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Comparative Value-Added Tax and  
VAT-Like Structure in ASEAN Member States* 

I. BACKGROUND INFORMATION

This paper compares the Value-Added Tax (VAT) and VAT-like structures in the
Association of Southeast Asian Nations (ASEAN) member states (AMS), including Timor-
Leste (as an observer state), to provide policymakers and researchers with baseline 
information. (See Annex A for the Comparative Matrix.) Below is a summary of significant 
points and observations: 

a. Among the ten AMS, six countries are imposing VAT, namely, Philippines,
Cambodia, Indonesia, Lao PDR, Thailand, and Vietnam, while three countries are
imposing taxes with a VAT-like structure, namely, the sales and services tax (SST)
of Malaysia, the commercial tax (CT) of Myanmar, and the goods and services tax
(GST) of Singapore. On the other hand, Brunei does not impose VAT or any taxes
with a VAT-like structure. Meanwhile, Timor-Leste follows a tax structure similar
to Malaysia, specifically the SST;

b. Of the six AMS imposing VAT, the Philippines, Cambodia, Indonesia, Lao PDR,
and Thailand impose a general single VAT rate on the sale of goods and services;

c. The Philippines’ VAT rate is 12%, while Cambodia’s and Thailand’s are 10% and
7%, respectively. Meanwhile, Indonesia increased its VAT rate from 10% to 11%
on April 1, 2022, while Lao PDR decreased it from 10% to 7% starting January 1,
2022.  In Vietnam, goods and services not entitled to exemptions, zero-rating, and
5% VAT are subject to the 10% standard VAT rate;

d. Indonesia has a special VAT base, which is the transaction value agreed upon
between the parties concerned, subject to certain conditions;

e. For countries imposing a VAT-like structure, Singapore’s GST rate is 8%, while
Myanmar has increased its CT rate on some of its taxable goods from 1% to 15%
beginning April 1, 2022. On the other hand, Malaysia imposes a three-tiered SST
rate, i.e., a standard rate of 10% sales tax, 5% sales tax on specific goods (e.g.,
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agriculture and food), and 6% service tax. Meanwhile, Timor-Leste imposes two-
tiered services tax and sales tax at 0% to 5% and 0% to 2.50%, respectively; 

f. It is common among the AMS to impose a zero-rated VAT/VAT-like structure
on exports of goods and certain types of specific services to avoid taxing the
products or services twice and VAT exemptions on the sale or importation of
agricultural and marine food products in their original state and the sale,
importation, printing, or publication of books.

II. HIGHLIGHTS OF THE AMS VAT AND VAT-LIKE STRUCTURES IN 2022

Philippines

Republic Act (RA) No. 10963, otherwise known as the “Tax Reform for 
Acceleration (TRAIN) Law”, amended Section 110(A)(2) of the National Internal 
Revenue Code (NIRC) of 1997, as amended, particularly the amortization of input VAT 
on local purchases and importations of capital goods.  

Under the TRAIN Law, the amortization of input VAT will no longer be allowed 
starting January 01, 2022. This means that the input VAT on the local purchase or 
importation of capital goods beginning in 2022 may be fully recognized outright and be 
claimed as input tax credits against output tax during the month when the capital goods 
are purchased or imported, regardless of whether the aggregate acquisition cost in a 
calendar month exceeds P1 million. 

The Bureau of Internal Revenue (BIR) issued Revenue Memorandum Circular 
No. 24-2022 clarifying the following points:   

a. The Corporate Recovery and Tax Incentives for Enterprises (CREATE) Act 
provides that only goods and services directly and exclusively used in 
registered export enterprises’ registered projects or activities qualify for 
VAT zero-rating on local purchases. As applied to ecozones and freeport 
zones, the sales of goods/services by a VAT-registered seller to Registered 
Business Enterprises (RBEs) inside the economic and freeport zones will no 
longer be treated as a constructive export subject to 0% VAT;

b. The CREATE Act provisions shall now govern business enterprises duly 
registered with the investment promotion agencies with respect to their 
availment of tax incentives, including VAT exemption of RBEs enjoying the 
5% gross income earned or special corporate income tax, VAT 
exemption on importation, and VAT zero-rating on local purchases of goods 
and services by registered export enterprises; and

c. The VAT-registered suppliers’ sale of goods and services to registered export 
enterprises enjoying the fiscal incentives will be treated as VAT zero-rated,
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provided that the goods and services are directly and exclusively used in the 
registered projects/activities. The VAT zero rating shall be enjoyed for a 
maximum period of 17 years from the registration date unless extended under 
the Strategic Investment Priority Plan. 

