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All books of accounts, subsidiary books and other 
accounting records reproduced by the electronic storage 
system must exhibit a high degree of legibility and 
readability when displayed on a video display terminal and 
when reproduced in hardcopy.

For each electronic storage system used, the taxpayer 
must maintain, and make available to the BIR upon 
request, complete descriptions of: 
1.

2.

The Revenue District Office who has jurisdiction over the 
taxpayer may periodically initiate tests of a taxpayer’s 
electronic storage system. These tests may include an 
evaluation (by actual use) of a taxpayer’s equipment and 
software, as well as the procedures used by a taxpayer to 
prepare, record, transfer, index, store, preserve, retrieve, 
and reproduce electronically stored documents. 

A taxpayer’s electronic storage system that fails to meet 
the requirements of this Section shall maintain and 
preserve the original hardcopy of their books of accounts, 
subsidiary books and other accounting records.

Repealing Clause
All issuances by BIR including rulings that are inconsistent 
with this regulation are amended.

Effectivity
This regulation takes effect 15 days after August 1, when it 
was published in Manila Bulletin and the Philippines Star.

Revenue Regulations No. 5-2014 dated July 30, 
2014

REVENUE REGULATIONS

Preservation of Books of Accounts 
and Other Accounting Records

In September 27, 2013, the Bureau of Internal Revenue (BIR) 
issued Revenue Regulation (RR) 17-2013 amending the 
period of preserving books of accounts and other 
accounting records from three (3) years to ten (10) years.

Now, RR 5-2014 made another amendment to the manner 
of preserving books of accounts and other accounting 
records. 

Preserving Accounting Records
Within the first five (5) years reckoned from the day 
following the deadline in filing a return, or if filed after the 
deadline, from the date of the filing of the return, for the 
taxable year when the last entry was made in the books of 
accounts, the taxpayer shall retain hardcopies of the 
books of accounts, including subsidiary books and other 
accounting records. Thereafter, the taxpayer may retain 
only an electronic copy of the hardcopy (paper) of the 
books of accounts, subsidiary books and other accounting 
records in an electronic storage system which complies 
with the requirements set forth under Section 2-A hereof.

Preserving Audit Records
Also, independent Certified Public Accountant (CPA) who 
audited the records and certified the financial statements 
of the taxpayer, equally as the taxpayer, has the 
responsibility to maintain and preserve electronic copies 
of the audited and certified financial statements including 
the audit working papers for a period of ten (10) years 
from the due date of filing the annual income tax return or 
the actual date of filing thereof, whichever comes later.

Electronic Storage System
A new section is inserted after Section 2 of RR 17-2013 to 
read as follows:
“SECTION 2-A. ELECTRONIC STORAGE SYSTEM. An 
electronic storage system to be used by the taxpayer or 
independent CPA for preserving books of accounts and 
other accounting records shall:
    1)

    2)

The electronic storage system must include:
     

Ensure an accurate and complete transfer of the 
images of the hardcopy of the books of accounts, 
including subsidiary books and other accounting 
records to an electronic storage media; and
Index, store, preserve, retrieve, and reproduce the 
electronically stored images of the hardcopy of the 
books of accounts, subsidiary books and other 
accounting records.

Reasonable controls to ensure the integrity, accuracy, 
and reliability of the electronic storage system;
Reasonable controls to prevent and detect any 
unauthorized creation of, addition to, alteration of, 
deletion of, or deterioration of electronically stored 
books of accounts, subsidiary books and other 
accounting records;
An inspection and quality assurance program 
evidenced by regular evaluations of the electronic 
storage system, including periodic checks of 
electronically stored books of accounts, subsidiary 
books and other accounting records;
A retrieval system that includes an indexing system; 
and
The ability to reproduce legible and readable 
hardcopies of electronically stored books of accounts, 
subsidiary books and other accounting records.

the electronic storage system, including all 
procedures relating to its use; and 
the indexing system.
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The supreme court held that a taxpayer may not file a 
judicial claim for refund/tax credit with the CTA without 
compliance with the 120-day mandatory period given to 
the Commissioner of Internal Revenue (CIR) to decide the 
claim for refund/tax credit or until BIR issued its decision 
denying in full or in part the claim for refund/tax credit.

