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BIR Administrative Requirements

RMC No. 111-2022 dated 26 July 2022

• All departments, agencies, and instrumentalities of the government, including 
state universities and colleges, government-owned or -controlled corporations 
(hereafter, "Covered Agencies"), are hereby directed, and local government 
units (LGUs) are hereby enjoined, to adopt digital payments for their respective 
disbursements and collections.

• All Covered Agencies shall utilize safe and efficient digital disbursement in the 
payment of goods, services, and other disbursements, including in the distribution 
of financial assistance, as well as in the payment of salaries, wages, allowances 
and other compensation to employees.

• All Covered Agencies are mandated to offer a digital mode of collecting payments 
for taxes, fees, tolls, and other charges and impositions. It is understood that this 
Order does not foreclose the acceptance of cash and other traditional modes of 
payment.

• Covered Agencies shall utilize secure payment processing solutions to ensure that 
various digital payment methods are accepted. For this purpose, Covered Agencies 
may engage the services of established Payment Service Providers, provided that 
only interoperable digital payment solutions that are compliant with the National 
Retail Payment System Framework shall be availed.

Subject to existing laws, rules and regulations, the partner Payment Service 
Providers of Covered Agencies shall not be limited to Government Servicing Banks.

• The Department of Finance (DOF), in coordination with the Bangko Sentral 
ng Pilipinas (BSP), Commission on Audit (COA), Department of Budget and 
Management (DBM), Bureau of Treasury (BTR), Bureau of Internal Revenue (BIR), 
and other relevant government agencies, shall issue the necessary implementing 
rules and regulations (IRR), within 90 days from the effectivity of this Order. 
The IRR shall include, among others, the tiering guidelines relative to the 
implementation of digital collections under Section 7 of this Order.

• All Covered Agencies shall ensure the proper transition of their respective 
agencies' disbursement and collection procedures and policies to accommodate 
digital payments towards the full implementation of this Order. Covered Agencies 
shall ensure the continuous delivery of public services during such transition, 
particularly the acceptance of non-digital mode of payments.

• Covered Agencies shall fully implement digital disbursements and digital 
collections in their respective agencies within six months from the issuance of the 
IRR under Section 6 of this Order.

• The implementation of digital payments, however, may be subject to a tiered 
transition period, which shall reflect a differentiated transition timeframe, based 
on the operational readiness and capability of the concerned Covered Agency. 
Such tiered transition period shall be in accordance with the tiering guidelines 
under the aforementioned IRR, and shall not exceed a period of three years from 
the issuance thereof. Covered Agencies which are determined by the Technical 
Working Group (TWG) to be capable of fully adopting digital payments shall be 
required to carry out digital payments within a shorter period, while those which 
are incapable may be allowed a longer period.

RMC No. 111-2022 publishes the 
full text of Executive Order No. 
170 dated 12 May 2022 entitled 
"Adoption of Digital Payments for 
Government Disbursements and 
Collections."
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• This RMC shall take effect immediately upon its publication in the Official Gazette 
or in a newspaper of general circulation. This was published in the Official Gazette 
last 16 May 2022.

RMC 112-2022 dated 4 July 2022

• As clarified under Q&A No. 1 of RMC No. 99-2021, the effectivity of the VAT 
exemption of the covered medicines and medical devices under the CREATE Act 
shall take effect on the date of publication by the FDA of the said updates to the 
said list.

• To view the list of included medicines prescribed for tuberculosis and deletion of 
medicines for COVID-19 treatment to the List of VAT-Exempt Medicines: RMC No. 
112-2022 Annex A.

RMC No. 113-2022 dated July 28, 2022

• As clarified under Q&A No. 1 of RMC No. 99-2021, the effectivity of the VAT 
exemption of the covered medicines and medical devices under the CREATE Act 
shall take effect on the date of publication by the FDA of the said updates to the 
said list.

• To view the list of deleted and corrected medicines prescribed for COVID-19 
treatment in the List of VAT-Exempt Medicines: RMC No. 113-2022 Annex A.

RMC No. 115-2022 dated 19 July  2022

• The suspension of the issuance of Mission Orders (MOs) insofar as authorizing 
Revenue Officers to conduct TCVD, which includes verification of complaints 
involving alleged violation of the 1997 National Internal Revenue Code (NIRC), 
as amended, is LIFTED effective immediately. Strict compliance with the 
existing applicable Rules and Regulations of the Bureau on the issuance and 
implementation of such MOs shall be observed.

• Pursuant to RMC No. 77-2022 dated 30 May 2022, all field audit and other field 
operations of the BIR relative to examinations and verifications of taxpayer's books 
of accounts, records and other transactions are suspended. As such, no field 
audit, field operations, or any form of business visitation in execution of Letters of 
Authority/Audit Notices (LOAs) or MOs should be conducted, nor any new Letters 
of Authority/Mission Orders be further issued, including the conduct of TCVD.

• The issuance of MOs other than for TCVD purposes shall remain suspended until 
further notice.

RMC No. 116-2022 dated on 27 July 2022

• The Circular publishes the 11 July 2022 letter from the FDA, for inclusion of 
medicines prescribed for hypertension, diabetes, high cholesterol, kidney diseases, 
mental illness, and cancer to the published List of VAT-Exempt Medicines under 
the CREATE Act and for deletion of certain medicines prescribed for COVID-19 
treatment previously included in the published List of VAT-Exempt Medicines under 
the same Act.

RMC No. 112-2022 publishes 
the full text of the 27 June 2022 
Letter from the FDA of the DOH 
the inclusion of certain medicines 
prescribed for tuberculosis and 
deletion of medicines for COVID-19 
treatment to the List of VAT-Exempt 
Medicines under the CREATE Act.

RR No. 115-2022 lifts the 
suspension on the issuance of 
mission orders for the conduct of 
TCVD.

RMC No. 116-2022 publishes the 11 
July 2022 letter from the FDA of the 
DOH endorsing updates to the list 
of VAT-exempt medicines under the 
CREATE Act. 

RMC No. 13-2022 publishes the 
full text of the 1 July 2022 Letter 
from the FDA, for the deletion and 
correction of certain medicines 
prescribed for COVID-19 treatment 
previously included in the published 
List of VAT- Exempt Medicines under 
the CREATE Act.
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• As clarified under Q&A No. 1 of RMC No. 99-2021, the effectivity of the VAT 
exemption of the covered medicines and medical devices under the CREATE Act 
shall take effect on the date of publication by the FDA of the updates to the said 
list.

• To view the updated list: RMC No. 116-2022 Annex A.

RMC No. 118-2022 dated 29 July 2022

• The BIR is mandated to issue revenue regulations prescribing the floor price or 
the minimum price of Vaporized Nicotine and Non-Nicotine Products or Novel 
Tobacco Products, considering the sum of their Excise Tax, Value-Added Tax, and a 
reasonable production cost.

• The BIR shall order the immediate recall, ban or seizure from public sale or 
distribution of Vaporized Nicotine and Non-Nicotine Products or Novel Tobacco 
Products not registered with the BIR, including those sold online. This is without 
prejudice to the filing of the appropriate cases and collection of correct taxes and 
duties, including applicable fines and penalties under RA No. 8424, as amended, 
and RA No. 10863 (Customs Modernization and Tariff Act).

• The DTI and the BIR, in consultation with relevant stakeholders, shall design, 
promulgate and utilize new and emerging innovative tools and technologies to 
ensure that only registered Vaporized Nicotine and Non-Nicotine Products or Novel 
Tobacco Products are made available in the market.

• The DTI and BIR shall maintain a list on their website, to be updated monthly, 
of brands of Vaporized Nicotine and Non-Nicotine Products and Novel Tobacco 
Products registered with the DTI and the BIR that are eligible to be sold online.

RMC No. 119-2022 dated 28 July 2022

• The RMC was issued for the information and guidance of all internal revenue 
officers, employees and others concerned of the endorsement of the updated list 
of VAT exempt medicines under the CREATE Act.

• The RMC circularizes the 20 July 2022 letter of the FDA to the BIR, specifically 
including 150mg + 100mg Nirmatrelvir + Ritonavir film-coated tablet to the List of 
VAT-Exempt Medicines.

• To view the updated list: RMC No. 119-2022 Annex A.

Banks and Other Financial Institutions

Guidelines on the Integration of Sustainability Principles in Investment Activities 
of Banks

Circular No. 1149 Series of 2022

Section 153 of the MORB, which provides for the Sustainable Finance Framework, is 
further amended. Environmental and Social Risk Management System (ESRMS) shall 
be articulated in a separate document solely relating to the management of E&S risk or 
embedded in existing documents related to the management of specific risk areas (e.g., 
credit risk management system) while in Credit Risk Management System, banks shall 
consider environmental and social (E&S) risks in defining credit risk appetite.

RR No. 118-2022 issued on 8 August 
2022, publishes the full text of RA 
No. 11900 titled “An Act Regulating 
the Importation, Manufacture, 
Sale, Packaging, Distribution, Use, 
and Communication of Vaporized 
Nicotine and Non-Nicotine Products, 
and Novel Tobacco Products.”

RMC No. 119-2022 issued on 8 
August 2022, publishes the full text 
of the 20 July 2022 Letter from the 
FDA of the DOH endorsing updates 
to the list of VAT exempt medicines 
under the CREATE Act.

Circular No. 1149 regulates and 
covers banks’ investments in the 
banking book. This issuance is part of 
the series of guidelines implementing 
the Sustainable Finance Framework 
issued in April 2020.
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In Investment Activities of Banks, the requirements governing the integration of 
sustainability principles in the investment activities of banks are provided under Sec. 
614. On the other hand, in Operational Risk Management System, E&S risk events can 
cause severe disruption to a bank’s operations.

In Section 614 of the MORB on Investment Activities of BSP-Supervised Financial 
Institutions is hereby amended. These guidelines set expectations on the prudent 
conduct of investment activities and the minimum practices that a bank should 
establish for the management and control of risks associated with investments. These 
guidelines cover all of a bank’s investments in the trading and banking books and 
do not apply to bank’s a) investments that grant control over an enterprise and are 
accounted for using the equity method; b) transactions in derivatives involving stand-
alone contracts, and c) receivables arising from repurchase agreements.

Moreover, it amended the following specific duties and responsibilities of the board of 
directors namely:

• Approve portfolio objectives, overall investment strategies, general investment 
policies, and limits that are consistent with the bank's financial condition and risk 
tolerance. 

• Oversee the integration of sustainability principles and objectives in the bank's 
investment activities and monitor the progress in attaining such objectives 
through the relevant committee it designated pursuant to Sec. 153.

As senior management is responsible for implementing board-approved strategic 
objectives, it shall therefore:

Develop portfolio objectives that set out the acceptable instruments, expected 
business returns, desired asset allocation and diversification parameters, and other 
elements of sound investment management. The portfolio objectives should likewise 
provide how the investment activities will be aligned with the sustainability objectives 
of the bank. Portfolios managed for the purpose of generating short term profits must 
be distinct from those utilized to maintain ample balance sheet liquidity, generate 
accrual income or modify and manage risk profiles.

In setting policies, procedures, and limits, a bank shall be guided by the following:

• Policies and procedures should clearly articulate guidelines for the acquisition and 
accounting of investments. 

