TRAIN Series Part 4: Amendments to Withholding Tax
Regulations

Philippines
19 June 2018

As part of the series of issuances recently released by the Bureau of Internal Revenue (“BIR”) to
implement the provisions of the Tax Reform for Acceleration and Inclusion (“TRAIN”) Act, the BIR
has also recently issued Revenue Regulations (“RR”) No. 11-2018 (“the issuance”) relative to
withholding of income tax. This recent issuance further amends RR No. 02-1998, the pre-TRAIN
withholding tax regulations.
The following summarizes the changes introduced under RR No. 11-18:
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The final withholding tax on interest income under the expanded foreign currency deposit system
(EFCDS) as well as the capital gains tax for sale of shares of stock not traded in the stock exchange
was increased to a flat rate of 15%.

Tax

Under RR No. 2-98

Under RR No. 2-98, as
amended by RR No. 11-18

Final tax on interest income
received from a depository
bank under the EFCDS
(applicable to a resident
individual taxpayer as well as to
a domestic corporation)

7.5%

15%

Capital gains tax from sale of
shares of stock not traded in the
stock exchange (applicable to all
types of individuals as well as to
a domestic corporation)

If net gain is:
Not over
PHP100,000………….…5%
On any amount in excess of
PHP100,000…………….10%

15%

Due to the increased income tax rates for individuals, the fringe benefits tax was likewise increased
to 35% (previously 32%), except for non-resident aliens not engaged in trade or business in the
Philippines (“NRA-NETB”) who are taxed at 25%.
B. Creditable Withholding Tax (CWT)
The CWT rate for professional fees was reduced for individual payees, but was retained for nonindividual payees.

Income Payment
Gross professional, promotional,
and talent fees or any other form of
remuneration for the services
rendered by the following:
 Those individually engaged in
the practice of profession or
callings; lawyers; certified
public accountants; doctors of
medicine; architects; civil,
electrical, chemical,
mechanical, structural,
industrial, mining, sanitary,
metallurgical and geodetic
engineers; marine surveyors;
doctors of veterinary science;
dentist; professional
appraisers; connoisseurs of
tobacco; actuaries; interior
decorators, designers, real
estate service practitioners
(RESP)
 Medical practitioners (includes
doctors of medicine, doctors of
veterinary science and dentists)
by hospitals and clinics or paid
directly by health maintenance
organizations (HMOs) and/or
similar establishments
 Professional entertainers, such
as, but not limited to, actors
and actresses, singers, lyricists,
composers and emcees
 Professional athletes including
basketball players, pelotaris
and jockeys
 All directors and producers
involved in movies, stage,
radio, television and musical
productions
 Insurance agents and insurance
adjusters
 Management and technical
consultants
 Bookkeeping agents and
agencies
 Other recipients of talent fees
 Fees of directors who are not
employees of the company
paying such fees, whose duties
are confined to attendance at
and participation in the
meetings of the board of
directors

Under RR No. 2-98
If gross
income for
the current
year did not
exceed
PHP720,000
If gross
income
exceeds
PHP720,000

10%

15%

Under RR No. 2-98, as
amended by RR No. 11-18
Individual payee:
If gross income for
the current year
did not exceed
PHP3 million
If gross income is
more than PHP3
million or VAT
registered
regardless of
1
amount

5%

10%

Non-individual payee:
If gross income for
the current year
did not exceed
PHP720,000
If gross income
exceeds
PHP720,000

10%

15%





Income Payments to certain
brokers and agents on gross
commissions of customs,
insurance, stock, immigration
and commercial brokers, fees
of agents of professional
entertainers and real estate
service practitioners (RESPs) –
(previously taxed at 10% under
RR No. 2-98)
Commissions of independent
and/or exclusive sales
representatives, and marketing
agents of companies
(previously taxed at 10% under
RR No. 2-98)

