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The International Accounting Standards Board has 
amended International Financial Reporting Standard 
(IFRS) 11, Joint Arrangements, to provide specific 
guidance on accounting for the acquisition of an 
interest in a joint operation (‘JO’) that is a business. The 
amendments address diversity in practice related to the 
accounting for these transactions.

Background

A joint arrangement is a contractual arrangement 
where at least two parties agree to share control over 
the activities of the arrangement. Unanimous consent 
towards decisions about relevant activities between the 
parties sharing control is a requirement in order to meet 
the definition of joint control.

Joint arrangements can be joint operations or joint 
ventures. The classification is principle based and 
depends on the parties’ exposure in relation to the 
arrangement.

When the parties’ exposure to the arrangement only 
extends to the net assets of the arrangement, the 
arrangement is a joint venture.

Joint operators have rights to assets and obligations 
for liabilities. Joint operations are often not structured 
through separate vehicles.

When a joint arrangement is separated from the parties 
and included in a separate vehicle, it can be either a 
joint operation or a joint venture. In such cases, further 
analysis is required on the legal form of the separate 
vehicle, the terms and conditions included in the 
contractual agreement and sometimes, other facts and 
circumstances. This is because in practice, the latter two 
can override the principles derived from the legal form of 
the separate vehicle.

Joint operators account for their rights to assets and 
obligations for liabilities. Joint ventures account for their 
interest by using the equity method of accounting.
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Amendments to IFRS 11, ‘Joint arrangements’ 
Accounting for acquisitions of interests in joint operations

What is the issue?

Different accounting practices have been observed for the 
acquisition of interests in jointly controlled operations or 
jointly controlled assets. Arrangements that were formerly 
‘jointly controlled operations’ and ‘jointly controlled assets’ 
in International Accounting Standard (IAS) 31, Interests in 
Joint Ventures, are JO in IFRS 11

Some preparers accounted for acquisition of interests in 
joint operations which constitute a business by applying the 
principles in IFRS 3, Business Combinations. Some preparers 
account for such acquisition using a cost approach by 
allocating the entire cost of acquisition to the identifiable 
asset. Some preparers applied the principles of IFRS 3 and 
other IFRSs in accounting for the acquisition.

The different approaches in the acquisition of interests in JO 
have led to different accounting outcomes, in particular:

• premiums paid in excess of the value of the identifiable 
net assets (i.e. recognition of goodwill by some 
preparers)

• acquisition-related costs are either capitalized or 
expensed

• deferred tax on initial recognition of assets and liabilities

The IASB noted that the diversity in practice resulted from 
the fact that IAS 31, which was superseded by IFRS 11, did 
not give specific guidance on the accounting for acquisitions 
of interests in JO, the activity of which constitutes a 
business, as defined in IFRS 3.

What is the amendment?

The amendments require an investor to apply the principles 
of business combination accounting under IFRS 3 when it 
acquires an interest in a JO that constitutes a ‘business’ (as 
defined in IFRS 3). 

Specifically, an investor will need to: 

• measure identifiable assets and liabilities at fair value.
 
• expense acquisition-related costs;

• recognize deferred tax; and

• recognize the residual as goodwill. 

All other principles of business combination accounting 
applies unless they conflict with IFRS 11.

The amendments are applicable to both the acquisition of 
the initial interest in a JO and the acquisition of additional 
interest in the same JO. However, a previously held interest 
is not remeasured when the acquisition of an additional 
interest in the same JO results in retaining joint control.

The amendments will apply to the acquisition of an interest 
in an existing JO that is a business, or when a JO is formed 
and an existing business is contributed. However the 
amendments do not apply when the formation of the JO 
coincides with the formation of a business. Transactions 
between an investor and a JO under common control are 
also excluded. The amendments require the disclosure of 
information specified in IFRS 3 and other IFRSs for business 
combinations.

We expect that this amendment to IFRS 11 would also be 
adopted in the Philippines and shall be effective for annual 
periods beginning on or after 1 January 2016 will be applied 
prospectively. Earlier adoption of the amendment may 
also be permitted. Transactions before the adoption date 
are grandfathered. The scope of the business combination 
exemption in PFRS 1, First-time adoption of Philippine 
Financial Reporting Standards, has been expanded to 
include the acquisition of an interest in JOs that are 
businesses.

Additional insight

Joint arrangements are frequently used as the most effective 
method for multi-nationals to access emerging markets, 
and those reporting entities may be similarly affected. The 
change required by the amendments is likely to increase 
the pressure on the definition of ‘what is a business’ and 
classification of joint arrangements under PFRS 11.
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The CTA granted the refund saying that the valid certificate 
of exemption issued by the BIR is sufficient to support that 
the taxpayer is an exempt cooperative and is not liable 
for VAT. The tax court also declared that the taxpayer is 
entitled for the refund based on the principle of quasi-
contract or solutio indebiti under Articles 2142 and 2154 
of the Civil Code. The principle states that when money is 
paid to another under the influence of a mistake of fact, 
the obligation to return what is not due to him arises. The 
ground upon which the right of recovery rests is that money 
paid through misapprehension of facts belongs in equity 
and good conscience to the person who paid it in good faith.
According to the CTA, solutio indebiti applies even against 
the government itself, such as tax refunds, which applies 
the ancient principle that no one shall be unjustly enriched 
at the expense of another.
(CTA EB No. 1253 dated 3 March 2016)

Royalty needs proprietary 
right; service fee does not
In determining whether research and development costs 
arising from a Technology Development Agreement are 
compensation for services rendered or royalty payments, 
the parties shall consider whether or not the income 
recipient has proprietary interest in the property giving rise 
to the income. If the recipient has proprietary interest, then 
the payment is royalty. If it has none, then the payment is 
compensation for services.

