

nd 

------
eral Fund- Current Account J 130-131-1_0 ___ /Cash m-Ba nk-."G en 

- ----------------
I I 

~-------------L·------- ·--------·· ·----

General 
Ledger 

Dr Cr 

XXX 

XXX 

XXX 

** Input VAT o n purchases o t her t han the Power Cost 

*** 5% withholding tax from sales to government offices 

Subsidiary 
Ledger 

Dr Cr 

XXX 

XXX 

Subsidiary 
Ledger 

Dr Cr 

XXX 

XXX 

XXX 

XXX 



RESPONSIBILITY 

The responsibility of implementin9 th1s policy rests on the General Manager, Finance 
Manager and Internal Auditor. 

EFFECTIVITY 

This guidelines shall take effect immediately. 

/} - ~ 
EDIT A S. BUENO 
Administrator 

NATIONAL ELECTRIFICATION 
ADMINISTRATION 
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MEMORANDUM No. 2010-017 

TO ALL ELECTRlC COOPERATIVES (ECs) 

SUBJECT : Remittance of VAT Collections 

************************************************************************ 

I. Rationale 

Revenue Memorandum Circular No. 61-2005 of the Bureau of Internal Revenue 
(BIR) "Clarifying the VAT Provisions of Republic Act (R.A.) 9337 Applicable to 
the Power Industry" states that generation, transmission and distribution companies 
as well as electric cooperatives shall be subject to the value-added-tax on their sale 
of electricity effective November 01, 2005 pursuant to the provision of Section l 08 
of the Tax Code as amended by R.A. 9337. 

Section 1 08(A) of the Tax Code, as amended, imposes a value added tax equivalent 
to ten percent ( 1 0%) of gross receipts derived from the sale or exchange of services. 
including the use or lease of properties. The 10% Y AT was raised to 12% by the 
President effective January 1, 2006. 

II. Standard Procedures and Guidelines 

Pursuant to R.A. 9136 and Section 18 of R.A. 7638, the Energy Regulatory 
Commission (ERC) is vested the power and authority to determine, flx and regulate 
the rates charged by all electric distribution utilities (DUs), the National Power 
Corporation (NPC) and the National Transmission Corporation (TRANSCO) 

In the ERC Resolution No. 20, Series of 2005 , the ERC established the general 
principles in the implementation ofR.A . 9337 by allowing the Generation Companies 
(GC), TRANSCO and all DUs to impose the appropriate VAT rate. Among others 
are as follows: 

a. The GC and TRANSCO shall bill the end-user through the DUs for .the sale 
and transmission of electricity and ancillary services including the Y AT 
thereon; 

:·• ·NE .'. Build ing. No. ~7 NIA Rond. t jov<rnm<nl Cent er. Diliman. Q uezon Citv. 1it <J2'J- 1909 . """"" .noa .gnv.ph 
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b. The amount collected from the end-user for such charges shall not form 
part of Gross Receipt (GR) of the DUs and shall not be claimed by the DUs 
as input tax; 

c. The amount collected from the end-user as payment for the generation and 
transmission charges including the VAT thereon shall form part of the GR 
and output VAT of the GC and TRANSCO, accordingly; 

d. The reckoning of the sale subject to VAT between the GC and TRANSCO 
to the end-user shall be upon collection on the billing made by the DUs; 

e. The DUs shall bill the end-user for the corresponding VAT on the sale and 
transmission of electricity. The said VAT is neither part of the DUs GR nor 
input VAT. The DU shall ensure it is revenue neutral in its collection of the 
said VAT. The VAT on the current month's sale and transmission of 
electricity shall be billed to the end-users on the next billing cycle; 

f. The VAT on the allowable System Loss shall be computed on the 
proportionate share of the transmission component and the generation 
share from non-renewable sources. The VAT on system loss above the 
cap shall be shouldered by the DU; and 

g. The VAT collected by the DU on generation , transmission and system loss 
shall be remitted to the concerned GC and TRANSCO, which in turn, shall 
be responsible for the tax due to the BIR. 