If the recipient of the
aforementioned income, however,
is an employee of the lone income
payor, such fees or payments shall
be considered supplemental
compensation subject to the
withholding tax on compensation.
Moreover, RR No. 11-18 sets out certain formal requirements. Individual payees whose gross
receipts/sales in a taxable year shall not exceed PHP 3 million, are required to submit a sworn
declaration of his/her gross receipts/sales, together with a copy of Certificate of Registration
(COR), to all the income payor/withholding agents not later than 15 January of each year or at
least prior to the initial payment of the professional fees/commissions/talent fees, etc. in order
for them to be subject to 5% withholding tax rate.
The 10% withholding tax rate shall be applied in the following cases:
a) the payee failed to provide the income payor/withholding agent of such declaration; or
b) the income payment exceeds PHP 3 million, despite receiving the sworn declaration from
the income payee.
In the case of non-individual payees, if the company or corporation’s gross income is estimated
not to exceed PHP720,000 during the taxable year, the authorized officer is required to provide
all its income payors/withholding agents with a notarized sworn statement to that, together
with a copy of the COR, not later than 15 January of each year or prior to the initial income
payment so that the income payor/withholding agent shall only withhold 10%.
The 15% withholding tax rate shall be applied in the following cases:
a) the payee failed to provide the income payor/withholding agent of such declaration; or
b) the income payment exceeds PHP720,000, despite receiving the sworn declaration from
the income payee.
The sworn declaration shall be executed by the president/managing partner of the
corporation/company/general professional partnerships.
Income payors/withholding agents shall subsequently execute a sworn declaration stating the
number of payees who have submitted the income payees’ sworn declarations with the
accompanying copies of their COR. Such declaration of the income payors/withholding agents
shall be submitted, together with the list of payees, to the concerned BIR office where
registered on or before 31 January of each year or 15 days following the month when a new
income recipient has submitted the payee’s sworn declaration.

Top withholding agents no longer pertain to private corporations alone; individuals may now
be considered as top withholding agents and thus liable to the 1% CWT (for goods) or 2% CWT
(for services).
Top withholding agents shall include the following:
a)

classified and duly notified by the Commissioner as either any of the following unless
previously de-classified as such or had already ceased business operations:

(i) a large taxpayer under Revenue Regulations No. 1-98, as amended;
(ii) top 20,000 private corporations under RR No. 6-2009; or
(iii) top 5,000 individuals under RR No. 6-2009;
b) taxpayers identified and included as Medium Taxpayers, and those under the Taxpayer
Account Management Program (TAMP).
The obligation to withhold shall commence on the first day of the month following the month
of publication of the list of the top withholding agents. It may also be posted in the BIR
website.
The issuance also clarified that the term “goods” does not include agricultural products.
As to the obligation of the government to withhold on the payments for its purchases, the
issuance clarified that the provision covers a government office, national or local, including
barangays, or their attached agencies or bodies, and government-owned or controlled
corporations.
Any income subject to income tax may be subject to withholding tax; however, income exempt
from income tax is consequently exempt from withholding tax. Further, income not subject to
withholding tax does not necessarily mean that it is not subject to income tax.
The issuance also added that the unjustifiable refusal of the seller-income earner to be
subjected to withholding tax shall be a ground for the mandatory audit of all the internal
revenue tax liabilities of the seller-income earner and not only the income tax liabilities, in
addition to the imposition of penalties.
An individual seller-income earner/payee may not be subjected to withholding tax if the source
of income comes from a lone income payor and the total income payment is less than
PHP250,000 in a taxable year. In this case, the concerned individual shall execute an Income
Payee’s Sworn Declaration of gross receipts/sales that shall be submitted to the lone payor.
The income payor/withholding agent shall in turn execute its own Income Payor/Withholding
Agent’s Sworn Declaration, which will be submitted to the BIR. The duly received income
payor/withholding agent’s sworn declaration including the required list shall serve as proof
that the income payments made are not subject to withholding tax.
In the event that the individual payee’s cumulative gross receipts in a year exceed PHP250,000,
the income payor/withholding agent shall withhold the prescribed withholding tax based on
the amount in excess of PHP250,000, despite the prior submission of the individual income
payee’s sworn declaration. On the other hand, if the individual income payee failed to submit
an income payee’s sworn declaration to the lone income payor/withholding agent, the income
payment shall be subject to the applicable withholding tax even though in a taxable year the
income payment is PHP250,000 and below.
The income payor/withholding agent shall withhold the prescribed withholding tax rate. In
case there are two rates prescribed, the higher rate shall apply if:
a)

the payee failed to provide the income payor/withholding agent of the required
declaration; or
b) the income payment exceeds PHP3 million (PHP720,000 for non-individual payees),
despite receiving the sworn declaration from the income payee.