• Policies should promote the development of a comprehensive understanding of 
the risks associated with investments prior to acquisition and on an ongoing basis. 
These should require the following:

1. The due diligence review to cover:

• an analysis of the risks and cash flow characteristic of the specific 
investments, especially for products that have unusual, leveraged, or 
highly variable cash flows;

• the assessment of material- E&S risk exposures of the investment as well 
as the issuing company; 

• an analysis of assumed and actual investment exit strategies, particularly 
for securities that are illiquid, not readily marketable, or those found to 
have high E&S risks, and the resulting effect on earnings; and
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• the identification of appropriate methodologies for the allocation of 
capital based on the risk inherent in the bank's investment activities, and 
the identification of all material risks, and their potential impact on the 
safety and soundness of the institution;

2. The due diligence and ongoing reviews are to be performed by qualified 
personnel or a unit independent from the risk-taking function. Any third-party 
analysis independent of the seller or counterparty (e.g., reports prepared 
by investment managers, credit rating agencies, ESG rating organizations 
or external review providers) may only be used to complement a bank's 
own evaluation. The bank should only rely on third-party organizations with 
recognized expertise for their analysis. Notwithstanding any responsibility, 
legal or otherwise, assumed by a dealer, counterparty, or financial advisor 
regarding a transaction, the investing bank is ultimately responsible for 
understanding and managing the risks of the transaction; and

3. The conduct of due diligence reviews for new plain vanilla instruments.

• Policies and procedures should provide the bank's approach for implementing the 
sustainability objectives of investment strategies. For this purpose, a bank may 
adopt any or a combination of the following approaches:

1. lntegration - This approach involves an explicit and systematic inclusion of 
material E&S factors in investment analysis and decisions to better manage 
risks and improve returns. This approach does not require ex-ante criteria for 
inclusion or exclusion.

2. Screening - This approach involves the application of filters to lists of potential 
investments to rule companies in or out of contention for investment, based 
on the bank's risk profile or appetite, preferences, values, or ethics. Screening 
can be categorized as follows:

• Exclusionary screening - refers to avoiding securities of companies or 
countries based on traditional moral values (e.g., issuers belonging to 
the gambling or military weapons industries) or standards and norms 
(e.g., those pertaining to human and animal rights, working conditions; or 
environmental protection). The exclusionary screening may include filters 
on companies whose economic activities do not comply with Philippine 
laws, including environmental laws and regulations.

• Best-in-class selection - refers to preferring companies or countries with 
better or improving E&S performance relative to sector peers. This is also 
referred to as positive selection or positive alignment. This approach may 
be implemented on either the level of E&S performance or the change 
in E&S performance. A bank that adopts this approach is expected to 
conduct due diligence on E&S concerns involving the company or country 
to avoid potentially misleading claims.

• Thematic approach refers to investing that is based on trends, such as social, 
industrial, and demographic trends. This approach seeks to combine attractive risk 
return profiles with an intention to contribute to a specific environmental or social 
outcome. lt likewise includes impact investing. For this purpose, impact investing 
refers to investing with the disclosed intention to generate and measure social and 
environmental benefits alongside a financial return.
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• The bank may adopt other approaches and global best practices it deems 
appropriate depending on its investment policy and sustainability objectives and 
goals, the nature of its investments, volume of transactions, and existing risk 
management system and resources:

• Provided, That the related sustainability risk factors, including AML/CTF risk that 
arise from E&S issues, are sufficiently captured. The bank shall adopt measures 
to ensure that investments are channeled to companies that comply with 
sustainability-related standards, laws and regulations as well as companies that do 
not engage in greenwashing.

• For this purpose, greenwashing refers to the deceptive marketing used to persuade 
the public that an organization's products, aims, and policies are environmentally 
friendly. lt also covers the dissemination of misleading information, whether 
intentional or not, regarding a company's environmental strategies, goals, 
motivations, and actions that can induce false positive perception of a company's 
E&S performance. The term greenwashing is often used in the broader 
sustainability context.

• The limits for investment activities shall be consistent with the bank's institution-
wide risk limits. The limit structure may apply at the institutional, portfolio, 
sub-portfolio, or individual instrument levels, or a combination thereof. The bank's 
determination of the appropriate limit structure shall be guided by the diversity, 
complexity, and purpose of its portfolios (e.g., a bank with substantial holdings of 
non-resident issued instruments should establish country risk limits).

• The limit structure should reflect the amount of exposure that the bank is willing 
to accept, taking into consideration the impact of such exposure to earnings and 
capital in both normal and stressed conditions. 

Banks shall ensure that they possess the capability to measure and monitor the risks 
associated with their investments prior to acquisition and periodically thereafter. In 
doing so, a bank shall be guided by the following:

• A bank shall have the capability to value its positions and measure exposures 
to each type of risk arising from such positions under both normal and stressed 
market conditions. xxx Banks whose investments are limited to plain vanilla 
instruments in the banking book, should, at a minimum, have the capability to 
periodically mark the positions to market or obtain the market values of their 
positions.

• A bank whose investments are exposed to material E&S risks shall adopt 
appropriate tools and metrics to assess, measure, and monitor these risks in 
accordance with the requirements under Sec. 153.

In addition to complying with the supervisory expectations set out in Secs. 162 and 
163, a bank shall:

• Ensure the integrity of investment valuations, risk measurement methodologies, 
and controls that address model risk. xxx Model validation processes of a bank 
shall meet the minimum expectations set forth under Sec.144 (Market Risk 
Management) and Sec. 143 (Credit Risk Measurement, Validation and Stress 
Testing)

The management of risks arising from a bank’s investment activities shall be integrated 
into the bank’s overall risk management system, as required under Secs. 141, 143, 
144, 146 and 153.
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The guidelines below set out the supervisory expectations on the management of 
major risks that are inherent to investment activities:

• Market Risk
• Interest rate risk in the banking book
• Credit risk
• Market liquidity risk
• Operational risk

A bank's investment policies and objectives shall be consistent with its overall l credit 
risk strategy, as set out under Sec. 143 (Role of the Board and Senior Management and 
Credit Risk Strategy) and Sec.l53 (Credit Risk Strategy).

In accordance with Sec. 143 (Credit granting and loan evaluation/analysis process and 
underwriting standards), which requires the conduct of a comprehensive assessment 
of the creditworthiness of obligors, a bank shall not acquire an investment without 
conducting an independent assessment of the creditworthiness of the issuer. The latter 
shall form part of the due diligence review to be conducted in accordance with the 
Policies, procedures, and limits of this Section.

The following are examples of factors that a bank may consider as part of its credit risk 
due diligence review:

• Material E&S risks to which the issuer is exposed to based on criteria such as the 
level of greenhouse gas (GHG) emissions, vulnerability to extreme weather events, 
or linkages to unsustainable energy practices; or the analysis of key metrics and 
targets that the issuer has set for the management of its key E&S risks. Where the 
instrument is used to finance a specific project, the E&S profile of the project;

• The value of an instrument with a prepayment option compared to a plain vanilla 
security of similar credit quality;

• Potential impact to an instrument's value of specific product features such as 
credit-related triggers; and

• For an investment in a securitization structure, the class or tranche, loss allocation 
rules, specific definition of default, support provided by credit and/or liquidity 
enhancements, and the impact of collateral deterioration and potential credit 
losses under adverse economic conditions.

Sec. 246 of the MORB shall be further amended as follows:

All banks with quasi-banking authority issuing bonds or commercial papers to 
counterparties that meet the definition of lenders under Sec.241 shall comply with 
Republic Act No. 8799 or the Securities Regulation Code (SRC)and its lmplementing 
Rules and Regulation, and other applicable rules and regulations issued by the 
Securities and Exchange Commission (SEC). A bank may issue bonds and/or 
commercial papers without prior BSP approval: Provided, That it meets the prudential 
criteria as described in Sec.111 (Prudential Criteria).

Provided, further that the bonds issued are enrolled and/or traded in a market which is 
organized in accordance with the SEC rules and regulations.

In the case of issuance of green, social, or sustainability bonds, including other 
sustainable bonds falling within their acceptable definition, the issuing bank shall 
comply with the pertinent guidelines of the SEC as well as the disclosure requirements 
in Sec. 153. In addition, the issuing bank shall not engage in “greenwashing”, as 
defined in Sec. 614.
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Prudential Framework for Large Exposures Monitoring Threshold

Circular No. 1150 Series of 2022

In establishing connectedness based on economic interdependence, covered banks/QBs 
shall consider the following criteria:

• 5O% or more of a counterparty's annual gross receipt or gross expenditures is 
derived from transactions with the other counterparty;

• One counterparty has fully or partly guaranteed the exposure of the other 
counterparty, or is liable by other means, and the exposure is significant that the 
guarantor is likely to default if a claim occurs;

• 5O% or more of a counterpart/s production/output is sold to another counterparty, 
which cannot be easily replaced by other customers;

• The expected source of funds to repay the loans of both counterparties is the same 
and neither counterparty has another independent source of income from which 
the loans may be serviced and fully repaid;

• It is likely that the financial difficulties of one counterparty would cause difficulties 
for the other counterparties in terms of full and timely repayment of liabilities;

• The insolvency or default of one counterparty is likely to be associated with the 
insolvency or default of the other counterparties; or

• The counterparties rely on the same source for the majority of their funding and, 
in the event of the common provider's default, an alternative provider could not be 
found.

Covered banks/QBs shall identify possible connected counterparties on the basis of 
economic interdependence in all cases where the sum of all exposures to a single 
counterparty exceeds 5% of Tier 1 capital. In cases where the covered banks/QB’s 
assessment of the criteria differs from that of the BSP, covered banks/QBs shall upon 
request, provide the basis for its assessment to the BSP.

In order to protect covered banks’/QBs’ solvency from maximum possible losses in 
case of sudden failure of a counterparty or group of connected counterparties and 
to facilitate monitoring by the BSP of concentration risks in the financial system, 
covered banks/QBs shall comply with the large exposures monitoring threshold of 25% 
of Tier 1 capital, on a solo and consolidated basis. Covered banks/QBs shall consider 
the large exposures monitoring threshold at the time of grant of new loan, credit 
accommodation, or guarantee, as well as renewal, restructuring or refinancing of 
existing credit exposures.

As to the aggregation and measurement of exposures, an exposure to a counterparty 
shall include both on-and-off balance sheet exposures in the banking book and/or the 
trading book and instruments with counterparty credit risk. The exposure values shall 
be measured in accordance with the following: 

• On-balance sheet exposures in the banking book such as loans, receivables or 
advances shall be measured at net carrying amount of the exposure (i.e., net 
of specific allowance, and unamortized discount/premium). Debt and equity 
securities shall be measured at fair value or net carrying amount (i.e., book value 
net of accumulated market gains/losses and specific allowance), as applicable, 
in accordance with Philippine Financial Reporting Standards (PFRS) 9 Financial 
lnstruments. The netting of loans and deposits shall not be allowed;

Circular Letter No. 1150 provides for 
the framework for large exposures 
monitoring threshold so that covered 
banks/QBs shall identify, measure, 
monitor and control large exposures 
to protect covered banks’/QBs’ 
solvency from maximum possible 
losses in the event of sudden 
counterparty failure pursuant to Sec. 
143/143-Q.
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• Traditional off-balance sheet assets (e.g., direct credit substitutes, transaction-
related contingencies, trade-related contingencies arising from movement of 
goods3) shall be measured at their credit equivalent amount derived by multiplying 
the nominal amount by the appropriate credit conversion factor as provided in Part 
V of Appendix 59/Q-45 on Risk-Based Capital Adequacy Frameworks;

• Over-the-counter (OTC) derivative contracts or instruments other than securities 
financing transactions (SFT)that give rise to counterparty credit risk shall be 
measured at their credit equivalent amount derived by adding the current credit 
exposure (or replacement cost) and an estimate of the potential future credit 
exposure (or add-on) in accordance with Part V of Appendix 59/Q-45 on Risk-Based 
Capital Adequacy Framework;

• Repo-style transactions or SFT, (e.g., repurchase agreements, reverse repurchase 
agreements, security lending and borrowing, and margin lending transactions) that 
give rise to counterparty credit risk shall be measured in accordance with Part V of 
Appendix 59/Q-45 on Risk-Based Capital Adequacy Framework;

• Exposures held in the trading book such as:

1. Plain vanilla debt and equity instruments shall be measured at fair value;

2. Derivative contracts (other than option contracts) such as swaps, futures, 
forwards and credit derivatives shall be decomposed into their individual legs. 
Only transaction legs representing exposures on the part of the covered bank/
QB (i.e., receivable) shall be measured similar to OTC item above;

3. In case of credit derivatives that represent sold protection, the exposure to the 
reference entity shall be based on the amount that is due in case the reference 
entity triggers the instrument minus the absolute fair value of the credit 
protection. From the perspective of a covered bank/QB as a protection seller, in 
case the fair value of the credit derivative is positive, it shall be considered as 
an exposure by the protection seller to the protection buyer.