Aside from clarifying some provisions of the CREATE Act, the BIR also 
promulgated Revenue Regulations (RR) No. 7-2022, which provides the mechanism for 
the availment of tax incentives under the Renewable Energy Act of 2008. The salient 
features of the said RR include: 

a. Renewable energy (RE) Systems Developers are defined as individuals or 
judicial entities created, registered, and/or authorized to operate in the 
Philippines in accordance with existing Philippine laws and engaged in the 
exploration, development, and utilization of RE resources and actual operation 
of RE systems/facilities. It shall include existing entities engaged in the 
exploration, development, and/or utilization of RE resources, the generation 
of electricity from RE resources, or both. To be considered a registered RE 
Developer qualified to avail of incentives, it must be duly registered with the 
Department of Energy (DOE);

b. The sale of power or fuel generated through renewable sources of energy, 
including 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, shall be subject to a 0% VAT under the NIRC 
of 1997, as amended; Provided, that ancillary services generated through 
renewable sources of energy shall also be subject to 0% VAT;

c. The purchase by an RE Developer of local goods, properties, and services 
needed for the development, construction, and installation of the plant 
facilities of RE Developers and the whole process of exploration and 
development of RE sources up to its conversion into power, including, but not 
limited to, the services performed by subcontractors and/or contractors shall 
be subject to a 0% VAT;

d. All shipments necessary for the manufacture and/or fabrication of RE 
equipment and components shall be exempt from VAT on importation, 
provided that the components, parts, and materials are not domestically 
manufactured in reasonable quantity and quality at competitive prices, and are 
directly and actually needed, used exclusively in the manufacture/fabrication 
of RE equipment, covered by shipping documents in the name of the duly 
registered manufacturer/fabricator, and have the prior approval of the DOE 
before the importation of such components, parts, and materials; and

e. All manufacturers, fabricators, and suppliers of locally-produced RE 
equipment shall be subject to a 0% VAT on their transactions with local 
suppliers of goods, properties, and services needed in the 
manufacture/fabrication of RE equipment.
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Finally, RA 11861, also known as the “Expanded Solo Parents Welfare Act”, 
expanded the benefits and privileges to solo parents and their children. Among others, the 
law, as implemented by RR 1-2023, provides a 10% discount and VAT exemption on 
baby’s milk, food and micronutrient supplements, sanitary diapers purchased, duly 
prescribed medicines, vaccines, and other medical supplements purchased from the birth 
of the child or children until six years of age of a solo parent who is earning less than 
P250,000.00 annually. 
 

 
Cambodia 

 
The Cambodian General Department of Taxation (GDT) postponed the 

implementation of VAT on e-commerce from December 31, 2021, to March 31, 2022, 
under Notification No. 776. The delay allowed non-resident taxpayers supplying e-
commerce digital goods/services or e-commerce activities to register with the Cambodian 
Tax Authorities for simplified VAT before April 1, 2022. Failure to register or update 
their information, or to submit returns and pay VAT to the GDT on time, will subject non-
resident taxpayers to appropriate penalties under Cambodian tax laws and regulations. 

 
On the other hand, the Cambodian Ministry of Economy and Finance issued 

Prakas 009, dated January 11, 2022, regulating the VAT on selected basic food items for 
its people’s daily living, which the state will shoulder for the next two years. The 
identified basic foods are as follows: (a) meat from domesticated animals: cattle, buffalos, 
goats, sheep, pigs, chickens, and ducks, whether the meat is fresh, cured, or smoked; (b) 
eggs from all kinds of domesticated animals, whether the eggs are fresh, cured or smoked; 
(c) all kinds of freshwater and marine (saltwater) fish, lobsters, shrimps, prawns, crabs 
and all kinds of mollusks, whether fresh, cured or smoked; (d) all kinds of sugar which 
are not characterized as candy; (e) all kinds of salt; and (f) all kinds of fish sauce and soy 
sauce (PwC, 2022). 
 