In this case, the payments were considered compensation 
for services since the income recipient has no proprietary 
interest in the results of the outcome of the research and 
development activity. 

However, in this case, the CTA held that payments to the 
non-resident corporation are subject to 32% FWT because 
the taxpayer was unable to show that the services were 
performed outside the Philippines.

Latest on income tax and other 
taxes

Purchases per VAT and FS/
ITR need not tally
In this case, the BIR attempted to disallow deductions and 
assess the taxpayer for deficiency taxes. The BIR compared 
the purchases per VAT returns as against the expenses 
declared in the financial statements (FS). It then deemed 
the discrepancy as unsupported purchases and disallowed 
the amount as deduction from gross income.

The CTA recognized that the taxpayer is using the accrual 
method of accounting. The court explained that under 
such method, there is a possibility that the total value of 
purchases reflected in the FS may not have been consumed 
in the same period in order to generate the income as 
reported in the FS/ITR. Thus, having differences is normal 
as it mainly shows there are purchases to which no claim 
for input VAT is made. This is not necessarily a result of 
purchases not declared by the taxpayer.
(CTA EB No. 1035 dated 9 February 2016)

Advance VAT paid by 
mistake is refundable
The taxpayer, a multi-purpose agricultural cooperative, 
is duly registered with the Cooperative Development 
Authority (CDA). It belatedly secured a new certificate of 
tax exemption from the BIR. Consequently, it was required 
to pay advance VAT to be issued a Certificate Authorizing 
Release of Refined Sugar (CARRS) covering its transactions 
from the date it registered with the CDA up to the time it 
secured its certificate of exemption. The taxpayer paid the 
advance VAT under protest but immediately filed a claim for 
refund.

The BIR denied the refund saying that even if the taxpayer 
has a certificate of exemption it still needs to prove that its 
transactions are exempt from VAT. 
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BIR - Bureau of Internal Revenue
CTA - Court of Tax Appeals
DST - Documentary Stamp Tax
FS - Financial Statements
FWT - Final Withholding Tax
GIT - Gross Income Tax
HO - Head Office
ITR - Income Tax Return
PEZA - Philippine Economic Zone Authority
SC - Supreme Court
VAT - Value-Added Tax

Glossary

Repair and maintenance 
disallowed for 5% GIT
In addition, the repairs and maintenance expenses were not 
considered as deductible expenses under the 5% GIT regime 
because the taxpayer failed to prove that they are production 
overheads incurred in the manufacture of goods under its 
PEZA-registered activities.
(CTA Case No. 8115 dated 8 March 2016)

DST applies to loans between 
HO and branch
Citing an SC case1, the CTA held that for purposes of 
imposing the DST on intercompany receivables and 
payables, a foreign head office shall be treated as a separate 
entity from its Philippine branch. The rule is based on the 
premise that when a foreign corporation transacts business 
in the Philippines independently of its branch, the principal-
agent relationship is set aside. The transaction is that of the 
foreign corporation, not of the branch. Consequently, the 
taxpayer is the foreign corporation, not the branch. In the 
same light, if the business transaction is conducted through 
the branch office, the latter becomes the taxpayer, and not 
the foreign corporation.

The CTA concluded that the cash advances and 
intercompany trade payables and receivables booked under 
“due to/from accounts” are well within the purview of the 
term “debt instruments” under the Tax Code. Considering 
that the advances extended by the head office to its affiliates 
qualified as loan agreements, DST may be imposed on them. 

Note:  Transactions exempt from DST under Section 199 of the 
Tax Code include all forebearances arising from sales or service 
contract including credit and trade receivables, provided, the 
exemption is limited to those executed by the seller or service 
provider. 
(CTA Case No. 8719 dated 8 March 2016)

1 G.R. No. 76573 dated 14 September 1989

Interest on government 
insured loan is tax-exempt
The BIR confirmed that interest income received by a tax 
resident of Japan is exempt from income tax if the related 
debt-claims is guaranteed, insured or indirectly financed 
by the Government of Japan. In this case, the loan has been 
insured by Nippon Export and Investment Insurance, a 
financial institution wholly-owned by the government of 
Japan. The ruling applied Article 11(3) of the Philippines-
Japan tax treaty. However, the BIR held that the debt 
instrument is subject to the DST.
(BIR Ruling No. ITAD 2-2016 dated 26 January 2016)

A business league rendering 
services is subject to tax
The BIR denied the request for tax exemption of a non-
stock, non-profit corporation which is invoking Section 
30(F) of the Tax Code. 

The BIR ruled that because the organization renders 
services to its members and is actually VAT-registered, the 
taxpayer is construed as engaged in business; hence, it is 
subject to payment of income tax and VAT. 

