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Republic of d1e Philippines 

PHILIPPINE HEALm INSURANCE CORPORATION 

July 14, 2005 

Cltystate Centre 709 Shaw Boulevard, Paslg City 
Heallhllne 637-9999 www.phllhealth.gov.ph 

PH!t~TH CIRCULAR 
No. s-2005 

TO ALL ACCREDITED GOVERNMENT HOSPITALS 
AND PROFESSIONALS, ASSISTANT VICE 
PRESIDENTS, MANAGERS-NCR PHILHEALTH 
OFFICES, AND ALL OTHERS CONCERNED 

SUBJECT Implementation of Bureau of Internal Revenue 
Memorandum Circular No. 21-2005 

Pursuant to Bureau of Internal Revenue Memorandum Circular No. 21-2005, all PhilJiealth 
reimbursements for professional fees payable to the "Chief of Hospital" for pooling and 
distribuoon among health personnel in a government hospital shall no longer be subject to 
10% expanded withholding tax. Instead, the Corporation through its Regional Offices shall 
issue a Certificate of Income Payment not Subject to Withholding Tax (BIR Form No. 2304) 
to be included in the submission of the Annual Information Return to BIR. 

The accredited government hospital, on the other hand, "upon di!tn'/mtion of their sba~ from 
Phi/Health to their medical and non-medical personnel shaU be responsible for the withholding of tax on 
compt"nsation, the ismance of EmpktJtr's Certificate of Compentation Pqyment/T ax Withheld (BIR Form 
No. 2316) and the mbmission of Annual Information Return. Sr1ch tbare from Phi/Health shali form part 
of compensation income for the taxable year subject to appropriate withholding tax rate." 

This shall be applied to payments of professional fees of salaried physicians payable to 
"Chief of Hospital" for claims received by the Corporation effective August 1, 2005. 

Please be guided accordingly. 

L~~ESOIII 
Officer-In-Charge 
President and Chief Executive Officer 

Date Signed:-----~ 
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., p,n;tRE~ENUE MEMORANDUM CIRCULAR NO. 21-2005 
., Di'>b~~·. ,, l.,,,· . r '"' 1 

SUBJECT~·'#'Guldelines and tPOiicies , for Sourcing Pochng and Distril>~JtiOP of 
.Philhealtl1 ~~comrnon Fund" in Departrnar.l of Ht:Jolttl (fJOHJ 

"' : Hospitals .and. other Government Clinics an(J 1-f:Jspildls 
" . . . ~ ' ' 

TO: s• · ·Ail:..Withholding Agents, Government Clinrr.:s dnd Hospttal off•ctals 
and employees, Philheallh Officials and ernplo~·ee.J, Internal 

• • Revenue Officers and Others Concetned. 

Background: 

For the proper implementation Item N, se,ct1on S2, Rule VIII of lh(1 
Implementing Rules and Ragulotions of Republk; Act 7875 entrtlod "Nationi:ll 
Insurance Act of 1995" that provides professional fees for servrces rendered by 
salaried public health providers may be retained by the heaith care mstitution ;,, 
which service~ -are. rendered for pooling and distribution arnony health personnel. 
The manner of distributing the profession fees ; ~ IPft to tht=t disc1 ution of the 
health care institution and the funds are kept on a trust account 

The professional fees for services rendered by t11e rnecl1cal staff wh1ch me 
billed to and released by the Philippine Health Insurance Corp~_,ration , net ot the 
10% withholding tax is in the name of the Office of the Chief Hospi~al though 
they are not intended for hls account but for distribution to all ho~>pital personne: 
as honorarium and other usage. The Issue is anc;hored th<Jt t11e rncome and 
credits are not claimed accordingly. 

POLICIES AND GUIDELINES: 

1. Professional fee5 from services rendered by salc:uied public hE:Jilll :.01 vice 
providers paid by Phllh€>alth kept in ~common fund" shall not be subjeciec! 
to 10% ·expanded withholding tax consid~ring that the ~'aycr of income b a 
government entity and the recipient of incorna ~~ also a government flnlity 
without proprietary function, and that such gross income payment shall 
be in the name of the public health institution PhiiJ·,eaiUl shall bsue a 
Certificate of Income Payment not Subject to Withholding T<.~x (Bit-( Fcrm 
No. 2304) and included in submission of the Annual lnforrne~lion Hcturn ta 



 

2. The Public Hi1alth Institution upon tr1e d1stributien of th<:w sn::tre from 
· Philhe"lth to their medical and non-rnediCt:tl pc.w.;onnei ::,hJII l:t:: 

responsible for the withholding of tax on cornpcnsativ:·t, tbt; issuanct: of 
Employer's Certificate of Compensation Payrnent/Ta>: VVitllhelu (BIR 
Form No. 2316) and the submission of Annual lnforrrJtl(m Return Such 
share. fromPhilhealth shall form pnrt of cornpensotion income for the 

. taxable year subject to appropriate withholding tax rate. Tnoy shal! ensure 
~ '· · that ~~ due is equal to tax withheld following lh£1 yE:ar-end adjustment 

"": • . ·. proc~llreJ~ )~: · • · "'. • •. 
1-'i • ~ :z;r:-

. t< ·; ' ~~~'bu~ements of funds from Philheiath other U1ar) the distribution uf 
. f" . ~~pdjtlonat. :compensation to public heai~h workers shall bo subjected to 

.. , · expanded a''1withholdlng · tax under Section 2.5·/.2(N) of RevGnue 
Regulations Nol12·98 a~> amended, on purchases by 9ovemment frvm 
local/resident suppliers on purchases of g0ods ot 1% :·mi nr: purr·h~se of 

.~.. services other than those covered by other wi!hhoi<.Ji119 tal( wles at 2% 

All internal revenuo offrcers and employHes and ethers C(H1Cernl!d Jre 
enjoined'to.give this Circular as wide a publicity as p~:,s::1ulo. 
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(Origtnal St!Jf,cd) 
GUILLERMO L. PARAYNO, JR. 

Comrni:;si,mer of tnll!rnal Rev~niJe 