As to exemption of certain entities from withholding tax on the income payments made to
them, RR No. 11-18 made the following modifications:







Local Water Districts (LWDs) are added to the list of exempt entities.
Individuals who earn PHP250,000.00 and below from a lone income payor shall also be
exempt from withholding tax upon compliance with the following requirements:
o the individual has executed a payee’s sworn declaration of gross receipts in
accordance with the format per attached Annex “B-2”;
o the sworn declaration has been submitted to the lone income payor/withholding
agent on or before 15 January of each year or before the initial income payment,
whichever is applicable.
Sales of real property by a corporation which is registered with and certified by the
Housing and Urban Development Coordinating Council (HUDCC) as engaged in socialized
housing project is exempt provided that the selling price of the house and lot or only lot
does not exceed the socialized housing price applicable to the area as prescribed and
certified by the said board/council as provided under Republic Act No. 7279 and its
implementing regulations. Prior to this, the threshold under RR No. 2-98 is PHP180,000 in
Metro Manila and other highly urbanized areas and PHP150,000 in other areas or such
adjusted amount of selling price.
The following requirements must be met for a joint venture or consortium (undertaking
construction projects) to be exempt:
o should involve joining or pooling of resources by licensed local contracts; that is,
licensed as general contractor by the Philippine Contractors Accreditation Board
(PCAB) of the Department of Trade and Industry (DTI);
o these local contractors are engaged in construction business; and
o the Joint Venture itself must likewise be duly licensed as such by the PCAB of the DTI.

Joint ventures involving foreign contractors may also be treated as a non-taxable corporation
only if the member foreign contractor is covered by a special license as contractor by the PCAB
of the DTI. The construction project may also be treated as non-taxable if the project is
certified by the appropriate Tendering Agency (government office) that the project is a foreign
financed/internationally-funded project and that international bidding is allowed under the
Bilateral Agreement entered into by and between the Philippine Government and the
foreign/international financing institution pursuant to the implementing rules and regulations
of Republic Act No. 4566 otherwise known as Contractor’s License Law.
C. Returns and Payment of Taxes Withheld at Source (FWT AND CWT)
The following schedule summarizes the forms required as well as the due dates for filing and
payment of final and creditable withholding taxes:
Tax Type
Creditable withholding tax
Final tax on interest on bank
deposits
Final tax withheld on fringe
benefits
All other final withholding
taxes
Monthly Remittance Form

BIR Form
BIR Form 1601EQ
BIR Form 1602
BIR Form 1603
BIR Form 1601FQ
BIR Form 0619E
(for CWT) or 0619F
(for FWT)

Deadline
Not later than the last day of the
month following the close of the
quarter during which the withholding
was made (e.g., for taxes withheld
during the quarter ending 31 March,
the same shall remitted on or before
30 April).
th
Every 10 day of the following month
when the withholding is made. For
withholding agents using the electronic
filing and payment system (EFPS)
th
facility, the due date is on the 15 day
of the following month. Withholding
agents with zero remittance are still
required to use and file the same form.

Capital gains on sale of
shares of stocks not traded
thru a local stock exchange
Capital gains on sale of real
property considered as
capital asset
Capital gains on sale of real
property considered as
ordinary asset
Annual information return of
taxes withheld and the
Alphabetical List of Payees

BIR Form 1707

Within 30 days after the sale or
disposition.

BIR Form 1706
th

BIR Form 1606

On or before the 10 day following the
month of transaction.

BIR Form 1604E
(for CWT)

On or before 1 March of the following
year in which payments were made.