For credit-linked notes, a covered bank/QB as a protection seller shall consider 
the positions measured at market value both in the bond of the note issuer and 
in the underlying asset referenced by the note;

4. Options shall be measured based on the change in option prices that would 
result from a default of the respective underlying instrument (i.e., loss in case 
of a jump to “default" of the underlying) as follows:

Option Position Exposure Measurement Approach

Long call option Option market value

Short call option Option market value

Long put option
Option strike price minus option market value

Short put option

5. Offsetting of positions in the trading book shall be allowed only in case of long 
and short positions in identical issues with exactly the same issuer, coupon, 
currency and maturity.

When the result of the offsetting is a net short position with a single 
counterparty, such net exposure need not be considered as an exposure for 
purposes of compliance with the framework for large exposures monitoring 
threshold.

Netting across banking and trading books is not permitted.
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• An exposure amount to a counterparty that is deducted from capital should not be 
added to other exposures to a counterparty for the purpose of this Section.

A covered bank/QB shall be allowed to recognize a reduction in the value of the exposure 
to the original counterparty by the amount of the eligible CRM technique following the 
measurement approaches provided in the Risk-Based Capital Adequacy Framework. The 
recognized amount shall be:

• The value of the protected portion in case of unfunded credit protection;

• The value of the portion of a claim collateralized by the fair value of the recognized 
financial collateral using simple (substitution) approach for risk-based capital 
requirements; and

• The value of the collateral adjusted after applying the required haircuts under Part 
V of Appendix 59/Q-45 on Risk-Based Capital Adequacy Framework, in the case 
of financial collateral using the comprehensive approach for risk-based capital 
requirements.

When the exposure value to a counterparty is reduced due to the recognition of 
applicable CRM technique, the covered bank/QB shall also recognize an exposure to the 
CRM provider equal to the amount that the exposure value to the original counterparty 
was reduced.

Maturity mismatches in CRM shall be recognized only when the original maturities are 
equal to or greater than one year and the residual maturity of the hedge is not less than 
three months. lf there is a maturity mismatch, the adjustment of the credit protection 
shall be determined using the same approach as prescribed in the Risk-Based Capital 
Adequacy Framework.

The following exposures shall be excluded from the large exposures monitoring 
threshold:

• Exposures to sovereigns and their central banks, including exposures to the extent 
guaranteed by or secured by financial instruments issued by sovereigns and their 
central banks;

• Exposures to intra-group companies (i.e., between covered bank/QB and its parent, 
subsidiaries, affiliates or related parties);

• Exposures to project finance as defined under Sec.344825-Q, including those that 
are funding green or sustainable projects;

• Exposures to finance infrastructure projects for public use as defined under Item "a" 
of Sec.363-A of the MORB:

• Loans to micro, small and medium enterprises as defined under Sec. 332 of the 
MORB:

• Loans, other credit accommodations and guarantees that are excluded from the 
single borrower's limit (SBL) except item “9" under Sec. 362(Exclusions from loan 
limit)/Sec.342-Q:

• lnterbank call loans as well as intraday and end-of-day interbank exposures arising 
from interbank payment and settlement processes shall be excluded from large 
exposures; and

• Such other exposures as may be approved by the Monetary Board.
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Covered banks/QBs shall have a system on the monitoring of large exposures and 
conducting the related due diligence in determining connected counterparties. The 
records or documentation thereof shall be made available to the BSP for verification at 
any given time. 

It shall include the impact of material concentration risk form large exposures into their 
stress testing exercise for purposes of enhancing risk management system and assessing 
capital adequacy pursuant to Guidelines on Internal Capital Adequacy Assessment 
Process (ICAAP) under Appendic 94/Q-54.

It shall report to the BSP on a semi-annual basis or every 30 June and 31 December of 
each year. The following exposures shall be included in the said report:

• All exposures that meet the definition of large exposures and net of allowed 
exclusions shall be measured in accordance with the foregoing provisions on 
Aggregation and measurement of exposures, and shall be reported in both gross and 
net of the effects of eligible CRM technique/s; and

• All excluded exposures under the first item and those excluded exposures with values 
equal to or above 10% of covered bank's/QB's tier t capital which are not captured 
under the first item.

The Report on Large Exposures shall be considered a Category A-l report and shall be 
electronically submitted to the Department of Supervisory Analytics of the BSP within 15 
banking/business days from end of the reference semester. The submission of the Report 
on Large Exposures shall be subject to penalties provided under Sec. l7l.

Amendments to the Minimum Capitalization of Rural Banks 

Circular No. 1151 Series of 2022 issued on 24 August 2022

The minimum capitalization of banks shall be as follows:

Bank Category Required Minimum Capitalization

xxx

RBs

Head Office Only P 50 million

Up to 5 branches  50 million

6 to 10 branches 120 million

More than 10 branches 200 million

Coop Banks

Head Office in NCR

xxx xxx

The above shall also be the required minimum capitalization upon: a) establishment of 
new bank; b) conversion of an existing bank from a lower to a higher category bank and 
vice versa, and c) relocation of the head office of a TB in an area of higher classification.

RBs which comply with the new capital levels shall submit to the BSP a certification to 
this effect, signed by the president or officer of equivalent rank, within 10 banking days 
from the date of effectivity of this Circular. Those RBs with capital levels below the new 
minimum capital requirements shall refer to the available options under the Rural Bank 
Strengthening Program (RBSP).

Circular No. 1151 provides for 
the amendments to the relevant 
provisions of the MORB aimed at 
increasing the minimum capital 
requirements for rural banks. 
The new minimum capitalization 
requirement is part of the initiatives 
under the RBSP.
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Those RBs availing of the capital build-up track shall submit to the BSP an acceptable 
capital build-up program within six months from the date of effectivity of the Circular.

Existing RBs or those which were already authorized by the Monetary Board to establish 
an RB but are not yet operating, or persons from whom completed applications have 
been received but are pending action by the BSP shall be given five years from the 
date of effectivity of this Circular to meet the new minimum capital requirements. BSP 
reserves the right to require appropriate actions and/or impose sanctions for non-
compliance with the capital build-up program on RBs concerned as provided under 
existing banking laws and/or BSP rules and regulations. 

As to the establishment/relocation/voluntary closure/sale of branches/branch-lite 
units, banks shall be allowed to establish branch/es or branch-lite units anywhere in the 
Philippines, including in cities previously considered as restricted areas. However, if TBs 
will establish branches in cities/municipalities of a higher classification than their head 
office, the applicable minimum required capital under Sec. 121 shall be increased to 
that of the city/municipality of the higher classification, regardless of where the head 
office is located. 

Lastly, regulatory relief in compliance with the minimum capital requirement of rural 
banks under Section 121 of the MORB that were previously approved by the BSP shall 
be revoked upon the date of effectivity of this Circular.

Amendments to the Regulations on Unit Investment Trust Funds (UITFs) 

Circular No. 1152 Series of 2022 issued on 5 September 2022

The Amendments cover the following: a) licensing framework on the creation of UITFs 
and amendments to their features; b) definition of fund classifications; c) distribution 
of income for distributing funds; d) enforcement actions; and e) other provisions on the 
administration of UITFs.

A Trust Entity (TE) authorized to perform trust functions may create one or more UITFs, 
subject to prior approval by, or notification to, the BSP. A TE that intends to create a 
UITF that falls under any of the following categories for the first time shall secure prior 
approval from the BSP:

• Fixed Income Fund;
• Multi-Asset Fund;
• Equity Fund;
• Fund-of-funds;
• Feeder Fund;
• Multi-Class Fund;
• Distributing Fund

On the other hand, a TE that intends to create a money market fund or a fund that 
falls under the categories listed above, which has had a fund under the same category 
previously approved by the BSP, shall notify the BSP prior to offering the new fund to 
the public.

A UITF shall be launched in accordance with the following timelines:

• For a UITF requiring prior approval - within a period of one year from the date of 
the TE’s receipt of the letter of approval from the BSP; and

• For a UITF requiring notification - within a period of one year from receipt by the 
BSP of the notification letter from the TE.

Circular No. 1152 amends Section 
403, 414 and Appendix 134 of the 
MORB, and Sections 403-Q, 414-Q 
and Appendix Q-87 of the MORNBFI.
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The TE shall inform the BSP in writing of the date of the actual launch of a UITF. 
Failure to launch a UITF within the prescribed period shall result in either an automatic 
revocation of the BSP approval or the consideration of the notification from the TE as 
“withdrawn.”

Moreover, the circular deletes the requirement for the financial services industry 
association/organization to post the list of certified UITF-marketing personnel in its 
website as provided in Section 2.9 of Appendix 134/Q-87 of the MORB/MORNBFI.

Trust entities shall be given a period of one year from the effectivity of this Circular to 
make appropriate changes to their plan rules, policies, processes, and procedures in 
order to comply with the above requirements.

A TE that has previously obtained approval from the BSP on the establishment of 
a particular UITF and is able to launch the fund within one year from receipt of the 
approval letter from the BSP shall be considered as having effectively been granted 
approval to create the UITF in accordance with Section 2 of this Circular. Approvals to 
create UITFs that were not launched within the prescribed period shall be revoked.

Assets of UITFs that are outstanding as of the effectivity date of this Circular that will 
no longer qualify under their respective fund categories may be retained in the fund 
until they mature.

Regulatory Sandbox Framework 

Circular No. 1153 Series of 2022 issued on 5 September 2022

The Regulatory Sandbox Framework applies to all BSP-Supervised Financial Institutions 
(BSFIs), third-party service providers of BSFIs, other BSP-registered institutions, and 
new players that intend to offer or use an emerging or new technology to deliver 
financial products/services pertaining to activities that could fall under the regulatory 
purview of the BSP. 

Proposed innovations that are determined to be within the scope of existing regulations 
will be evaluated in accordance with the established registration/licensing regimes.

Each regulatory sandbox shall undergo a four-stage process: Application, Evaluation, 
Testing and Exit Stage. This approach ensures that all applicants are assessed 
according to established criteria. Participant/s whose sandbox activities are assessed as 
successful and whose products or services are deemed fit for public consumption shall 
be issued an authority to operate. The Participant shall formally submit to the BSP an 
application to operate and offer for public use and consumption the proposed product 
or service that was subjected to the sandbox activity, including any proposed new 
regulations or changes to existing regulations.

The BSP may revoke the authority of entities to participate in the sandbox or the 
Participants may voluntarily terminate the sandbox activity. Certain conditions may 
trigger the revocation/termination of the sandbox, which may fall under two categories: 
1) sandbox implementation-related condition; and 2) entity-related condition.

