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

January 21, 2010

REVENUE MEMORANDUM ORDER NO. 7-2010

Subject : Guidelines and Procedures in Handling tdretNotices
Generated Thru Tax Reconciliation SystéifRS) and
Reconciliation of Listing for Enforcement SystenHREF)/
Third Party Matching - Bureau of Customs (TPM-BQizta
Program for the Year 2008

To : All Internal Revenue Officers and Others Concerned

|. OBJECTIVE

This Order is being issued to provide for enhancegmim handling Letter Notices (LNSs)
for taxable year 2008 generated thru the Tax Rekatmen System (TRS),
Reconciliation of Listing for Enforcement SystemHREF)-Summary List of Sales and
Purchases (SLSP) and Third Party Matching-BureauCo$toms (TPM-BOC) Data
Program to promote a more effective system foBHeand the taxpayer.

IIl. COVERAGE

This Order shall cover the income, value-addedceenge and withholding tax
liabilities for taxable year 2008 of individual andrporate taxpayers registered under the
Large Taxpayers Service — Regular, Excise & LTD@d Revenue Regions No. 4 — 9
who were issued LNs based on the TRS and ConseidRELIEF- SLSP and TPM-
BOC Data Programs.

lll. POLICIES

1. As provided for under existing Revenue Memorandurde® (RMO) on TRS (i.e.,
RMO No. 28-2007, as amended by RMO No. 4-2008),LIREE/SLSP System (i.e.
RMO No. 30-2003, as amended by RMO Nos. 42-20022@4, 32-2005 and 21-
2006) and TPM-BOC Data Program (i.e., RMO No. 38£0s amended by RMO
Nos. 46-2004, 32-2005, 21-2006, 32-2007 and 36-gQa8payers with discrepancy
on their income, sales and/or purchases (domestimported) shall be notified of
such findings through the issuance of an LN (SeeeXrfA” for TRS-LN and Annex
“A-1" for RELIEF-LN).
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2. LNs covering taxable year 2008 shall be deployesttdan the parameters
set by (a) Withholding Tax Division (WTD) for TRS\Ltogether with the
Details of Withholding Agents/Payors and Payeesfime Recipient
Report (DWAPR); and (b) Audit Information, Tax Exgtions and
Incentives Division (AITEID) for RELIEF-LN togethewith the Details of
Taxpayer’'s Customers/Suppliers (DTCS) and/or Detafl Importations
with Return Information Matching (DIRIM), via thaformation Delivery
Portal (IDP), as the case may be, and shall be oapgdr by the
Commissioner of Internal Revenue (CIR), through theer-all Head
LNTF.

3. TRS-LNs covering taxable year 2008 shall be codatdid with RELIEF-
LNs and shall be handled by the same investigaiffige (RO who shall
handle TRS-LN shall be the same RO to handle RELIEF-LN) wherein the
report of investigation / verification shall be arded to the Office of the
Commissioner of Internal Revenue (OCIR) AttentidDver-all Head
LNTF for proper disposition.

4. The CIR shall create an LN Task Force (LNTF) in tational Office
(N.O) to handle LNs for taxable year 2008. The [EN%hall be a
composite team of Revenue Officers—Assessment @®O&om the
Revenue District Offices, Large Taxpayers Servicad aother
divisions/offices in the National/Regional Officacawill be assigned in a
concurrent capacity to be covered by a Revenuei@@er (RSO). The
LNTF — N.O. under this Order shall be supervisedtiiyy OVER-ALL
HEAD LNTF. Consolidated LNs covering taxable ye@0& shall only be
deployed after validation by the LNTF.

5. The LNTF/ concerned investigating offices shall gaie® a Follow-up
Letter (Annex “B”) and serve the same to the taxgpal/no response was
received aftefive (5) days from receipt by the taxpayer of the LN.

In the event a taxpayer who has been issued arefutes the discrepancy,
he/shelit shall be given an opportunity to recanbilk/her/its records with
those of the BIR within ten (10) days from receaphis/her/its LN and to

submit documentary proofs in support of his/hedriguments.

If after ten (10)days from receipt of Follow-up Letter, no respomses

received from the taxpayer, or he/she/it fails tdorsit the required
documents after filing the protest within the fiy®8)-day period after
receipt of the LN, the LNTF/ concerned investiggtoffice shall endorse
the docket and recommend to the OCIR through ther-@V Head LNTF
the issuance of an issue-based LA to cover spaliifitincome, Value-

Added, Percentage and Withholding Taxes Due to rBgsmcylies
Reflected in the LN”. A Notice for Informal Conferee together with the
LA shall be served to the taxpayer.

