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REAP THE REWARDS BY 
LEARNING TAX RULES

In this issue, we mainly focus on providing you with recent 
updates on how BIR conduct their tax investigation. 

The BIR is determined to run after tax evaders and make 
assessment and collections in order to meet their target. 
Currently, there are taxpayers who already received their 
Letters of Authority for the taxable year 2009. It is said 
that in all endeavours including handling of tax 
examination, ‘Preparation is the Key’. One way of 
preparing is to know tax rules; hence, you will not be 
caught unprepared or get penalized for ignorance of the 
law. Happy reading!

Revised Guidelines on Tax Investigation and 
Issuance of Subpoena Duces Tecum

It is the responsibility of the taxpayers to comply with the 
requests of the BIR to produce their books of accounts 
and/or other records and documents in the course of a tax 
investigation and/or access to records requests. Those 
who will refuse to produce the requested documents and 
records will be dealt with in accordance with these 
guidelines.

After ten (10) calendar days from receipt of a Letter of 
Authority (LA) and checklist of the requirements for the 
audit or access to records request, a First Notice will be 
issued to the taxpayer by the revenue officer signed by 
himself and/or his group supervisor. If the taxpayer 
ignores and continues to disregard the demand for the 
submission of the required documents, a Second and 
Final Notice signed by the Head of the Office concerned 
shall be sent to the taxpayer after ten (10) calendar days 
from receipt of the First Notice.
 
If the First and Second Notice fails to convince the 
taxpayer to comply with the requirements  the Head of the 
Office shall request the issuance of a Subpoena Duces 
Tecum (SDT) from the Legal Service of the BIR National 
Office, Legal Division of the Regional Office, or any 

other authorized office after ten (10) calendar days from 
receipt of the Second and Final Notice. The authorized 
office shall act on the request for the issuance of SDT 
within five (5) calendar days from receipt of such request. 

The SDT must be served immediately and the revenue 
officer shall return a served copy to the office who issued 
the same within five (5) calendar days from issuance 
thereof.

Any taxpayer who refuses to comply with the subpoena 
duces tecum may be charged of a criminal case against 
the taxpayer for violation of Section 5 in relation to 
Sections 14 and 266 of the National Internal Revenue 
Code and/or may be charged for contempt under Section 
3(f), Rule 71 of the Revised Rules of Court.

When there is a request for the dismissal of the cases 
filed in court, the BIR shall concur upon payment of ten 
thousand pesos (PHP 10,000.00) as penalty for the 
delayed compliance and violations of pertinent revenue 
regulations and upon submission of the requested 
information. 

(Revenue Memorandum Order No. 45-2010, May 12, 
2010)
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Any manually-written character, either 
alphabetical or numeric, notation or erasure 
shall render the LA invalid. 

No manually-prepared LA shall be issued after the date of 
effectivity of the 2010 Audit Program of the BIR. 

Beginning June 1, 2010, LAs will no longer be allowed for 
revalidation due to failure of the revenue officials to 
complete the audit within the prescribed period and will 
subject the said official to the applicable administrative 
sanctions.

(Revenue Memorandum Order No. 44-2010, May 12, 
2010)

New Rules for Issuance of TIN Card and 
Transfer of Registration

Every person, whether an individual, including estates and 
trusts, or a corporation and other juridical entities, 
subject to any national internal revenue tax or those 
exempt from tax but is required to withhold taxes on 
account of his/its income payments made to taxable 
individuals/entities or those required under Section 236 
(I) of the Tax Code or any person required to secure Tax 
Identification Number (TIN), must go through the primary 
registration with the BIR. The primary registration 

involves initial stage which is application and the 
issuance of the TIN, and the second stage which is the 
subsequent registration of the employment, business, 
profession and/or undertaking.

TIN card must be processed and released to the applicant 
within the same day when the complete documentary 
requirements have been submitted. The New TIN Card 
shall contain the serial number, registered Name of the 
applicant, TIN, address, birth date or date of 
incorporation, date of issue, signature of the 
commissioner and signature of the TIN owner or duly 
authorized representative. For individuals, a box for the 
picture shall be provided. 

Whenever a registered person decided to transfer his 
registered address or business address of his head office 
or branches, it shall be his duty to inform the RDO where 
he is registered by filing Application for Registration 
Information Update (BIR Form 1905). 

In case of transfer of individuals registered as local 
employee due to change of employer, it shall be the 
responsibility of the new employer to notify its RDO.  

Further, it is the responsibility of a transferring employer 
to simultaneously transfer the registration of its 
employees to the employer’s new RDO.

Transfer of Head Office shall be done by filing the 
required form and attachments to the old RDO. The new 
RDO shall be furnished by the taxpayer with a copy of the 
Update Form duly received by the old RDO. The said 
transfer shall be effective upon approval of the old RDO 
which should not exceed the 10-day prescribed period 
from the date of complete submission of the 
requirements. In case the RDO fails to effect the transfer 
within the prescribed period, the Data Center having 
jurisdiction over the old RDO shall automatically effect 
the transfer. 

The filing of tax returns to the new RDO shall commence 
following the issuance of the new Certificate of 
Registration.

(Revenue Regulations No. 5-2010, May 25, 2010)

What is e-Letters of Authority?

In furtherance with tax computerization endeavours, the 
BIR is improving operational efficiency on its audit 
activities through the electronic issuance of Letters of 
Authority (LAs). Moreover, it is on track to expand the 
functionalities of the Letter of Authority Monitoring 
System (LAMS) to secure the integrity and credibility of 
the issuance of electronic LAs.

