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MONITORING OF SERVICE FEES OF PROFESSIONALS

Bureau of Internal Revenue (BIR), in its promotion of transparency and fight against tax evasion among 
professionals who are self-employed, felt the need to monitor service fees earned by these professionals by 
implementing the following policies and guidelines.
 
Affidavit

BIR is mandating self-employed professionals to submit an affidavit containing the “rates, manner of billings and 
the factors” that affect the determination of service fee charged to clients. The affidavit shall be submitted on the 
date of registration and every January 31 of the following years.  But for this current year, the affidavit shall be 
submitted with thirty (30) days after effectivity of the regulation.
 
Official Appointment Books

Aside from registering the books of accounts and sales invoices and official receipts (VAT and Non-VAT), 
professionals shall also register an official appointment book which contains the name of the client and the date 
and time of the meeting. The books shall be registered with BIR within thirty (30) days after effectivity of this 
regulation.
 
Documentation for Pro-Bono Service

Professionals who render services pro-bono (without charging service fees) shall document such by issuing 
official receipt with indication of a 100% discount. The receipt must be duly acknowledged by the client.
 
Penalties

Self-employed professionals violating the rules shall be penalized in accordance with the Sections 254 and 275 of 
the Tax Code, as amended, and other applicable regulations.
 

Revenue Regulations No. 4-2014

Note: This regulation was published on March 21, 2014 in Manila 
Bulletin. Therefore, effectivity is on April 5. Self-employed 
professionals shall therefore submit affidavit and register 
Official Appointment Books until May 5, 2014.

REVENUE REGULATION
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affidavit shall be submitted within thirty (30) days after 
the effectivity of the RR.
 
The second requirement is the registration of an 
appointment book which contains the names of clients 
and the date and time of meeting. The books shall be 
registered within thirty (30) days after the effectivity of 
the RR. The BIR however, did not clarify if the appointment 
book is to be submitted yearly or, just like the books 
accounts, until the pages are consumed.
 
The third requirement is the proper documentation of 
pro-bono services. The BIR now clearly states a policy that 
pro-bono services should still be documented. How, by 
issuing official receipts indicating a 100% discount 
thereon.
 
Non-compliance with the above regulation will surely give 
BIR the authority to impose penalties based on the 
current Tax Code. This clearly gives message to all 
self-employed professionals and those who are planning 
to be to be updated and comply with the rules to avoid 
penalties.

Lea Chimmin, Junior Associate Tax Advisory 
Services

NO LETUP IN FINANCE’S DRIVE VERSUS 
TAX-EVADING DOCTORS

THE FINANCE department again hit doctors in the latest 
edition of its anti-tax evasion campaign, comparing their 
average income tax payments to those of public school 
teachers.

In the latest Tax Watch advertisement published last 
March 12, 2014, the department, citing Bureau of Internal 
Revenue (BIR) data, claimed that three out of eight 
doctors in the provinces Cebu and Davao had declared 
less income taxes in 2012 than the average public school 
teacher.

The ad noted that the starting pay of a public school 
teacher in the Philippines was P222,552 per year, or 
around P18,549 monthly. The corresponding income tax 
due was said to be P27,360. The department noted, 
however, that a lot of doctors in Cebu and Davao had 
declared 2012 income tax dues less than what the teacher 
needed to pay.

WHAT’S NEW FOR SELF-EMPLOYED 
PROFESSIONALS?
 
This year looks like the year of self-employed 
professionals being the apple of the eye of the Bureau of 
Internal Revenue (BIR). The new Income Tax Returns 
prescribed by the BIR just before the filing of Income Tax 
Returns (ITR) on April 15 this year and the recently 
additional reporting requirements surely are proofs.
 
Per tax regulations, self-employed individuals, including 
professionals, are to file income tax returns quarterly 
using BIR Form 1701Q and annually using the new BIR Form 
1701 mandated through Revenue Regulations (RR) No. 2-14. 
The new ITR, Version June 2013, with a different 
appearance and with seventeen (17) pages, including the 
five (5) page mandatory attachments versus the old ITR, 
Version November 2011, with six (6) pages including the 
one (1) page mandatory attachment are obvious 
differences. The question would now be the reason/s why 
the new ITR has so many pages. As I scanned through the 
new ITR I found the following additional information that 
was not in the old ITR:

1.  
2.
3. 
4.