If the taxpayer fails to settle his/her/its incorvajJue-added, percentage
and withholding tax liabilities resulting from LNistrepancy/ies within
five (5) days from receipt of Notice for Informab@ference and LA, the
LNTF/ concerned investigating office shall endotbe docket to the
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OCIR Attention: Over-all Head LNTF for any or a coimation of the
following actions:

(1) The issuance of the Preliminary Assessment Notice
(PAN)/Final Assessment Notice (FAN) in accordangththe
provisions of Revenue Regulations (RR) No. 12-99;

(2) If the under declaration is 30% or more, the tagpapay be
recommended for the imposition of administrativacs@an of
suspension and temporary closure of business iordaace
with the provisions of RMO No. 3 — 2009 (Oplan Kadd);

(3) The issuance of the compulsory process of Subpdertes
Tecum (SDT). The issuance and enforcement of the BDst
be made in strict compliance with the procedureseiated in
RMO No. 35 - 1990 and RMO No. 9 - 2003 requiring th
taxpayer to appear before the OVERALL HEAD LNTFuhr
the LN Secretariat for the presentation or produrctof his
books of accounts and other accounting recordbeltaxpayer
fails, refuses or neglects to comply with the summo
contained in the SDT, the LNTF/concerned invesiigpoffice
shall endorse the docket to the appropriate leffaleoin the
National or Regional Offices under its respectivasgdiction
for the filing of a criminal case for violation &ection 266 of
the NIRC of 1997, as amended. The investigatinghtetice
shall likewise endorse the docket to the OCIR Atten Over-
all Head LNTF for the issuance of the Preliminargs@ssment
Notice (PAN)/Final Assessment Notice (FAN) in ac@mce
with the provisions of Revenue Memorandum CirciNar 23
—2000.

6. For LNs being handled by the Revenue District @ffilRDO)/Large
Taxpayer Regular Audit Divisions (LTRAD)/Large Tayers Excise
Audit Divisions (LTEAD)/Large Taxpayers District fifes (LTDO)
originally assigned (with LAs issued whether theestigation is on-going
or terminated) or assumed (referred by the LNTH)e tespective
investigating offices shall resolve the LN discne@a within thirty (30)
days from receipt of the original/referral assigmise After the lapse of
the thirty (30) day period and there is no resolutr action taken, except
when the investigation office recommends for theniadstrative sanction
of suspension and temporary closure of businessrdREO No. 3 — 2009
or recommends for the issuance of an SDT, the LINb&ireferred back,
without delay, to the LNTF which shall immediaté#ke-over the case for
resolution of the LN discrepancy.

For LNs being handled by the LNTF, whether origynalssigned (LNs
without LAs) or assumed (referred by RDO/LTRAD/LTBEALTDO), the

LNTF shall resolve the LN discrepancy within six60) days from receipt
thereof. After the lapse of the sixty (60) day pdriand there is still no
resolution or action taken thereon, except whenitikestigation office
recommends for the administrative sanction of sosipa and temporary
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closure of business under RMO No. 3 — 2009 or recends for the
issuance of an SDT, the LN will be referred, withalelay, to the
appropriate investigating office which has jurigaino over the principal
place of business of the concerned taxpayer and issestigating office
shall immediately take-over the case for resolutibthe LN discrepancy.

A list of Revenue Officers (ROs) who failed to cdynwith the 30/60 day
rule will be forwarded to the Inspection Service tioe issuance of a show
cause order. Appropriate sanctions against eRi@g will be imposed, if
warranted. “Revalida” of selected audit reportsmfestigation of erring
ROs will be conducted. Reward for exemplary perfamoe awaits those
with excellent accomplishments.

7. If there is an on-going audit/investigation purduman LA for taxable
year 2008 in accordance with the applicable audiggiam (i.e. RMO No.
19-2009 for taxable year 2008, etc.) issued paoLN deployment, the
LNs (TRS and/or RELIEF) shall be consolidated wvitie corresponding
LA. The TPI (third-party information) reflected the said LNs shall be
properly utilized and the extent of its utilizatishall be included in the
report of investigation by the concerned RO. Thicgmf non-closure of
2008 LA without the resolution of the LN will beristly enforced. The
LNTF/HEAD-LNTF in such cases shall review the uatliion of the TPI
which resulted to the discrepancy/ies reflectetheLNs.

8. The deficiency income, value-added, percentage vaititholding taxes
shall be computed using the formulas prescribedhen Computation
Sheets hereto attached ( See Annexes “C”, “C-12*CC-3", “C-4").

9. LNs which remain unserved due to failure to loctdie taxpayers after
exhausting all possible means (e.g., verificatidimut MERALCO,
telephone directories, search thru the interneC,S&Ssistance from the
Barangay Captain/Business and Licensing OfficénefliGU) shall be sent
by registered mail to the office address indicartetthe LN.

If the LN sent by registered mail was returned éader, the LNTF may
recommend the cancellation of the registrationa@payers that cannot be
located. A list of unlocated taxpayers with careeltegistration shall be
published in two (2) newspapers of general circtat Unless the
purchasers will be able to give the current busineddress of the LN
recipient to the BIR, the purchases from these ag@s with cancelled
registration shall not be allowed as deduction ifmome tax purposes.
Likewise, input taxes from these purchases willdallowed for VAT
purposes.