In compliance with the Tax code, as amended by R.A 9337 and ERC Resolution No. 
20 , Series of 2005, the ECs are obliged to remit all VAT collected on generation , 
transmission and system loss to the concerned GC and TRANSCO. 

Based on PSALM's Status of Power Receivables as of 30 April 2010, there are 46 
ECs which have outstanding VAT payables to NPC/PSALM. 

All ECs therefore are directed to reconcile, settle or request PSALM for the 
restructuring of said VAT accounts to avoid disconnection from the grid based on the 
DOE Circular No. DC 2010-05-0006 re : Terminating the Default Wholesale Supplier 
Arrangement for the Philippine Wholesale Electricity Spot Market (WESM) and 
Declaring a Disconnection Policy . 

Finally, please be reminded that the BIR shall conduct audit/examination of tax dues 
of ECs to determine liability and accountability to the National Government. 

For strict compliance. 

/1~ 
DITA S. BUENO 

Administrator 

NATIONAL ELECTRIFICATION 
ADMINISTRATION 

INI1EP\:V!I\G. P!..S. <l'rf. ' •OA016?75 

1111 ~Wlll\liJ~J~~l}ll ~f,~ 1'" 



REPUBLIC OF THE PHILIPPINES 
DEPARTMENT OF FINANCE 

BUREAU OF INTERNAL REVENUE 
October 25, 2012 

REVENUE MEMORANDUM CffiCULAR NO. 62-2012 

SUBJECT: Clarifying the Reporting of Gross Receipts Relative to Power Generation and 
Distribution 

TO All Revenue Officials, Employees and Others Concerned 

This Circular is issued to synchronize the remittance of Value Added Tax (VAT) on 
power generation and other related charges with Section 108 of the National Internal Revenue 
Code of 1997, as amended. 

BACKGROUND 

Revenue Memorandum Circular No. 61-05 dated October 27, 2005 was issued to clarify 
the VAT provisions ofRepublic Act No. 9337 applicable to the power industry. Question No. 26 
thereof provides: 

Q26 What is the treatment of the Generation and Transmission charges including the VAT thereon 
which are pass through charges of the Distribution Companies and Electric Cooperatives? 

A2.6 The Generation and Transmission companies shall bill the end-user through the Distribution 
Companies and Electric Cooperatives for the sale and transmission of electricity and ancillary services 
including the VAT thereon. The amount collected from the end-user for such charges shall not form part of 
the gross receipts of the Distribution Companies and Electric Cooperatives. The Distribution Companies 
and Electric Cooperatives shall not claim an input tax on such pass-through charges. The amount collected 
from the end-user as payment for the generation and transmission charges including the VAT thereon shall 
form part of the gross receipts and output VAT of the Generation Company or Transmission Company, 
accordingly. 

The Distribution Companies and Electric Cooperatives may advance, exclusive ofthe corresponding VAT, 
the generation fee to the Generation company. The amount advanced may be offset against the amount 
collected from the end-user and only the VAT portion of the generation fee shall be remitted to the 
generation company upon collection from the end-user. The reckoning of the VA Table sale between the 
generation company and the end-user shall be upon collection on the billing made by the Distribution 
Companies and Electric Cooperatives. 

\\ (I 

0 



The procedure in the aforecited provision of RMC No. 61-05 resulted in inefficiency in 
the collection of VAT on power generation and other related services. It has been noted that 
Distribution Companies and Electric Cooperatives have incurred delay in the remittance of VAT 
to Generation Companies. In some instances, Distribution Companies and Electric Cooperatives 
have paid in advance the generation and other power related charges without remitting the 
corresponding VAT. Hence, there is a need to revise the process. 

REVISED PROCESS 

Question No. 26 ofRMC No. 61-05 ishereby amended to read as follows : 

Q26 What is the treatment of the Generation and other power related charges including the VAT 
thereon which are pass through charges of the Distribution Companies and Electric Cooperatives? 

