REPUBLIC OF THE PHILIPPINES
DEPARTMENT OF FINANCE
BUREAU OF INTERNAL REVENUE
Quezon City

June 18, 2018

REVENUE MEMORANDUM CIRCULAR NO. 72-2018

SUBJECT : Validation of Sales Generated from Point of Sale (POS)/Cash
Register Machines (CRM)/Special Purpose Machines (SPM)/
Other Sales Receipting System Software, Receipting/
Invoicing of Computerized Accounting System (CAS),
including Online Sales Transactions and from Manual
Invoices/Receipts/Supplemental Commercial Documents.

TO . All Internal Revenue Officers and Others Concerned

In line with the Bureau’s continuing efforts to improve taxpayers’ voluntary
compliance and increase revenue collections, there is a need to strengthen
enforcement capabilities through effective monitoring and validation of accuracy of
sales declaration generated from Point of Sale (POS)/Cash Register Machines
(CRM)/Special Purpose Machines (SPM)/Other Sales Receipting System Software,
Receipting/Invoicing of Computerized Accounting System (CAS), including online
sales transactions and from manual invoices/receipts/supplemental commercial
documents.

Thus, pursuant to the provisions of Section 6 of the Tax Code as amended,
and in conformity with Revenue Memorandum Order (RMO) No. 15-2018
(Policies, Guidelines and Procedures on the Implementation of the Post Evaluation
of the CRM, POS and Other Sales Receipting System Software, including the
extraction of data from Electronic Sales (eSales) Journal and Z-Reading), Revenue
Memorandum Circular (RMC) No. 91-2017 (Implementation of the Nationwide Z-
Reading and Post-Evaluation of Cash Register Machine (CRM), Point-of-Sale
(POS) Machine and Other Sales Receipting System Software), RMO No. 9-2006
(Prescribing the Guidelines and Procedures in the Conduct of Tax Compliance
Verification Drive (TCVD) and RMO No. 3-2009 (Amendment and Consolidation of
the Guidelines in the Conduct of Surveillance and Stock-Taking Activities, and the
Implementation of the Administrative Sanction of Suspension and Temporary
Closure of Business), this Circular is hereby issued to reiterate/supplement the
existing policies, guidelines and procedures relative to the validation and monitoring
of sales declaration of taxpayers, as follows:

1. Post Evaluation of POS/CRM/SPM/Other Sales Receipting System Software,
including Receipting/Invoicing of Computerized Accounting System (CAS)



may be conducted simultaneously with other enforcement activities such as
TCVD, Surveillance, Inventory Stocktaking and Audit/Investigation.

2. Inventory of all POS/CRM/SPM and other receipting machines/software,
whether used for issuance of invoices or for internal control purposes shall
be taken, matched and reconciled with the list from the BIR database. For
this purpose, a Post Evaluation Guide (PEG) Form (Annex B of RMO 15-
2018) shall be accomplished for every machine. The Post Evaluation Kit shall
contain a pre-filled up PEG Form for every registered machine, with
information based on the Business Intelligence Division (BID) data such as
Tax ldentification Number (TIN), Branch Code, Machine Identification
Number (MIN), Permit to Use (PTU), and Serial Number (SN), as well as
blank PEG Forms for unregistered machines.

Based on the duly accomplished PEG Forms, a listing of matched and
unmatched machines shall be prepared in the format prescribed under the
following Annexes:

2.1List of Matched POS/CRM/SPM per BIR’s Database vs. Physical
Inventory (Annex “A”) - machines that are both in the BIR list (pre-
filled up PEG Form) and the taxpayer’s premises.

2.2 List of Unmatched POS/CRM/SPM:

2.2.1List of POS/CRM/SPM that are Physically in the Taxpayer's
Premises but NOT in the BIR’s List (Annex “B.1”);

2.2.2 List of POS/CRM/SPM that are NOT Physically in the Taxpayer’'s
Premises but in the BIR List (Annex “B.2”); and

2.2.3 Summary of Findings/Observations (Annex “B.3”).

The list of matched and unmatched POS/CRM/SPM and other
receipting machines/software shall be prepared on the first day of the
Post Evaluation to be duly signed and acknowledged by the
responsible officer of the company.

