(a0 §

/ DRTAILS-AREA-CODE-A-

ABOUT BUREAU OF INTERNAL
REVENUE

Bureau of Internal Revenue is a
government agency in Philippines. The
agency is primarily responsible for the
enforcement and collection of taxes as
mandated by the National Internal
Revenue Code. The organization
comprise of around 14,000 employees
and 28% of which represent the audit
personnel. It is mandated that all the
audit personnel will have access to the
audit analytics software to equip them
in audit of businesses using
computerized accounting systems.
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INTERVIEW WITH BUREAU OF INTERNAL
REVENUE

In this interview, we have Mr Joseph Christian B.
who is currently holding the position of Group
Supervisor in one of the Audit Divisions of the
Bureau of Internal Revenue. Mr Joseph is also one
of the key persons in the implementation of
Computer Assisted Audit Tools and Techniques in
the organization.

Q: What are the challenges did / do you face?

As our primary responsibility is focused on audit investigation
of books of accounts of taxpayers, one of the most
compelling challenges that our personnel are constantly
facing are the complexity and voluminous data that needs to
be processed and analyzed in order to establish whether
taxpayers are correctly complying with their tax obligations.
As computerized accounting systems become increasingly
intricate especially banks, financial institutions, businesses in
digital platforms (gcash, lazada, shopee etc), point of sales
machines and others, it is no longer possible to audit these
platforms without a dedicated audit tool at this point.
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Q: What factors led you to select Arbutus Analytics to address these challenges?

We have been advocating audit analytics tools since 2005 in our agency but under a different software.
We shifted to Arbutus Analytics recently since this meet our audit requirements much better in these
times it being more powerful, able to handle voluminous data from our taxpayers including portable
data format files, its user-friendly features and reliable technical support.

Q: Can you provide specific details on how Arbutus technology / services are being applied within
your organization?

As our mandate is focused more on audit and investigation, our tax auditors use this software for data
interrogation and data mining techniques to look for infractions on taxpayers’ compliance. These are
focused on undeclared revenues through third party matching, detection of sales suppression activities
such as reusing invoices/official receipts for different transactions, completeness of declared revenues
through accounting of business records, propriety of claimed expenses and withholding tax compliance.
The audit effort has a direct impact on all tax types being investigated such as income, business tax and
all types of withholding taxes.

Q: What are some of the benefits you have realized as a result of implementing Arbutus Analytics?

As an internal trainer for this software, | always start our course with my personal experience in one of
our cases we handled before. A microfinance company which caters to small and medium businesses
and households became one of our most challenging cases as the data we need to examine comprise of
six hundred million records or transactions. Data is overwhelming that our workstations are not
working as optimal to conduct our tests due to hardware limitations or our workstations does not have
enough memory to perform our tests. Concentrated tests using Arbutus Analyzer yielded the taxpayer
settling deficiency taxes from the usual four million pesos (68,000 USD) that the taxpayer paying year
on year to eighty million pesos (1,300,000 USD) or about 2000% improvement. Since our organization
subscribes to about one hundred licenses of Arbutus Analyzer, one aforementioned audit case alone is
enough cover over at least ten years’ worth of subscription already for all the subscription
requirements of our entire organization. The infraction was attributed to exemptions that the taxpayer
is claiming on documentary stamp taxes since their loan releases does not meet the threshold as
provisioned in our tax code. After our examination, the aggregated value of these loan releases
however established that it went beyond these thresholds and consequently subjecting these
transactions to documentary stamp tax.

Other benefits that can be attributed to using a dedicated audit software include audit of 100 % of the
data and limiting if not eliminating tests through sampling, Audits of records in PDF format such as
invoices, official receipts, bill of ladings and freight manifests etc. are possible only through this
solution.

Q: Does your organization plan to expand the use of Arbutus Analytics into other departments or
enterprise areas?

Certain departments and other offices within our organization are approaching us regarding specific
needs that their spreadsheet programs cannot accommodate. It is possible that we will expand these
needs as well.
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