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In the Philippines, all types of deposits with banks or 
banking institutions are considered as absolutely 
confidential nature, with certain exceptions. Having 
such kind of policy,  this may be subject to abuse by 
hiding one’s assets in Philippine banks for several 
purposes including tax abuse.

About mid of the previous year, the Philippines,  
together with Costa Rica, Malaysia and Uruguay, made 
commitments to the Organisation for Economic 
Co-operation and Development (OECD) to cooperate in 
the fight against cross-border tax evasion. These 
countries committed to be transparent and adhere to 
the internationally agreed tax standards on exchange 
of information. 

In compliance with such commitment, Republic Act No. 
10021 or “An Act to Allow the Exchange of Information 
by the Bureau of Internal Revenue on Tax Matters 
Pursuant to Internationally-Agreed Tax Standards, 
Amending Sections 6(F), and 270 of the National 
Internal Revenue Code of 1997, as Amended, and for 
Other Purposes” was legislated by Congress on 
December 15, 2009 and was approved by President 
Gloria Macapagal-Arroyo last March 15, 2010. 

The Commissioner of Internal Revenue is authorized to 
inquire into bank deposits and other related 
information held by financial institutions, upon request 
by a foreign tax authority and after having been 
established the relevance of the requested information 
in their tax cases. Further, a foreign tax authority is 
allowed to examine income tax returns of taxpayers in 
the Philippines upon the order of the President.

Under the new law, the BIR may use the information 
obtained from the banks and other financial 
institutions pursuant to the request of a foreign tax 
authority for its tax assessment, verification, audit and 
enforcement purposes. It will be another tool for the 
BIR to trace tax evaders and increase tax collections. 
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This law is a good move to eradicate tax evasion cases 
not only in our country but also cross-border tax  cases 
worldwide. Minimizing if not absolutely eliminating tax 
fraud, this law should therefore contribute to the 
development of our economy. 

BIR May Access Bank Deposits to 
Trace Tax Evaders

New DST on Taxable Documents

1. Bank, quasi-bank or non-bank financial 
intermediary, finance company, or insurance, 
surety, fidelity, or annuity company;

2. Shipping and airline companies;

3. Pre-need company on sale of pre-need plans, as 
provided under Section 186 of the Tax Code;

4. Educational institution, in respect to the 
issuance of taxable certificates such as Diploma, 
Transcript of Records, and other documents 
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The BIR implements the Electronic Documentary Stamp 
Tax or the so-called eDST System which replaces the 
Documentary Stamp Electronic Imprinting Machine 
(DSEIM). It is effective January 2010 but further defers 
to June 30, 2010 as per RMC 24-2010. Taxpayers/users 
who cannot comply with the requirements of the eDST 
System, can still use the Constructive 
Stamping/Receipt System (CS/RS) until the above 
deadline. Under CS/RS, documentary stamp tax (DST) is 
affixed by attaching the Documentary Stamp Tax 
Declaration Return (BIR Form No. 2000) and the duly 
issued Confirmation Slip/Deposit Slip by the 
Authorized Agent Bank to the taxable document. 

Pursuant to Revenue Regulations No. 7-2009, any 
taxpayer belonging to the following industries is 
mandated to use the eDST:
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This will also apply to taxpayers who, at their option, 
choose to pay their DST liabilities thru the eDST System.

Taxpayers shall enrol under the BIR eFPS (Electronic 
Filing and Payment System) prior to the enrolment in 
the eDST System. Payment shall be made through the 
eFPS or the Electronic Fund Transfer Instruction 
System. 

Payments of DST arising from transfer of shares of 
stocks classified as capital asset or real property 
classified as capital or ordinary assets shall not be 
covered by these Regulations. 

(Revenue Memorandum Circular No. 31-2010, March 
17, 2010)
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an international convention or agreement on tax 
matters to which the Philippines is a signatory or a 
party of. The information obtained from the banks and 
other financial institutions may be used by the BIR for 
tax assessment, verification, audit and enforcement 
purposes. 

The authority to inquire bank accounts primarily 
consists of waiver of RA 1405 (Bank Secrecy Law) and 
now includes waiver of RA 6426 (Foreign Currency 
Deposit Act of the Philippines). 

Section 71 of the Tax Code is likewise amended allowing 
a foreign tax authority to examine Income Tax Returns 
of Taxpayers in the Philippines upon the order of the 
President. 

