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Introduced by Senator Ralph G. Recto

AN ACT
INSTITUTING A SIMPLIFIED TAX COMPLIANCE SYSTEM, AMENDING FOR THIS 
PURPOSE SECTIONS 51(A), 52(A), 57, 58, 74, 75, 76, 77, 114(A), 128, 232(A) AND 235 
OF THE NATIONAL INTERNAL REVENUE CODE OF 1997, AS AMENDED, AND 
FOR OTHER PURPOSES

Explanatory Note

This proposed measure seeks to provide a Simplified Tax Compliance System (STCS) for 
the purpose of improving the country’s ease of doing business.

The system will provide a simplified fonn of Ineome Tax Return (ITR), reduce the 
frequency of filing various tax returns, increase the ceiling for the requirements to adopt a 
simplified bookkeeping and to have the books of accounts audited by a certified public 
accountant, and specifically provide that the keeping of books of accounts and other accounting 
records is only for a period of three years. Also, it removes the creditable withholding tax system 
on the purchase of goods and services.

Taxes are a burden on tbe taxpayers being an enforced proportional contribution of every 
individual to finance the operation of the government and other public needs. To mitigate such 
burden, the payment of taxes and other requirements should be made easy and convenient to 
comply with.

Under the existing system, the complexity of tax compliance forces small businessmen 
and entrepreneurs to hire accountants and bookkeepers. This would entail additional cost of 
doing business.

With the passage of this bill, there will be a significant reduction in the time, effort and 
money to be spent by the taxpayer in complying with requirements of the law for the payment of 
taxes. The taxpayers shall now file their ITRs and pay the taxes due thereon every six months 
instead of quarterly filing and payment. The filing of returns for value-added tax (VAT) and 
percentage tax and the payment of corresponding taxes due thereon shall now be made quarterly 
instead of monthly filing and payment.

The purpose and intent of this bill is to ease the burden of the taxpayers in complying 
with the requirements of the law for the payment of taxes. The objective is to broaden the tax 
base and this can be done by encouraging more businessmen, self-employed individuals, 
professionals, enterprises, corporations and other income earners to voluntarily file tax returns 
and pay the corresponding correct taxes due thereon.

In view of the foregoing, immediate approval of this bill is earnestly sought
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