According to the BIR, the taxpayer’s VAT registration 
proves that it is engaged in business, since in essence, VAT 
is a business tax primarily imposed on persons engaged in 
business. Further, the BIR said that the entity is engaged 
in business by rendering services to members and non-
members (i.e., sponsoring conferences, meetings, symposia, 
etc.).
(BIR Ruling No. 26-2016 dated 11 January 2016)
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BCDA - Bases Conversion and Development Authority
BIR - Bureau of Internal Revenue
BOC - Bureau of Customs
BOI - Board of Investments
CTA - Court of Tax Appeals
CWT - Creditable Withholding Tax
FAN - Final Assessment Notice
FLD - Final Letter of Demand
ITR - Income Tax Return
PAN - Preliminary Assessment Notice
SC - Supreme Court
TCC - Tax Credit Certificate
VAT - Value-Added Tax

Glossary

Tax sparing rule applies to 
Barbados tax resident
Given that Barbados does not impose tax on dividends 
received by its residents from non-resident corporations, 
the BIR confirmed that the tax sparing provision under the 
Tax Code applies to a tax resident of Barbados. Accordingly, 
the dividends paid by a Philippine entity to a Barbadian 
company is subject to a final tax of 15%.
(BIR Ruling No. 062-2016 dated 9 February 2016)

BOI entity is CWT-exempt 
only on registered activities
Income received by a BOI-registered entity is exempt from 
creditable withholding tax. However, such exemption is 
limited to income directly attributable to the revenues 
arising from activities registered with the BOI.
(BIR Ruling No. 400-2015 dated 10 December 2015)

Collection (not assessment) 
to recover taxes paid using 
fake TCCs is proper
In this case, the TCCs used by the taxpayer to pay for 
its customs duties and taxes were found to be spurious. 
Consequently, the BOC filed a collection suit to recover 
payment corresponding to the amount of the TCCs. 
The taxpayer claimed that the action for collection has 
already prescribed as it is filed only after four years from 
the payment of the taxes, which is beyond the one year 
prescriptive period. 

The Supreme Court ruled in favor of the BOC. While 
the customs duties and taxes were previously assessed 
and paid by the taxpayer, the TCCs turned out to be 
fraudulent and did not discharge the taxpayer from 
payment of its tax liabilities. Under Section 1204 of the 
Tariff and Customs Code, an import duty is a personal 
debt due from the importer to the government which 
can be discharged only by payment in full. Given that the 
import duties were considered to be unpaid, the BOC’s 
remedy to enforce payment is to file a collection suit.
(G.R. No. 209324 dated 9 December 2015) 

Observe 120-day period for 
VAT refunds
Citing the San Roque2 case, the SC reiterated the rule on 
mandatory compliance with the 120-day period prior to 
elevating a case to the CTA3. The period is mandatory 
and jurisdictional such that failure to comply violates 
the doctrine of exhaustion of administrative remedies. 
Hence, the CTA does not acquire jurisdiction over a 
judicial claim if lodged before the expiration of the 120-
day period. 
 

2 G.R. No. 187485 dated 12 February 2013
3 As provided under Section 112(D) of the Tax Code

Latest on tax assessments/ refund procedures
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Applying the principle to the facts of the case, the appeal 
before the CTA is premature because the judicial claim 
for VAT refund was filed by the taxpayer 15 days after the 
filing of its administrative claim. Considering that the CTA 
lacked jurisdiction over the case, its decision was nullified.  
As the SC succinctly declares, “a void judgment for want of 
jurisdiction is no judgment at all.”
(G.R. No. 180434 dated 20 January 2016)

If no PAN, FAN is void
In this case, the taxpayer argued that it only received the 
FAN and FLD without the PAN. The tax authorities failed 
to provide any document, such as a copy of the registry 
return receipt or the request for certification from the post 
office proving actual receipt of the taxpayer of the PAN. 
Such action violates the due process requirements for 
deficiency tax assessment. The authorities failed to provide 
the taxpayer the required facts and law upon which the 
assessment was made — the absence of which shall render 
the assessment void. 

According to the CTA, actual receipt of the PAN must be 
proven. Mere surmises and assumptions of receipt will not 
suffice.

The principle of constructive receipt and regularity in the 
delivery of mail are mere disputable presumptions which 
can be denied by the taxpayer. In which case, the BIR, and 
not the taxpayer, has the burden of proof to present and 
offer evidence of delivery and actual receipt of notice by the 
taxpayer. 
(CTA EB No. 1149 dated 3 March 2016)

Excess CWT marked for 
refund but carried over is  
nonrefundable
The CTA denied the taxpayer’s claim for refund of excess 
CWT. The tax court found that the taxpayer opted for a 
refund of its excess CWT by marking the option “To be 
refunded” in its Annual ITR. However, the taxpayer still 

Latest on tax assessments/ refund procedures

carried over such excess CWT in its subsequent quarterly 
ITR. According to the CTA, the taxpayer’s option to refund 
was negated by this act. 

The taxpayer also presented its amended quarterly ITRs to 
prove that it did not carry over the excess CWT. The CTA 
explained that while the amended ITR had the effect of 
superseding the original ITR, the taxpayer cannot escape 
the legal effects brought about by carrying over the excess 
CWT in its original ITRs.

Given that the taxpayer already exercised the option 
to carry over the entire excess credits, it can no longer 
seek refund, even if it was not utilized in the succeeding 
quarters/years. Consequently, its only recourse is to apply 
the overpaid tax to the succeeding years/quarters until it is 
fully utilized.
(CTA Case No. 8634 dated 7 March 2016)

While tax-exempt, BCDA 
must indicate option to 
refund CWT
The Bases Conversion and Development Authority (BCDA) 
is exempt from all forms of payment and taxes because the 
proceeds of the sale of its allocated condominium units in 
the Serendra Project are for its capital funding. Moreover, 
the CTA found that the proceeds it received from such sale 
are appropriated for the purposes enumerated in Section 8 
(d) of the Bases Conversion and Development Act of 19924. 