“Returned to Sender” LNs shall likewise be endorse®RD, in case of
RDOs; to OACIR-LTS, in case of TRAG/LTEAD/ LTDO; a0 HEAD
LNTF in case of LNTF Attention: AITEID for inclusioin the cancelled
registration database.

10. For taxpayer issued with an LN who transferred riotlaer investigating
office, the RDO/LTRAD/LTEAD/ LTDO shall forward th&N together
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11.

12.

with the DWAPR/TCS/DIRIM and documentary proofs tftee OCIR
Attention: AITEID for validation/cancellation. AITIE shall refer the
same to Systems Operations Division (SOD) for regsion.

In the event that the case with LA is already teated before the LN is
issued, the Assessment Division (AD) Regional @fficRkeviewing Office
— Large Taxpayer Service (LTS) shall forward thelsd of the closed
case to the LNTF. The LNTF will ascertain whetliee discrepancies
reflected in the LNs were considered in the repbihvestigation. If the
discrepancies were not included, the LNTF shalpare the appropriate
recommendation to the CIR thru the Overall Head ENfbr appropriate
review and approval. The LNTF may at its optionwfard the LA docket
together with the LN/s to investigating office ththe Assessment Division
(AD)/Reviewing Office — Large Taxpayer Service (ROS) for
appropriate action. If the discrepancy was consdlethe LNTF shall
recommend for the cancellation of the said LN/sh® OCIR. The OCIR
shall refer the same to AITEID for final validatiamd/or cancellation.

In all cases, the concerned investigating officallsiorward the LN with
LA tax dockets (which contain LN discrepancy fingnand photocopies
of the Memorandum Audit Report, Working Papers shgwthe
reconciliation done and BIR Form 0500 Series) ® EINTF within ten
(10) days after payment of deficiency tax(es) fppraval thereof. The
LNTF shall conduct review and evaluation of dockatsaction taken on
the LNs with LA as to extent of LN discrepancy ization/payment and
forward the same to the OCIR, Attention: AITEID &ppropriate action.

In case the taxpayer files a protest against PANFRd requests for
reinvestigation/reconsideration, the investigatingam/offices shall
forward the request to the Head-LNTF for evaluatainthe protest in
accordance with the provisions of RR No. 12-99.

a. If the protest is valid, the LNTF shall refer thase to the
concerned investigating office for appropriate @tton the request
for reinvestigation.

I. The RDO/LTRAD/LTEAD/LTDO/LNTF shall act on the
protest based on pertinent revenue issuances.€epoet rof
the investigation, whether the taxpayer settles tais
liabilites or not, must be forwarded by the
RDO/LTRAD/LTEAD/LTDO/LNTF, together with the
docket of the case to the LNTF not later than ) ¢days
after payment or action on the protest.

ii. The LNTF shall conduct review and evaluation of laais
on actions taken on the LNs as to the extent of LN
discrepancy utilization/payment.

iii.  After review by the LNTF, the docket shall be forded to
OCIR for approval thereof.
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13.

14.

15.

b. If the protest, however, is not valid, the taxpagieall be informed
in writing by the OCIR that his request for investiion has been
denied and the case shall be referred to the appteBIR office
to effect collection of the deficiency tax(es).

In case the taxpayer agrees with the findings @uldry the LNs, an
“Agreement Form” shall be executed by the taxpager his duly
authorized representative indicating there in thants and dates when
the deficiency tax(es) shall be paid. The conakrngestigating offices
(RDO/LTRAD/LTEAD/LTDO/LNTF) shall prepare BIR ForriNo. 0611-
A which shall serve as the basis for the paymentlaifciency tax(es)
according to the following criteria:

i. P1,000,000.000rless..... ...... ACRS/RD

ii.  Over P1,000,000 uptoP5M...... Head-LNTF
iii. OverP5MuptoP1OM.......... Overalladd.NTF
iv. OverP1OM.................. RCI

The taxpayer shall be entitled to the abatemenntefests and penalties
provided he pays the deficiency tax(es) withint}h{BO) days from receipt
of the LN covering taxable year 2008. Any paymehttax liabilities
beyond the 30-day period shall be assessed withctreesponding
interests and penalties.

Installment payment shall be allowed in cases wlibeetax liabilities

exceed five hundred thousand pesos (P500,00010@)id case, a written
request for installment payment of the basic tag pllus increments using
the Application for Installment Payment (Annex “D”jnust be

accomplished. The interest corresponding to thsicbéax due per
installment shall be computed up to the date ohpayt as shown in the
application. The aforesaid request shall be filéih whe Head-LNTF who
shall recommend to the Overall Head LNTF the apgldisapproval

thereof in accordance with the following:

a. If the amount payable exceeds five hundred thougzewmbs
(P500,000.00) but not more than three million pgR&0M),
payment may be done in two (2) equal monthly ihsiahts;

b. If the amount payable exceeds three million pe&&0M) to
but not more than ten million pesos (P10M), paynmaay be
done in three (3) equal monthly installments;

c. If the amount payable exceeds ten million peso®NP1the
request for installment payment scheme shall bgesubo the
review and recommendation of the Overall Head LNirfel
approval of the CIR.