Exception to the Mandatory and Jurisdictional Nature 
of the 120+30 day Period 

Exception to the above rule is for those claims for 
refund/tax credit filed prior to the SC decision on the case 
CIR v. Aichi Forging Company of Asia, Inc. dated 
October 6, 2010 which relied on the BIR ruling DA-489-03 
which provided that judicial claim for refund/tax credit 
with the CTA notwithstanding the 120-day mandatory 
period had not yet lapsed.

When a “Petition for Review” with the CTA has been filed by 
the taxpayer/claimant, the Commissioner loses 
jurisdiction over the case. However, the Processing Office 
of the Administrative Agency shall still evaluate internally 
the administrative claim for purposes of intelligently 
opposing the taxpayer’s judicial claim.

Revenue Memorandum Circular No. 54-2014, dated 
June 17, 2014

Clarifying the livestock and poultry 
feeds or ingredients used in 
manufacture of finished goods to be 
exempt from VAT

Section 4.109-1 provides exemption from VAT the sale and 
importation of fertilizers, seeds, seedlings and fingerlings, 
fish, prawn, livestock and poultry feeds, including 
ingredients, whether locally produced or imported, used in 
the manufacture of finished feeds (except specialty feeds  
for race horses, fighting cocks, aquarium fish, zoo animals 
and other animals generally considered as pets).

This issuance clarifies that ingredients which may also be 
used for the production of food for human consumption 
shall be subject to VAT. 

REVENUE MEMORANDUM CIRCULARS

Clarifying Issues Relative to the 
Application of VAT Refund/Credit 
under Sec. 112 of the Tax Code, as 
amended

In relation to recent Supreme Court decision in CIR v. San 
Roque Power Corporation and in Mindanao II Geothermal 
Partnership v. CIR, the BIR publishes clarificatory issuance 
on the period of application for VAT refund/credit.

Prescriptive period within which Administrative Claim 
for Refund or Tax Credit of Input Tax shall be made  

In the said court decisions, it reiterates that 
administrative claim for VAT refund or tax credit 
certificate must be made within two (2) years after the 
close of the taxable quarter when the sales were made. 

Inaction “Deemed Denial”

The Commissioner has 120-days from the date of 
submission of complete documents to decide whether or 
not to grant the claim for refund or issue of the Tax Credit 
Certificate (TCC) for creditable input taxes. Failure of the 
Commissioner to decide on the case within the prescribe 
period of time is construed as denial of the claim.

Automatic Denial for Failure to Submit “Complete 
Supporting Documents”

A complete list of documentary requirements to process 
the claim for VAT refund was issued as attachment to this 
circular. Failure of the claimant to submit complete 
supporting documents will render the claim denied. The 
processing/investigating office of the BIR shall prepare 
and issue the Denial Letter to the taxpayer/claimant.

Mandatory 120+30 Day Period

In case of full or partial denial of the claim for the tax 
refund or failure of the Commissioner to act on the 
application, the taxpayer/claimant has only a mandatory 
and jurisdictional period of thirty (30) days, from the said 
denial or from the date of expiration of the 120-day period, 
to file a judicial claim with the CTA. In Mindanao II 
Geothermal Partnership, it was emphasized that we are 
mandated strict compliance with this “120+30” day period.
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In order to benefit from the VAT exemption, there must be 
a showing that the same is unfit for human consumption 
or that ingredient cannot be used for the production of 
food for human consumption as certified by the Food and 
Drug Administration (FDA).

Revenue Memorandum Circular No. 55-2014, dated 
June 24, 2014

Revocation of Provisional 
Accreditation of Printers

This circular was issued to announce the revocation of the 
provisional accreditation of printers effective June 30, 
2014. These printers are nonetheless allowed to apply for 
accreditation following the provisions of RMO No. 13-2013.

Revenue Memorandum Circular No. 59-2014

RMC 8-2014 does not apply to GPP’s

RMC 8-2014 issued in February 6, 2014 advised withholding 
agents to require all entities claiming exemption from 
withholding tax to provide a copy of a valid, current and 
subsisting tax exemption certificate or ruling before 
payment of the related income.

