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RESOLUTION URGING THE BUREAU OF INTERNAL REVENUE TO REVOKE 

REVENUE REGULATION NO. 5-2021 

WHEREAS; Republic Act No. 11534 or the Comprehensive Recovery and Tax Incentive 

for Enterprises (CREATE) Act was signed into law on March 26, 2021, and subsequently took 

effect on April 11, 2021; 

WHEREAS; several provisions of the CREATE Law shall take effect retroactively on 

July 1, 2020, including the preferential tax rate imposed upon proprietary educational institutions; 

WHEREAS; prior to the enactment of the CREATE Law, proprietary educational 

institutions, enjoy a preferential tax treatment of 10% on their taxable income under Section 27(B) 

of Republic Act No. 8424 or the National Internal Revenue Code (NIRC); 

WHEREAS; a “proprietary educational institution” as defined in the said section of the 

NIRC refers to any private school maintained and administered by private individuals or groups 

with an issued permit to operate from the Department of Education, Culture, and Sports (DECS), 

or the Commission on Higher Education (CHED), or the Technical Education and Skills 

Development Authority (TESDA), as the case may be, in accordance with existing rules and 

regulations; 

WHEREAS; the same definition of “proprietary” is used under the CREATE Law, to wit: 

“a private hospital, or any private school maintained and administered by private individuals or 

groups with an issued permit to operate from the Department of Education (DepEd), or the 

Commission on Higher Education (CHED), or the Technical Education and Skills Development 

Authority (TESDA), as the case may be, in accordance with existing laws and regulations”; 

WHEREAS; the Bureau of Internal Revenue issued on April 8, 2021 Revenue Regulation 

No. 5-2021, as implementing rules on the new income tax rates on the regular income of 

corporations, and on certain passive incomes, including additional deductions from the gross 

income of persons engaged in business or practice of profession pursuant to the CREATE Law; 

WHEREAS; the said Revenue Regulation in its interpretation of the CREATE Law, 

limited the definition of “proprietary educational institutions” to non-profit private schools, 
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thereby excluding from the preferential tax treatment proprietary educational institutions operated 

for profit by stock corporations. 

WHEREAS; the said Revenue Regulation effectively increased the income tax rate 

imposed upon such proprietary educational institutions from 10 percent to 25 percent, which is the 

regular income tax rate imposed against other domestic corporations; 

WHEREAS; the erroneous interpretation runs afoul the intent of the lawmakers to grant a 

preferential tax rate to any proprietary educational institution, as historically defined, and against 

the general policy of the CREATE Law to reduce financial burden upon corporations; 

WHEREAS; it is elementary in taxation law that tax laws may only be applied 

retroactively when expressly declared or is clearly the legislative intent and that such retroactive 

application would not be so harsh and oppressive against a taxpayer; 

WHEREAS; the true intent of the CREATE Law is to grant any proprietary educational 

institution, without any distinction and as historically defined, a preferential tax treatment of 1 

percent effective from July 1, 2020 to June 30, 2023, before reverting back to the 10 percent tax 

rate effective July 1, 2023; 

WHEREAS; proprietary educational institutions are among those which were severely hit 

by the pandemic, with a drop in private school enrollment for academic year 2020-2021 by as 

much as 2 million students; 

WHEREAS; the drop in enrollment and the need to adopt new measures in compliance 

with the government policy of flexible learning, resulted in severe financial constraints, leading 

many institutions to let go of some employees and even cease operations; 

WHEREAS. it would be unconscionable to impose heavier tax burden upon proprietary 

educational institutions during these trying times; 

NOW, THEREFORE, BE IT RESOLVED AS IT HEREBY RESOLVED, that the 

House of Representatives urges the Bureau of Internal Revenue to revoke Revenue Regulation No. 

5-2021 and issue in lieu therefor, a new guideline reflecting the intended preferential tax treatment

of 1 percent for all proprietary educational institutions.

Adopted, 

MARK O. GO 