In case of default of any installment payment, ridr@aining balance shall
become due and demandable immediately without potce to taxpayer.
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All applications for installment payments shall tsgned by the
Recommending Officer. The LNTF-Secretariat shalleketrack of
payments of taxpayers with requests for installnpatyiments and indicate
the same in the appropriate columns provided inMloathly Collection
and Status Report on Letter Notices for TY Anngx “E”) for
submission to OCIR/OACIR-CS, Attention: AITEID withten (10) days
following the close of each month.

16.The settlement and payment of the deficiency tax(esler an LN or
issue-based LA by a taxpayer shall not precludeBilneau from issuing
an LA/TVN covering the comprehensive audit/investign of his tax
liabilities, if warranted. However, any paymentdsficiency tax(es) shall
be credited against any assessment that may be loyaithe investigating
office pursuant to an LA/TVN provided the discrepas disclosed by
said audit/investigation are of the same naturethess discrepancies
reflected in the LN.

17.In all cases, the RDO/LTRAD/LTEAD/LTDO/LNTF shabtdward the LN
dockets (which contain LN discrepancy findings)tie LNTF within ten
(10) days after payment of the deficiency tax(es)approval thereof. The
LNTF shall conduct review and evaluation of dockatsactions taken on
the LNs as to the extent of LN discrepancy util@atpayment. The LNTF
shall forward the LN dockets to the Head-LNTF farther review and
evaluation prior to the approval of the OCIR.

18.The audit report on collections/assessments basethe discrepancies
reflected in the LN (TRS and/or RELIEF) togethethaihe LN docket of
the case shall be forwarded to AITEID after revieywthe LNTF/HEAD-
LNTF/OVERALL HEAD — LNTF/OCIR.

19.Revenue Memorandum Circular No. 40-2003 provides ItiNs issued to
taxpayers can be considered notice of audit/ingastin insofar as the
amendment of any return covering the period refen@ in the LN.
Accordingly, a taxpayer is disqualified from amerglhis return covering
the period referred to in the LN upon issuancehef $ame. Furthermore,
CTA Case No. 7093 dated February 22, 2006 statas“tiNs issued
against a taxpayer in connection with the inforomatf under declaration
of sales and purchases gathered through Third Rddgmation Program
may be considered as a “notice of audit or invasibg” in the absence of
evident error or clear abuse of discretion.”

20.The guidelines and procedures in handling LNs afosién under RMO on
TRS (i.e., RMO No. 28-2007, as amended by RMO N20d@8); RMO on
“RELIEF’/SLSP System (RMO No. 30-2003, as amenbgd®RMO Nos.
42-2003, 24-2004, 32-2005 and 21-2006) and RMO BM-BOC Data
Program (i.e., RMO No. 34-2004, as amended by RM®. N6-2004, 32-
2005, 21-2006, 32-2007, 36-2008, RMO 17-2009) stwitinue to remain
in force for LNs issued for TY 2007 and prior years
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21. All activities relative to validation, deploymenhd monitoring of TRS-
LNs by the WTD shall continue to be in force for £ Msued for taxable
year 2008 except those portions inconsistent hénewi

22. All activities/accomplishments of the LN Task Fdmeestigating offices
relative to this Order shall be monitored onlineuttihe IDP by the
OCIR/OVERALL HEAD LNTF through WTD/AITEID under thee-
Correspondence Monitoring System (eCMS)/Letter &éotMonitoring
System (LNMS) based on access rights and privilegasted to those
offices.

IV. GUIDELINES AND PROCEDURES

A. Systems Operations Division(SOD)/Information Sstem Developments
Service (ISDS)

1. Activate the processes needed for Consolidated LN
(TRS/RELIEF/BOC) generation covering taxable ye@d& based
on the discrepancy threshold set by the WTD/AITBEapproved
by the CIR.

2. Inform, in writing or thru e-mail, the WTD/AITEID o the
generation, via the IDP, of the new batch of caodstéd
(TRS/SLSP/BOC) LN packages consisting of the foltayy

a. List of taxpayers with issued LNs sorted by Revenue
Region (RR)/RDO/ or Investigating Offices under ¢ear
Taxpayers Service(LTS);

b. System-generated LNs;

c. Details of Withholding Agents/Payors and Payeestine
Recipient Report (DWAPR);

d. Details of Taxpayer's Customers/Suppliers (DTC8&Y a

e. Details of Importations with Return Information Mhing
(DIRIM).

3. Provide system access rights and privileges to ADT®r TRS-
LN information.

4. After the new Consolidated LN packages are valdidig the
WTD/ AITEID, with the assistance of the LNTF, infoyin writing
or thru e-mail, the Head-LN Task Force, and the RCTS, the
concerned Regional Director (RD) on the deploymeatthe IDP
of the new batch of Consolidated LN packages.