BIR Form 1604F
(for FWT)

On or before 31 January of the
following year in which the payments
were made.

D. Withholding Tax on Compensation Income / Wages (WTW)
The ceiling amount for the following de minimis benefits, which are exempt from withholding
tax were increased:
De minimis benefit

Under RR No. 2-98

Medical cash allowance to
dependents of employees

PHP750 per employee per
semester or PHP125 per
month
PHP1,500 or 1 sack of 50 kg
rice per month amounting
to not more than PHP1,500
PHP5,000 per annum

Rice subsidy

Uniform and clothing
allowance

Under RR No. 2-98, as amended
by RR No. 11-18
PHP1,500 per employee per
semester or PHP250 per month
PHP2,000 or one sack of 50kg
rice per month amounting to
not more than PHP2,000
PHP6,000 per annum

The issuance also clarified that while certain income payments are exempted from withholding
tax (e.g., retirement benefits, social security benefits, separation pay, etc.), they may still be
subject to income tax depending on the nature/sources of the income.
The ceiling amount for thirteenth month pay and other benefits which are exempt from
withholding was increased from PHP82,000 to PHP90,000.
The compensation of employees in the public sector who are paid not more than the statutory
minimum wage applicable to non-agricultural sector is likewise exempted from withholding
tax.
In case of hazardous employment, the employer shall indicate in the Alphabetical List of
Employees, the minimum wage earners who received the hazard pay, the period of
employment, the amount of hazard pay, and the justification for such payment as certified by
the concerned DOLE/allied agency, which certification is part of the attachment in the filing of
the Annual Information Return (BIR Form 1604-C). In the case of employees under the public
sector, the document to be attached is the Department of Budget Management (DBM) Circular
related to such payment of hazard pay.
If the net taxable compensation income earned during the year does not exceed PHP250,000,
it will be exempt from withholding tax.

Effective 1 January 2018 the withholding tax rates will be based on the following updated
withholding tax table:

DAILY
Compensation
Range
Prescribed
Withholding
Tax
WEEKLY
Compensation
Range
Prescribed
Withholding
Tax
SEMIMONTHLY

1
PHP 685
and below

Compensation
Range

PHP10,417
and below

Prescribed
Withholding
Tax
MONTHLY

0.00
1
PHP4,808
and below
0.00
1

0.00
1

Compensation
Range

PHP20,833
and below

Prescribed
Withholding
Tax

0.00

REVISED WITHHOLDING TAX TABLE
Effective 1 January 2018 to 31 December 2022
2
3
4
5
PHP685 –
PHP1,096 –
PHP2,192 –
PHP5,479 –
PHP1,095
PHP2,191
P5,478
PHP21,917
0.00
PHP82.19
PHP356.16
PHP1,342.47
+20% over
+25% over
+30% over
+32% over
PHP685
PGP1,096
PHP2,192
PHP 5,479
2
3
4
5
PHP4,808 –
PHP7,692 –
PHP15,385 –
PHP38,462 –
PHP7,691
PHP15,384
PHP38,461
PHP153,845
0.00
PHP576.92
PHP2,500
PHP9423.08
+20% over
+25% over
+30% over
+32% over
PHP4,808
PHP7,692
PHP 15,385
PHP 38,462
2

3

PHP10,417
–
PHP16,666
0.00
+20% over
PHP10,417
2
PHP20,833
–
PHP33,332
0.00
+20% over
PHP20,833

PHP16,667
–
PHP33,332
PHP1,250
+25% over
PHP16,667
3
PHP33,333
–
PHP66,666
PHP2,500
+25% over
PHP33,333