The electronic LA should have electronic signature of the 
approving BIR official, system- generated serial number, 
names of the Revenue Officers, tax types and taxable 
period covered by the LA, the basis of the audit and a 
notation stating that the taxpayer is requested to verify 
the validity of the LA with the authorized BIR official, at 
the address and contact information provided therein.  
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Senior citizens are also granted a minimum 5% discount 
relative to the monthly utilization of water and electricity 
supplied by public utilities registered under their name. 
Provided, that the monthly consumption does not exceed 
100 kWh if electricity and 30 cubic meters of water and 
should be granted per household regardless of the 
number of senior citizens residing therein.

The establishment may claim the discounts granted as tax 
deduction based on the cost of the goods sold or services 
rendered; provided, that the cost of the discount shall be 
allowed as deduction from gross income for the taxable 
year that the discount is granted. 

(Revenue Memorandum Circular No. 45-2010, June 2, 
2010)

Section 222 (b) of the NIRC provides that the period to 
assess and collect taxes may only be extended upon a 
written agreement between the CIR and the taxpayer 
executed before the expiration of the three-year period.  
RMO 20-90 issued on April 4, 1990 and RDAO 05-01 issued 
on August 2, 2001 lay down the procedure for the proper 
execution of the waiver, to wit:

SUPREME COURT DECISION

Requirements for a Valid Waiver of the 
Prescriptive Period 

The BIR issued assessment notices to Kudos Metal 
Corporation beyond the three-year prescriptive period, 
but claims that the period was extended by the two 
waivers executed by its accountant.   The Supreme Court 
ruled that the waivers are defective and hence, the 
assessments issued by the BIR are void.

1. The waiver must be in the proper form 
prescribed by RMO 20-90.  The phrase “but not 
after ______ 19 ___”, which indicates the expiry date 

VAT-Free Lifestyle for Senior Citizens

The Expanded Senior Citizens Act of 2003 was amended 
to further grant our Senior Citizens, aside from the 
twenty percent (20%) discount, an entitlement to the 
exemption from the value added tax (VAT), if applicable, 
for the exclusive use and enjoyment or availment of the 
senior citizen on the following:

1. Purchase of medicines, including the purchase of 
influenza and pneumococcal vaccines, and such 
other essential medical supplies, accessories and 
equipment to be determined by the Department of 
Health (DOH) xxx;

2. Professional fees of attending physician/s in all 
private hospitals, medical facilities, outpatient 
clinics and home health care services;

3. Professional fees of licensed professional health 
providing home health care services as endorsed 
by private hospitals or employed through home 
health care employment agencies;

4. Medical and dental services, diagnostic and 
laboratory fees in all private hospitals, medical  
facilities, outpatient clinics, and home health care 
services, in accordance the rules and regulations to 
be issued by the DOH, in coordination with 
Philhealth;

5. In actual fare for land transportation travel in 
public utility buses, public utility jeepneys taxis, 
Asian utility vehicles, shuttle services and public 
railways, including Light Rail Transit (LRT), Mass Rail 
Transit (MRT), and Philippine National Railways 
(PNR);

6. In actual transportation fare for domestic air 
transport services and sea shipping vessels and the 
like, based on the actual fare and advanced 
booking;

7. On the utilization of services in hotels and similar 
lodging establishments, restaurants and recreation 
centers;

8. On admission fees charges by theatres, cinema 
houses and concert halls, circuses, leisure and 
amusements; and

9. On funeral and burial services for the death of 
senior citizens;
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A perusal of the waivers executed by respondent’s 
accountant reveals infirmities such as the waivers were 
executed without the notarized written authority of Pasco 
to sign the waiver in behalf of respondent, the waivers 
failed to indicate the date of acceptance and the fact of 
receipt by the respondent of its file copy was not 
indicated in the original copies of the waivers.

Due to the defects in the waivers, the period to assess or 
collect taxes was not extended.  Consequently, the 
assessments were issued by the BIR beyond the 
three-year period and are void. 

(Commissioner of Internal Revenue vs. Kudos Metal 
Corporation, GR No. 178087 May 5, 2010)

of the period agreed upon to assess/collect the 
tax after the regular three-year period of 
prescription, should be filled up.

2. The waiver must be signed by the taxpayer 
himself or his duly authorized representative.  In 
the case of a corporation, the waiver must be 
signed by any of its responsible officials.  In case 
the authority is delegated by the taxpayer to a 
representative, such delegation should be in 
writing and duly notarized. 

3.  The waiver should be duly notarized. 

4.  The CIR or the revenue official authorized by 
him must sign the waiver indicating that the BIR 
has accepted and agreed to the waiver.  The date 
of such acceptance by the BIR should be 
indicated.  However, before signing the waiver, the 
CIR or the revenue official authorized by him must 
make sure that the waiver is in the prescribed 
form, duly notarized, and executed by the 
taxpayer or his duly authorized representative. 

5.  Both the date of execution by the taxpayer and 
date of acceptance by the Bureau should be 
before the expiration of the period of prescription 
or before the lapse of the period agreed upon in 
case a subsequent agreement is executed. 

6.  The waiver must be executed in   three copies, 
the original copy to be attached to the docket of 
the case, the second copy for the taxpayer and 
the third copy for the Office accepting the waiver. 
The fact of receipt by the taxpayer of his/her file 
copy must be indicated in the original copy to 
show that the taxpayer was notified of the 
acceptance of the BIR and the perfection of the 
agreement.

Tax Updates by:    Marissa C. Yambao
The author is a tax lawyer at Alas, Oplas & Co., CPAs.

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.

www.rsm-alasoplascpas.com