5. Publish the new Consolidated LN packages to theTkaSk Force
and to the concerned investigating offices for bdexajear 2008 in
the IDP or print the new Consolidated LN packagesthe
investigating offices channel in the IDP is not i&al@de and
forward the same to WTD/AITIED for deployment to
LNTF/investigating offices.

Page 8 of 18



6. Receive from WTD/AITEID the List of Approved LNs ffo

cancellation/closure by OVERALL HEAD LNTF and reftethe
same to the LNMS.

Regenerate Consolidated LNs together with

the

DWAPR/DTCS/DIRIM of taxpayers who transferred their

respective registration.

B. Audit Information Tax Exemption and Incentives Division (AITEID)

1.

Spell out the parameters for the issuance and viegot of
Taxable Year 2008 LNs based on the policy directadntop
management for approval of the CIR.

Set the threshold on LN discrepancies before thgadion of the
processes needed for generation.

Acknowledge, in writing or via e-mail, receipt frothe SOD of
information on the generation via the IDP of thevrieatch of LN
packages.

Validate, with the assistance of the LNTF, the ridw RELIEF
packages before deployment of the same via the IDP.

Direct the concerned investigating offices to davawal and print
the new LN package for service of the LNs, togetiwéh the
DTCS/DIRIM, to the concerned taxpayers.

If the IDP is not available, receive the new LN kages from SOD
and effect deployment to the concerned investigatifices.

Receive from the concerned Reviewing Office thrul®CGhe
following LNs with LA tax dockets for validations:

a. For cancellation of LNs, if the discrepancy wassidered
in the audit case of taxpayers issued LNs;

b. For closure of LNs on paid LAs, if the discrepaneggs
considered in the audit case of taxpayers witheiddLNSs;
and

c. LNs with Integrated Tax System (ITS) error (due
erroneous encoding, timing difference, etc.)

Receive from the investigating office thru OVERALHEAD

LNTF the LN case recommended for cancellation/aesto
LNMS for evaluation and validation, and forward teame to
OCIR for approval thereof.

Forward to SOD/ISDS the abovementioned LNs (Item@Nand 7)
for online updates on the status of all LNs via b to LNMS
after the evaluation and approval of the OCIR
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9. Receive from concerned Investigation Offices thra LNTF the
Monthly Status Report on Consolidated SLSP/BOC @andRS
Letter Notices (Annex “E”.)

10.Monitor compliance by the concerned investigatirffjces, in
providing online real-time updates on LN status amdlection
relative to LNs downloaded by the said offices

11.Perform overall monitoring, via the IDP, of LNs ugsl based on
real-time online updates provided by the LN Task
Force/lnvestigation Office and other concerned ceffi granted
access rights and privileges.

12.Provide top management with consolidated reportd.Nnstatus
and collections as may be required.

C. Withholding Tax Division

1. Spell out the parameters for the issuance and geyelot of 2008
TRS LNs based on the policy direction of top mamaget for
approval of the CIR.

2. Set the threshold on LN discrepancies before thigadion of the
processes needed for generation.

3. Forward LN information to AITEID for validation wht the
assistance of the LNTF.

D. Investigating Offices (LNTF/LTRAD/LTEAD/LTDO/RD O)

1. Acknowledge, in writing or thru e-mail, the receipt directive
from the OCIR for downloading and printing of theewn
Consolidated LN packages from the IDP. If the inigaging office
channel in the IDP is not available, receive froffAD the print
out of the new Consolidated LN (TRS/RELIEF/BOC) keges for
deployment.

2. Download from the IDP the new consolidated LN padsa
consisting of the following:

List of taxpayers with issued LNs sorted by RR/RDO
System-generated LNS;

DWAPR

DTCS; and

DIRIM.

®op o

3. Print the contents of the consolidated LN packagésin three (3)
days from downloading of the same. If the IDP clens not
available, receive from AITIED print out of the né&®onsolidated
LN packages for deployment.
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4. Assign the consolidated LNs to the ROs for appadpriaction
(e.g., review, evaluation and validation of thecdépancies) and
serve them personally to the concerned taxpayershrugh
registered mail with Registered Return Card, togetwith the
DWAPR/DTCS/DIRIM.

5. Request from the LN Recipient to furnish the sadpies of the
Summary List of Sales, Summary List of Purchasdseal and
Imported and Annual Alphalist of Expenses subjecEWT from
the LN recipient.

Request should also be made to the RDO who hasljction over
the LN Recipient to provide the LNTF with the sofipies of the
Summary List of Sales, Summary List of Purchasdseal and
Imported and Annual Alphalist of Expenses subjecEWT from
the LN recipient. The RDO should reply within fi(®) days from
receipt thereof. If there is none filed, the RDCouwd issue a
certification to that effect. Failure to comply withe five (5) day
deadline will be dealt with appropriately.