Despite the BCDA’s exemption from all forms of payment 
and taxes, its claim for refund of the creditable withholding 
taxes it paid under protest was denied. This is because the 
BCDA failed to signify its intention to refund the taxes it had 
paid when it filed its 2012 annual ITR. 
(CTA Case No. 8757 dated 15 March 2016)

4 Republic Act No. 7277
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AAB - Authorized Agent Bank
ATRIG - Authority to Release Imported Goods
BIR - Bureau of Internal Revenue
BOC - Bureau of Customs
CTA - Court of Tax Appeals
eFPS - Electronic Filing and Payment System
EPSP - Electronic Payment Service Provider
LT - Large Taxpayer
NIRC - National Internal Revenue Code
RA - Republic Act
RR - Revenue Regulations
TIN - Tax Identification Number
VAT - Value-Added Tax

Glossary

Latest on regulatory landscape

CTA has jurisdiction over 
Oplan Kandado issues
In this case, the CTA confirmed its jurisdiction over issues 
arising from Oplan Kandado. According to the court, any 
questions on the issuances of the 48-Hour Notice and 
five-day VAT Compliance Notice, pursuant to the power of 
the Commissioner to suspend business operations of the 
taxpayer under Section 115 of the Tax Code, fall within 
the jurisdiction of the CTA to review “other matters arising 
under the NIRC”. 

The jurisdiction of the CTA is not limited to cases involving 
disputed assessments but also decisions over ‘other matters’ 
under Section 7 of RA No. 11255.
(CTA EB No. 1174 dated 3 March 2016)

5 “An act creating the Court of Tax Appeals”

Tax effects of corporate 
death and resurrection
A taxpayer requested the BIR to confirm that there is no 
tax consequence when its corporate life has expired but 
continued its business operation as usual. The BIR denied 
the request and ruled as follows:

•	 Old corporation needs to liquidate before it could re-
incorporate

If the corporation’s life expired, without an application for 
extension of corporate life filed before the expiration of its 
term, the corporation shall automatically cease to exist and 
shall be dissolved ipso facto. For the company to continue its 
business, it must re-incorporate into a new entity by filing 
new articles of incorporation and by-laws under the same 
name as the dissolved corporation.

According to the BIR, the previous corporation necessarily 
has to undergo the process of liquidation with its 
corresponding tax consequences. This includes imposition 
of VAT for transactions deemed sale with respect to all 
goods on hand as of the date of retirement of business. To 
effect the re-incorporation, the assets, properties, and rights 
distributed to the stockholders as liquidating dividends 
shall be assigned to the co-owners in exchange for new 
shares of stock issued in the new re-incorporated company. 
The assets, property and rights of a dissolved corporation 
are not automatically transferred to the re-incorporated 
corporation since both entities are considered separate and 
distinct entities. This is even if the business is continued as 
usual.

•	  The re-incorporated entity needs to obtain a new TIN

Re-incorporation of a dissolved company requires the 
application for a new TIN even if the re-incorporated 
company bears the same corporate name, incorporators, 
and stockholders as the dissolved corporation. Regardless 
of their similarities, a re-incorporated entity is separate and 
distinct from that of the dissolved corporation, therefore 
entailing the application for a new TIN. 
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The old TIN, however, may still be used by the dissolved 
company during its liquidation. The re-incorporated 
corporation shall only use its new TIN after the full and 
complete liquidation of the dissolved corporation pursuant 
to Section 122 of the Corporation Code.
(BIR Ruling No. 234-2015 dated 8 July 2015)

ATRIGs mandatory for 
imported cars
The Authority to Release Imported Goods (ATRIG) shall be 
issued for all importations of articles subject to excise tax 
(whether exempt or taxable). In particular, RR No. 25-2003 
mandates that all importations of automobiles, whether for 
sale or otherwise, shall not be released without payment of 
ad valorem tax. Further under the BOC and BIR Joint Order, 
a certificate of payment shall be issued only when an ATRIG 
covering the automobile/vehicle is presented. 

For practical considerations and for lack of logistical 
provisions at the BIR, imported automobiles that were 
already released from customs custody may still be issued 
ATRIGs until 31 March 2016, provided that an application 
for ATRIG had been filed with the Excise LT Regulatory 
Division and that the excise and value added taxes were 
paid within the same period, computed based on the rates 
provided in Section 4 of RR No. 25-2003.

All imported automobiles found to have been released from 
customs custody after 31 March 2016 without the required 
ATRIG shall be subject to seizure pursuant to the Tax Code6.
(Revenue Regulation No. 2-2016 dated 4 March 2016)

Tax payment through 
credit/debit/prepaid cards 
For the convenience of taxpayers, additional modes of 
payment of taxes via credit, debit and prepaid cards (Card 
Payment Facility) are now available, subject to the following 
conditions:

1. It is voluntary or optional on the part of the taxpayer. 

2. Taxpayer shall bear the cost of bank or credit card 
charges and other fees including the Merchant Discount 
Rate. 

3. Only accredited Authorized Agent Banks (AABs) may 
accept such payments through the Card Payment 
Facility and act as Acquirers. Accreditation of AABs is 
subject to compliance with certain conditions set forth 
in the regulations. 

6 Sections 172, 263 and 268(C) of the Tax Code

4. The BIR shall not be responsible or liable on any issues 
concerning the taxpayer-cardholder and the card-issuer.

5. Erroneous tax payment is not entitled to an automatic 
“charge back” to the account of the taxpayer but may be 
claimed for a tax refund/tax credit with the BIR.