• Sandbox implementation-related conditions. The following scenarios related to 
the implementation of the sandbox may trigger the revocation of the regulatory 
sandbox approval:

1. The Participant is unable to deliver the approved product/service features or 
has materiality deviated from the approved activities within the sandbox;

Circular No. 1153 institutionalized 
the Regulatory Sandbox Framework 
which shall be incorporated as 
Section 115 of the MORB and 
Sections 112-Q/115-S/115-P/113-
T/103-N/141-CC of the MORNBFI.
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2. The Participant has failed to develop and implement the appropriate and 
required safeguards:

3. The Participant has provided falsified. Misleading or inaccurate information, or 
has concealed or failed to disclose material facts in the application;

4. The Participant has committed significant breaches on data protection. 
information security, and AML/CFT protocols in undertaking sandbox 
experimentation:

5. The Participant has failed to effectively address any technical defects or 
vulnerabilities in the proposed solution, which gives rise to recurring service 
delivery concerns or fraudulent activities; or

6. Any other significant concern as may be determined by the BSP.

• Entity-related conditions. The following scenarios related to the operational and/
or business conditions of the participant may trigger the revocation of the sandbox 
approval:

1. The Participant is undergoing or has gone into liquidation or similar financial 
standing;

2. The Participant has been subjected to supervisory enforcement action/s that 
may have direct adverse impact on the continuity of the sandbox experiment:

3. The Participant has operated the sandbox activity in a detrimental manner 
that negatively affects customers or the industry or poses safety and 
soundness concerns to individual financial institutions or the financial system; 
or

4. Any other significant concern as may be determined by the BSP.

Participants whose sandbox has been revoked may request reconsideration. The BSP, 
at its discretion, may allow reconsideration only in extraordinary circumstances. This 
is to ensure that all sandbox applications and all active sandbox activities are given the 
appropriate attention to develop and grow, The BSP also reserves the right to revoke 
the approval without prior notice if there is an urgent need to protect the financial 
system, the Participant, its consumers, or the general public.

In case of voluntary termination or withdrawal from the sandbox activity, the 
Participant should notify the BSP through a formal Withdrawal Letter citing the date of 
termination and the reasons thereof.

GoTyme Bank Corporation- Establishment and Commencement of Operations 

Circular Letter No. CL-2022-066 Series of 2022 issued on 17 August 2022

Pursuant to Resolution No. 1069, the Monetary Board approved the application for 
authority to establish a digital bank to be known as GoTyme Bank Corporation. The 
Bank was registered with the Securities and Exchange Commission on 28 December 
2021. The corresponding Certificate of Authority to Operate as a digital bank was 
signed by the BSP Governor on 29 July 2022. The Bank started its operations on 1 
August 2022.

Circular Letter No. CL-2022-066 
gives notice on the establishment 
and commencement of operations of 
GoTyme Bank Corporation.
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Lost Bangko Sentral Registration Document (BSRD) 

Circular Letter No. CL-2022-067 Series of 2022 issued on 30 August 2022

Pursuant to Section 38 of the Manual of Regulations on Foreign Exchange 
Transactions, as amended, said registration document has been applied for 
replacement and should not be honored if found and presented for purchase of foreign 
exchange for capital repatriation or remittance of earnings.

Community Rural Bank of Romblon (Romblon), Inc. – Change of Corporate Name to 
Netbank (A Rural Bank), Inc. 

CIRCULAR LETTER NO. CL-2022-068 Series of 2022 issued on 31 August 2022

The Bank has registered with the Securities and Exchange Commission its Amended 
Articles of Incorporation and Amended By-Laws bearing its new corporate name on 10 
August 2022.

MB Resolution No. 1312.B dated 08 September 2022 Prohibition of the Rural Bank 
of Galimuyod (Ilocos Sur), Inc. From Doing Business in the Philippines 

Circular Letter No. CL-2022-069 Series of 2022 issued on 8 September 2022

The Philippine Deposit Insurance Corporation has been designated as Receiver with a 
directive to proceed with the takeover and liquidation of the aforementioned rural bank 
in accordance with Section 12 (a) of RA No. 3591 (PDIC Charter), as amended.

2022 Guidance Paper on Targeted Financial Sanctions (TFS) Implementation 

Memorandum No. M-2022-038 Series of 2022 issued on 5 September 2022

The results of this thematic review highlight the significant headway achieved by the 
BSFIs in terms of TFS implementation. Large and complex BSFIs have established 
policies and procedures to support implementation of the requirements of TFS and 
have installed sanction screening systems with due regard to the complexity and nature 
of their operations. 

Meanwhile, BSFIs have adopted basic TFS-related policies particularly on onboarding 
screening with scope for improvements in terms of institutional TFS risk assessment, 
policies and dissemination, sanctions database maintenance, and scrubbing. The 
level of TFS and sanctions evasion risks, though, for these simple BSFIs are noted 
to be lower based on the profile of their customer base and results of review/risk 
assessment. 

Good practices and the areas for improvement on key TFS processes from risk 
identification/assessment to name match handling and freezing were detailed as 
practicable insights for BSFIS in further reinforcing their TFS framework. With the 
appropriate technical assistance, continuous engagements, monitoring and guidance, 
the identified scope for improvements can be feasibly addressed as observed in this 
thematic review.

Circular Letter No. CL-2022-067 
gives notice that the BSRD covering 
registration of the foreign investments 
of Biomin Laboratory Singapore 
PTE., LTD of Singapore (now Biomin 
Singapore PTE., LTD.) in common 
shares of Innovative Animal Nutrition 
Philippines, INC. (now Biomin 
Philippines Animal Health & Nutrition 
INC.) has been reported lost.

Circular Letter No. CL-2022-068 
authorizes the change of corporate 
name of the Community Rural Bank 
of Romblon (Romblon), Inc. to 
Netbank (A Rural Bank), Inc.

Circular Letter No. CL-2022-069 
provides notice to the prohibition of 
the Rural Bank of Galimuyod (Ilocos 
Sur), Inc. from doing business in the 
Philippines pursuant to Section 30 of 
RA No. 7653 (The New Central Bank 
Act), as amended.

Memorandum No. M-2022-038 
highlights best practices, scope for 
improvement, and major challenges 
on TFS implementation as well as 
possible ways to address the same. 
It also identifies emerging typologies 
on the use of virtual assets for 
terrorist financing.
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Some typologies on the use of virtual assets in TF as an emerging risk trend were also 
noted in this review. Red flag indicators were developed to guide BSFIs in designing 
measures to detect, mitigate and manage risks arising from the use of virtual assets for 
TF. BSFIs are expected to consider this information in their risk mitigation strategies.

The notable progress in TFS understanding and implementation processes is the 
outcome of concerted efforts of all the stakeholders involved, mainly the BSFIs, industry 
associations and relevant government agencies. The various outreach sessions and 
continuing supervisory engagements, as well as the release of the 2021 guidance 
papers and the recent BSP and AMLC regulatory issuances, have provided specific 
guidance in implementing TFS for both complex and simple BSFIs. 

These activities should be sustained, along with the close cooperation and collaboration 
of all stakeholders, to address the identified challenges and continue this positive 
trajectory towards TFS understanding and implementation. With this, the BSFIs will be 
equipped with the necessary measures to prevent designated persons/entities from 
accessing and moving their funds through the financial system and to curb their illegal 
activities.

Clarification on the Definition of Infrastructure Projects for Public Use 

Memorandum No. M-2022-039 Series of 2022 issued on 6 September 2022

Civil work components of information technology networks and database infrastructure 
projects shall pertain to the physical infrastructure component of said projects or the 
real estate and improvements thereon, such as data center facilities.

Relatedly, the information technology networks and database infrastructure projects 
that are deemed for public use include, among others, the construction, rehabilitation, 
improvement, betterment, expansion, modernization, operation, financing and 
maintenance of these projects as well as geo-spatial resource mapping, and cadastral 
survey for resource accounting and planning consistent with Section 2.2 on Eligible 
Types of Projects of the Revised Implementing Rules and Regulations of RA No. 6957, 
otherwise known as “An Act Authorizing the Financing, Construction, Operation and 
Maintenance of Infrastructure Projects by the Private Sector and for other purposes,” as 
amended by RA No. 7718.

Exposures of covered BSP-supervised financial institutions (BSFIs) for purposes of 
financing the physical infrastructure component of these information technology 
networks and database infrastructure projects are excluded from the determination of 
the covered BSFI’s compliance with the above-mentioned prudential requirements.

Guidelines on the Implementation of the Rural Bank Strengthening Program 

Memorandum No. M-2022-040 Series of 2022 issued on 13 September 2022

The RBSP features five time-bound tracks aimed at strengthening the capital position of 
RBs alongside the corresponding supervisory actions. These tracks are as follows:

• Track 1: Merger/Consolidation
• Track 2: Acquisition/Third Party Investment
• Track 3: Voluntary Exit/Upgrade of Banking License
• Track 4: Capital Build-up Program
• Track 5: Supervisory Intervention 

The RBSP shall be available within three years from the effectivity of the amended 
minimum capital requirements for RBs, under Circular No. 1151.

Memorandum No. M-2022-039 
clarifies the scope of “civil work 
components of information 
technology networks and database 
infrastructure projects” in the 
definition of infrastructure projects 
for public use as indicated in Section 
363-A of the MORB on Limits on 
Real Estate Exposures of UBs/KBs.

Memorandum No. M-2022-040 
provides for the guidelines for 
phased implementation of the 
different tracks, available incentives, 
and requirements to avail of the 
incentives under the RBSP.
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All RBs and interested parties, including third-party investors or TPIs (bank or non-bank 
entities), must undergo pre-onboarding discussions before applying or engaging on any 
of the tracks. 
 

Track 1: 
Merger or 

Consolidation

Track 2: 
Acquisition/Third 
Party Investment

Track 3: 
Voluntary Exit/Upgrade 

of Banking License

Screening 
Phase

BSP shall assess 
the eligibility 
or qualification 
of Merger/
Consolidation and 
Acquisition/Third 
Party Investment 
(MCA) applicants 
or proponent 
banks/parties to 
undergo the MCA 
track.

Same as Track 1 Voluntary Exit- Refers 
to the assessment of 
whether a bank that 
intends to undergo the 
voluntary exit track 
meets the criteria 
or prerequisites to 
surrender a banking 
license.

Upgrade of Banking 
License- Assess whether 
an RB meets the 
minimum requirements 
for the upgrade of the 
banking license

Evaluation 
Phase

Involves the 
submission of 
documentary 
requirements and 
the processing 
of formal MCA 
application of 
proponent banks, 
in accordance with 
the Implementing 
Guidelines for 
the Streamlined 
Procedures 
on Application 
for Mergers, 
Consolidations 
and Acquisitions 
(MCA) of Banks 
under Joint 
Circular No. 01

Same as Track 1 Voluntary Exit- Refers 
to the evaluation of the 
application based on the 
existing guidelines and 
requirements for the 
voluntary surrender of a 
banking license, outlined 
in the MORB and other 
pertinent laws.

Upgrade of Banking 
License- Submission of 
formal application letter 
together with its list of 
requested incentives for 
BSP evaluation.

Program 
Implementation

Covers the grant 
of incentives for 
qualified/eligible 
banks, as may be 
determined by the 
BSP.

Same as Track 1 Voluntary Exit- Covers 
the grant of incentives 
for qualified banks under 
Track 3 or voluntary exit.

