


Dear Valued Clients,

The Bureau of Internal Revenue (BIR) issued the following Revenue Regulations (RR), 
Revenue Memorandum Orders (RMO), and Revenue Memorandum Circulars (RMC) to 
give clarifications, and to implement certain provisions.

The BIR issued the implementing rules and regulation for Section 11 (f) and (g) of Republic Act (RA) No. 11494 or 
the Bayanihan to Recover as One Act (popularly known as Bayanihan II). The related provisions are to address the 
sources of funding in response to the COVID-19 pandemic which includes the taxes derived from gaming 
operations and non-gaming operations.

The table below shows the summary the changes to qualify as a Top Withholding Agent under RR No. 2-98, as 
amended by RR No. 11-2018, are subject to 1% withholding tax for purchase of goods and 2% for purchase of 
services other than those specifically listed in the said regulation, to wit:

Franchise Tax at 5% based on gross bets or turnovers, or the agreed pre-determined minimum monthly revenues 
from gaming operations, and
Income tax, VAT, and other applicable taxes

a.

b.

OLD
(RR No. 7-2019)

NEW
(RR No. 31-2020)

Top withholding agents shall refer to 
those taxpayers whose gross sales / 
receipts or gross purchase or claimed 
deductible itemized expenses amounted 
to P12,000,000 during the preceding 
taxable year.

Top withholding agents shall refer to those taxpayers whose gross 
sales/receipts or gross purchases during the preceding taxable year shall 
fall under the minimum threshold determined according to the existing 
group classifications of the Revenue District Offices (RDOs) where they 
are duly registered as follows:

RDO Group Classification*

Groups A and B
Groups C, D, and E

Gross Sales/Receipts or Gross Purchases of At Least

P12,000,000
 P5,000,000

*RMO No. 13-2018
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The period to avail the Voluntary Assessment and Payment Program (VAPP) was further extended until June 30, 
2021 which may be further extended by the Secretary of Finance. In addition, Section 10 of RR No. 21-2020 has 
mentioned that consequent availment of VAPP for withholding taxes will allow the related expenses for 
deduction pursuant to the previously issued RR No. 6-2018. Furthermore, the Revenue Official can use as 
supporting document for under-declaration of sales or over-declaration of purchases of more than 30% the 
discrepancy notice, and third-party information (TPI) documents.

Key Management Personnel (KMP) are no longer required to file and submit the return nor any 
transaction with the Company they are employed therewith. In case a short period AITR should be 
filed, the concerned taxpayer shall still be required to comply with BIR Form No. 1709 albeit only be 
mandatory for short period returns filed in 2021 and subsequent years.

Second, the taxpayer qualified above should have a transfer pricing documentation if 
they are within the following materiality threshold:

Large Taxpayers,
Taxpayers enjoying tax incentives such as Income Tax Holiday (ITH) or subject to preferential income 
tax rate,
Taxpayers reporting net operating losses for 2 consecutive years,
A related party, as defined under Section 3 of RR no. 19-2020, which has transaction with (a), (b) and 
(c).

a.
b.

c.
d.
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Classification Description Considerations

Amounts received and/or receivable 
from related parties during the taxable 
year but excluding compensation paid 
to KMP, dividends and branch profit 
remittance; and

i.

A
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Because of the Holiday Season is approaching fast, the BIR suspend all field audit and other field operations 
relative to the examinations and verifications of taxpayers’ books of accounts, records, and other transactions 
from December 15, 2020 to January 7, 2021.  No written orders to audit and/or investigate taxpayers’ internal 
revenue tax liabilities shall be served except in the following cases:

Investigation of cases prescribing on or before April 15, 2021.
Tax evasion cases.
Processing and verification of estate tax returns, donor’s tax returns, capital gains 
tax returns and withholding tax returns on the sale of real properties or shares of 
stocks together with the documentary stamp tax returns related thereto.
Examinations and/or verification of internal revenue tax liabilities of taxpayers Examinations and/or verification of internal revenue tax liabilities of taxpayers 
retiring from business.
Audit of National Government Agencies (NGAs), Local Government Units (LGUs) and 
Government Owned and Controlled Corporations (GOCCs) including subsidiaries and 
affiliates of GOCCs.
Monitoring of privilege stores (tiangge); and
Other matters/concerns where deadlines have been imposed or under the orders of Other matters/concerns where deadlines have been imposed or under the orders of 
the Commissioner of Internal Revenue.

a.
b.
c.

d.

e.

f.
g.g.

Classification Description Considerations

Transactions with Advance Pricing Agreements 
(APA) need not be disclosed in the form but shall 
nonetheless be considered for the threshold 
computation.

Related Party Transactions within the taxable 
year for following:

Total Sale of Tangible Goods exceeding 
P60,000,000 within taxable year, and

Total Sale of Service exceeding P15,000,000.

i.

ii.

Outstanding balances of loans and 
non-trade amounts due from/to all 
related parties.

Sale of service includes service 
transaction, payment of interest, 
utilization of intangible goods or other 
related party transaction.

If TPD is required to be prepared during the immediately preceding taxable period for exceeding 
either (a) or (b) above.

ii.

B

C




