To maintain confidentiality, the law will penalize BIR 
officer or employee who divulges or makes known in 
any manner to any person other than the requesting 
foreign tax authority information obtained from banks 
and financial institutions pursuant to Section 6(F), 
knowledge or information acquired by him in the 
discharge of his official duties by a fine of not less than 
P50,000 but not more than P100,000, or imprisonment 
of two (2) years to five (5) years, or both. 

A taxpayer shall be notified in writing by the 
Commissioner should a foreign authority is requesting 
for exchange of information. 

(Revenue Memorandum Circular No. 29-2010, March 
19, 2010)

Beware of the Newly Empowered 
CIR

The authority of the Commissioner of Internal Revenue 
(CIR) to inquire into bank deposit accounts and related 
information held by financial institutions used to be 
limited to inquiry of accounts of a decedent to 
determine his gross estate, and accounts of any 
taxpayer who has filed an application for compromise 
of his tax liabilities by reason of financial incapacity to 
pay upon execution of a written waiver of his privilege 
under Republic Act No. 1405 or the Bank Secrecy Law.

Republic Act No. 10021 further empowers the CIR to 
inquire bank accounts of a specific taxpayer or 
taxpayers subject of a request for the supply of tax  
information from a foreign tax authority pursuant to

taxable as certificates under Section 188 of the Tax 
Code; and

5. Such other industries as may be required by the 
Commissioner to use the “web-based eDST System” 
upon written notification therefor.

Sample of the eDST stamp

BIR reiterates the “No TRO on 
Collection of Taxes, except by CTA Order”

In its recent issuances, the BIR reiterates the legal 
provisions under Section 218 of the Tax Code or the 
prohibition on the issuance of temporary restraining 
orders on the collection of taxes against the bureau by 
courts other than the Court of Tax Appeals. The 
prohibition is applicable to all collection activities, 
including imposition and collection of taxes prescribed 
in tax laws, issuances of warrants of distraint and 
garnishment, and/or levy on final decisions of the 
Bureau of Internal Revenue on disputed assessments, 
cases filed before the Court of Tax Appeals, and the  
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What is Transfer Pricing? 

sale of property distrained and garnished.

The BIR or its duly authorized agent may cause the 
issuance of a Notice of Tax Lien to safeguard the 
interest of the national government. Further, it may 
also place under constructive distraint the property of 
a delinquent taxpayer, who, in his opinion is: 

1. retiring from any business subject to tax;

2. intending to leave the Philippines;

3. intending to remove his property therefrom;

4. intending to hide or conceal his property; or

5. intending to perform any act tending to 
obstruct the proceedings for collecting the tax 
due or which may be due from him.

(Revenue Memorandum Order No. 42-2010, May 4, 
2010)

It refers to the price charged by individual entities for 
goods or services supplied to one another in 
multi-department, multi-office, or multinational firms.
 
Transfer price policy is generally aimed at (1) 
evaluating financial performance of different business 
units (profit centers) of a conglomerate, and/or to (2) 
shift earnings from a high tax jurisdiction to a low-tax 
one. Tax authorities usually frown upon transfer 
pricing aimed at tax avoidance and insist that each 
internal part of the firm deals with the other on 'arm's 
length' (market price) basis.  It is also called transfer 
cost.

(BusinessDictionary.com)

Interim Transfer Pricing Guidelines in 
the Philippines

As to the policy of Transfer Pricing in the Philippines, 

Transfer Pricing Guidelines from 
Organisation for Economic Co-Operation 
and Development (OECD)

The Transfer Pricing Guidelines for Multinational 
Enterprises and Tax Administrations provide guidance 
on the application of the "arm's length principle" for 
the valuation, for tax purposes, of cross-border 
transactions between associated enterprises. In a 
global economy where multinational enterprises 
(MNEs) play a prominent role, governments need to 
ensure that the taxable profits of MNEs are not 
artificially shifted out of their jurisdiction and that the 
tax base reported by MNEs in their country reflects the 
economic activity undertaken therein. For taxpayers, it 
is essential to limit the risks of economic double 
taxation that may result from a dispute between two 
countries on the determination of the arm’s length 
remuneration for their cross-border transactions with 
associated enterprises.

(httphttp://www.oecd.org/document/34/0,3343,en_2649_
34889_1915490_1_1_1_1,00.html#NewMaterial)
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F. Y. I.

the BIR issued a memorandum circular in 2008 stating 
that it subscribes to the OECD Transfer Pricing 
Guidelines.  

(Revenue Memorandum Circular No. 26-2008, March 24, 
2008)


