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

May 6, 2002

REVENUE REGULATIONS NO. 5-2002

SUBJECT Electronic Linkage with Excise Tax Establishments
TO : All Internd Revenue Officers and Others Concerned

Section 1. SCOPE. Pursuant to the provisons of Sections 152 and 244 of the
National Internal Revenue Code of 1977 in relation to Section 27 of Republic Act
No. 8792, these Regulations are hereby promulgated in order to regulate the system of
monitoring operations of taxpayers subject to excise tax through eectronic linkages.

Section 2. BACKGROUND. The improvement of the excise tax adminigtration
is one of the mgor thruss of the Bureau of Internal Revenue. In this regard, one of
the priority aeas of condderation is the devdopment and implementation of
programs, processes, systems and procedures that would provide convenience to
excise taxpayers in teems of compliance with the Bureau's regulatory and reporting
requirements and aso provide maximum benefit to the latter in terms of improved
operationd efficiency in the exercise of its supervisory and control functions over
exciseable establishments.

Due to the advancement in information and communicetion technology, there is an
imperative need to create an information-friendly environment that links the database
of excise taxpayers with the Bureau's systems and faciliiess. The dectronic linkage
sysem will provide the Bureau with the capability to extract directly from the
taxpayers database relevant information necessary in the determination of the correct
amount of excise taxes due from excise tax establishments.

Section 3. OBJECTIVES. Theimplementation of the eectronic linkage system
amsto achieve the following objectives:

3.1 Reduce the manua processes and hand-overs in the preparation and
submissonffiling of information returns prescribed  from  excise
taxpayers,

3.2 Minimize taxpayer contact in the course of supervisng and controlling
its operations for purposes of determining the correct volume of
production and removals of exciseable articles;



3.3  Provide and egtablish an dectronic link to ensure an accurate, red-time
information from excise taxpayers on product movements from
receipts of raw materids up to removals and/or sales of goods,

34 Eddilish a daabase that is vduable in the andyds profiling,
amulation and forecasting of revenues from excise taxes, and

3.5 Reduce adminidraive cods in excise tax assessment, enabling the daff
to concentrate on andysis rather than transactional issues.

Section 4. DEFINITION OF TERMS. For purposes of these Regulations, the
terms herein provided are defined as follows:

4.1 Electronic Linkege — refers to the sysdem that paves the
submisson/tranamisson of daa and information in dectronic format
viewable and accessble to the Bureau under secured environment via
internet facilities,

4.2 Secured Environment — refers to the safeguard of information and data
from unauthorized access infusng a high qudity protection from the
source to the destination over the wide area network

4.3 Excisedble Edablishment - refers to any person, naturd or juridicd, who
is engaged in the budness of manufacturing, producing, assembling,
importing and/or trading goods or articles subject to excise tax under Title
V1 of the Tax Code of 1997.

4.4 Computerized Accounting System — refers to a computer-based system
used to process captured/encoded accounting/financial data to generate
books of accounts, reports, or any other accounting information. This
sysem may dther be comprehensve in nature to cover dl the financid
transactions of the sysem owner or may only be a component or
components thereof.

4.5 Computerized Books of Accounts — refers to computerized books of
entries (eg., journds, ledgers, subddiaries, ec) emandating from
processed transactions that are captured or encoded into the accounting
system and/or interfaced system(s).

Section 5. COVERAGE. The edtablishment of the dectronic linkage sysem
shdl be mandatory to excise tax establishments with computerized books of accounts
and accounting system as identified by the Commissoner of Internd Revenue. The
sysem linkage shdl cover business operations of excise taxpayers from receipts of
raw materias up to removals and/or sales of goods.

Section 6. NOTIFICATION OF EXCISEABLE ESTABLISHMENT.
Taxpayers identified for dectronic linkage dhdl be notified in writing by the
Commissoner of Internd Revenue. Upon natification thereof, identified taxpayers
shdl immediately coordinate with the Large Taxpayers Service (Excise Tax Group)
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on the deermination of the daa requirements, operationad and technica
specifications, and other resource requirements for the proper implementation of the
eectronic linkage system.

Section 7. PRESUMPTIONS ON EXTRACTED DATA/INFORMATION.
All information received by the BIR as a result of the linkage shal be governed by the
following presumptions

7.1 The extracted information include dl the recorded transactions covered by
the linkage and the  same are exact replica of the pertinent data contained in
the taxpayers database; and

7.2 In case of disputes or discrepancies in the details of extracted information,
the data shown in the BIR server shdl prevall.

Section 8. SECURITY OF INFORMATION.  The information extracted by
the BIR from the taxpayers database shdl be trested with utmost confidentidity and
shdl only be used for internal revenue tax purposes in accordance with the provisons
of Section 270 of the Tax Code of 1997. Sufficient syssem security measures shdl be
indituted by both the BIR and the taxpayer to prevent any destruction, or hacking
that may be inflictced on the computerized sysems and facilities of both parties.
Likewise, security procedures shal be exercised b avoid any undue harm or damage
to the dectronicdly linked excise taxpayers arising from divulgence of information to
any unauthorized person.

Section 9. SYSTEM UPGRADE/ENHANCEMENT. In case of sysem
upgrade or enhancement on the part of the taxpayer tha may, in any way, afect or
impact the exiding eectronic linkage set-up, the taxpayer shdl immediaidy notify the
BIR in writing of such change for sysem re-evauation, in accordance with existing
revenue rules and regulations. It shal be the sole responshility of the taxpayer to
enhance the dectronic linkage module such that dl daalinformation transmisson will
not be hampered/delayed/affected/restructured. Should the agreed data requirements
be affected, such enhancement shdl require prior gpprovd from the BIR.

Section 10. SYSTEM UNAVAILABILITY. In the event that downtime or nor-
connectivity or unavallability of any of the criticad component of the system (such as
application software, hardware or network) is attributable to the Bureau, the taxpayer
shall submit the required report/s or data in diskeite format readable and compatible to
the existing environment.

Section11. PENALTY CLAUSE. Any violaion of the provisons of these
Regulations shdl be punishable under the pertinent provison(s) of the Tax Code of
1997. The provisons of Section 204 of the Tax Code notwithstanding, no
compromise shdl be entertained/dlowed in case of willful refusal by any identified
excissble taxpayer to edablish dectronic linkage with the BIR or commisson of any
deliberate act to submit erroneous reports.



Section 12 TRANSITORY PROVISION. Taxpayers dectronicaly linked with
the BIR dndl, with respect to periodic applicable excise tax information
returngreports on production and removas (eg. Officiad Register Books, etc), be
required to meke padld filing of sad periodic returngreports, until the entire
operations prescribed in this Regulations are fully linked with the BIR.

Section 13. EFFECTIVITY CLAUSE These regulations shdl take effect
fifteen (15) days after publication in any newspaper of generd circulation.

(Origind Signed)
JOSE ISSDRO N. CAMACHO
Secretary of Finance
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