5.
6.

Careful study on the guideline on filling out the form is 
greatly encouraged especially that the BIR has gotten 
stricter in the evaluation of forms before receiving.

The issuance of RR No. 4-2014 with regards the monitoring 
of revenues of self-employed professionals mandated 
three (3) new requirements for compliance. The first is an 
affidavit containing the rates, billing method and deciding 
factors in arriving at the service fees being charged to 
their clients. This affidavit shall be submitted on or before 
every January 31 of each year. For this year, however, the 

Barcode and Heading on each page
Information on External Auditor or Tax Agent
Schedules of Cost of Sales
Ordinary Allowable itemized Deduction, the mandatory 
attachment in the 2011 version, was included in the new 
ITR
Balance Sheet information
Consolidation of Activities



Tax Digest            Volume 7, Series 43

3

FIVE NEW TAX EVASION CASES FILED

THE BUREAU of Internal Revenue (BIR) March 13, 2014 filed 
with the Justice Department separate complaints against 
suspected tax evaders, including a contractor for 
Malampaya-funded projects.

The BIR lodged a criminal complaint against Agerico L. 
Banzon, owner of Banz Built Construction, for allegedly 
underdeclaring his firm’s tax returns from 2008 to 2010. 
The Palawan government tapped Mr. Banzon’s firm for 
infrastructure projects funded by Malampaya royalties.

Based on the BIR’s investigation, Banz Built earned P62.58 
million from 2008 to 2010 but declared a “measly” 
P279,646 in revenues for 2008. Mr. Banzon also allegedly 
failed to file his income tax returns for 2009 and 2010 as 
well as his value-added tax (VAT) returns from 2008 to 
2010.

“As a consequence of his acts and omissions, Banzon was 
assessed an aggregated deficiency liability of P62.46 
million, inclusive of surcharges and interests, broken 
down the time these regulations became effective are 
required affidavit and register its official appointment 
books within 30 days from date of effectivity of these 
regulations,” the new regulation said.

In addition to the registration requirements, the 
self-employed professionals are also obligated to register 
their book of accounts and official appointment books in 
the practice of profession before they can use those 
books of accounts.

The entries in these books shall contain the names of the 
client and the time of the meeting. The professionals shall 
also register their sales invoices and official receipts 
before using them in any transaction.

According to lawyer Terence Conrad Bello, internal vice 
president of the Tax Management Association of the 
Philippines, the new regulations will be hard to enforce 
because the services of professionals, such as lawyers 
and doctors, are customized to fit the specific needs of 
their clients.

David Cagahastian, Business Mirror, March 22, 
2014

In Cebu, 1,467 or 52% if the 2,825 doctors registered with 
the BIR said their income tax due was less than P27,360. In 
Davao, 464 or 19.3% out of 2,406 doctors declared the 
same.

Next to zero, income tax declarations among doctors in 
Cebu even went as low as P24.50 for 2012 while that for 
Davao was P19, the ad also pointed out.

Many of the doctors in both provinces also had no record 
of income tax declarations in 2012, the department said.

In Cebu, 1,150 doctors, or 40.7% of those registered with 
the BIR, did not declare income taxes, while in Davao some 
1,307 or 54.3% of the total did so.

“When you don’t pay your taxes, you’re a burden to those 
who do,” the Finance department declared, reiterating a 
statement made two weeks ago as it ramped up the drive 
against tax evaders.

Tax Watch is an ongoing campaign by the department 
where weekly full-page advertisements containing tax 
collection statistics are released, with the goal of 
encouraging people to comply with laws and raise 
government  revenues.

The campaign earned the ire of various professions after 
new ads compared the tax payments of a doctor and an 
accountant with those of a school teacher and a foreman. 
The message was that some taxpayers were earning more 
but paying less to the government.