The taxpayer shall reconcile and explain in writing the
discrepancy and account for the unmatched POS/CRM/SPM and
other receipting machines/software within five (5) days from receipt of
Letter Notice (Annex “C”) accompanied by the list of unmatched
POS/CRM/SPM and duly accomplished PEG Forms.

3. The Service Provider/Supplier/Contractor/Developer of machines/software/
systems subjected to Post Evaluation shall assist in the extraction of sales
data and/or Z-reading as required by the BIR/taxpayer. Generation of Z-
Reading and Electronic Sales Journal (e-Journal) per machine shall be
performed simultaneously with the conduct of physical inventory of
machines.



The taxpayer shall submit the extracted Z-Reading and e-Journal not
later than the second day of the Post-Evaluation. This shall cover the
beginning and ending Z-Readings/e-Journal for the period indicated in the
Mission Order.

. Sales data shall be validated and extracted from all sources such as, but
not limited to the following:

4.1 CRM/POS/Other Sales Receipting Software and CAS consisting of Z-
Reading, e-Journal, Back-end Reports from the stand-alone system,
server, middleware or consolidator depending on the system/software
set-up. This shall also include sales from online transactions,
unmanned bill, coin or token operated machines, unregistered
machines used to record sales transactions and defective/damaged
machines which were not reported or with pending application for
cancellation with the concerned LTS-Office/Division/LTDO/RDO.

In case of unregistered machines, the Revenue Officer shall issue
an apprehension slip and immediately seal the machines after the
extraction of sales data. However, upon registration thereof and
payment of related deficiency taxes including penalties, these
machines can be unsealed upon the approval of the concerned LT
Audit Division/RDO.

For machines that are subject of application for withdrawal from
its use due to retirement or sale, repair, upgrade, modification and
transfer, immediate verification and conduct of Z-Reading thereof,
shall be done to ensure that all the sales data registered in the
machine up to the last day it was used are properly recorded for
internal revenue purposes. This shall cover the beginning and ending
Z-Readings to get the monthly/ quarterly/annual sales for the current
and prior years for which the BIR’s right to assess has not yet
prescribed. Upon approval of the inspection and evaluation report by
the ACIR-LTS/LTDO/RDO, the machine shall be reset to zero.

For machines that are in different locations/branches, the
inspection may be undertaken at a designated place duly agreed
upon by the taxpayer and the BIR.

In case the BIR representative/s is/are not available to inspect
the machine/s applied for withdrawal from use due to repair, upgrade
or modification on the date requested by the taxpayer, the ACIR-
LTS/LTDO/RDO shall issue a Notice to the Taxpayer that in lieu of
inspection of machines, a Joint Sworn Statement shall be executed
by the taxpayer-user and the supplier/provider/person who made the
repair/upgrade/ modification which shall include the following:



4.1.1 Salient information of the sales machine being subjected for
cancellation of its Permit to Use (PTU), such as but not limited
to:

PTU Number;

Machine Identification Number (MIN), if applicable;

Type of Machine;

Machine Brand and/or Model, if applicable;

Software Name and Version Number including the Release
Number, if any; and

f. Machine Serial Number.

PO T O

4.1.2 Z-Reading/Periodic Reading in hard and soft copy (CD-R/DVD-
R properly labeled), e-Journal and/or back-end report in text file
format stored in CD-R/DVD-R (beginning and ending to get the
monthly/quarterly/annual sales) for the current and immediately
three (3) preceding years. The sales data reading must be duly
signed by the taxpayer-user and/or authorized representative.
This shall be attached to the Sworn Statement;

4.1.3 Statement of non-suppression of sales during machine repair,
upgrading, modification, reconfiguration and sales data
extraction either through Z-Reading, e-Journal and/or back-end
report;

4.1.41t is signed under the penalty of perjury;

4.1.5The supplier/provider and taxpayer-user shall submit a
consolidated Z-Reading, e-Journal, back-end reports and other
reports, such as but not limited to, Void/Cancelled/Return/
Refund and SC/PWD Reports, whichever is applicable, from alll
machines subject to withdrawal from use due to repair, upgrade,
and modification, for reference, record purposes and data
matching with eSales Report which shall be attached as a
separate Annex, if applicable.