This RMC is issued to clarify that the requirement to 
present tax exemption certificate or ruling does not apply 
to General Professional Partnerships (GPP’s) for income 
payments to GPP’s are not subject to income tax and 
consequently to withholding tax as prescribed by RR 
2-1998.

Revenue Memorandum Circular No. 60-2014, dated 
July 24, 2014

Revocation of BIR Ruling No. 
DA(OSL-A1)0001-2008

BIR Ruling No. DA(OSL-A1)0001-2008 stating that 
withholding taxes and Taxes passed-on and already 
collected from the customers for remittance to the BIR are 
covered by Republic Act (RA) No. 9480 is revoked because:

1.

RMC No. 69-2007 further provides:

RMC No. 19-2008 also provides:

persons or cases existing as of the effectivity of this 
Act:    
a. Withholding agents with respect to their 
withholding tax liabilities”

“Q1   What type of  taxes and what taxable period/s are 
        
 

A-1  The  Tax  Amnesty  Program (TAP) covers  all 

”Who may avail of the amnesty?  

The following taxpayers may avail of the Tax Amnesty 
Program:

•
•
•
•

•
•

EXCEPT:
  
•       

covered by the Tax Amnesty  Program under RA  
9480  as implemented  by DO 29-07?

 
national  internal revenue taxes such  as  income 
tax,  estate tax, donor’s tax and capital gains tax, 
value added tax, other percentage taxes, excise 
taxes and documentary stamp  taxes, except 
withholding  taxes and taxes passed-on and 
already collected from the customers for 
remittance to the BIR,  these taxes/funds 
being considered as funds held in trust for the 
government. 

Moreover, the time-honored doctrine that “No 
person shall unjustly enrich himself at the 
expense of another” should always be observed. 

In case of donor’s tax and capital gains tax, only 
cases that have underdeclarations/ 
undervaluations and were already issued with 
Certificate Authorizing Registration (CAR) by the 
BIR are covered. xxx”

The ruling has no basis
Section 8 of Republic Act No. 9480 provides:
“Section 8. Exceptions. – the tax amnesty provided in 
Section 5 hereof shall not extend to the following 

Individuals
Estates and Trusts
Corporations
Cooperatives and tax-exempt entities that have 
become taxable as of December 31, 2005
Other juridical entities including partnerships.
Fiscal year taxpayers may likewise avail of the tax 
amnesty using their Financial Statement ending in 
any month of 2005.

Withholding agents with respect to their withholding 
tax liabilities.”
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Based on Sec. 8 of RA 9480 and Q1 of RMC 69-2007, there 
are 2 kinds of taxes not covered by TAP

The Supreme Court decided in Asia International 
Auctioneers, Inc. v. CIR that withholding taxes are 
considered direct taxes on the part of the withholding 
agent hence it has the burden of taxation. 

2. 

a.
b.

Withholding taxes; and
Taxes passed-on and already collected from the 
customers for remittance to the BIR.

Revenue Memorandum Circular No. 61-2014, dated 
July 8, 2014

Before BIR Ruling No. DA(OSL-A1)001-2008, there has 
been no ruling on the same issue making the ruling of 
first impression which the CIR should review and 
issue. Since the Assistant Commissioner of the Legal 
Service, who does not have power to issue the ruling 
signed the same, the ruling should be cancelled.

“Section 7. Authority of the Commissioner to   
        Delegate Power. – xxx
       (b) the power to issue rulings of first 
       impression or to reverse, revoke or 
       modify any existing ruling of the Bureau 
       .xxx”

REVENUE MEMORANDUM ORDER

Obligation of the Public Sector as 
withholding Agent

Revenue Memorandum Order (RMO) No. 23-2014 was issued 
to clarify and consolidate the responsibilities of the 
government and government owned and controlled 
corporation (GOCCs) to withhold taxes on its purchases of 
goods and service and on its payments of compensation to 
its employees as prescribed by the Tax Code of 1997 and 
other special laws.

