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This Circular is hereby issued to clarify the VAT exemption of services by agricultural contract growers under
Section 109 (F) of the Tax Code of 1997, as amended.

Pursuant to Section 4.109-1(B) (1) (f) of Revenue Regulations No. 16-05, “Agricultural contract growers” refers
to those persons producing for other poultry, livestock or other agricultural and marine food products in their
original state. Its services involve growing of poultry, livestock or other agricultural and marine food products
into marketable poultry, livestock or other agricultural and marine food products. There are agricultural contract
growers which offer toll processing/toll dressing/toll manufacturing as a packaged service to its contract growing.
Toll processing/toll dressing/toll manufacturing involves procedures such as weighing, killing, dressing, scalding,
cut-ups and packaging. In this case, the contract growing and toll processing/toll dressing/toll manufacturing
services by agricultural contract growers are exempt from VAT.

Section 108 of the Tax Code of 1997, as amended, provides the following:

“SEC. 108. Value-added Tax on Sale of Services and Use or Lease of Properties –

“(A) Rate and Base of Tax - There shall be levied, assessed and collected, a value-added tax equivalent to ten
percent (10%) (now 12%) of gross receipts derived from the sale or exchange of services, including the use or
lease of properties .xxx

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 ... persons engaged
in milling, processing, manufacturing or repacking goods for others;...and similar services regardless of
whether or not the performance thereof calls for the exercise or use of the physical or mental faculties ...”
(emphasis and italics supplied)

However, the Bureau has issued rulings[1] wherein it previously considered that the toll processing (or dressing)
of chicken received from other contract growers, and which the toll processors/toll dressing contractor themselves
do not produce or raise, come within the purview of Section 109 (F). In effect, said rulings state that the toll
processing/ dressing, independent of the activity of contract growing, is VAT exempt.

After careful re-study of said rulings, this Office resolves that the toll processing services confirmed as VAT
exempt pertain only services to clients from which growing of animals were contracted. As such, preparing and
packaging hogs/chicken ready for delivery after producing or growing them can be said to be within the purview
of agricultural contract growing. However, if such an activity is done independently of growing poultry, livestock,
or other agricultural and marine food products, the same can be considered as Vatable services not covered by
agricultural contract growing.

Accordingly, toll processing/toll dressing/toll manufacturing services performed independently from growing
poultry, livestock or other agricultural and marine food products is subject to VAT pursuant to Section 108 of the

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 1 of 3

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



Tax Code of 1997, as amended.

For the guidance and observance of all concerned.

Adopted: 21 December 2010

(SGD.) KIM S. JACINTO-HENARES
Commissioner of Internal Revenue

[1] VAT Ruling No. 022-03 dated February 27, 2003 and BIR Ruling No. DA. 203-05 dated April 21, 2005

BATAS.org - Philippine Law Library VAT EXEMPTION OF SERVICES BY AGRICULTURAL CONTRAC...

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 2 of 3

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library VAT EXEMPTION OF SERVICES BY AGRICULTURAL CONTRAC...

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 3 of 3

Study hands-free: podcast-style lessons with read-along highlighting - batas.org