Upgrade of Banking 
License- Covers the 
grant of incentives for 
qualified banks under 
Track 3 on the upgrade 
of banking licenses.
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Track 4: Capital Build-Up Program

RBs availing of Track 4 must submit to the FSD a board-approved capital build-up 
program (CBUP) together with its list of preferred incentives. The BSP shall then proceed 
with the assessment of the reasonableness and timeliness of the RBs’ CBUP. The RB 
shall receive a letter/notification that the CBUP is accepted by the BSP. Those that have 
reached the required capital levels within the three-year effectivity period of the RBSP 
shall be entitled to incentives, as may be determined by the MB.

Track 5: Supervisory Intervention

RBs with major supervisory concerns as of the effectivity of the amended minimum 
capital requirements for RBs shall automatically be enrolled under Track 5. RBs under 
this track are not precluded from engaging in an MCA transaction nor applying for any of 
the other tracks, within the period of effectivity of the RBSP, subject to compliance with 
the relevant requirements.

At any stage of the RBSP tracks discussed above, the BSP reserves the right to request 
additional requirements and/or data/information from concerned banks or parties, 
if necessary, to properly assess the application. Moreover, applications with unique 
circumstances shall be handled, on a case-by-case basis, in accordance with existing 
laws, rules and regulations.

The RBSP provides incentives to banks that completed the relevant requirements, within 
the timelines given per track. As may be determined by the BSP, incentives that banks 
may avail or apply for include the following:

• Financial Advisory Support- applicable to Tracks 1 and 2 of the RBSP;

• Digitalization Support- applicable under Tracks 1, 2, 3 (upgrade of banking license), 
and 4 of the RBSP;

• Prudential relief/support measures and other regulatory incentives- applicable under 
Tracks 1, 2, 3 and 4 of the RBSP.

• Capacity-Building Interventions- applicable to all tracks of the RBSP except Track 3 
(Voluntary Exit) and Track 5.

Bureau of Customs

Assignment of Export Coordination Division (ECD) representative to conduct 
examination for shipments covered by the Certificate of Origin (CO)

AOCG Memo No. 251-2022 dated 15 August 2022

• The current system of submission of monthly report of all importations with COs for 
monitoring purposes has proven to be lacking and insufficient. Several importers 
submit COs with generic description of imported goods despite the requirement 
of Trade Agreements which leads to possible abuse of granting preferential tariff 
treatment to imported goods.

• In order to ensure that imported goods described in the COs are the actual contents 
of the shipments and the HS Codes availed therein are accurate, the ECD shall 
designate its representative at designated examination areas (DEA) to physically 
examine imported goods and perform said verification.

ACOG Memo No. 251-2022 
authorizes ECD representatives 
to be present at the designated 
examination area and conduct 
physical examinations on imported 
goods covered by the CO.
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PEZA 

PEZA Memorandum Circular No. 2022-054 dated 3 August 2022

Further to the guidelines in PEZA MC No. 2022-025, all registered business enterprises 
(RBEs) are advised of the following:

• RBEs shall apply for CETI prior to the filing of the Income Tax Return (ITR). The 
CETI is issued for each registered activity of the RBE confirming whether the RBE’s 
project is entitled to either Income Tax Holiday (ITH) or 5% Special Corporate 
Income Tax for a particular accounting or taxable period and will be attached to 
the ITR filed with the BIR.

• CETI shall be issued by PEZA upon verification of the RBE’s compliance with 
the terms and conditions of its registration such as compliance with PEZA’s 
reportorial requirements including those required under the CREATE Act, start 
of commercial operations, and compliance with the target performance metrics. 
Thus, performance data for the year covered by the CETI must be complete, and 
entitlement to ITH of the RBE’s project/s still under ITH have been validated/
confirmed for the request of the CETI to be processed.

• Request for CETI should be filed within 90 days prior to the statutory deadline for 
Annual ITR filing.

SEC Filing, Payments and Other Deadlines

SEC Notice

SEC Notice dated 10 August 2022

Starting 1 September 2022, only scanned copies of the printed and notarized MDF 
sent through email will be accepted.

The procedure in submitting the MDF shall be as follows:

• After filling out the MDF online and receiving the Accomplished MDF via email, the 
said MDF shall be printed and notarized and the printed and notarized MDF shall be 
scanned. 

• The scanned copy of the printed and notarized MDF must be sent in Portable 
Document Format (PDF) to the following email address: mdfsubmission_amld@sec.
gov.ph

• The following information shall be indicated in the subject field of the email: MDF 
submission – (company name) (date of online submission: mm/dd/yy)

• The sworn undertaking to submit a hard copy of the MDF shall no longer be 
required. Instead, the original printed and notarized MDF shall be kept at the 
principal office of the corporation.

• The official company email address used in filling out the MDF online must be 
used in submitting the scanned copy of the MDF for verification purposes. All 
communications and acknowledgments from the SEC may thereafter be sent 
through such official company email address and the entity concerned is charged 
with the responsibility of maintaining the same.  Any change in the company’s 
official email address shall be immediately communicated to the Enforcement 

PEZA MC No. 2022-054 clarifies the 
issuance of the CETI provided under 
the CREATE Act.

This SEC Notice informs all Non-
Stock Corporations previously 
required to submit the MDF that 
the physical submission of the hard 
copy of the MDF shall no longer be 
required, effective immediately.
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and Investor Protection Department (EIPD) by its Corporate Secretary subject to 
verification as to its authenticity. Until then, all communications sent to the official 
company’s email address as appearing on record shall be deemed to have been 
received by said company. 

• The scanned notarized MDFs sent through electronic mail shall be deemed to have 
been filed on the date the electronic mail was sent provided the said scanned 
notarized MDFs are actually received by the SEC. 

• An email acknowledging receipt thereof shall be sent to the company filing the MDF 
through its official email address.

Court of Tax Appeals

Assessment

Commissioner of Internal Revenue v. Meridien East Realty & Development 
Corporation
CTA EB No. 2287 promulgated 14 July 2022

Facts:

On 7 June 2005, the BIR issued BIR Ruling No. DA-245-05, wherein BIR confirmed, 
in favor of Company A, the opinion that “the conveyance of the land and common 
areas of the Project in favor of the condominium corporation being without monetary 
consideration and is not in connection and a fortiori, no income and/or creditable 
withholding tax is payable and collectible. Since the said conveyance is not a sale, it 
is likewise not subject to the 10% VAT imposed under Section 106 if the Tax Code of 
1997, neither will it be subject to the documentary stamp tax on sale or conveyance of 
real property imposed under Section 196 of the same Code.”

Thereafter, on 8 March 2010, the BIR revoked said BIR Ruling No. DA-245-05 by issuing 
Revenue Memorandum Circular No. 20-2010 (RMC 20-10).

As a result of the revocation of BIR Ruling No. DA-245-05, BIR sent to Company A, 
Letter of Authority (LOA) No. 044-2013-00000156 on 16 August 2013 dated 15 
August 2013, authorizing the examination of Company A’s books of accounts and other 
accounting records to determine if the correct internal revenue taxes for taxable year 
(TY) 2010 have been paid.

On 9 December 2013, Company A received BIR’s Preliminary Assessment Notice (PAN), 
assessing Company A for alleged deficiency Income Tax (IT), Value Added Tax (VAT), 
Expanded Withholding Tax (EWT), and Documentary Stamp Tax (DST), for TY 2010, in 
the total amount of Php425,806,483.14, inclusive of penalties and surcharge.

On 3 January 2014, Company A received a copy of the Formal Assessment Notices 
(FAN), assessing it for the alleged deficiency IT, VAT, EWT and DST, for TY 2010 in the 
total amount of Php429,482,031.85, inclusive of penalties and surcharge.

On 28 July 2015, Company A received the Final Decision on Disputed Assessment 
(FDDA), dated 27 July 2015, assessing Company A deficiency IT, VAT, EWT and DST, 
for TY 2010 in the total amount of Php35,666,837.02, inclusive of interest, penalty, 
and surcharge.

On 27 August 2015, Company A filed a Petition for Review before the Court in Division.

Pursuant to Section 246 of the Tax 
Code, as amended, any revocation, 
modification, or reversal of any 
of the rules and regulations 
promulgated by the Commissioner 
shall not be given any retroactive 
application if the revocation, 
modification, or reversal will be 
prejudicial to the taxpayers, except 
for cases enumerated in the same 
Section 246 of the Tax Code.



25Tax Bulletin  |

On 7 January 2020, the Court in Division rendered the Assailed Decision, granting the 
Petition for Review and accordingly, withdrawing and setting aside BIR’s FDDA dated 
27 July 2015, assessing Company A for deficiency income tax, VAT, EWT, and DST, in 
the total amount of Php35,666,837.02, inclusive of interest, penalty, and surcharge, 
for TY 2010.

On 23 July 2020, the BIR filed the instant Petition by registered mail. This was 
followed by Company A’s filing of its Comment through registered mail on 3 November 
2020.

Issue:

Whether the Court in Division erred in withdrawing and setting aside the deficiency IT, 
VAT, EWT, and DST assessments issued against Company A, for TY 2010, in the total 
amount of Php35,666,837.02, inclusive of interest, penalty, and surcharge.

Ruling:

No. Section 246 of the Tax Code, as amended, prohibits the retroactive application of 
a reversal of a BIR Ruling if the same would be prejudicial to the taxpayer, except in the 
following cases:

• Where the taxpayer deliberately misstates or omits material facts from his return, 
or any document required of him by the Bureau of Internal Revenue;

• Where the facts subsequently gathered by the Bureau of Internal Revenue are 
materially different from the facts on which the ruling is based; or

• Where the taxpayer acted in bad faith.

Accordingly, any changes of opinion or position by the Commissioner of Internal 
Revenue (CIR) with respect to a BIR Ruling which is prejudicial to the taxpayer shall 
only be applied prospectively.

The Court pointed out that RMC 20-10 was circularized by BIR to overturn BIR Ruling 
No. DA-245-05, which, in turn, was issued on 7 June 2005 upon the request and in 
favor of Company A. In the said BIR Ruling, the BIR initially opined that the conveyance 
of the land and common areas to the condominium corporation is not a sale subject to 
IT, EWT, DST, and VAT. However, under RMC 20-10, this prior position was abandoned 
by the BIR, and a new one was issued declaring the subject transaction as part of a pre-
selling arrangement, hence, subject to the aforementioned taxes.

Further, BIR claims that Company A committed misrepresentation of facts when it 
sought the BIR’s ruling leading to the issuance of BIR Ruling No. DA-245-2005 and 
acted in bad faith. However, as duly found by the Court in Division and as confirmed 
by the Court En Banc, BIR failed to adduce evidence that: (1) Company A deliberately 
misstated or omitted material facts from its return or in any document required of him, 
by the BIR; (2) the facts subsequently gathered by the BIR are materially different from 
the facts on which BIR Ruling No. DA-245-2005 was based; or (3) that Company A 
acted in bad faith.

Cleary, none of the exceptions under Section 246 of the Tax Code, as amended, are 
present. The Court ruled that RMC 20-10 should not be given retroactive effect unless 
the BIR adequately proves the existence of the exceptions under Section 246 of the 
Tax Code, as amended.
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Commissioner of Internal Revenue v. Iconic Beverages, Inc.
CTA EB Case No. 2345, promulgated 21 July 2022

Facts:  

On 2 March 2020, the Court in Division partially granted the Petition for Review 
wherein it set aside the imposition of deficiency income tax, VAT, DST, and compromise 
penalty against Company A. However, the Court upheld the imposition of deficiency 
EWT, inclusive of increments.