Expanded Withholding Tax (EWT)

It is hereby reiterated that all national and local 
government offices, together with the GOCCs, shall 
withhold on the following:

1. Income payments to Certain Contractors
The government officer shall withhold 2% on gross
payments to the following contractors:

a.   General Engineering Contractors
b.   General Building Contractors
c.   Specialty Contractors
d.   Other Contractors 

Income payments to local/resident supplier

a.   Regular Suppliers

b.    Casual Suppliers

Rentals

2.

3.

The government shall withhold from payments to 
suppliers, except those above,
      Supplier of Goods        -    One percent (1%)
      Supplier of Services    -  Two percent (2%)

 
Casual purchases amounting to less than 
P10,000.00 are not subject to the 1% or 2% EWT 

The ruling should be signed by the Commissioner 
of Internal Revenue
Section 7 of the Tax Code of 1997, as amended, 
provides that the following should not be delegated:

Purchases from VAT-registered suppliers

Withholding Tax on Government Money Payments

1.

The Government shall withhold five percent (5%) for 
its use or possession of real property.

Payments of purchases from VAT-registered suppliers 
shall be subject to 5% Final VAT. But if the supplier or 
lessor for the use of properties and property rights is 
non-resident, the rate is 12% at withheld at the time 
of payment.

For “reimbursable allowance, benefit or incentive” 
given to government officials and employees are not 
covered by the withholding of 5% final VAT.
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2.    Purchases from Non-VAT registered suppliers

3.   Other withholding Taxes

4.   Resident Foreign Contractors

     Individuals                    -    Twenty-five percent (25%)
     Foreign Corporations   -    Thirty percent (30%)

1.

2.   Non-Taxable Compensation

Payments of purchases from non-VAT registered 
suppliers are not subject to 5% final VAT but to 3% of 
gross payments.

Transaction other than the above, such as interest and 
purchase of gold, shall be subject to withholding as 
applicable.

If the supplier is a resident foreign corporation, the 
same rates shall apply.

Compensation
Compensation, defined in Section 32(A) of the NIRC, 
also includes allowances, bonuses, benefits such as 
anniversary bonus, special technical allowance, 
efficiency incentives, and additional food subsidy. 
Advances or reimbursement to be incurred by the 
employee for business purposes shall not be subject 
to withholding unless the following conditions are 
present:

a.

b.

The following compensation are not considered 
taxable:

a.

b.

Non-resident Foreign Contractors

If supplier is a non-resident foreign corporation, subject to 
prevailing tax treaty, the payments shall be subject to the 
following rates:

Employee Compensation

The employee was authorized to incur the 
expense on behalf of the government; and
Such advance or reimbursement complied with 
laws and regulations on accounting; and 
liquidation, including withholding or taxes; and 
documentation in the name of the government 
office.

13th month pay and other benefits not exceeding 
thirty thousand pesos (P30,000.00) within the 
taxable year.
De Minimis Benefits

Taxpayer-users, aside from store personnel, are also 
now required to present the machine for inspection;
Refusal of inspection by taxpayer-user and store 
personnel of CRM/POS machines reading operations, 
surveillance, stocktaking, or audit shall prompt the 
revenue officers to instantly seal or lock the machines.
The taxpayer-user and store personnel have 48 hours 
to allow the revenue officers to check or read the 
CRM/POS/other sales machine and/or were provided 
with the backend report. At such the will the seal or 
lock be removed. Refusal for inspection shall cause 
the revocation of permit to use CRM/POS.

The RO shall immediately seal the CRM/POS/Other 
sales machine either by a seal or lock.

The RO shall also report and if necessary a 
recommendation for the issuance of a Letter of 
Warning for the following violations:

a.

b.

c.

Confirmation of Tax Treatment

If the government agency is in doubt as to the application 
of the above provisions, it shall secure a ruling with the 
BIR.

Revenue Memorandum Order No. 23-2014, dated 
June 20, 2014

New Rule on Accreditation of 
Printers

The following are amendments of provisions of RMO No. 
10-2005 relative to the policies and procedures in the 
accreditation of Cash Register Machine (CRM), Point of 
Sales (POS) and Other Sales Machines:

Responsibility of Taxpayer-user and Store personnel

1.

