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[ BIR MEMORANDUM CIRCULAR NO. 01-2003,
December 27, 2003 ]

CLARIFYING CERTAIN PROVISIONS OF REVENUE REGULATIONS
NO. 3-2002 AS AMENDED BY REVENUE REGULATIONS NO. 19-

2002 AMENDING SECTION 2.83 OF REVENUE REGULATIONS 2-98
IN RELATION TO THE SUBSTITUTED FILING OF INCOME TAX

RETURNS OF QUALIFIED PURE COMPENSATION INCOME
EARNERS

The Bureau of Internal Revenue (BIR), in its mission of providing an efficient and
convenient service to its taxpayers, is implementing a "hassle-free" method of filing
Individual Income Tax Returns (BIR Form 1700). This method of filing recognizes
under certain circumstances, the employer's Annual Information Return (BIR Form
No. 1604CF) as the "substitute" income tax return filed by the employee since it
contains the same information found in the income tax return ordinarily filed.

This Circular aims to provide some basic information and answers to questions
frequently asked on substituted filing.

1. What is "Substituted Filing"? 

Substituted Filing is when the employer's annual return (BIR Form 1604CF) may be
considered as the "substitute" Income Tax Return (ITR) of employee inasmuch as
the information provided in his income tax return (BIR Form 1700) would exactly be
the same information contained in the employer's annual return (BIR Form No.
1604-CF).

2. How is "Substituted Filing" different from "Non-Filing"? 

Under "substituted filing", an individual taxpayer although required under the law to
file his income tax return, will no longer have to personally file his own income tax
return but instead the employer's annual information return filed will be considered
as the "substitute" income tax return of the employee inasmuch as the information
in the employer's return is exactly the same information contained in the employee's
return.

"Non-filing" is applicable to certain types of individual taxpayers who are not
required under the law to file an income tax return. An example is an employee
whose pure compensation income does not exceed P60,000, and has only one
employer for the taxable year and whose tax withheld is equivalent to his tax due.

3. Who are qualified and under what conditions will substituted filing of BIR Form
No. 1700 apply?  

Substituted filing applies only to individuals who meet all the following conditions: 



a. The employee receives purely compensation income (regardless of amount)
during the taxable year 
 

b. The employee receives the income only from one employer in the Philippines
during the taxable year
 

c. The amount of tax due from the employee at the end of the year equals the
amount of tax withheld by the employer 
 

d. The employee's spouse also complies with all three (3) conditions stated
above.
 

e. The employer files the annual information return (BIR Form No. 1604-CF)
 

f. The employer issues BIR Form 2316 (Oct 2002 ENCS) version to each
employee

4. Who are not qualified for substituted filing of BIR Form 1700?

The following individuals are not qualified for substituted filing:

a. Individuals deriving compensation income from two or more employees,
concurrently or successively at anytime during the taxable year

  
b. Employees deriving compensation income, regardless of amount, whether from

a single or several employers during the calendar year, the income tax of
which has not been withheld correctly (i.e. tax due is not equal to the tax
withheld) resulting to a collectible or refundable return 

  
c. Employees whose monthly gross compensation income does not exceed Five

Thousand Pesos (P5,000) or the statutory minimum wage, whichever is higher,
and opted for non-withholding of tax on said income 

  
d. Individuals deriving other non-business, non-profession-related income in

addition to compensation not otherwise subject to final tax 
  

e. Individuals deriving purely compensation income from a single employer,
although the income of which has been correctly subjected to withholding tax,
but whose spouse is not entitled to substituted filing 

  
f. Non-resident aliens engaged in trade or business in the Philippines deriving

purely compensation income or compensation income and other business or
profession related income

5. What will be presented in case an ITR is required?  

BIR Form 2316 (Oct 2002 ENCS version) is a statement signed by both the
employee and the employer and serves the same purpose as if BIR Form No. 1700
had been filed. This, however, is not to be submitted or filed with the BIR if the
employee is qualified for substituted filing.

6. What are contained in BIR Form No. 2316 Certificate?  

The new BIR Form 2316 (Oct 2002 ENCS version) consists of the following parts: 



a. Part I — Employee Information (items 3 to 12.) 

This refers to employee's personal information as declared by him in the
Certificate of Update of Exemption and Employer's and Employee's
Information (BIR Form 2305). The same information should likewise be
consistent with the information in the Annual Information Return (BIR
Form 1604CF). 

b. Part II — Present Employer Information (items 13 to 15A) 

The information herein refers to the present employer. 

c. Part III — Previous Employer Information (items 16 to 24A) 

In cases where an employee has previous employer in the same taxable
year, the present employer should mention the previous employer's
information as contained in the employee's BIR Form 2316 issued by the
previous employer. 

d. Part IV — Details of Compensation Income and Tax withheld from the
Present Employer (items 25 to 50) 

This part contains the details and summary of all taxable and non-taxable
regular and supplementary compensation received by the employee
including the summary of taxes withheld from the compensation of the
employee. 

e. 1st Signature Box (items no. 51 and 52) 

This contains a declaration by the present employer that all the
information contained in BIR Form 2316 (Parts I to IV and Summary)
was made in good faith, verified, and to the best of their knowledge and
belief, is true and correct pursuant to the provisions of the National
Internal Revenue Code. 

f . 2nd (Substituted Filing) Signature Box (items 53 and 54) 

This box shall be accomplished under the substituted filing scheme.

7. Who shall prepare and issue BIR Form 2316?  

In general, every employer or other person who is required to deduct and withhold
the tax on compensation including fringe benefits given to rank and file employees,
shall furnish every employee from whose compensation taxes have been withheld
the Certificate of Compensation Payment/Tax Withheld (BIR Form 2316 Oct 2002
ENCS version).

8. When should the employer issue BIR Form 2316?  

Employers should issue BIR Form 2316 to the employee on or before January 31 of
the succeeding calendar year, or if employment is terminated before the close of
such calendar year, on the day on which the last payment of compensation is made.

9. What is contained in the Substituted Filing signature box in BIR Form 2316?  