If the LN recipient will not comply with the requesnd a negative
certification has been issued by the concerned RDB®jssuance
of the compulsory process of Subpoena Duces Te&Di ) shall
be recommended.

6. Match the data in the summary lists with the digarey(ies)
stated in the LN; thereafter send a Confirmatioqust from TPI
sources attesting to the veracity of the data dweduin the LN
package (Annexes "F-1" and "F-2").

If no response is forthcoming from the TPI souriterahe lapse of
five (5) days from service of the Confirmation Regt the RO
may consider the data in the LN package to be angk correct.
The RO may recommend either the issuance of a rhamuar
issuance of an LA or the filing of a perjury cagmiast the TPI
source for declaring overstated purchases/ undedssales.

If the LN recipient does not agree with the figudéscrepancy(ies)
reflected in the LN, the LN recipient must be reqdi to execute a
sworn statement to that effect and state his tmeé eorrect

sales/purchases. ( Annex “G”).

7. Maintain a separate record of all consolidated BBsigned to ROs
for accountability. Said record shall contain thelldwing
information:

LN Number (system-assigned control number);
Name of Taxpayer with issued LN;

TIN of taxpayer;

Period Covered;

Name of RO assigned to handle the LN;

®oo o
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f. Date of Assignment; and
g. Remarks.

8. Refer to AITEID the LNs with ITS error and transfet (with ITS
updates and print out on REG on ITS) taxpayers réview,
validation and regeneration.

9. Forward to AITEID the LNs recommended for canceafclosure
to LNMS for review and evaluation.

10.LNs which remain unserved due to failure to lodhke taxpayers
after exhausting all possible means (e.g., MERAL@ephone
directories, search thru the internet, SEC, assuistafrom the
Barangay Captain, Business and Licensing Officehef LGU)
shall be sent by registered mail to the office addrindicated in
the LN.

If the LN was returned to sender (RTS), the LNTFyma
recommend the cancellation of the registration efpayers that
cannot be located.

11.Issue a Follow-up Letter (Annex “B”) if the taxpayéails to
respond within fifteen (5) days from receipt of t¥.

12.1f the taxpayer interposes no objection to the réigancies in the
consolidated LN and agrees to pay the requiredstathin thirty
(30) days from date of receipt thereof, collect Hasic income,
value-added, percentage and withholding taxes witherest and
penalties using the formulas prescribed in AnnégrsC- 17, “C-
2", "C-3” or “C-4"as the case may be. Require himexecute an
“Agreement Form”. If payment will be made beyone tBO-day
period, collect the total amount due with the cgpanding
interests and penalties. The payment of deficigag{es) shall be
made using BIR Form No. 0611-A in accordance wikie t
conditions stated in Item 111 (13).

13.1f no response was received from the taxpayer ditien (15)
days from receipt of Follow-up Letter, or he faits submit the
required documents after filing his protest withie fifteen (15)-
day period after receipt of the LN, prepare issasell LA to cover
specifically “Income, Value-Added, Percentage andhtoblding
Taxes Due to Discrepancy Reflected in the LN” fmgnature of
CIR. Cause the service of Notice for Informal Coefee together
with approved LA to the taxpayer. If taxpayer faits settle his
income, percentage, value-added and withholding liabilities
resulting from consolidated LN discrepancy withifteen (15)
days from receipt of the Notice for Informal Cordece/LA,
endorse the docket to CIR for issuance of PAN oNFa&s the case
may be, in accordance with RR No. 12-99.
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14.Act on all protests by the taxpayers within thdefin (15)-day
period after receipt of the protest letter.

15.Receive from taxpayer who refutes the accuracyheffigures in
the consolidated LN (due to erroneous encodinguer t timing
differences) documentary proofs, reconciliationesttiies, etc. in
support of his/her/its arguments within the fifte@®)-day period
from receipt of the LN. Evaluate, review and congpuhe
deficiency income, value-added, percentage andhaitling taxes
based on the corrected/adjusted taxable base pusments. If
there are no documentary proofs or the documeméayyirements
submitted by the taxpayer within the prescribedgoem support
of his protest are incomplete, follow the procedutader Number
13 of this Iltem.

16.Receive from taxpayer Application for Installmentyment
(Annex “D”). Evaluate, review and recommend appfoshthe
same if it is in accordance with the conditions emdem Il (15)
hereof. However, if there is a deviation from tre/ment scheme
under the same paragraph, prepare recommendation
approval/disapproval of the said application by:

a. the Overall Head LNTF, if the amount payable isrdee
hundred thousand pesos (P500,000.00) up to tdiomil
pesos (P10M); and

b. the CIR, if the amount payable is over ten millipasos
(P10 ten million pesos (P10M). The payment shaknaele
using BIR Form No. 0611-A.

17.Receive dockets from the RD/ACIR-LTS/CIR to actpotest by
taxpayers requesting reinvestigation relative te ttN cases
already issued PAN or FAN, as the case may be.