 
Indonesia 

 
Indonesia’s President ratified the Law on Harmonization of Tax Regulations (UU 

HPP) on October 29, 2021, increasing the VAT rate from 10% to 11% effective April 1, 
2022, and further to 12% by January 1, 2025. In addition, the law allows the following 
transactions to avail creditable input VAT: (a) purchase or use of taxable goods and/or 
services; (b) import of taxable goods; and (c) utilization of intangible taxable goods and/or 
services from offshore within Indonesia. The VAT computation is based on the actual 
sales price, acquisition cost, import or export value, or other values as stated in the 
supporting documents.  

 
The law provides for a temporary or permanent waiver or exemption that may be 

granted to encourage exports and the downstream sector for nationally prioritized 
projects, primarily to support the availability of certain strategic goods and services for 
national development, etc. (BDO, 2022). 
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Moreover, the Indonesian Ministry of Finance (MOF) issued the following VAT 
regulations, all of which took effect on April 1, 2022, to synchronize with the changes 
made by UU HPP: 

a. MOF Regulation No. 60/PMK.03/2022(PMK-60) implementing the 
regulation on the VAT treatment of transactions via electronic systems; 

b. MOF Regulation No. 61/PMK.03/2022 (PMK-61) implementing the 
regulation on self-construction activity, not in respect of a job or occupation 
by an individual or an organization, where the construction result will be used 
by the individual or organization itself or used by another party; 

c. MOF Regulation No. 62/PMK.03/2022 (PMK-62) implementing the 
regulation on the VAT treatment of delivery of subsidized liquefied petroleum 
gas (LPG) products; 

d. MOF Regulation No. 63/PMK.03/2022 (PMK-63) implementing the 
regulation on the VAT treatment of tobacco products; 

e. MOF Regulation No. 64/PMK.03/2022 (PMK-64) implementing the 
regulation VAT treatment of delivery of certain agricultural products 
(plantation, crops, and forestry); 

f. MOF Regulation No. 66/PMK.03/2022 (PMK-66) implementing the 
regulation on the VAT treatment of delivery of subsidized fertilizer for the 
agricultural sector; 

g. MOF Regulation No. 67/PMK.03/2022 implementing the regulation on the 
VAT treatment of delivery of services by an insurance agent and brokers; 

h. MOF Regulation No. 70/PMK.03/2022 (PMK-70) implementing the 
regulation on criteria for certain services that are not subject to VAT; and 

i. MOF Regulation No. 71/PMK.03/2022 (PMK-71) implementing the 
regulation on the VAT treatment of delivery of certain taxable services 
(Deloitte, 2022c). 
 

Lao PDR 
 

The Law Amending Certain Provisions of the Laws on Tax No. 01/NA, which 
came into force on January 1, 2022, provided a new specific basis for the VAT calculation 
for minerals-and electricity-related activities: 

a. For mineral imports, the VAT basis will be the actual purchase price at the 
border or the price specified by the Government, plus applicable import duties; 
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b. For supply, purchase, sale, export, exchange, trade, self-use, or gifting of 
minerals, the VAT basis will be the actual purchase price, international market 
price, or the price specified by the Lao Government; 

c. For electricity producers, the VAT basis will be the contractual price under the 
respective power purchase agreement; and 

d. For electricity generated by an enterprise or consumer, the VAT basis will be 
the tariff rates prescribed by the Government or the respective power purchase 
agreement. 

The Law also provides that input VAT deductions may only be made if payment 
for the relevant sale and purchase of goods and services was made through a bank in the 
Lao PDR. However, it remains unclear whether this excludes cash payments from VAT 
deductions. It is noted that any deductible input VAT, to which the 10% VAT rate is 
applicable and has not been claimed by the end of 2021, will no longer be deductible as 
input VAT. Nevertheless, they may still be recorded as tax expenses for the relevant 
financial year, and deductible input VAT to which the 7% VAT applied can be processed 
as usual (Tilleke & Gibbins, 2021).  