In order to authorize the simultaneous registration of the new
accredited software or upgrade of software to be installed in the same
machine with application for cancellation of the old software, the
taxpayer shall secure approval from the concerned LTS-Office/
Division/LTDO/RDO to add a distinct prefix/suffix to the serial number
of the sales machine to allow registration of the new software
consisting of serial number of machine followed by prefix/suffix e.g.,
123456A.

Once the application for cancellation of the old software is
approved, it is mandatory that the required sales data extraction as
provided herein shall be accomplished before setting the machine
reading to “zero” and cancellation of PTU in the eAccReg by the
concerned office.



4.2Sales book/accounting records and manual invoices/receipts
including unregistered/expired receipts/invoices/records, if any. This
shall cover other commercial documents/accounting records that
may affect or adjust the sales, e.g. credit/debit memos/cancelled
sales invoices/receipts/delivery receipts, order slips and other
supplemental documents.

4.3All SPMs used for supplementary invoicing/receipting such as
collection/acknowledgement receipt or bills payment without
corresponding principal invoice/receipt.

5. Subpoena Duces Tecum (SDT) shall be issued to compel submission/
presentation of documents/machines not yet available after the required
compliance date;

6. Failure to comply with the SDT herein issued shall warrant the use of “Best
Evidence Obtainable Rule” for unregistered/unaccounted/missing/lost sales
machines or manual receipts/ invoices and simultaneously refer the SDT to
the Prosecution/Legal Division for filing of a criminal case on failure to obey
subpoena.

In such a case, the total sales generated from all the existing machines
of a particular head office or branch shall be divided over the number of
existing machines for a particular period to get the average monthly sales per
machine of the head office or a particular branch where the machines are
registered or any other basis deemed appropriate may be used under the
Best Evidence Obtainable Rule.

Example:

Branch A has 100 machines per BIR list, however, upon Post
Evaluation there were only 80 machines found with equivalent total
sales of P 80 million for the first quarter of 2018.

Computation of Average Daily Sales per Machine:

P 80 M Total Sales /80 machines = P 1M per machine/ 90 days
Average Daily Sales per Machine =P 11,111

Computation of Quarterly Sales of the missing machines:
=20 machines X P 11,111 X 90 days
=P20 M

7. Reconciliation of the taxpayer’s extracted data (Z-Reading/e-Journal) from
POS/CRM/SPM/Other Sales Receipting Systems/Software, including
Receipting/Invoicing of CAS against the list of sales data provided by the BID.
Sales derived from Z-Reading per machine shall be summarized by the team
and compared with eSales and e-Journal.



eSales is a real time reporting online of actual sales transactions recorded
by CRM/POS/SPM, or other sales machines and/or software. If the amount
extracted from the e-journal is higher than the reported eSales, it shall render
the taxpayer liable for under declaration of sales. On the other hand, if the e-
journal amount is less than the reported eSales, the violation is equivalent to
non-issuance of sales invoice or receipt; or issuance of an unregistered
receipt, which shall be dealt with in accordance with Sec. 264 of the NIRC of
1997, as amended.

A back-end report shall be extracted and jointly signed by the taxpayer
user/provider and the Revenue Officer to cover the following items for sales
reconciliation purposes:

a. Void/Cancelled/Return/Refund items/Receipts/Invoices;
b. Sales to Senior Citizens (SC) and Persons with Disability (PWD); and
c. Regular/Other discounts.

8. The sales data from all sources including but not limited to manually issued
invoices/receipts, and other records that affect sales/receipts shall be on a
monthly/quarterly basis for comparison with the taxpayer’s sales declaration
in the VAT Returns/Income Tax Returns/eSales Reports/Summary List of
Sales and data analysis using Computer Assisted Audit Tools and
Techniques (CAATTS).