18.Forward to the RD/ACIR-LTS/CIR tax dockets withiant (10)
days after payment of the deficiency tax(es) fqorapal thereof.

19. Prepare and submit Monthly Collection and StatusdReon Letter
Notices for TRS/RELIEF/BOC TY (Annex “E"p t
ORD/OACIR-LTS/OCIR, Attention: AITEID, as the caseaybe,
within ten (10) days following the close of eachntio

20.Monitor and keep track the payments of taxpayets approved
requests for installment payments. In case of delflsutaxpayer of
any installment payment, collect the balance imiaedy plus the
corresponding interests and penalties without pmotice to
taxpayer.

21.Follow, whenever applicable, the procedures priksdriunder

RMO Nos. 30-2003, 42-2003, 24-2004 and 34-2004amasnded
by RMO Nos. 46-2004, 32-2005, 21-2006, 28-2007203Q27,36-
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2008 and 17-2009 insofar as the verification of dbBons on LN
discrepancy are concerned.

22.Provide real-time online updates on the statuslloéansolidated

LNs via the IDP based on access rights and priedegranted to
the concerned investigating office.

23.Monitor and evaluate the performance of ROs retatos the LNs

assigned to them based on set key performanceatodic

D. Office of the Regional Director/Large Taxpayers Serice — Regular,
Excise & LTDOs

1.

Receive from the concerned Investigating Officesu tAD/RO-
LTS the consolidated LN dockets with reports oronemendations
for payment of the tax discrepancies and approsajirove the
same if amount payable is one million pesos (P10@) or less,
in accordance with the conditions under Item 1B)(hereof.

Receive from the concerned Investigating Officesu tAD/RO-

LTS for transmittal to the LNTF the consolidated dWckets with
recommendations for payment of the tax discrepanaieere the
amount payable is more than one million pesos (R10D0).

Receive from the concerned Investigating Officesi tAD/RO-

LTS the consolidated LN dockets with reports ororemendations
of applications on requests for installment payrmmentere the tax
liabilities exceeds five hundred thousand pesds0Q@F00), in
accordance with the conditions under Item Il (1®reof and
forward the same to the Head-LNTF for review.

Receive from the concerned Investigating Officesu tAD/RO-
LTS and forward to the OCIR through the Overall 8i&NTF all
cases for assessment of 2008 consolidated LN giscog(ies) for
the preparation and approval of the PAN/FAN.

Forward to the OCIR through the Overall Head LNTIFcases for
payment where the amount payable is more than dlfiermpesos
(P1,000,000).

Approve and sign recommended LN with LA tax dockigtsoto
copy of the entire docket for both RELIEF and TRf®y
cancellation/closure/with ITS error by the inveatigg office thru
AD/RO-LTS and forward the same to OCIR through @werall
Head LNTF, attention AITIED for appropriate action.

. Receive from the concerned investigating office tdenthly

Collection and Status Report on Letter Notices Tor
(Annex “E”) within ten (10) days following the clesof each
month.
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8.

Monitor compliance by the concerned offices in pdovg online
real-time updates on consolidated LN status.

F. Over-all Task Force Head - OCIR

1.

Receive and evaluate the report of investigatiaerification on
2008 consolidated LN discrepancy(ies) and reviesntha case may
be, the utilization of the third-party informatiofTPIl) which
resulted to the discrepancylies reflected in thes ldéployed to
offices other than the LNTF.

Supervise the LNTF who shall handle the consoldiafd for the
taxable year 2008 in the National Office (N.O).

Require the concerned investigating offices to stbeport on
collections/assessments based on the discrepaefiested in the
LNs (TRS and/or RELIEF/BOC).

Receive from investigation offices the consolidatéd dockets
with reports on recommendations of applicationsrequest for
installment payment and approve/disapprove the same

Approve and sign LA to cover specifically Incomealie-Added,
Percentage and Withholding Taxes Due to Discrep&efjected
in the consolidated LN as recommended by the LNk Fasce.

Approve and sign PAN/FAN forwarded by the LNTF/ACIR
LTS/RD in accordance with the provision of RR N2-99.

Monitor compliance by the concerned offices in pdovg online
real-time updates on consolidated LN status.

G. LNTF Secretariat

1.

2.

Maintain a separate record of all consolidated bblsigned to ROs
for accountability. Said record shall contain thelldwing
information:

LN Number (system-assigned control number);
Name of Taxpayer with issued LN;

TIN of taxpayer;

Period Covered;

Name of RO assigned to handle the LN;

Date of Assignment;

Remarks.

@rPpaoop

Monitor compliance by the concerned investigatifiices on the
30/60 day allowable period within which to resolbe LN case
and make a report of non-compliance to the Ovétathd LNTF
for remedial action.
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3. Keep track of the LN progress. If the investiggtoffices fail to
act on the LN within the prescribed number of dalys,Secretariat
shall:

a. Retrieve immediately the LN from the concerned
investigating offices;

b. Notify the concerned investigating offices to temate
the verification and submit all files/documents tte
LNTF;

c. Assign the LN to the TF examiner or to ROs in the
RDOs/LTS, as the case may be;

d. Refer the case of non-compliance with the 30/60 day
rule to the Inspection Service for the conduct of
necessary investigation and imposition of approria
sanctions, if warranted;

e. Notify the TP on the reassignment of the LN using t
format issued by AITEID.

