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BIR puts Taxpayers’ Lifestyle under Investi-
gation

Live like a king but be sure to pay your taxes right—or 
else your extravagant lifestyle could just be a sure 
invite for the Bureau of Internal Revenue (BIR), to issue 
a Letter of Authority (LA) on you. 

The next time you buy that luxury car or purchase more 
realty in your name, you may want to think back for a 
second. Any possible manifestation of lucrative lifestyle 
and transactions, even an innocent membership in 
some premiere club, can put you under BIR scrutiny.   
Regardless already if your income could so afford such 
affluences, but perhaps most importantly under 
consideration here is that, while you may indulge in a 
lifestyle that is self-gratifying, understating your 
income when it can be clearly demonstrated that you 
have the ability to pay such substantial amount of 
income tax on your  actual earnings, the BIR has now 
definite and probing ways of getting you.  And there 
may be no escaping the net when the BIR now has 
access to different agencies that can provide ample 
information evidencing an undeniable wealth of income. 

The Taxpayer’s Lifestyle Check System has been issued 
by the BIR pursuant to Revenue Memorandum Order No. 
19-2010,    ‘to solve the difficulty encountered by revenue 
officers in examining taxpayer’s tax compliance, when 
there is no direct evidence of income; or the books and 
records are inadequate; not available or inaccurate; yet 
it is palpably clear that the taxpayer is earning income 
xxx’. 

Hence, as part of intelligence operations, the National 
Investigation Division shall verify the existence of a 
taxpayer’s high value assets and/or conspicuous 
spending by accessing the records of appropriate 
government and private entities, such as Land 
Transportation Office, Bureau of Immigration, Airline 
and shipping companies, Maritime Industry Authority, 
Civil and Aeronautics Board, Manila Electric Company, 
Land Registration Authority, Registries of deeds, 
Resorts, membership clubs, or similar establishments, 
homeowners’ association, real estate development 
companies, credit card companies and Statement of 
Assets, Liabilities and Net worth and/or Amnesty 
Returns filed under Republic Act No. 9480. After the 
verification and if sufficient evidence so warrant,  a 
Letter of Authority to conduct a formal investigation of

 the subject taxpayer may be issued.

The TLCS Order provides for the policies and guidelines 
in the conduct of investigations on the lifestyle and 
assets of individuals in order to properly determine 
their tax compliance. The BIR may use direct evidence or 
indirect methods when the taxpayer maintains no books 
and records, or the same are not available, or 
inadequate, or the taxpayer withhold books and records 
from investigation/verification by authorized revenue 
officers.  (Revenue Memorandum Order No. 
19-2010, March 9, 2010)

Mandatory Submission of a Statement of 
Management Responsibility imposed upon 
taxpayers

Revenue Regulations No. 3-2010 provides for the 
submission of a Statement of Management 
Responsibility as attachment to the Annual Income Tax 
Return, otherwise, be penalized effectively. 

With this regulation, the BIR aims to press greater 
accountability upon senior officials of companies by 
fixing their liability under the law should they neglect in 
their responsibility under its provisions.  

This is to ensure that they will employ a guarded 
attention to the information and representations 
appearing in the financial statements, the income tax 
and other returns; that the audited financial statements 
and the accompanying annual income tax return are in 
accordance with the books and records of the taxpayer, 
as well as the tax laws, regulations and issuances; that 
they are complete and material in all respects; and 
ultimately has conformed to all the provisions therein 
stated.  Corollary, this will aid the Bureau in improving 
its tax collection. 

It is therefore crucial, that the management takes 
seriously the review of the accompanying documents in 
the submission of the Statement of Management 
Responsibility, like the financial statements, the annual 
income tax return and all other required returns.

Such acknowledgment by the management, taxpayer, of 
the veracity, correctness, and completeness in the 
information and representations manifested in the 
documents to be submitted to the Bureau of Internal  
Revenue (BIR),   is signified by the signature of the  
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Individual Taxpayer, President and Managing Partner, 
the Chief Executive Officer and the Chief Financial 
Officer or any officer performing similar functions, 
regardless of their designation—to be deemed 
obligatory under the instant regulation.

In the case of a foreign corporation with branch office in 
the Philippines, the local manager who is in charge of its 
operations shall affix his signature in the Statement.  
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Violation of any of the provision of the regulation is 
punishable by a fine or imprisonment, or both, as 
prescribed in the National Internal Revenue Code. This 
Revenue Regulation took effect 15 days after its 
publication, starting March 14, 2010. (Revenue 
Regulations No. 3-2010 , February 26, 
2010) 

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The Management of (name of taxpayer) is responsible for all the information and representations contained in the Annual 
Income Tax Return for the year ended (date). Management is likewise responsible for all information and representations 
contained in the financial statements accompanying the (Annual Income Tax Return or Annual Information Return) 
covering the same reporting period. Furthermore, the Management is responsible for all information and representations 
contained in all the other tax returns filed for the reporting period, including, but not limited, to the value added tax and/or 
percentage tax returns, withholding tax returns, documentary stamp tax returns, and any and all other tax returns. In this 
regard, the Management affirms that the attached audited financial statements for the year ended (date) and the 
accompanying Annual Income Tax Return are in accordance with the books and records of (name of taxpayer), complete 
and correct in all material respects. Management likewise affirms that:

(a) the Annual Income Tax Return has been prepared in accordance with the provisions of the 
National Internal Revenue Code, as amended, and pertinent tax regulations and other issuances of 
the Department of Finance and the Bureau of Internal Revenue;

(b) any disparity of figures in the submitted reports arising from the preparation of financial 
statements pursuant to financial accounting standards and the preparation of the income tax 
return pursuant to tax accounting rules has been reported as reconciling items and maintained in 
the company’s books and records in accordance with the requirements of Revenue Regulations
No. 8-2007 and other relevant issuances;

(c) the (name of taxpayer) has filed all applicable tax returns, reports and statements required to 
be filed under Philippine tax laws for the reporting period, and all taxes and other impositions 
shown thereon to be due and payable have been paid for the reporting period, except 
thosecontested in good faith.

Signature: ____________________________________________________
(Name of the Individual Taxpayer/President/Managing Partner)
Signature: ____________________________________________________

(Name of Chief Executive Officer or its equivalent)
Signature: ____________________________________________________

(Name of Chief Financial Officer or its equivalent)

Sample Form of Statement of Management Responsibility for Annual Income Tax Return

We appreciate your comments and feedback, 
please call 759-5090
or email aocheadoffice@rsm-alasoplascpas.com

This publication should not be used or treated as professional advice. The 
information in this publication should not be relied upon to replace 
professional advice on specific matters and its contents must not be used 
as a basis for formulating decisions under any circumstances. Readers of 
this materials are advised to seek professional advice before making any 
business decision or you may call and ask for the full text.


