NATIONAL ADMINISTRATIVE REGISTER - FEBRUARY 8, 1995

PRESCRIBING THE PROCEDURESIN THE AUDIT/INVESTIGATION OF
CASESCOVERED BY THE THIRD PARTY INFORMATION PROGRAM
OF THE ASSESSMENT SERVICE

BIR MEMORANDUM ORDER NO. 7-95, February 08, 1995

Read online (full-text search, related cases, audio case brief): https://batas.org/library/de5786373506/

l.
Objectives

1. Toidentify potential taxpayers for audit based on third party information.
2. To continue the compliance activity on all third party information cases.

Il.
Background

In September, 1994, third party information cases based on the Interna Revenue Service (IRS) Exchange
Information Program were forwarded to the concerned Revenue District Offices (RDO) for audit/investigation.
All these cases involve taxable year 1991 which will prescribe on April 15, 1995. Furthermore, the Assessment
Service has identified potential taxpayers for audit based on data obtained from local sources.

I1.
Guidelines and Procedures

Revenue District Office

1. Upon receipt of the third party information, the RDO shall locate the corresponding income tax returns (ITR) of
the taxpayers. For the IRS Exchange of Information cases, check taxpayers records for both Forms 1701 and
1710C.

2. If no tax return can be found within the District Office, the RDO shall contact the taxpayer personally or in
writing at the given address informing him that the records of the RDO show that no return has been filed in his
name. If necessary, afollow-up letter shall be sent within fifteen (15) days from the date of the first letter.

Simultaneously, the RDO shall check the taxpayers records with the Information Systems Operations Service
(1SOS). The ISOS shall act on the request within two (2) working days from receipt of the request. In addition, the
RDO shall tap the following information sources:

MERALCOLTO
PLDT SEC
MWSS REGISTER OF DEEDS

SSS OTHER SOURCES

All efforts to locate the taxpayer shall be appropriately documented.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 1 of 4
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library BIR MEMORANDUM ORDER NO. 7-95, February 08, 1995

3. If the taxpayer islocated and an I TR was filed, the RDO shall perform the following procedures:

- Verify if the declared income includes data gathered or supports the activity undertaken as cited in the third
party information.

- Issue a Letter of Authority for substantial discrepancies noted to start the full audit/investigation of the internal
revenue tax liabilities of the taxpayer in question.

- Prepare an audit report and the recommended assessment based on the result of the investigation and the third
party information provided.

- Complete the Third Party Information Feedback Document (Annex "A"[*]) together with the audit report and
send directly to the Audit Data Bank Division, Assessment Service within five (5) days from submission of the
docket to the Assessment Division. Incomplete/incorrect submission will result in a review of the docket by the
Revalidation Committee.

- Forward the docket of the case to the Assessment Division for review and issuance of the assessment natice.
4. If the taxpayer islocated and no ITR was filed, the following procedures shall apply:
- Issue a L etter of Authority for the investigation of the internal revenue tax liabilities of the taxpayer involved.

- Prepare an audit report and recommend the assessment of the deficiency tax based on the result of the
investigation and the third party information provided.

- Complete the Third Party Information Feedback Document (Annex "A™) together with the audit report and send
directly to the Audit Data Bank Division, Assessment Service within five (5) days from submission of the docket
to the Assessment Division. Incomplete/incorrect submission will result in areview of the docket by the Revalida
Committee.

- Forward the docket of the case to the Assessment Division for review and issuance of the assessment notice.

5. Inall third party information cases under investigation, the package audit system procedures and the prescribed
audit reporting requirements shall be followed.

6. If the taxpayer cannot be located, the following procedures shall be performed:

- Accomplish feedback document (Annex "A") with documentary proof of the effort exerted to locate the
taxpayer.

- Submit the same to the Audit Data Bank Division, Assessment Service.

7. In case the third party information was sent to an RDO which no longer has jurisdiction over the taxpayer
concerned, the said RDO shall return the data and inform the ADBD of the present address of the taxpayer for
re-assignment of the case to the next RDO having current jurisdiction over the taxpayer.

8. Prepare a status report (Annex "B"[*]) on a monthly basis and submit to the Regional Office. The Regional
Office shall send the consolidated status report by the fifth (5th) day of the month to Audit Data Bank Division -
Assessment Service.

9. The RDO shall complete the activity on the third party, information for taxable year 1991 cases referred to
them not later than March 31, 1995.

V.
Effectivity
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This Order shall take effect immediately.
Adopted: 08 Feb. 1995

(SGD.) LIWAYWAY VINZONS-CHATO
Commissioner of Internal Revenue

[*] Text available at Office of the National Administrative Register, U.P. Law Complex, Diliman, Quezon City.
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Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.
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