4. Collate the Monthly Progress Reports on LNs depmloggbmitted
by the investigating offices.

5. Prepare the PAN/FAN on deficiency taxes for coltectfrom all
2008 LN cases for the signature of the OVERALL HEANTF.

6. Prepare Payment Form 0611 for the signature ofQW&RALL
HEAD LNTF for all 2008 LN collection cases.

7. Prepare and submit Monthly Collection and StatusdReon Letter
Notices for TRS/RELIEF/BOC TY _ (Annex “E”) to
ORD/OACIR-LTS/OCIR, Attention: AITEID, as the caseaybe
within ten (10) days following the close of eachntio

8. Monitor and keep track of payments of taxpayershvapproved
requests for installment payments. In case of delflsutaxpayer of
any installment payment, collect the balance imiaedly plus the
corresponding interests and penalties without pmotice to
taxpayer.

9. Monitor and evaluate the performance of ROs retatos the LNs
assigned to them based on set key performanceaiodic

10.Receive from the Reviewing Office-LTS (RO-LTS)/Assment
Division (AD) the docket of a terminated 2008 LA ttee LNTF,
upon notice that the previously terminated case been issued
LNs.

11.Receive, evaluate and refer to the investigatifged documents
submitted in compliance to the SDT.

12.Receive dockets with protest letters of taxpayesguesting
reinvestigation from the RD/ACIR-LTS/ CIR for assigent to the
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appropriate investigating offices relative to LNsea already issued
PAN or FAN, as the case may be.

H. Reviewer-LNTF/Reviewing Office-LTS/Assessment Dision

1.

Receive from investigating offices the dockets aomhg the
consolidated LN with DWAPR/DTCS/DIRIM and follow ¢h
prescribed procedures in the review of dockets.

Forward to the RD/ACIR-LTS the consolidated LN detskwith
recommendations for payment of the tax discrepanaieere the
amount payable is one million pesos (P1,000,000)ss.

Forward to the RD/ACIR-LTS for transmittal to theNTF the
consolidated LN dockets with recommendations fgmpent of the
tax discrepancies where the amount payable is rtltag one
million pesos (P1,000,000).

Forward to the RD/ACIR-LTS for transmittal to th&LF all cases
for assessment of 2008 consolidated LN discrepas)yfor the
preparation and approval of the PAN/FAN.

Forward the docket of a terminated 2008 LA caséh® LNTF,
upon notice that the previously terminated case been issued
LNs.

Receive from the LNTF terminated 2008 LA tax dosketith
unincorporated LN deficiency(ies) for referral toetinvestigating
officers for appropriate actions.

Ascertain whether the consolidated LN discreparsy(ivas/were
considered in the report of investigation. If théscdepancy
was/were considered, forward the consolidated LKecdocket
thru the ORD/ACIR-LTS to the OCIR for final reviewas the case
may be. If the discrepancy was not consideredsimnénthe docket
to the concerned investigating office for approteriaction.

l. Inspection Service

1.

Receive from the LNTF Secretariat the list of RawerOfficers
who did not comply with the 30/60 day LN verifiaatirule.

Send a Show-Cause Order to the concerned RO whed fto
comply with the 30/60 day rule.

Conduct the necessary investigation to determimeréason for
non-compliance with the 30/60 day LN verificatiarer.

Impose the appropriate sanctions against any eamgloyee, if
warranted.
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J. Legal Division/Litigation Division

1. Receive from the LNTF/investigating offices reconmaation for
the issuance of Subpoena Duces Tecum (SDT) fauréaibf the
LN recipient to comply with the Request to be fahed with the
soft copies of the Summary List of Sales, Summaist lof
Purchases — Local and Imported and Annual Alphefi§ixpenses
subject to EWT.

2. Forward to the LNTF/investigating offices all doceimts submitted
by the LN recipient in compliance with the SDT.

3. Receive list of LN recipients who did not complythvthe SDT and
file a criminal case for violation of Section 266 the NIRC of
1997, as amended.

4. Receive from the LNTF/investigating offices reconmuation for
the issuance of warrant of distraint and/or war@ngarnishment
to effect immediate collection deficiency incomelue-added,
percentage and withholding tax liabilities resugtiirom LN
discrepancy/ies that were converted into issue cbdsk after
observing the provisions of RR 12-99.

V. REPEALING CLAUSE
All other issuances and/or portions thereof incstesit herewith are hereby
repealed, modified or amended accordingly.

VI. EFFECTIVITY

This Order shall take effect immediately.

(Original Signed)
JOEL L. TAN-TORRES
Commissioner of Internal Revenue

igj
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