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VI. General Findings and Recommendations

Please note the following key reconciliation findings along with actionable
recommendations:

1. The reconciliation process has revealed discrepancies in the ORE tool concerning
the actual payment of various taxes to the Bureau of Internal Revenue (BIR) and
other regulatory bodies. Instances of concern include misclassifications, such as
the incorrect recording of unsuccessful payments through the Electronic Filing
and Payment System (EFPS) platform. These discrepancies are substantial and
significantly impact the integrity of the ORE tool, which has already been
published for the taxable year 2021.

Recommendations:
● Strengthen the validation protocols within the ORE tool to prevent

misclassifications and inaccurate recordings of payments. This could involve
implementing additional checks and validations specifically tailored to
transactions made through the Electronic Filing and Payment System (EFPS)
platform.

● Establish a routine schedule for comprehensive audits of the ORE tool, with a
specific focus on transactions related to payments made to the Bureau of
Internal Revenue (BIR) and other regulatory bodies. These audits should verify
the accuracy of recorded data and identify and rectify any discrepancies.

● Conduct training sessions for ORE tool users, emphasizing correct recording
practices and addressing common pitfalls, such as misclassifications. This
training should specifically address transactions through the Electronic Filing
and Payment System (EFPS) to ensure accurate and consistent data entry.

2. The ORE tool currently displays the estimated excise tax payable. While these are
duly accounted for in the Audited Financial Statements (AFS) for the respective
taxable year, it is imperative that the recording of excise taxes in the ORE tool
does not reflect what has already been paid for the year. The same principle
applies to the inclusion of VAT and income tax payables, which should not be
consolidated or offset by the prior year's tax credits or payments from the last
quarter of the year, especially if reconciled in the subsequent year.

Recommendations:
● Conduct a comprehensive review of the guidelines for recording excise taxes,

VAT, and income tax payables in the ORE tool. Update the guidelines to ensure
that these entries accurately reflect the current tax liabilities for the respective
taxable year, avoiding consolidation or offsetting with prior-year credits.

● Provide specialized training sessions for users of the ORE tool, focusing on the
proper recording practices for excise taxes, VAT, and income tax payables.
Emphasize the importance of aligning ORE entries with the actual liabilities for
the current taxable year and avoiding any offsetting with prior year credits or
payments.
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3. Payments of Documentary Stamp Taxes (DST) and other taxes to the BIR and
other government agencies often lack accompanying supporting documents in
the ORE tool. Certain payments hold substantial value and material significance,
underscoring the need for the inclusion of supporting documentation.

Recommendations:
● Implement a more robust documentation protocol for DST payments and

other taxes in the ORE tool, ensuring that supporting documents are
consistently attached for each transaction.

● Ensure compliance with the documentation protocol, verifying that all
substantial payments are accompanied by the necessary supporting
documentation.

● Provide regular training sessions and awareness programs to ORE tool users,
emphasizing the importance of including supporting documents for
payments, especially those of significant value and material significance.

● Establish a periodic review process to assess the effectiveness of the
documentation practices within the ORE tool, making adjustments as needed
to address any gaps in compliance.

4. Determining the number of registered extractive industries in the Philippines is
important for a joint effort to promote open data and transparency. This is seen as
a requirement, eliminating the need for waivers from these industries. After the
April 15 deadline for ITR, extractive industries should submit AFS with the
corresponding ITR. Adhering to standards for open data and transparency.

Recommendations:
● Encourages all registered extractive industries to actively participate in the

shared initiative for open data and transparency.
● Implement a streamlined process by eliminating the necessity for waivers from

extractive industries and simplifying compliance requirements.
● Emphasize the importance of timely submission by instituting a requirement

for all extractive industries to submit AFS alongside the corresponding ITR
promptly after the April 15 ITR deadline.

5. As extractive industries actively participate in initiatives promoting open data and
transparency and demonstrate a commitment to participating in global
endeavors, PH-EITI should undertake a recalibration process. This involves a
comprehensive review to determine accurate rates for taxes and licenses,
including any necessary adjustments. The refined standards will necessitate
extractive industries rigorously following these rates and promptly ensuring
adherence.

Recommendations:
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● Foster collaboration between PH-EITI and extractive industries by actively
involving stakeholders in the recalibration process. Conduct consultations and
workshops to gather insights, feedback, and industry perspectives, ensuring a
well-rounded approach to determining accurate rates.

● Create transparent and open communication channels between PH-EITI and
extractive industries. Regularly update stakeholders on the progress of the
recalibration process, share key findings, and provide clarity on the rationale
behind any adjustments. This will foster understanding and collaboration.

● Develop and implement training programs for professionals within extractive
industries, focusing on recalibrated standards, tax compliance, and the
importance of transparency. Equipping industry professionals with the
necessary knowledge and skills will facilitate smoother implementation and
adherence to the refined standards.

6. Companies use both the cash method of accounting and accrual; the calculation
of taxes and licenses may differ between companies. To ensure accurate
valuation, it is crucial to refer to the AFS along with the ITR and notes to FS.

Recommendations:
● Advocate for the standardization of reporting practices among companies,

encouraging a consistent approach to the use of the Cash Method of
Accounting and Accrual. This could involve industry-wide guidelines or best
practices to minimize variations in tax and license calculations.

● Implement training programs for financial professionals within companies,
focusing on the nuances of valuation using different accounting methods. This
will ensure that individuals responsible for financial reporting are
well-equipped to handle variations and make informed decisions.

● Introduce a system of regular compliance checks to verify that companies are
adhering to the recommended guidelines for valuation. This will help identify
any discrepancies early on and allow for corrective measures.

● Engage with relevant regulatory bodies to advocate for clearer regulations or
guidelines on the valuation of taxes and licenses, especially in the context of
different accounting methods. This collaboration can contribute to a more
cohesive and standardized approach across the industry.
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