PENALTY PROVISIONS:
1. Republic Act No. 10963 (TRAIN Law):

“Section 264-A. Failure to transmit Sales Data Entered on Cash
Register Machine (CRM)/Point-of-Sales System (POS) Machines to the
BIR’s Electronic Sales Reporting System. Any taxpayer required to
transmit sales data to the Bureau’s electronic sales reporting system but
fails to do so, shall pay for each day of violation, penalty amounting to one-
tenth of one percent (1/10 of 1%) of the annual net income as reflected in
the taxpayer’s audited financial statement for the second year preceding the
current taxable year for each day of violation or Ten Thousand Pesos
(P10,000), whichever is higher: Provided, That should the aggregate
number of days of violation exceed one hundred eighty (180) days within a
taxable year, an additional penalty of permanent closure of the taxpayer
shall be imposed: Provided further, That if the failure to transmit is due to
force majeure or any causes beyond the control of the taxpayer the penalty
shall not apply.

Section 264-B. Purchase, Use, Possession, Sale or Offer to Sell,
Installment, Transfer, Update, Upgrade, Keeping or Maintaining of
Sales Suppression Devices. Any person who shall purchase, use,
possess, sell or offer to sell, install, transfer, update, upgrade, keep, or



maintain any software or device designed for, or is capable of: (a)
suppressing the creation of electronic records of sale of transactions that a
taxpayer is required to keep under existing tax laws and/or regulations; or
(b) modifying, hiding, or deleting electronic records of sales transactions and
providing a ready means of access to them, shall be punished by a fine of
not less than Five hundred thousand pesos (P500,000) but not more than

Ten million pesos (P10,000,000), and suffer imprisonment of not less than
two (2) years but not more than four (4) years: Provided, That a cumulative
suppression of electronic sales record in excess of the amount of Fifty
million pesos (P50,000,000) shall be considered as economic sabotage and
shall be punished in the maximum penalty provided under this provision.”

2. National Internal Revenue Code (NIRC) of 1997:

“SEC. 250. Failure to File Certain Information Returns. - In the
case of each failure to file an information return, statement or list, or keep
any record, or supply any information required by this Code or by the
Commissioner on the date prescribed therefor, unless it is shown that such
failure is due to reasonable cause and not to willful neglect, there shall, upon
notice and demand by the Commissioner, be paid by the person failing to
file, keep or supply the same, One thousand pesos (1,000) for each failure:
Provided, however, That the aggregate amount to be imposed for all such
failures during a calendar year shall not exceed Twenty-five thousand pesos
(P25,000).”

3. RMO No. 7-2015 (The Revised Consolidated Schedule of Compromise
Penalties for Violations of the National Internal Revenue Code)

4. Sanctions as provided under RMO No. 12-2012, RMO 10-2005, RMO 21-2015
and RMC No. 71-2003 for the revocation of the Permit to Use/ Certificate of
Accreditation due to violations committed by the taxpayer

The pertinent provisions of the Sworn Statements required to be submitted
by all Authorized Users and/or Authorized Representatives of taxpayers with
POS/CRM/Sales Receipting Software/Computerized Accounting System and/or any
other similar business machines, all suppliers including pseudo-suppliers of sales
machines and/or sales receipting system, and printers when they apply for Permit
to Use/Accreditation are quoted herein as follows:

“That in the event that the foregoing be discovered to be in violation
of existing rules and regulations, | hereby undertake to face any legal
sanctions and pay corresponding penalties thereof as provided for
under the National Internal Revenue Code of 1997.”

Such Sworn Statements shall serve as one of the justifications for the bureau
to enforce the corresponding sanctions and penalties.



These additional guidelines clarify the existing issuances in order to establish
a standard monitoring mechanism that will enhance voluntary compliance.

All internal revenue officials and employees are hereby enjoined to give this
Circular as wide a publicity as possible.

(Original Signed)
CAESAR R. DULAY
Commissioner of Internal Revenue