6. Only Philippine-issued credit/debit/prepaid cards under 
the taxpayers’ name are accepted.

7. The AABs-Acquirers are primarily liable in ensuring that 
all payment transactions through the Card Payment 
Facility are accurately and timely reported to the BIR and 
the Bureau of Treasury.

8. In cases where the Electronic Payment Service Provider 
(EPSP) is not the AAB-Acquirer, the said EPSP should 
electronically transmit to the BIR the pertinent details 
of all daily payment transactions and other required 
information not later than 9.00am of the following day.

9. The payment of taxes through Card Payment Facility 
shall be deemed made on the date and time appearing 
in the system-generated payment confirmation receipt 
issued to the taxpayer-cardholder by the AAB-Acquirer, 
provided that the payment was actually received by the 
BIR.

10. The taxpayer is not relieved of, and has a continuing 
liability for, such taxes until the payment is actually 
received by the BIR.

11. As this is an initial implementation, the taxpayer 
shall electronically file the corresponding tax returns 
through eFPS. Once the existing BIR systems have been 
enhanced, the filing of the tax returns through other 
channels or facilities shall be adopted.

12. All information of the taxpayer-cardholder transacting 
with the BIR shall be secured through encryption and use 
of relevant industry-standard technologies.

These regulations shall take effect on 12 April 2016 or 15 
days from its publication last 28 March 2016 in Manila 
Bulletin.
(Revenue Regulations No. 3-2016 dated 12 January 2016)

Prescribed fees for 
certification of tax payments
Applicants for the issuance of certification for payment of 
internal revenue taxes are required to pay a processing fee in 
accordance with the following rates: (1) 1 to 12 tax payments 
– PHP100, (2) 13 to 24 tax payments – PHP200.00, (3) 25 
to 36 tax payments – PHP300, (4) 37 to 48 tax payments – 
PHP400, and (5) 49 to 60 tax payments – PHP500.
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The foregoing processing fee shall only be paid to the RCO 
authorized to use the Mobile Revenue Collection Officer 
System, through the Collection Officer Receipting Device 
(CORD). The RCO shall generate an Electronic Official 
Receipt (eOR), and not an Electronic Revenue Official 
Receipt (eROR), inasmuch as the processing fee is not 
considered a tax.
(Revenue Memorandum Circular No. 25-2016 dated 23 February 2016)

Protocol amending PH-NZ 
Tax Treaty
The CIR circularized the “Protocol Amending the 
Convention between the Republic of the Philippines and the 
Government of New Zealand for the Avoidance of Double 
Taxation and Prevention of Fiscal Evasion with Respect to 
Taxes on Income” (Philippines-New Zealand Tax Treaty) 
which entered into force on 2 October 2008.

Under Article 6 of the Protocol, the provisions shall have 
effect in respect of taxes covered by the Protocol, including 
taxes withheld at source, for any taxable period beginning 
on or after 1 January 2009.

In invoking the treaty, a New Zealand resident income 
earner or his authorized representative should file an 
application for relief from double taxation (BIR Form 0901) 
together with the required documents under RMO No. 72-
2010.
(Revenue Memorandum Circular No. 32-2016 dated 24 February 2016)

Renegotiated PH-DE Tax 
Treaty
The CIR has circularized the renegotiated Agreement 
between the Republic of the Philippines and the Federal 
Republic of Germany for the “Avoidance of Double 
Taxation with Respect to Taxes on Income and on Capital” 
(Philippines-Germany Tax Treaty) which entered into force 
on 18 December 2015.

Pursuant to Article 32(2) of the Agreement, the Philippines-
Germany Tax Treaty shall have effect in respect of taxes 
covered by the said tax treaty, including taxes withheld at 
source, for any taxable period beginning on or after  
1 January 2016.

Applications for relief from double taxation, together with 
the required documents under RMO No. 72-2010, should be 
filed with the International Tax Affairs Division of the BIR.
(Revenue Memorandum Circular No. 15-2016 dated 15 February 2016)

New eBIRForms Package 
Version 6.0 now available
The new eBIRForms Package Version 6.0, is now available 
for filing of tax returns, subject to the following guidelines:

1. eBIR Forms Version 6.0 may be downloaded from the 
following sites:

- www.knowyourtaxes.ph
- www.dof.gov.ph
- Dropbox using this link: http://goo.gl/UCr8XS
- Direct link: http://ftp.pregi.net/bir/ebirforms_

package_v6.0.zip
- www.bir.gov.ph

2. eBIR Forms Version 6.0 has the following modifications:

 - One-click submission of tax returns
 - Reduced package size for easier downloading

3. For eBIRForms user, the taxpayer shall be required 
to fully and unconditionally agree to the Terms of 
Service Agreement (TOSA) by clicking the “AGREE” 
icon. Taxpayers will then receive a system-generated 
confirmation email.

4. The step-by-step process in using the new eBIRForms 
Package is provided under the Circular.

5. eFPS taxpayers must use the:

- Offline package of eBIR Forms Version 6.0 in the 
preparation of their annual ITR and excise tax 
returns which must be submitted through eFPS.

- Online eFPS for all other returns (i.e., BIR Form 
Nos. 1601C, E and F, 2550M, 2550Q and 2551). 

- In both cases, payment shall be made online 
using the eFPS facility by clicking the “Proceed to 
Payment” button.

