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AN ACT
CLASSIFYING THE SALE OR IMPORTATION OF PETROLEUM PRODUCTS 

AND RAW MATERIALS IN THE MANUFACTURE THEREOF AS VALUE-ADDED 
TAX EXEMPT TRANSACTIONS, AMENDING FOR THE PURPOSE SECTION 109 
(1) OF REPUBLIC ACT NO. 8424, OTHERWISE KNOWN AS THE TAX REFORM 
ACT OF 1997, AS AMENDED BY REPUBLIC ACT NO. 9337, AND FOR OTHER

PURPOSES

EXPLANATORY NOTE

Republic Act No. 9337 otherw ise known as the  RVAT Law was im plem ented in 
2004 as part o f the  governm ent's fiscal program . The law lifted the  value-added tax 
exem ption o f power and oil products to  help shore up governm ent collections in the 
face o f a ioom ing fiscal crisis. In  2004, about 86 percent o f governm ent revenues were 
used fo r servicing debt and on iy about 11 percent was allocated to  in frastructure  and 
o ther capitai expenditures. However, as a percentage o f gross dom estic product (GDP), 
pubiic debt has since deciined from  78 percent in 2004 to  45 percent in 2015, a marked 
im provem ent from  when VAT was imposed.

Petroieum products are characterized as sociaily sensitive products h ighly used in 
the  power generation, com m ercial, transport, m anufacturing and agricultura i sectors. 
Diesei fo r instance is used by public transport. Kerosene is used fo r iighting. Fuel oil is 
used fo r power generation and iiquified petroleum  gas is used in m ost househoids.

We also need to  consider th a t the  Phiiippines is also prim arily an oil im porte r and 
the  unpredictab ility  o f geopoliticai tensions in oil producing countries and fluctuations in 
the  in ternational m arket leave us vulnerable to  price changes.

As a a key input to  production and as household necessity, any increase in the 
prices o f petroleum  products and the additional burden o f VAT w ill have an im pact on 
the  lives o f every Filipino as it also puts upward pressure on the  prices o f basic goods 
and services, transporta tion and energy cost.

We m ust be m indfui th a t in the  ASEAN region, the  Philippines has the  highest 
individual income tax rate which has remained unadjusted since 1998. On top  o f tha t, 
Fiiipinos are made to  pay VAT h igher than its ASEAN neighbors. Hardiy any m oney is 
le ft from  the ir income to  keep up w ith  the increasing cost o f living.

Thus, th is  biil seeks to  restore the VAT exem pt status o f petroleum  and 
petroleum  products to  increase the  purchasing power o f Filipinos. Moreover, given the