A26 The Generation Companies, Aggregators, Market Operators, Retail Electricity Suppliers, and other 

suppliers of electricity shall bill the Distribution Companies and Electric Cooperatives for the sale and 

transmission of electricity and ancillary services including the VAT thereon, if applicable. The VAT shall 
be remitted by the Distribution Companies and Electric Cooperatives to the Generation Companies, 

Aggregators, Market Operators, Retail Electricity Suppliers, and other suppliers of electricity together with 
the payment for generation and transmission services. All collections by Generation Companies, 
Aggregators, Market Operators, Retail Electricity Suppliers, and other suppliers of electricity from 
Distribution Companies and Electric Cooperatives pertaining to generation and other V ATablecharges shall 
be deemed to inc! ude the VAT thereon. 

The amount collected by the Distribution Companies and Electric Cooperatives from the end-user 

for such charges, including the VAT thereon, shall not form part of the gross receipts of the Distribution 
Companies and Electric Cooperatives. The Distribution Companies and Electric Cooperatives shall not 
claim an input tax on such pass-through charges. The amount collected from the end-user as payment for 
the generation and other VA Table charges including the VAT thereon shall form part of the gross receipts 
and output VAT of the Generation Company or Transmission Company, accordingly. 

If the Distribution Companies and Electric Cooperatives pay in advance the generation fee to the 
Generation company, the amount paid shall be inclusive of the corresponding VAT. The amount advanced 

may be offset against the amount collected from the end-user. 

Under the new process, the VAT on the sale of electricity and ancillary services shall be 
paid by the Distribution Companies and Electric Cooperatives together with the generation and 
other fees. Unlike in the previous procedure where the Distribution Companies and Electric 
Cooperatives remit the VAT on the sale of electricity and ancillary services only after the same 
have been collected from the end-user, the new process requires the Distribution Companies and 
Electric Cooperatives to pay the VAT upfront on the sale of electricity and ancillary services. 
Such VAT paid may not be claimed as input VAT by the Distribution Companies and Electric 
Cooperatives as these are mere pass through charges. The amount paid for electricity and 
ancillary services, including the VAT thereon, may be offset against the amount collected from 
the end-user by the Distribution Companies and Electric Cooperatives. 



This new procedure shall take effect beginning billing period August 26- September 25, 

2012. 

All outstanding deferred VAT (VAT on generation and other VA Table power related 
charges where the charges were already paid by the Distribution Companies and Electric 
Cooperatives to the Generation Companies, Aggregators, Market Operators, Retail Electricity 
Suppliers, and other suppliers of electricity) in the books of Generation Companies, Aggregators, 
Market Operators, Retail Electricity Suppliers, and other suppliers of electricity up to billing 
period ending August 25, 2012 shall be remitted on or before the deadline for filing of the 
monthly VAT declaration for October which is November 20, 2012 . The Distribution Companies 
and Electric Cooperatives are hereby required to remit the VAT on their purchases prior to 
August 25 , 2012 to the Generation Companies, Aggregators, Market Operators, Retail Electricity 
Suppliers, and other suppliers of electricity on or before November 15, 2012, to allow the 
Generation Companies, Aggregators, Market Operators, Retail Electricity Suppliers, and other 
suppliers of electricity to remit the same to the Bureau of Internal Revenue within the prescribed 
period. Failure on the part of the Distribution Companies, Electric Cooperatives, Generation 
Companies, Aggregators, Market Operators, Retail Electricity Suppliers, and other suppliers of 
electricity to remit the VAT within the dates prescribed herein shall warrant the imposition of 
penalties, surcharges and interest as provided for under the National Internal Revenue Code of 
1997, as amended and its implementing rules and regulation. 

All concerned revenue officials and employees are hereby enjoined to give this Circular 
as wide a publicity as possible. 

K-1 

(Original Signed) 
KIM S. JACINTO-HENARES 
Commissioner oflnternal Revenue 