2.

3.

Responsibility of Revenue Officer (RO)

1.

2.

Tampering of sales data/integrity of the data 
and/or software specifications/features 
altering/avoiding the recording of sale 
transaction.
Allowing major repairs, upgrading, integration and 
modification/alteration without prior notification 
and approval by the BIR office concerned.
Violating the policies and procedures for 
registration in Revenue Regulations No. 11-2004 
and this RMO.
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The RO shall recommend for issuance of a Letter of 
Revocation if after five (5) working days of receipt of 
Letter of Warning, the taxpayer-user and store 
personnel refuses to allow inspection  of machines as 
stated in item 3 of responsibilities of taxpayer-user 
and store personnel.

To issue the Letter of Warning upon recommendation.
To order the confiscation of the machines within ten 
(10) working days from serving the Letter of 
Revocation.
 

3.

Responsibility of Revenue District Office

1.
2.

Repealing Clause

Issuances which are inconsistent to this RMO are repealed, 
modified or amended.

Effectivity

This RMO takes effect immediately.

Revenue Memorandum Order No. 27-2014, dated 
July 21, 2014 

IS TIME REALLY OF THE ESSENCE FOR 
VAT REFUND?
(Series 1 on claiming tax refund)

In the recently decided tax refund cases  by the Supreme 
Court (SC), five out of seven cases ruled against the 
Bureau of Internal Revenue (BIR). I can’t help but 
contemplate that BIR has been quite reluctant to grant tax 
refunds to taxpayers these past few years. Nonetheless, 
what is more important is the clarifications on some 
issues that the SC provided in its decisions. Some of those 
are detailed in this article.

The period when to file the administrative and judicial 
claim for refund has remained a grey area in Philippine 
taxation. In the National Internal Revenue Code (NIRC) of 
1997, two particular sections such as Section 112 and 229 
provide guidelines on tax refunds and should not confuse 
us – taxpayers.

Section 112 of the tax code applies to refund pertaining to 
excess or unused input tax. In the case of Visayas 
Geothermal Power Company v. Commissioner of Internal 
Revenue, dated June 4 2014 (G.R. No. 197525), SC outlined 
the rules with regard to claims for refund or tax credit of 
unutilized creditable input VAT.

1.

2.

The Court upheld that non-compliance with the mandatory 
period of 30 days is fatal to its refund claim on ground of 
prescription.  Thus, the taxpayer’s recourse in case of full 
or partial denial of the claim by the CIR or in case of 
inaction by the CIR is to appeal with the CTA. Failure to 
appeal within the 30 day period will render the decision 
final and unappealable.

It is also worth knowing that non-compliance with the 
invoicing requirements is as fatal as not following the 
proper timing of filing the claim. In Miramar v. CIR case, 
dated June 4, 2014 (G.R. 185432), its claim for refund of tax 
credits representing its unutilized input VAT attributable 
to its zero-rated sales, for the year 2003 was denied by the 
high court for its failure to indicate in its invoices the word 
“zero-rated.”

Therefore we conclude that timeliness of the claim is very 
crucial so, always think of the 120+30-day-period rule in 
making VAT refund. Remember that the appeal to the CTA 
from a decision or “deemed-denial” decision of the CIR is 
merely a statutory privilege, not a constitutional right.  
Thus, exercise of such privilege requires strict compliance 
with the conditions attached thereat. Timing really has a 
lot to do with the outcome of the rain-dance.  

When to file an administrative claim with the CIR
a.

b.

General rule  – within 2 years from the close of the 
taxable quarter when the sales were made
Exception - Within 2 years from the date of payment 
of output VAT, if the administrative claim was filed 
from June 8, 2007  to September 12, 2008 

When to file a judicial claim with the CTA:
a.

b.

General rule  - (i) within 30 days from the full or 
partial denial of the administrative claim by the CIR 
or (ii) within 30 days from the expiration of the 120 
day period provided to the CIR to decide on the 
claim
Exception  - judicial claim filed from December 10, 
2003 to October 6, 2010  which need not wait for the 
expiration of the 120-day period.