The Commissioner of Internal Revenue filed the present Petition for Review with the 
Court En Banc maintaining that the assessment of deficiency taxes against Company 
A is correct. It insists that assessments are presumed correct and made in good faith 
unless proven otherwise by the taxpayer. According to the Commissioner of Internal 
Revenue, the burden of proof lies with the taxpayer to show the incorrectness of the 
assessment.
 
On the other hand, Company A contends that assessments should not be based on 
mere presumptions. Rather, it should be based on actual facts to stand judicial scrutiny. 
It raised the following arguments:

• There is clearly and actually no "Undeclared Royalty Income,” and that it correctly 
paid taxes due on its 2012 royalty income;

• The Commissioner of Internal Revenue erred in assessing a deficiency income 
tax assessment pertaining to Disallowed Travel and Transportation Expense 
since Company A elected the Optional Standard Deduction (OSD) in lieu of 
itemized deduction, and therefore is not required to substantiate or prove the 
reasonableness of its travel and transportation expenses;

• Company A does not have any "Undeclared Royalty Income" for the year 2012, 
thus, the corresponding VAT deficiency assessment has no leg to stand on;

• Imposition of DST under Section 179 of the Tax Code, as amended, governing debt 
instruments on an Unpaid Royalty Fee of Company A to San Miguel Brewery, on 
the mistaken belief that the same is a loan from the latter, is patently erroneous 
and has no factual and legal basis at all considering that the alleged deficiency DST 
assessment does not pertain to any advance to Company A;

• Company A did not enter into any agreement with the BIR with respect to any 
compromise penalty.

Issue:  

Is the assessment for deficiency income tax, VAT, DST, and compromise penalty taxes 
valid?

Ruling: 

No, the assessment is not valid. The presumption of the correctness of the assessment 
does not apply when it is arbitrarily issued, without foundation and rational basis. Given 
the foregoing, in order to stand judicial scrutiny, the assessment must be shown to have 
sufficient basis and foundation and to not be arbitrary or capricious.

In the present case, for the Court to apply the presumption of correctness of the 
assessment, it is incumbent upon Company A to present evidence that would show 
that his assessment is based on fact and is not arbitrary. However, other than Company 

The presumption of correctness 
of taxes applies only when the 
assessment is based on fact.

Assessments should be based on fact 
to stand judicial scrutiny. It is long 
established that the presumption of 
correctness of assessments does not 
apply when the assessment is utterly 
without foundation.
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A's exact reiteration and bare insistence on the correctness of his assessment, he 
failed to submit sufficient evidence establishing the rational basis and foundation of the 
deficiency income tax, VAT, and DST assessment as well as establishing the propriety 
of the imposition of compromise penalty. Thus, the Commissioner of Internal Revenue 
contention on the presumption of correctness of the assessment must fail.

Commissioner of Internal Revenue vs. Rural Bank of Bacnotan (La Union), Inc.
CTA EB No. 2436 (CTA Case no. 9118) promulgated 28 July 2022

Facts:

Company R was issued a LOA authorizing the examination of the books of Company R. 
Subsequently, Company R’s President signed waiver of prescription (first waiver) but 
was then issued a PAN on 26 November 2014. 

On 16 December 2014, Company R issued another signed waiver of prescription 
(second waiver). Sequentially, an FLD/FAN issued reiterating the findings made in the 
PAN.

Company R disputed the FLD/FAN which eventually led to a case being filed with the 
CTA First Division. By virtue of CTA Administrative Circular No. 02-2018. The case was 
moved to the CTA Third division which ultimately ruled as follows: 

The Third Division found the Waivers executed by Company R to be defective and non-
confirming to RMO No. 20-90 and RDAO (Revenue Delegation Administrative Order) 
No. 05-01. The Third Division cited the case of La Flor where it invalidated the waiver 
of prescription, made by the taxpayer, when it does not indicate the exact amount of 
the tax due assessed or collected. 

Issue:

1. Whether the waivers executed by Company R were valid. 

2. Whether the assessments were valid. 

Ruling:

1. Yes. The waivers executed by Company R were valid.

Company R is estopped from denying the validity of the waivers. As a general rule, 
a waiver must contain the following (a) signature of the authorized person, (b) date 
of acceptance, (c) the kind and amount of the tax due, and (d) the specific waiver 
requesting for an extension of the time. 

However, there are certain exceptions to the general rule, such as the principle of 
estoppel in the case of Commissioner of Internal Revenue vs. Next Mobile which 
states that the basis of the principle of estoppel comes from in pari delicto or that 
a party litigant must come to court with clean hands. 

Here, the CTA En Banc notes the following defects: 

First Waiver – (1) did not contain the exact amount, (2) the receipt was not 
indicated on the face of the document, and (3) there is no board resolution 
showing authority of Company R’s representative to sign the waiver on their 
behalf.

If both parties share responsibility for 
the infirmities of a waiver, the party 
to the faulty waiver is precluded from 
questioning the validity thereof on 
the basis of such defects for which it 
is partly to blame. 



28 |  Tax Bulletin  

Second Waiver- (1) did not contain the exact amount, (2) the receipt was not 
indicated on the face of the document, and (3) there is no board resolution showing 
authority of Company R’s representative to sign the waiver on their behalf. 

The CTA En Banc explains in arriving at its decision that, in this case, it is the 
exception that governs rather than the general rule explains as follows: 

• The La Flor Supreme Court case mentions that it is a mere obiter dictum.

• The facts do not squarely apply in this present case as opposed to the La Flor 
case. Here, there are more than one issue as to the waiver as opposed to the 
La Flor which only omits the amount of the assessment.

• Company R cannot raise the defense that there is no authorization when the 
person which received and signed the waiver was Flores, the president of 
Company R. Thus, authority, is assumed.

• Company R executed a PAN and did not raise the issue on prescription thus 
from protesting the PAN without any reference to the waiver, Company R, is 
presumed to know of the execution of the first waiver. Otherwise, prudency 
demands that Company R should have raised the issue in its protest of the 
PAN.

• The mentioned defects were not entirely the fault of the Commissioner of 
Internal Revenue. The taxpayer has the primary responsibility for the proper 
presentation of the waiver. Hence, the Commissioner of Internal Revenue may 
not be blamed for any defects in its execution thereof.  

 
2. No. Company R was denied due process. 

First, the Commissioner of Internal Revenue failed to afford Company R its due 
process when it immediately issued an FLD/FAN dated 15 December 2014 as well 
as including in its decision the following words “your protest letter CANNOT BE 
ACTED UPON BECAUSE AN FLD/FAN has already been issued.”

Second, the Commissioner of Internal Revenue merely reiterated its points and 
arguments in the PAN and arrived at the same assessment found in the original 
PAN thus, further implying that no consideration has been made as to Company R’s 
initial protest to the PAN consequently violating Company R’s right to due process. 

Refund/ Issuance of Tax Credit

Carmen Cooper Corporation v. Commissioner of Internal Revenue
CTA Case No. 10201 promulgated 15 July 2022

Facts: 

Company A is primarily engaged in mining and sale of minerals for domestic and foreign 
markets. Its Certificates of Registration (CORs) with the BIR and Board of Investments 
(BOI) indicate that the Company is a "New Producer of Copper Concentrate.”

On 28 June 2019, Company A filed with the VAT Credit Audit Division (VCAD) an 
administrative claim for refund.

The Court finds it unjust and 
inequitable to penalize the applicant 
for something beyond its control. 
Additionally, to construe otherwise 
will unreasonably place the taxpayer 
at the mercy of the BOC by the 
simple expedient of not releasing the 
requested certification on time.
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On 26 September 2019, Company A received a VAT Refund Notice dated 2 September 
2019 partially granting its claim for refund. The portion of the claim that was denied 
was due to, among others, its alleged non-compliance with the requirement to submit 
the VAT Payment Certification issued by the BOC Revenue Accounting Division (BOC 
RAD). 

On 25 October 2019, Company A filed the instant petition praying that it be declared as 
entitled to the cash refund.

On 21 November 2019, the BIR filed an Answer contending that the petition must be 
dismissed for Company A's failure to substantiate its administrative claim for refund. 
The BIR elaborates that since a decision was rendered in the administrative level, the 
Court's jurisdiction is strictly appellate in nature, applying the Supreme Court’s ruling 
in Total Gas. As such, Company A cannot submit documents which it failed to submit at 
the administrative level.

Issue: 

Is Company A entitled to the claim for refund or credit?  

Ruling: 

Yes. 

The CTA held that the Supreme Court’s ruling in Total Gas is not squarely applicable 
herein, as Company A's failure to submit the pertinent VAT Payment Certification is 
not solely attributable to Company A. It must be noted that the required VAT Payment 
Certification is to be issued by the BOC RAD and not a document that is readily in the 
possession of Company A at the time when the administrative claim was filed. 

Despite Company A's earnest effiorts to secure the required certification, the BOC RAD 
released the VAT Payment Certification only on 6 September 2019 (although the same 
was dated as early as 31 July 2019). Had it been promptly issued and released by the 
BOC RAD to Company A, the same could have been submitted to the BIR on or before 
its deadline on 31 July 2019.

With the foregoing, the Court finds it unjust and inequitable to apply Total Gas in the 
case at bar considering that Company A could not actually be penalized for something 
beyond its control. Additionally, to construe otherwise will unreasonably place 
the taxpayer at the mercy of the BOC by the simple expedient of not releasing the 
requested certification on time.

Monacat Trading vs. Commissioner of Customs, Bureau of Customs 
CTA Case No. 9851 promulgated 04 August 2022 

Facts:

Company A is a single proprietorship and is an accredited importer with the BOC and 
the BIR.

Sometime in July 2015, several shipments of vehicles (subject vehicles) consigned to 
Company A arrived at the Port of Batangas (POB). On 24 July 2015 - POB's Acting 
District Collector of Customs, indorsed the subject vehicles and their supporting 
documents to Import Assessment Service (lAS) for value information. On even date, the 
BOC Deputy Commissioner of the Enforcement Group (EG), issued Alert Orders (AOs) 
against the subject motor vehicles for alleged violation of Section 2503, in relation 

Misdeclaration, as defined under 
Section 3.6 of CAO No. 01-2019, 
refers to a false, untruthful, 
erroneous or inaccurate declaration 
as to quantity, quality, description, 
weight, or measurement of goods 
resulting in deficiency between the 
duty that should have been paid and 
the duty and tax actually paid to 
avoid compliance with government 
regulations related to the entry of 
Regulated, Prohibited or Restricted 
goods into Philippine customs 
territory. 
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to Section 2530, of Presidential Decree (PD) No. 1464, otherwise known as the Tariff 
Customs Code of the Philippines (TCCP), as amended. The TCCP was the prevailing 
law at the time when the subject vehicles’ importation and supposed violations were 
committed. 

On 5 August 2015 the assigned Officers-on-Case, together with Customs Examiners, 
went to the POB for the conduct of the spot check or 100% physical examination of the 
subject vehicles.

Thereafter, on 10 August 2015 the assigned officers submitted a Memorandum of even 
date to EG Deputy Commissioner, recommending the issuance of Warrants of Seizure 
and Detention (WSDs) against the subject vehicles by reason of misdeclaration and 
gross undervaluation, citing the provisions of the TCCP, as amended.

On 11 August 2015 - EG Deputy Commissioner indorsed the aforementioned 
Memorandum to POB Acting District Collector for his information and consideration, 
and on 26 August 2015, POB Acting District Collector issued WSDs against the subject 
imported motor vehicles.

Then, on 8 September 2015, BOC-IAS Deputy Commissioner of the Assessment and 
Operations Coordinating Group (AOCG} issued the lAS 2nd Indorsement (lAS Values}, 
indicating the values of the subject luxury vehicles consigned to Company A and 
referred to the lAS for the proper valuation based on the model and/or series as found 
during the spot check or 100% physical examination.