4

6
PHP21,918 and
above
PHP6,602.74
+35% over
PHP21,918
6
PHP153,846
and above
PHP43,346.15
+35% over PHP
153,846

5

6

PHP33,333 –
PHP83,332

PHP83,333 –
PHP333,332

PHP333,333
and above

PHP5,416.67
+30% ober
PHP33,333
4

PHP20,416.67
+32% over
PHP83,333
5

PHP100,416.67
+35% over
PHP333,333
6

PHP66,667 –
PHP166,666

PHP166,667 –
PHP666,666

PHP666,667
and above

PHP10,833.33
+30% over
PHP66,667

PHP40,833.33
+32% over
PHP166,667

PHP200,833.33
+35% over
PHP666,667

For compensation paid from 1 January 2023 onwards, the withholding tax rates will be
based on the following updated withholding tax table:
REVISED WITHHOLDING TAX TABLE
Effective 1 January 2023 onwards
DAILY
Compensation
Range
Prescribed
Withholding
Tax
WEEKLY
Compensation
Range
Prescribed
Withholding
Tax
SEMIMONTHLY
Compensation
Range
Prescribed
Withholding
Tax
MONTHLY
Compensation
Range
Prescribed
Withholding
Tax

1
PHP685
and below
0.00
1
PHP4,808
and below
0.00
1
PHP10,417
and below
0.00
1
PHP20,833
and below
0.00

2
PHP685 –
PHP1,095
0.00
+15% over
PHP685
2
PHP4,808 –
PHP7,691
0.00
+15% over
PHP4,808

3
PHP1,096 –
P2,191
PHP61,65
+20% over
PHP1,096
3
PHP7,692 –
PHP15,384
PHP432.60
+20% over
PHP7,692

4
PHP2,192 –
P5,478
PHP280.85
+25% over
PHP2,192
4
PHP15,385 –
PHP38,461
PHP1,971.20
+25% over
PHP15,385

2

3

4

PHP10,417
–
PHP16,666
0.00
+15% over
PHP10,417
2
PHP20,833
–
PHP33,332
0.00
+15% over
PHP20,833

PHP16,667
–
PHP33,332
PHP937.50
+20% over
PHP16,667
3
PHP33,333
–
PHP66,666
PHP1,875
+20% over
PHP33,333

5
PHP5,479 –
PHP21,917
PHP1,102.60
+30% over
PHP5,479
5
PHP38,462 –
PHP153,845
PHP7,740.45
+30% over
PHP38,462
5

6
PHP21,918 and
above
PHP6,034.00.30
+35% over
PHP21,918
6
PHP153,846
and above
PHP42,355.65
+35% over
PHP153,846
6

PHP33,333 –
PHP83,332

PHP83,333 –
PHP333,332

PHP333,333
and above

PHP4,270.70
+25% over
PHP33,333
4

PHP16,770.70
+30% over
PHP83,333
5

PHP91,770.70
+35% over
PHP333,333
6

PHP66,667 –
PHP166,666

PHP166,667 –
PHP666,666

PHP666,667
and above

PHP8,541.80
+25% over
PHP66,667

PHP33,541.80
+30% over
PHP166,667

PHP183,541.80
+35% over
PHP666,667

The withholding tax on compensation of employees of Area or Regional Headquarters of
multinational corporations, regional operating headquarters, offshore banking units, and
petroleum service contractors and sub-contractors shall be computed using the regular
rates and in the same manner with the computation of the withholding tax on
compensation of citizens and resident individuals. Previously, under RR No. 2-98, the
compensation income earned by the alien employees and other qualified Filipino
employees of the entities are taxed at 15%.
The PHP50,000 personal exemption and PHP25,000 additional exemption for each
dependent child were likewise deleted from the list of items exempt from withholding
tax in accordance with the repeal of the provision granting said exemptions under the
TRAIN.
The income taxes on the compensation income of the husband and the wife shall be
withheld separately.
The issuance also laid down in detail the formal requirements for BIR Form 2316 (annual
withholding statement to be furnished by the employer to the employee).
Please note that that while RR No. 11-18 was dated 31 January 2018, Section 16 of the
same states that the regulations are effective beginning 1 January 2018. However, as
clarified by BIR Deputy Commissioner – Operations Group, Atty. Arnel SD. Guballa, the
regulations should be applied prospectively, and hence deemed to be effective only from
the date of its publication.
If you have any questions or require additional information, please contact Felix Sy,
Lorybeth Serrano or the ZICO Law partner you usually deal with.

This alert is for general information only and is not a substitute for legal advice.
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