1

2

3 4

1   Visayas Geothermal Power Company v. CIR (G.R. 197525) | Taganito Mining Corp. v. CIR (G.R. 197591)
    CIR v. Team Operations Corp (G.R. 179260) |  The HSBC Ltd. – PB v. CIR (G.R. 166018)
    CIR v. MERALCO (G.R. 181459) |  CIR v. Mindanao II Geothermal Partnership (G.R.189440)
    Miramar Fish Co., Inc. v. CIR (G.R. 185432)
2  Section 112(A) and Mirant
3  Promulgation of Atlas v. CIR (G.R. 141104)
4  Promulgation of CIR v. Mirant(G.R. 172129)

1  Section 112(A) not Section 229
2  BIR Ruling No. DA-489-03 dated December 10, 2003
3  Promulgation of Aichi
4  Miramar Fish Company, Inc. v. CIR (G.R.185432)
5  CIR v. Mindanao II Geothermal Partnership (G.R.189440)

5

6

7

8

9
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Individual partnerships, not 
professional tandems, subject to tax 
withheld

Internal Revenue Commissioner Kim Jacinto-Henares has 
clarified that general professional partnerships are not 
liable for income taxes, but the individual professionals 
who are members of such partnerships are the ones liable 
for such taxes.

The BIR, through Henares, issued Revenue Memorandum 
Circular (RMC) 60-2014, which provides that general 
professional partnerships do not have to present tax 
exemption certificates or rulings to be able to avail of 
exemption from withholding taxes to be withheld by their 
clients.

The requirement to present a valid tax exemption 
certificate was mandated by RMC 8-2014.

Under RMC 8-2014, a withholding agent which would pay to 
an individual or entity claiming tax exemption should ask 
for a valid, current and subsisting tax exemption 
certificate or ruling from the payee before the withholding 
agent could recognize such claims of tax exemption.

If the withholding agent does not withhold the appropriate 
taxes on the transaction, the withholding agent would be 
liable to a minimum penalty equal to the total amount of 
the tax that he failed to withhold, in addition to other 
penalties, such as imprisonment. 

Under the new circular, Henares exempted general 
professional partnerships from securing the valid tax 
exemption certificates before these partnerships can 
enjoy tax exemption. 

“In this regard, it is hereby clarified that the requirement 
to present tax exemption certificate or ruling pursuant to 
RMC 8-2014 does not apply to general professional 
partnerships,” the circular said.

“RMC 3-2012 sufficiently discussed that income payments 
made to a general professional partnership in 
consideration for its professional services are not subject 
to income tax and consequently to withholding tax 

prescribed in Revenue Regulations 2-98, as amended,” the 
circular added.

However, the Department of Finance (DOF) is still keen on 
going after self-employed taxpayers, where taxes 
estimated to be equivalent to 2 percent of the gross 
domestic product (GDP)can still be collected.

At the budget deliberations at the House of 
Representatives on Wednesday, Finance Secretary Cesar V. 
Purisima said self-employed individuals could still 
contribute taxes worth 0.8 percent to 2 percent of GDP, 
according to estimates by the DOF and the World Bank. 

Purisima said that although collections from 
self-employed individuals have improved from P15 billion 
in 2012 to P17 billion in 2013, the collection target from this 
sector is a far away P200 billion by 2016.

Purisima pointed out that one out of every two 
self-employed accountants, doctors and lawyers in Makati 
City paid less tax in 2012 than the average public-school 
teacher, whose income taxes are automatically withheld 
from her salary.

He said that out of the 2,028 self-employed accountants, 
doctors and lawyers in Makati City, 54.5-percent paid less 
than P35,000 in income taxes in 2012, less than the P35,952 
in annual income tax paid by a public-school teacher with 
a salary of P21,500 a month.
 
Written by David Cagahastian, 
Business Mirror, August 6, 2014
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For clarification, tax queries or if you need our 
assistance in securing BIR ruling, you may call 
us at telephone number (632) 759-5090 or 
email us at aocheadoffice@alasoplascpas.com 
or visit us at our website 
www.alasoplascpas.com
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