6. Non-eFPS taxpayers using eBIRForms, on the other 
hand, must print the tax return and pay the tax due 
through AABs, RCOs or GCash.

7. The accompanying schedules and manual attachments 
of their return should be manually filed within 15 days 
after the electronic filing of the return. Taxpayers shall 
also submit the duly signed printed efiled return and 
printed system-generated confirmation receipt.

8. The Summary Alphalist of Withholding Tax (SAWT) 
should be emailed to esubmission@bir.gov.ph.
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9. Taxpayers who fail to file their returns using the 
mandated mode shall be subject to penalties.

(Revenue Memorandum Circular No. 35-2016 dated 14 March 2016)

Disclosure of supplemental 
information still optional
The disclosure of supplemental information under BIR 
Form Nos. 1700 and 1701 is still optional on the part of the 
taxpayer for income tax filing covering and starting with 
calendar year 2015 due for filing on or before 15 April 2016. 
However, individual income tax filers are advised that for 
income tax filing covering and starting with calendar year 
2016, such disclosure of supplemental information will be 
mandatory.

Taxpayers are advised to demand from their payors and 
properly document their BIR Form No. 2307 and other 
evidence for final taxes withheld. Those engaged in business 
should properly receipt and book all income, whether they 
are subject to final withholding tax or whether the income is 
tax-exempt.
(Revenue Memorandum Circular No. 41-2016 dated 1 April 2016)

Certification of tax 
payments now decentralized
To address increasing volume of applications and the 
inconvenience on the part of applicants located in distant 
places, the BIR is implementing new procedures for 
the decentralization of processing and issuance of the 
corresponding certifications on internal revenue tax 
payments. Applications shall be received and processed by 
the following revenue offices: 

1. RAD:

Taxpayers covered – all taxpayers, whether large or  
non-large covering payments made through AABs 
and tax payments made through RCOs outside the 
jurisdiction of the RFDs.
Period covered – a) through AABs – 1999 and prior years 
and b) through RCOs – 1989 and prior years

 
2. LTDPQAD, LTD Makati, LTD Cebu:

Taxpayers covered – for large taxpayers falling under 
their respective jurisdiction 
Period covered – for 2000 and years thereafter or 
effective date of enlisting as a large taxpayer, as the 
case may be.

3. Collection Section under the concerned RDOs:

Taxpayers covered – for taxpayers falling under the 
jurisdiction of the concerned RDOs 
Period covered – all collection periods not covered in the 
foregoing enumerations.

In addition to the certification fee as well as the affixture 
and cancellation of the requisite documentary stamp before 
certification is released, a processing fee shall be required to 
be paid by the applicant in accordance with the rates stated 
in RMC No. 25-2016.

The certification shall be signed only by the head or 
assistant head, as the case may be, of the processing/issuing 
office.

All applications for certification of tax payments that are 
filed and pending with the RAD as of 15 February 2016 shall 
still be processed and the corresponding certifications shall 
be issued by the said office.
(Revenue Memorandum Order No. 7-2016 dated 9 February 2016)

Additional requirement in 
accrediting auditor
All prospective applicants or accredited auditing firms/sole 
practitioners are required to submit a Disclosure under oath, 
attesting their adherence to the principles of the Code of 
Ethics particularly in areas involving conflict of interests and 
independence, within 30 days from the date of effectivity of 
this Memorandum Circular.

The Circular shall take effect after its publication in two 
newspapers of general circulation.
(SEC Memorandum Circular No. 2 series of 2016 dated 11 February 2016)

AAB - Authorized Agent Banks
BIR - Bureau of Internal Revenue
CIR - Commissioner of Internal Revenue
eFPS - Electronic Filing and Payment System
LTD - Large Taxpayer Division
LTDPQAD - Large Taxpayer Document Processing 
and Quality Assurance Division
RAD - Revenue Accounting Division
RCO - Revenue Collecting Officer
RDO - Revenue District Office
RFD - Regional Finance Division
RMC - Revenue Memorandum Circular
RMO - Revenue Memorandum Order

Glossary
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Real estate developer is 
subject to Anti-Dummy Law
A company with the primary purpose to develop real estate 
projects, including acquiring, leasing or purchasing and 
developing subdivisions and condominium properties, is 
subject to the Anti-Dummy Law. Under the Constitution7  
and the 10th Foreign Negative List (FINL-10), at least 60% 
of the capital of a corporation engaged in activities, which 
include or allow ownership of land, are required to be 
owned by Filipino citizens.

Even assuming that the corporation is not covered by the 
rules on land ownership, it may still be covered by Section 
8 of the Foreign Investments Act and List B of the FINL-10, 
which restrict officer positions only to Filipinos and limit 
foreign ownership to 40% in case of small and medium-
sized domestic enterprises with paid-in equity capital of less 
than US$200,000. 
(SEC Opinion No. 16-02 dated 12 February 2016)

Exceptions to retail trade
For sale transactions to be considered “retail”, the following 
elements must concur: 1) seller should be habitually 
engaged in selling; 2) the sale must be direct to the 
general public; and 3) the object of the sale is limited to 
merchandise, commodities or goods for consumption. 
Applying these conditions, the following transactions shall 
not be considered as retail trade:

• sale of goods incidental and reasonably necessary for the 
performance of services

 
• sales to the general public through a single sales outlet 

owned by a manufacturer of products manufactured, 
processed or assembled in the Philippines irrespective of 
capitalization

• sales to industrial users or consumers who use the 
products bought by them to render service to the general 
public and/or produce or manufacture goods which 
are in turn sold by them (also classified as wholesale 
transaction)

• sales to the government and/or its agencies and GOCCs

• sales to employees.
(SEC Opinion No. 16-03 dated 15 February 2016)

7 Article XII, Section 7 of the Philippine Constitution

No foreign equity in interior 
design corporations
Corporations engaged in the practice of interior design are 
not allowed to have foreign equity participation. Section 14, 
Article XII of the Philippine Constitution exclusively reserves 
the practice of professions to Filipinos, unless otherwise 
provided by law.