POB OIC-District Collector rendered a Consolidated Decision on 3 March 2017, ordering 
the quashal of the WSDs issued against the subject shipments covered by Import Entry 
and Internal Revenue Declaration (IEIRD) with Nos. C-6372, C-6375, C-6380, C-6373, 
C-6381, C-64034, C-6374, C-6398 and C-6395. He likewise ordered the continuous 
processing of the import entries upon payment of additional duties and taxes. He 
further ordered that the surcharge be doubled for IEIRD Nos. C-6398-15, C-6372-15, 
C-6380-15, C-6375-15, and a one-time surcharge for IEIRD No. C-6395-15.

On 4 October 2017, however, Customs Commissioner (COC) rendered the assailed 
Decision, reversing and setting aside POB OIC-District Collector’s Consolidated Decision.  
In the assailed Decision, he ordered the forfeiture of the subject vehicles in favor of the 
government, to be disposed of in accordance with customs laws, rules and regulations.

Then on 6 November 2017, Company A filed before the Office of COC a Motion for 
Reconsideration (MR) to the assailed Decision. The COC issued assailed Order on 19 
April 2018 effectively denying Company A's MR and affirming his assailed Decision. 
Company A allegedly received a copy of the assailed Order on 03 May 2018.

Company A filed the instant Petition for Review before CTA on 4 June 2018.

Issue: 

Were the subject vehicles validly seized and/or forfeited?

Ruling:

Yes.

• On the issue whether the Court has no jurisdiction over the instant case.

The Court emphasized that a party adversely affected by a decision or ruling of 
the COC may file an appeal with the CTA within 30 days after the receipt of such 
decision or ruling. This statutory privilege is echoed in Section 3(a), Rule 8 of the 
RRCTA.
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A petitioner must clearly establish the timely filing of its Petition for Review, as the 
right to appeal is not a natural right or part of due process, but merely a statutory 
privilege and may be exercised only in the manner and in accordance with the 
provision of the law. Thus, a party who seeks to avail of the same must comply 
with the requirements of the rules and the failure to comply is tantamount to 
losing the right to an appeal. 

• On whether there is a probable cause existing for the seizure and/or forfeiture of 
the luxury vehicles.

A review of the records discloses that probable cause existed to justify the seizure 
and/or forfeiture of the subject vehicles because Company A deliberately failed 
to disclose the correct model and/or series of the subject vehicles in the IEIRDs 
and even after being notified of the BOC officials' findings, Company A still 
failed to satisfactorily explain the discrepancies. It also appears that there was 
undervaluation of the subject vehicles.

The Court cannot subscribe to Company A's claim that there was no misdeclaration 
on the subject vehicles as the chassis number, brand and color in the IEIRDs 
are not the same as those in the commercial invoices as the records disclose 
otherwise. Moreover, the Court notes the discrepancies in the subject vehicles' 
descriptions both in the IEIRDs and the result of the spot check or 100% physical 
examination (conducted on 5 August 2015).

Given the circumstances under which the vehicles were imported, the Court finds 
that BOC is justified in not using the Transaction Value System or Method One 
as basis for the customs value. In other words, it was not erroneous for BOC to 
not have used the values appearing on the commercial invoices as competent 
or reliable basis for valuation.  The COC requested additional document from 
Company A to support the declared customs value.

The IAS Values were derived from identical goods, which is the next sanctioned 
valuation method, i.e., the Transaction Value of Identical Goods or Method Two, 
for purposes of determining the dutiable value of the subject vehicles, where the 
values are determined in reference to the model and/or series as they were found. 
Thus, the findings of undervaluation were confirmed when IAS Values were issued 
proving that the vehicles were misdeclared and consequently undervalued, with 
differences ranging from 33% to 73%.

Section 2503 of the TCCP, as amended, provides that an undervaluation, 
misdeclaration in weight, measurement or quantity of more than 30% between 
the value, weight, measurement or quantity declared in the entry, and the actual 
value, weight, quantity, or measurement shall constitute prima facie evidence of 
fraud penalized under Section 2503 of the TCCP, as amended. 

Lastly, pursuant to Customs Memorandum Circular (CMC) No. 70-2014, all 
vehicles under tariff headings 87.02 and 87.03 shall be referred to lAS for value 
recommendations. Further, no shipments of automobiles under these tariff 
headings should be released without prior clearance from BOC's IAS.

• The seizure and/or forfeiture of the subject vehicles is proper.

The subject vehicles must be forfeited in favor of the government for the 
following reasons: (1) they were imported in the Philippine territory through false 
declarations in the IEIRDs {i.e., misdeclaration as to their model and/or series); 
and {2) they were undervalued per IEIRDs by more than 30% of the actual value as 
found during the physical inspection (i.e., prima facie presumption of fraud).
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Accordingly, the Court find that there is no procedural lapse on the part of COC when 
he issued the assailed Decision and Order.

TKH Marketing v. Bureau of Customs, Bureau of Internal Revenue and The 
Department of Finance
CTA Case No. 9911, promulgated 8 August 2022

Facts:

Company A paid, under protest, VAT for a shipment that arrived on 18 March 2014. 
Company A filed a protest with the District Collector, Port of Manila, on 15 April 
2014, maintaining that the VAT on the subject shipment should be based on the 
invoice value and requested for a refund of its excess payment. The District Collector 
granted the protest which was affirmed both by the Commissioner of Customs (COC) 
and the Secretary of Finance (SOF) on automatic review. The COC endorsed to the 
Commissioner of Internal Revenue (CIR) Company A’s claim for refund. However, the 
CIR advised the COC that the claim for refund could no longer be entertained because 
the two-year prescriptive period under the Tax Code has already lapsed. 

Issues:

1. Does the COC have jurisdiction over a claim for refund of VAT?

2. Whether Company A’s claim for refund has already prescribed.

Ruling:

1. No. The COC collected the VAT due on the subject importation pursuant to the 
delegated authority accorded to him by the CIR. In other words, the burden of 
collecting the subject VAT remains with the CIR. As such, it is the CIR who has the 
authority to decide on the refund claim of Company A. 

2. Yes. Since the tax subject of the present claim for refund is VAT imposed 
under the Tax Code, it follows that any refund thereof shall be governed by its 
provisions. Under Section 204, an administrative claim for refund or credit must 
be filed within two years from payment of the tax. Conversely, Section 229 states 
that an administrative claim must be filed first before the filing of the judicial 
claim, and that the latter must be filed also within two years after payment of the 
tax sought to be refunded. 

Company A had two years from the date of payment of VAT, specifically, from 8 
April 2014 to file a claim for refund, both administrative (i.e., before the CIR) and 
judicial. However, no such filing was made to the CIR. 

The Protest with the District Collector, Port of Manila filed on 15 April 2014 
cannot be treated as the administrative claim for VAT refund, since an application 
for refund of internal revenue taxes lie within the jurisdiction of the CIR and not 
with the COC whose jurisdiction for refund relate to customs duties and fees under 
the customs law. Moreover, the judicial claim was lodged only on 22 August 2018, 
beyond the two-year prescriptive period which ended on 8 April 2016.

An application for refund of 
internal revenue taxes lie within the 
jurisdiction of the Commissioner of 
Internal Revenue and not with the 
COC.
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Seizure/Forfeiture

Gamma Gray Marketing v. Bureau of Customs, represented by its Commissioner, 
Isidro S. Lapeiia (Formerly UDK-SP023)
CTA No. 9855 promulgated 27 July 2022

Facts:

These are four consolidated cases involving importation of luxury vehicles by Company 
G. Then Manila International Container Port (MICP) Acting District Collector issued the 
Consolidated Order for the forfeiture of all 18 imported luxury vehicles in favor of the 
government. Company G then appealed to then Customs Commissioner who denied the 
appeal.

Company G then filed a Petition for Review before the CTA Division. 

Issues:

1. Has the Court jurisdiction over the case?
2. Is the Authority to Release Imported Goods (ATRIG) necessary at the time of the 

shipments’ arrival?
3. Should the Importer’s Sworn Statement (ISS) be submitted with the Import Entry/

Single Administrative Document (SAD)?
4. Is a permit to operate a condition before engaging in importation of automobiles?
5. Did Company G deliberately under declare the value of its importation? and
6. Was there probable cause to justify the issuance of the WSDs?

Ruling:

1. Yes. The CTA ruled that a party affected by decisions of the Commissioner of 
Customs on seizure and detention of property, has 30 days from the receipt 
of such decision to take action. In this case at hand, Company G received the 
Consolidated Decision on 26 March 2018 and it filed the appeal on 25 April 2018, 
within the allowed period.

2. No. The CTA citing RR No. 2 – 2016, stated that ATRIG should be issued prior 
to the release of excisable products from the customhouse and that in all 
importations of automobiles, these shall not be released without payment of the 
ad valorem tax. The CTA further explained that the same RR provides that if an 
excisable item is released without an ATRIG, it only gives rise to the presumption 
that the taxes due were not paid or not properly paid. As such, ATRIG is not 
necessary upon the arrival of the shipments, as long as the custody remains with 
the BOC. As such, Company G did not violate RR No. 2-2016 when it failed to 
submit the ATRIG at the arrival of the subject shipments.

3. Yes.  The CTA citing CMO No. 29-2014, declared importers must submit to the 
BOC a certified true copy of the ISS duly filed with the BIR upon filing of the SAD. 
The ISS refers to the duly notarized document executed by the importer showing 
information on the imported brand-new automobile such as (a) the Importer's 
Selling Price, (b) the Dealer's Suggested Selling Price and (c) the Total Cost of 
Importation and Expenses, which are the three (3) primary taxable bases used 
in computing the excise tax due on brand new automobiles. Company G failed to 
submit these certified true copies of the ISS duly filed with the BIR along with the 
SAD violated CMO No. 29-2014.

RMO No. 35-2002 requires that the 
importer-applicant have a Permit to 
Operate at the time of application 
for ATRIG. Otherwise, automobiles 
may be seized and forfeited. 
Likewise, undervaluation of motor 
vehicles may warrant the seizure and 
detention of shipments.
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4. Yes. The CTA citing Section 11 of RR No. 25-2003 stated that any person who 
desires to engage in business as an importer or dealer of automobiles, shall before 
the start of the business operations, be required to register with the BIR Office 
having jurisdiction over his intended place of business and/or warehouse. The 
same RR also provides that no person shall engage in a business as an importer of 
automobiles unless the premises which the business is to be conducted has been 
duly approved by the Commissioner.

Moreover, the CTA also cited RMO No. 35-2002, which provided that the BIR shall 
not accept and application for ATRIG if the importer-applicant does not have a 
Permit to Operate. Company G, in importing the automobiles without securing first 
the Permit to Operate, warrants the seizure and forfeiture of the cars in favor of the 
government pursuant to Section 1113 (f) of the CMTA.

5. Yes. The CTA cited Sections 107 and 1400 of the CMTA that provides that the 
declarant shall be responsible for the accuracy of the goods declaration and 
payment of all duties, tax and other charges due on the imported goods. There is 
undervaluation when: (a) the declared value fails to disclose in full the price actually 
paid or payable or any dutiable adjustment to the price actually paid or payable; 
or (b) when an incorrect valuation method is used or the valuation rules are not 
properly observed, resulting in a discrepancy in duty and tax to be paid between 
what is legally determined as correct value against the declared value. The Sections 
also provide that a discrepancy in duty and tax to be paid between what is legally 
determined and what is declared amounting to more than 30% shall constitute 
evidence of fraud and that there is misdeclaration is intentional or fraudulent when 
false or altered document is submitter or false statement or information are made 
knowingly.