 
 

Malaysia 
 

The Royal Malaysian Customs Department (RMCD) issued the regulations and 
guidelines on imposing a 10% sales tax on low-value goods (LVG), with the 
implementation date (i.e., registration date) set to commence on January 1, 2023, and the 
actual imposition of the sales tax on LVG beginning on April 1, 2023. The rationale for 
implementing a sales tax on LVG is to create a level playing field for local and imported 
goods in Malaysia. It is noted that the LVG applies to all goods with a sales value of 
MYR500 (PHP6,108.00)1 or less, brought from outside Malaysia via land, sea, or air. It 
also includes particular areas (e.g., free zones, licensed warehouses, licensed 
manufacturing warehouses, joint development areas, and petroleum supply bases) and 
designated areas (e.g., Labuan, Langkawi, Tioman, and Pangkor). However, 
transportation and insurance costs for bringing the goods from overseas to Malaysia, as 
well as any tax or duties, are chargeable and payable on the sale of LVG and are not 
included in the sales value of LVG (Ernst & Young, 2023).  

 
The RMCD issued Amendment 2/2022, specifying the persons exempted from the 

payment of the sales tax, which includes the following: (a) any person importing goods 
using air courier service (including postal service); and (b) all goods excluding cigarettes, 
tobacco products, intoxicating liquors, smoking pipes (including pipe bowls), electronic 
cigarettes and similar personal electric vaporizing devices, and preparation of a kind used 
for smoking through the electronic cigarette and electric vaporizing device, in forms of 
liquid or gel, not containing nicotine (RMCD, 2022). 

 
                                                           

1 MYR1 = PHP12.2160, based on the Bangko Sentral ng Pilipinas Exchange Rate Bulletin 
(https://www.bsp.gov.ph/SitePages/Statistics/ExchangeRate.aspx) as of March 17, 2023.  
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The RMCD also issued Service Tax Policy No. 1/2022 relating to the service tax 
exemptions on digital payment services rendered by certain non-bank service providers 
effective August 1, 2022, to July 31, 2025. The policy exempts digital payment service 
recipients (customers) from paying the service tax on services acquired from local non-
bank service providers, such as non-bank payment instrument issuers, non-bank merchant 
acquirers, and non-bank payment system operators (Deloitte, 2022a). 

 
 

Myanmar 
 
The Myanmar State Administration Council (SAC) enacted the Union Tax Law 

(UTL) 2022 through SAC Law No. 6/2022 on March 30, 2022, and subsequently amended 
it on November 17, 2022, through SAC Law No. 48/2022. The amended UTL provides a 
CT exemption on battery electric vehicles (BEV) and their batteries, effective from 
October 1, 2022, to March 31, 2023. As a security tax measure following the declaration 
of a state of emergency in Myanmar, the UTL also increased the CT on internet service 
receipts from 5% to 15%, effective April 1, 2022. 

 
 

Singapore 
 
According to the Inland Revenue Authority of Singapore (IRAS), through 

Singapore’s Ministry of Finance, the GST rate has increased from 7% to 8% starting 
January 1, 2023. It will further increase to 9% starting January 1, 2024. The revenue from 
the increase will be directed towards healthcare expenditure and social services for senior 
citizens.  

 
The IRAS has also extended the coverage of the GST to imported LVG2 and 

business-to-consumer (B2C) non-digital services by way of reverse charge (for business-
to-business) or through the overseas vendor registration (OVR) regime, effective January 
1, 2023, and the new prevailing GST rate is applied on the said transactions.  

 
In addition, individuals and businesses overseas previously not GST registered, 

which exceed SGD1 million (PHP40.68 million)3 in global turnover and provide 
SGD100,000 (PHP4.07 million) in remote services to Singapore consumers, are required 
to register for GST under the OVR regime and charge 8% GST on their supplies of remote 
services. Similarly, overseas suppliers of LVG meeting the same threshold are also 

                                                           
2  LVG refers to imported low-value goods. For the purposes of the overseas vendor registration (OVR) 

regime, LVG is defined as goods which at the point of sale: (i) are not dutiable goods, or are dutiable goods, but 
payment of the customs duty or excise duty chargeable on the goods is waived under Section 11 of the Singapore 
Customs Act; (ii) are not exempt from GST; (iii) are located outside Singapore and are to be delivered to 
Singapore via air or post; and (iv) have a value not exceeding the import relief threshold of S$400. It is noted that 
a supply of LVG by a GST-registered OVR vendor, to a customer who is not GST-registered in Singapore, will 
be subject to GST.  