The Philippine Medical Association (PMA), in particular, 
claimed the ad depicted doctors as “tax cheats,” which is 
“unfair” to the profession. The Finance department, which 
has been particularly critical of professionals such as 
doctors who do not pay proper  taxes, appears to have 
ignored the PMA’s complaint.

The BIR is the government’s main revenue agency, 
accounting for about 70% of collections. It is tasked to 
raise P1.456 trillion this year. The bureau shored up P1.217 
trillion last year, short of the P1.253-trillion goal.

Bettina Faye V. Roc, Business World, March 13, 2014
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PROFESSIONAL CHARGE OF BILLING 
RATES MUST NOW BE NOTARIZED, BIR 
SAYS

THE Bureau of Internal Revenue (BIR) has issued a 
regulation requiring professionals to submit an affidavit 
indicating their rates, manner of billing and service fees to 
their BIR within 30 days or face sanctions under the Tax 
Code.

Internal Revenue Commissioner Kim Jacinto-Henares 
issued Revenue Regulation 4-2014, which seeks to monitor 
the service fee charged by professionals and determine if 
they pay the correct taxes.

The new regulation comes in the wake of a sustained 
campaign by the BIR against doctors who are held in high 
esteem in society but some of whom declare and pay less 
tax than the average schoolteacher whose own tax are 
automatically withheld monthly by their employers.

“Self-employed professionals shall register and pay the 
annual registration fee. In addition to the requirements for 
annual registration, all self-employed professionals 
shallsubmit an affidavit indicating the rates, manner of 
billings and the factors they consider in determining their 
service fees upon registration and every year thereafter 
on or before January 31,: Section 2 of RR 4-2014 said.

“All existing and registered self-employed professionals at 
the time these regulations became effective are required 
affidavit and register its official appointment books within 
30 days from date of effectivity of these regulations,” the 
new regulation said.

In addition to the registration requirements, the 
self-employed professionals are also obligated to register 
their book of accounts and official appointment books in 
the practice of profession before they can use those books 
of accounts.

The entries in these books shall contain the names of the 
client and the time of the meeting. The professionals shall 
also register their sales invoices and official receipts 
before using them in any transaction.

 

BIR ORDERS PROBE OF TOP 
PROFESSIONAL TAXPAYERS

Commissioner Kim S. Jacinto-Henares of the Bureau of 
Internal Revenue (BIR) ordered last March 29, 2014 a 
stepped-up investigation of large businesses in the wake 
of calls from certain sectors for the bureau to go after the 
“big fish” and not on self-employed individuals like 
doctors to raise more taxes.

The probe will be handled by the BIR’s large taxpayers 
service (LTS) which audits the country’s more than 2,500 
multinationals, inter-related companies and other big 
enterprises.

The BIR chief stressed that the investigation of 
professionals will be pursued without let-up by revenue 
district offices nationwide to enhance the level of 
compliance.

Informed sources disclosed that Henares has instructed 
last week the 128 revenue district officers to submit the 
list of 20 top professional taxpayers in their respective 
areas for audit.

She issued the directive amid reports that the agency has 
failed to hit its collection target last month, which critics 
have labeled as “unrealistic” and “unreasonable”.

However, the February collection of P78.3 billion was 
actually 5 percent, or P3.8 billion, higher over the actual 
collection for the same period last year.

“It has been observed that the sectors of the economy 
that are registering high growth are sectors that enjoy 
incentives like income tax holidays, exemption from value 
added tax and preferential rates,” Henares said.

She added that “as a result, the growth in these sectors 
does not translate to increase tax collection.”

In this connection, Henars asked Congress for the speedy 
approval of a bill rationalizing the grant of tax incentives 
to selected industries like income tax holidays, exemption 
from payment of value-added tax and preferential rates.

Jun Ramirez, Manila Bulletin March 30, 2014
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According to lawyer Terence Conrad Bello, internal vice 
president of the Tax Management Association of the 
Philippines, the new regulations will be hard to enforce 
because the services of professionals, such as lawyers 
and doctors, are customized to fit the specific needs of 
their clients.

David Cagahastian, Business Mirror, March 22, 
2014