Here the parties used the IAS references values in assessing the import duties and 
taxes of petitioner's imported motor vehicles as the Commissioner of Customs had 
reasonable doubt as to the truthfulness or accuracy of the shipments declared 
values. When Company G did not submit the required ATRIG and ISS, this precluded 
the Commissioner of Customs to determine the ad valorem taxes due on the 
imported automobiles and that the documents filed in support were inaccurate and 
contained dubious information. 

The declared values for the imported automobiles by Company G had a discrepancy 
for 73.30% for the McLaren and 41.25% for the Range Rover. This showed the 
declared values by Company G failed to disclose the full value of the imported cars 
and the declaration qualifies as “undervaluation” and thus, may be appreciated as 
probable cause to warrant the issuance of a WSD for each of the shipments.

Furthermore, Company G failed to disprove the allegation of undervaluation as 
it failed to explain the telegraphic transfer of the first six shipments made by its 
competitor on its behalf and the purported authentication of invoices issued by DTI 
did not state the commercial invoices are genuine and authentic.

6. Yes. As the CTA had explained, Company G in starting and continuing its 
importation business without Permit to Operate from the BIR violated Section 1113 
(f) of the CMTA that gives basis to the legality of the forfeiture of the imported 
automobiles in favor of the government.

Furthermore, Company G’s declared values for the subject imported motor vehicles 
are lower than the IAS reference by 73.30% and 41.25%, respectively, qualifies 
as "undervaluation," as defined in Section 1400 of the CMTA, and thus, may be 
appreciated as probable cause to warrant the issuance of a WSD.
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Supreme Court Cases

Light Rail Transit Authority vs. Bureau of Internal Revenue, represented by the 
Commissioner of Internal Revenue 
Supreme Court (Second Division) G.R. No. 231238, promulgated on 20 June 2022

Facts:

The Commissioner of Internal Revenue assessed the Light Rail Transit Authority (LRTA) 
for deficiency taxes for the year 2003. Subsequently, a Final Decision on Disputed 
Assessment was received by the LRTA on 26 April 2011, which it appealed to the 
Commissioner of Internal Revenue (CIR) on 6 May 2011.

Pending the resolution of said appeal, the Revenue District Officer issued a Preliminary 
Collection Letter demanding payment of LRT’s alleged tax deficiencies within 10 days 
from receipt thereof. In response, LRTA reiterated that its appeal was still pending with 
the CIR. This prompted the Revenue District Officer to issue a Warrant of Distraint and/
or Levy.

In a letter dated 30 June 2014, Regional Director, acting on LRTA’s appeal to the CIR, 
denied such appeal. LRTA received a copy of this letter on 12 August 2014. 

On 11 September 2014, the LRTA filed a petition for review before the Court of Tax 
Appeals (CTA). BIR moved to dismiss, arguing that the reckoning point for filing the 
Petition for Review should be on the day the LRT received a copy of the Warrant of 
Distraint. On the other hand, LRTA argued that the reckoning point should be 30 June 
2014, the day in which it received from the Regional Director as the CIR’s authorized 
representative that denied its appeal.

The CTA agreed with the BIR and dismissed LRTA’s petition; hence, this petition.

Issue:

Did LRTA timely file the petition for review with the CTA? 

Ruling:

Yes, the petition for review was timely filed by LRTA with the CTA.

In the case of a decision on the protest, the appeal must be filed 30 days from receipt 
of the adverse decision. On the other hand, in the case of inaction, the Supreme Court 
previously held that a taxpayer may either: 

• File a petition for review with the Court of Tax Appeals within 30 days after the 
expiration of the 180-day period fixed by law for the Commissioner of Internal 
Revenue to act on the disputed assessment; or

• Await the final decision of the Commissioner on the disputed assessments and 
appeal such final decision to the Court of Tax Appeals within 30 days after 
receipt of a copy of such decision. This is true even if the 180-day period for the 
Commissioner to act on the disputed assessment had already expired.

In cases of inaction by the 
Commissioner of Internal Revenue 
on appeals of denials of protest, the 
taxpayer has the option to await the 
Commissioner's decision on appeal 
before filing a petition for review 
before the Court of Tax Appeals. 
The petition for review can be filed 
notwithstanding the expiration of the 
180-day period for the Commissioner 
to resolve protests of assessments.
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Here, there was inaction on the part of the CIR on LRTA’s appeal of the Final Decision 
on a Disputed Assessment. The taxpayer genuinely chose to await the Commissioner's 
final decision on its appeal. It cannot be doubted that the option was made in good 
faith, not as an afterthought or legal maneuver to claim that the assessment had not 
yet become final. This is shown in the letters in reply to the CIR where the taxpayer 
expressed that "it will act on the matter as soon as [it] receives Commissioner's decision 
on [its] appeal."

Neither can the 30-day period for filing a petition for review be reckoned from the 
taxpayer’s receipt of the Preliminary Collection Letter, the Final Notice Before Seizure 
or the Warrant of Distraint and/or Levy. Like the Final Decision on Disputed Assessment, 
all of these were not final decisions on the appeal by the CIR. They remained tentative 
given the pendency of LRTA. All of these were issued on the premise that delinquent 
taxes exist, an incorrect premise. The assessment was still pending appeal with the 
Office of the Commissioner when these issuances were made. As such, all were void and 
should be of no force and effect.

The 30 June 2014 Letter denying the taxpayer’s appeal was the final decision on the 
protest that is appealable to the CTA.

Commissioner of Internal Revenue vs. Philippine Bank of Communications
Supreme Court (Second Division) G.R. No. 211348, promulgated on 5 July 2022

Facts:

On 16 April 2007, Philippine Bank of Communications (PBCOM) filed with the BIR its 
Annual ITR for year 2006. Subsequently, PBCOM filed an amended ITR showing a net 
loss of Php903,582,307 and Php24,716,655 CWT for the fourth quarter of 2006. 
PBCOM indicated in its ITR that it will apply for the issuance of a Tax Credit Certificate 
(TCC) for its unutilized CWT for year 2006 in the amount of Php24,716,655. 

On 3 April 2009, PBCOM filed with the BIR its letter requesting the issuance of a TCC 
for its excess/unutilized CWT in 2006. PBCOM also filed an action with the Court of Tax 
Appeals (CTA) on 15 April 2009 for the issuance of a TCC and alleging inaction of the 
CIR. In its answer, CIR argued that PBCOM’s claim for issuance of a TCC is in the nature 
of a refund and is subject to administrative examination by the BIR and that PBCOM 
failed to comply with the requirements of RR No. 6-86 and RR No. 2-2006.

Issues:

1. Can PBCOM’s alleged failure to submit documents under RMO No. 53-98 and RR 
No. 2-2006 result in the denial of its judicial claim for refund?

2. Was PBCOM able to prove its entitlement to refund?

Ruling:

1. No, the failure of PBCOM to comply with the requirements of its administrative 
claim for CWT refund/credit does not preclude its judicial claim. The CTA’s decision 
in the claim for tax refund/credit litigated anew before the CTA should be solely 
based on the evidence presented before it, notwithstanding any pieces of evidence 
that may have been submitted (or not submitted) to the CIR. Thus, what is vital 
in the determination of a judicial claim is the evidence presented before the CTA 
regardless of the body of evidence found in the administrative claim. 

The only requirement for a 
judicial claim of tax credit/refund 
to be maintained is that a prior 
administrative claim for credit/
refund has been filed, regardless 
of the completeness of documents 
submitted to the BIR.

The two-year prescriptive period for 
the filing of both an administrative 
claim and judicial claim for tax 
credit/refund should be reckoned 
from the date of filing of the 
adjusted final tax return. 

The amount of tax credit/refund 
of CWT claimed must not only be 
supported by the required BIR Form 
2307 but must also correspond with 
the income included in the claimant’s 
tax return.



37Tax Bulletin  |

Under Section 229 of the Tax Code, the only requirement for a judicial claim of 
tax credit/refund to be maintained is that a claim for refund or credit has been 
filed before the CIR. There is no mention in the law that the claim before the CIR 
should be acted upon first before a judicial claim may be filed. The legislative 
intent is to treat the judicial claim as independent and separate action from the 
administrative claim, provided that the latter must be filed in order for the former 
to be maintained. Unlike administrative claims for input tax refund/credit before 
the CIR, there is no such period of action required in administrative claims for CWT 
refund/credit before the CIR.

2. Yes, PBCOM complied with the requisites for the refund of excess CWT credits.

The requisites for claiming a tax credit or a refund of CWT are as follows:

• The claim must be filed with the CIR within the two-year period from the date 
of payment of the tax;

• It must be shown on the return that the income received was declared as part 
of the gross income; and

• The fact of withholding must be established by a copy of a statement duly 
issued by the payor to the payee showing the amount paid and the amount of 
the tax withheld.

On the first item, the Supreme Court ruled that both of PBCOM’s administrative 
claim and judicial claim were filed within the two-year prescriptive period. The 
Supreme Court cited its previous decisions and clarified that the two-year 
prescriptive period in filing a claim for tax credit/refund actually begins to run 
on the date of the filing of the adjusted final tax return because this is when the 
taxpayer would know whether there is still a tax due or a refund can be claimed 
based on the adjusted and audited figures. 

On the second and third items, the Supreme Court ruled that in determining the 
CWT amount to be credited, the same must not only be supported by the required 
BIR Form but it must also correspond with the income included in the tax return of 
the claimant, upon which the taxes were withheld. Thus, PBCOM is only entitled 
to a tax refund/credit of Php4,624,554.63 representing the amount of CWT 
supported by BIR Forms 2307 and corresponding to income payments recorded in 
PBCOM’s General Ledger and Annual ITR for the taxable year 2006.
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SGV is the largest professional services firm in the Philippines. In everything 
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EY exists to build a better working world, helping to create long-term value 
for clients, people and society and build trust in the capital markets. Enabled 
by data and technology, diverse EY teams in over 150 countries provide trust 
through assurance and help clients grow, transform and operate.

Information about how EY collects and uses personal data and a description 
of the rights individuals have under data protection legislation are available 
via ey.com/privacy.  For more information about our organization, please visit 
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SGV & Co. maintains offices in Makati, Clark, Cebu, Davao, Bacolod, 
Cagayan de Oro, Baguio, General Santos and Cavite.

For an electronic copy of the Tax Bulletin or for further information about 
Tax Services, please visit our website www.ey.com/ph

We welcome your comments, ideas and questions. Please contact 
Allenierey Allan V. Exclamador via e-mail at 
allenierey.v.exclamador@ph.ey.com or at telephone number (632) 8894-8398.

This publication contains information in summary form and is therefore intended 
for general guidance only. It is not intended to be a substitute for detailed re-
search or the exercise of professional judgment. Neither SGV & Co. nor any other 
member of the global Ernst & Young organization can accept any responsibility 
for loss occasioned to any person acting or refraining from action as a result 
of any material in this publication. On any specific matter, reference should be 
made to the appropriate advisor. While these information have been carefully 
prepared for reference, they are of a general nature and should not be applied 
without the guidance/advice of experts trained specifically to interpret and apply 
them.

The deadlines and timelines mentioned in this Tax Bulletin are pursuant to our 
understanding of the existing administrative issuances of the BIR as of the 
date of writing. These may be subject to change in light of the recently passed 
Bayanihan 2, which also authorizes the President to move statutory deadlines 
and timelines for the submission and payment of taxes, fees, and other charges 
required by law, among others.

 