While the Philippine Interior Design Act of 2012 is the law 
that could have provided an exception to the exclusion of 
foreign equity, the law is silent on the matter. Thus, the 
prohibition under the Constitution applies.
(SEC-OGC Opinion No. 16-04 dated 16 February 2016)

BSP lifts suspension of new 
banking license
On 21 January 2016, the Monetary Board approved the 
lifting of the moratorium on the grant of new banking 
license or establishment of new domestic banks under a 
two-phase approach. In Phase 1, the grant of new universal/
commercial banking license shall be allowed in connection 
with the upgrading of an existing domestic thrift bank. 
Under Phase 2, the suspension shall be fully lifted and 
locational restrictions shall be fully liberalized starting  
1 January 2018.
(BSP Circular No. 902 dated 15 February 2016)

Filing of annual statement 
for non-life insurance
In connection with the filing of the 2015 Annual Statement, 
the following guidelines shall be implemented: (1) 
Submission must be in three sets; (2) Cover must be “hard 
bound” and in color “pink”; (3) It shall be on a legal size 
bond paper, using either Trebuchet MS #10 or Arial #10; 
(4)  Required documents and other schedules as provided 
in Annex “A” must be attached; (5) Exact formats, columnar 
headings and footnote instructions found in every page of 
the attached blank forms must be strictly observed; and (6) 
Annual Statement not in accordance with the guidelines 
shall not be accepted and shall be penalized in accordance 
with CL No. 2014-15 dated 15 May 2014. 

All companies are hereby reminded to file the Annual 
Statements on or before 30 April 2016 as required under 
Section 229 of the Insurance Code (RA No. 10607).
(Insurance Commission Circular Letter No. 2016-09 dated 7 March 2016)
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Filing of pre-need annual 
statements
In connection with the filing of Annual Statements, the 
following guidelines shall be implemented: (1) Separate 
Annual Statement showing the financial condition of the 
pre-need company and annual statement of Trust Fund for 
each type of plan; (2) It must be on legal size bond paper 
with Times New Roman #12 or Arial #10 and with ring 
binding; (3) The updated list of the required documents 
and other schedules (Annex “A”) shall form part as separate 
attachment in the submission of the Annual Statements; 
(4) It includes the Table of Contents (Annex “B”) showing 
the Summary of Investment and Certification, notarized 
and sealed on pages 48 and 49 respectively; (5) The 
Seriatim List of In-Force policies and List of Availing Plan 
for the succeeding year must be in summary form and the 
details must be filed in soft copy (CD or flash drive); (6) 
Exact formats, columnar headings and footnote instruction 
found in every page of the Annual Statement (two copies), 
including the Annual Statements of Trust Fund (one copy 
each),  must be strictly observed; and (7) Submissions 
which are not in accordance with the required pro-
forma template and with missing data/information and 
incomplete attachments shall not be accepted. 

All companies are hereby reminded to file the Annual 
Statements on or before 30 April of each year to avoid 
penalty of PHP5,000 per day of delay.
(DOF Circular Letter No. 2016-14 dated 10 March 2016, supersedes CL No. 
2014-13)

No claims control clause for 
insurance transactions
For consistency with the provisions of Section 249 of 
the Insurance Code of the Philippines, all new/renewal 
transactions, whether treaty or facultative, shall not be 
subject to the Claims Control Clause, which fixes the period 
within which a claim for loss or damage should be paid.
(Insurance Commission Circular Letter No. 2016-08 dated 22 February 
2016)

PH Competition Act: 
Transitory rules for M&A 
Mergers and acquisitions (M&A), with a value exceeding 
one billion pesos and which were executed after the 
effectivity of the Philippine Competition Act (PCA) but 
before the effectivity of this Circular, are exempt from the 
notification requirement. They are deemed approved and 
may not be challenged.

However, M&As that are executed after the effectivity of this 
Circular but before the effectivity of the PCA implementing 
rules and regulations are required to notify the Commission. 
The notification letter to the Commission shall contain the 
following information: parties to the M&A, the name and 
contact details of their authorized representatives to whom 
the Commission may address any correspondence, brief 
description of their business, and the type, consideration, 
key terms, and timing of execution of the transaction. 
Transactions with proper notification shall be deemed 
approved and may not be challenged except when the 
notification contains false material information. However, 
M&As violating notification requirements shall be subject to 
administrative fines under Section 17 of RA No. 10667.
(Competition Commission Memorandum Circular No. 16-001 dated 12 
February 2016)

Supplementary rules on 
M&A of PSE-listed entities
The rules on MC No. 16-001 also apply to M&As wherein 
both or one of the parties is listed in the PSE. When one of 
the parties is listed and is required to be disclosed to the 
PSE, the parties shall notify the Commission prior to the 
execution or before the close of business of the first working 
day after the occurrence of the covered transaction. 