In the Goods and Services Tax Act 1993, LVG is referred to as “distantly taxable goods.” 
 
3 SGD1 = PHP40.8350, based on the Bangko Sentral ng Pilipinas Exchange Rate Bulletin 

(https://www.bsp.gov.ph/SitePages/Statistics/ExchangeRate.aspx) as of March 17, 2023. 
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required to register for GST under the OVR regime and charge 8% GST on their supplies. 
A GST-registered business subject to reverse charge must consider remote services and 
LVG when determining its reverse charge GST liability. 

 
Regarding travel arranging services, the IRAS provided a regulation to determine 

whether zero-rating applies based on where the customer and direct beneficiary of the 
services belong. (See Table 1.) 

 

Table 1 
 
Singapore’s GST Treatment on Travel Arranging Services, Effective January 1, 2023 

 
Supply of services GST treatment 

  

1. Arranging international 
transport of passengers and 
related insurance: 

- From Singapore to a place 
outside Singapore; 

- From a place outside 
Singapore to Singapore; or 

- From a place outside 
Singapore to another place 
outside Singapore 

(e.g., services to arrange or 
facilitate the booking/ purchase 
of air tickets, travel insurance) 

Prior to January 1, 2023: Zero-rated 

Starting January 1, 2023: 

(a) Contract with a 
local customer 

- Standard rate (8% GST) 

(b) Contract with an 
overseas 
customer 

- Zero-rate if the service directly 
benefits an overseas or GST-
registered person in Singapore. 

- Otherwise, the service has to be 
standard-rated. 

 

2. Arranging of accommodation  
(e.g., services to arrange or 
facilitate the booking of hotels 
or hostels) 

Prior to January 1, 2023: Depends on the location of 
the property: 

- Standard rate if the property is located in Singapore 

- Zero-rate if the property is located outside 
Singapore 

Starting January 1, 2023: 
 
(a) Contract with a 

local customer 
- Standard rate (8% GST) 

(b) Contract with an 
overseas customer 

- Zero-rate if the service directly 
benefits an overseas or GST-
registered person in Singapore. 

- Otherwise, the service has to be 
standard-rated. 
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Supply of services GST treatment 
  

3. Arranging inbound/outbound 
tour package  
 

Prior to January 1, 2023: 

(a) Contract with a 
local customer 

- Standard rate (8% GST) 

(b) Contract with an 
overseas customer 

- Zero-rate if the service 
directly benefits an overseas 
or GST-registered person in 
Singapore. 

- Otherwise, the service has to 
be standard-rated. 

-  
Starting January 1, 2023: No Change 

Note. Lifted from IRAS - GST: Guide for the Travel Industry (Second Edition) 

Thailand 
 

The Government of Thailand will continue to impose the reduced 7% VAT until 
September 30, 2023 (from the standard VAT rate of 10%) to mitigate the effects of the 
post-COVID-19 on Thailand’s economy. Notably, businesses in Thailand with an annual 
turnover of over THB1.80 million (PHP2.88 million)4 must register as VAT operators. In 
contrast, some business activities are exempt from the VAT, including, but not limited to 
(a) taxpayers with sales of less than THB1.80 million (PHP2.88 million); (b) educational 
services; (c) research and technical services; (d) religious activities and public charities; 
(e) healthcare services; (f) imported goods brought into a duty-free zone; (g) sale of goods 
related to agriculture; and (h) rent of immovable properties (ASEAN Briefing, 2023). 

 
In addition, the Thailand Revenue Department issued the following Thai Royal 

Decrees providing VAT exemptions to various sectors to address the country’s economic 
condition:  

a. Thai Royal Decree No. 744 provides VAT exemption for transfers of 
cryptocurrency or digital tokens from April 1, 2022, to December 31, 2023, 
through a digital asset exchange licensed under Thai law. The objective of the 
VAT exemption is to encourage digital asset trading through a regulated digital 
asset exchange, to enhance the effective supervision of digital asset 
transactions (KPMG, 2022).; 

b. Thai Royal Decree No. 745 provides VAT exemption for transfers of central 
bank digital currency (CBDC) that the Bank of Thailand issued under the 
CBDC research project for retail use. This exemption is applicable for 
transfers made from April 1, 2022 to December 31, 2023, aiming to foster the 

                                                           
4 THB1 = PHP1.5980, based on the Bangko Sentral ng Pilipinas Exchange Rate Bulletin 

(https://www.bsp.gov.ph/SitePages/Statistics/ExchangeRate.aspx) as of March 17, 2023. 
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development of the digital economy and support future safe financial 
innovation; 

c. Thai Royal Decree No. 746, issued on May 21, 2022, amends a previous royal 
decree (No. 241 of 1991) enacted under section 81/3(3) of the Thai Revenue 
Code to allow service providers engaged in the business of providing 
newspapers, magazines, or textbooks in an electronic format via the internet 
(“ebook operators”) to apply for VAT registration (Deloitte, 2022b); 

d. Thai Royal Decree No. 759 allows data center operators to claim a VAT 
exemption for the following data hosting services: (i) servers and associated 
devices for storing, processing, and connecting electronic data across the 
internet; (ii) informational resources to offer; (iii) cloud or internet 
connections; (iv) management and security services; and (v) sites for disaster 
recovery. The data center operators can avail of the VAT exemption for a 
period of five years (from November 9, 2022, to November 8, 2027). They 
must be registered for VAT and comply with Thailand’s pertinent rules and 
regulations for legal corporations or partnerships (Global VAT Compliance, 
n.d.).  

Vietnam 
Vietnam’s National Assembly issued Resolution 43/2022/QH15 on January 11, 

2022. The resolution provides fiscal and monetary policies to support Vietnam’s socio-
economic development and recovery program, granting a reduced VAT rate from 10% to 
8% for applicable groups of goods and services effective February 1, 2022, to December 
31, 2022. It is noted that the VAT reduction also covers business establishments that 
calculate VAT by the credit method and apply the VAT rate of 8% for goods and services 
and business establishments (including business households and business individuals) that 
calculate VAT according to the percentage method on turnover are entitled to a reduction 
of 20% of the percentage rate to calculate VAT when issuing invoices for goods and 
services eligible for VAT reduction. 

 
However, goods and services5 such as telecommunications, information 

technology, financial activities, banking, securities, insurance, trading of real estate, 
metals, precast metal products, mining products (excluding coal mining), coke mining, 
refined petroleum products, chemicals products, goods and services subject to excise taxes 
are not covered by the reduced VAT rate (thuvienphapluat, 2022). 
 

Timor-Leste 
 
During the 40th and 41st ASEAN Summits, ASEAN released a statement based on 

the fact-finding missions concerning Timor-Leste’s membership. The ten AMS leaders 
agreed to grant an observer status and allowed Timor-Leste to participate in all ASEAN 
meetings, including summit plenaries. The ASEAN Coordinating Council shall formulate 
the roadmap for the full membership of Timor-Leste and report to the 42nd ASEAN 

                                                           
5  See Annex A for the complete list.  
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Summit for adoption. Likewise, all AMS and external partners would assist and provide 
other relevant support for Timor-Leste’s full membership in the ASEAN Bloc (ASEAN 
Secretariat, 2022). 

 
In terms of indirect taxation, Timor-Leste imposes sales tax and services tax on 

taxable goods and services. Notably, a 2.50% sales tax is levied on goods imported into 
Timor-Leste, and a 0% sales tax is levied on taxable goods or the provision of taxable 
services, while a 5% service tax is imposed on the total gross consideration of USD500 
(PHP27,486)6 or more received by a taxpayer for the provision of hotel, restaurant, and 
bar, or telecommunication services in a month (Timor-Leste’s Taxes and Duties Act, 
2008). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
6  USD1 = PHP54.9720, based on the Bangko Sentral ng Pilipinas Exchange Rate Bulletin 

(https://www.bsp.gov.ph/SitePages/Statistics/ExchangeRate.aspx) as of March 17, 2023. 
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