The PSE shall provide the Commission with a list of covered 
transactions on the first working day after the transaction 
occurred. 
(Competition Commission Memorandum Circular No. 16-002 dated 16 
February 2016)

AAB - Authorized Agent Bank
BIR - Bureau of Internal Revenue
CL - Circular Letter
GOCC - Government-Owned and Controlled 
Corporation
M&A - Mergers and acquisitions
MC - Memorandum Circular
PSE - Philippine Stock Exchange
RA - Republic Act
SEC - Securities and Exchange Commission

Glossary
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Alex, sectoral leaders 
underscore sustainability of 
PH economic growth
PH forum brings positive 
messages to investors in NY

The message of sustainability of economic growth was 
reinforced by the panel on the Philippine Competitive Edge 
composed of Alex Cabrera, Chairman and Senior Partner 
of PwC Philippines; Perry Pe, President of the Management 
Association of the Philippines; John Hixson, Vice President 
for Corporate Affairs of Cargill; and Andrew Edlefsen of the 
US Department of Commerce.

The panel was among the select few that comprised the 
Philippine Business & Investment Forum (PBIF) held on 3 
March 2016 at the Metropolitan Ballroom of the Sheraton 
New York Times Square Hotel.

Alex addressed the foreign equity limitations under the 
Philippine Constitution and argued that such limitations 
were actually very narrow and could easily be ‘ring fenced’ 
by proper structuring of investments.

He said that he was of the view that the ASEAN Economic 
Community would result in more pressure on the Philippine 
government to liberalize and become more competitive.
Perry Pe lauded the legislative agenda of the Aquino 

Meet us

(Left photo) The panelists, from left: Jon Hixson, VP Corporate Affairs, Cargill; 
Alex Cabrera, Chairman & Senior Partner, PwC Philippines; Perry L. Pe, President, 
Management Association of the Philippines; Andrew Edlefsen, U.S. Department 
of Commerce; and John Goyer, Senior Director Southeast Asia, US Chamber of 
Commerce. Right photo: Alex Cabrera.

Administration, which resulted in the enactment of 
important pieces of legislation that institutionalize 
economic reforms and good governance. He particularly 
cited the passage of the Philippine Competition Act and the 
Amendments to the Cabotage Law.

In response to a question during the open forum after the 
panel presentations, Perry Pe and Alex stated their firm 
belief that the foreign equity issue should not be a serious 
hindrance to investments.

Finance secretary opens PBIF with message of business 
confidence

‘The Philippines will need to nurture the virtuous cycle 
of business confidence that good governance and good 
economics have engendered.

This was the main message of Finance Secretary Cesar V. 
Purisima in his keynote address. He outlined the important 
policy and strategic issues that the Philippine government 
needs to address in order to maintain the sustainability of 
recent economic growth.

He underscored the importance of good governance, 
particularly in the areas of transparency, freedom of 
information, rule of law, security, and accountability. 
He added that good governance is intertwined with 
good economics and contributes to the virtuous cycle of 
confidence that encourages optimism in the Philippines, 
both domestically and internationally.

Joining Purisima in the lead panel were Jose E.B. Antonio, 
chief executive officer of Century Properties Group; 
Chairman Arsenio Balisacan of the Philippine Competition 

From left: Vaughn F. Montes, Director, Development Bank of the Philippines; 
Secretary Cesar V. Purisima, Department of Finance; Arsenio M. Balisacan, 
Chairman, Philippine Competition Commission; Alex Cabrera, Chairman & Senior 
Partner, PwC Philippines.
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Talk to us

For further discussion on the contents of this issue of 
the Client Advisory Letter, please contact any of our 
partners.

For tax and related regulatory matters

For accounting matters

Request for copies of text

You may ask  for the full text of the Client Advisory Letter by writing 
our Tax Department, Isla Lipana & Co., 29th Floor, Philamlife Tower, 
8767 Paseo de Roxas, 1226 Makati City, Philippines. T: +63 (2) 845 
2728. F: +63 (2) 845 2806. Email lyn.golez@ph.pwc.com.
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Commission and former Secretary for Socio-Economic 
Planning; and Dr. Nouriel Roubini of Roubini Global 
Economics.

PBIF panels on post-May elections

In addition to the positive comments on the prudent 
economic management of the Aquino Administration, 
the PBIF panels discussed the way forward, especially 
in view of the presidential elections in May 2016.

“I was struck by the consensus among the speakers 
that the reforms and economic performance of the 
Philippines will be sustainable post-2016,” noted 
Ambassador to the United States Jose L. Cuisia, Jr.

Dr. Roubini expressed the belief that, regardless of 
the results of the May elections, there will be policy 
continuity in the Philippines. “The good news is this: 
Philippine economic dynamism, domestic demand, and 
its openness to the world can only mean that reforms 
will continue and deepen,” he said.

The PBIF took place in the context of possible 
Philippine growth rates of 7-10% in the next decade 
and an HSBC Global Research Report predicting the 
country to be the 16th largest economy in the world by 
2050.

“This Forum is a great opportunity for us to take 
stock of the incredible performance of the Philippine 
economy over the past number of years and to bring 
attention to the successful reforms that have driven the 
country’s economic transformation since 2010 when 
President Aquino assumed the presidency,” explained 
Cuisia, who initiated the PBIF.

From left: Roberto Garcia, Chairman & Administrator, Subic Bay Metropolitan 
Authority; H.E. Ambassador José L. Cuisia, Jr., Philippines Embassy to the 
United States; Alex Cabrera, Chairman & Senior Partner, PwC Philippines; 
and Deogracias Custodio, Chairman, Freeport Area of Bataan.
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