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EXPLANATORY NOTE

Filipino workers are burdened by prices that rise faster than wages, and a tax schedule that has not
moved since 2018. The result is “bracket creep,” where salary adjustments push workers to higher
statutory tax brackets, increasing their tax burden and eroding their increase in purchasing power.

To provide equitable support to Filipino workers, who pay taxes for social assistance programs but
rarely qualify for them, this “Keeping Incomes Tax-relieved and Augmented” (KITA) Act
proposes several measures to maximize their net take-home pay:

1. Increase the annual income tax exemption from 250,000 to 650,000 of taxable income
and the tax-free ceiling on bonuses to 200,000, and expand exemptions to holiday pay,
overtime pay, night shift differential, hazard pay, service charges, and compensation for
election service, so those with up to 257,000 a month in basic pay incur no income tax.

2. Indexes brackets and ceilings to the Consumer Price Index, so relief granted toward is not
lost to inflation tomorrow, shifts the taxation of fringe benefits from a flat rate to the
progressive schedule, and relieves employer-provided insurance premiums.

3. Raises the VAT-exempt threshold to P4 million, simplifying tax obligations for micro-
taxpayers, allowing establishments to claim mandated discounts for senior citizens, persons
with disabilities, and solo parents as direct tax credits, and providing administrative relief
by automating filing extensions during calamities and removing unnecessary requirements.

By alleviating these burdens, the KITA Act recognizes workers as essential to our economy, and
lives up to the Constitution’s mandate for Congress to “evolve a progressive system of taxation”.

In view of the foregoing, the passage of this measure is earnestly sought.

Leandro Legarda Leviste
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Introduced by Representative Leandro Legarda Leviste

AN ACT TO KEEP INCOMES TAX-RELIEVED AND AUGMENTED (KITA) BY
AMENDING SECTIONS 24, 32, 33, 34, 53, 57, 109, 123, AND 236 OF THE NATIONAL
INTERNAL REVENUE CODE, AS AMENDED, AND FOR OTHER PURPOSES

Be it enacted by the Senate and the House of Representatives of the Philippines in Congress
assembled.:

Section 1. Short Title. — This Act shall be known as the “Keeping Incomes Tax-relieved
and Augmented” Act or the “KITA” Act.

Section 2. Declaration of Policy. It is the policy of the State to:

(a) Enhance the progressivity of the tax system through the rationalization of the Philippine
internal revenue tax system, thereby promoting sustainable and inclusive economic
growth;

(b) Preserve the integrity of a progressive tax system and safeguard taxpayers' purchasing
power by implementing an automatic tax indexation mechanism that adjusts income tax
brackets for inflation, thereby preventing the financial erosion caused by tax bracket creep;
and

(c) Provide, as much as possible, an equitable relief to a greater number of taxpayers and their
families in order to improve levels of disposable income and increase economic activity.

Section 3. Section 24 of the National Internal Revenue Code of 1997, as amended, is
hereby further amended to read as follows:
"Sec. 24. Income Tax Rates, -
(A)Rates of Income Tax on Individual Citizen and Individual Resident Alien of the
Philippines. -
(1) xxx
(2) Rates of Tax on Taxable Income of Individuals. - The tax shall be computed in
accordance with and at the rates established in the following schedule:

Ha)Fax-Sehedule Effective January 1,201 8until December 31,2022

0




Pg;000,000}
NOT OVER P650,000.......cccccevevneinrinrincnnnnnn 0%

OVER P650,000 BUT NOT OVER
P1,300,000..................... 20% OF THE EXCESS OVER
P650,000

OVER P1,300,000 BUT NOT OVER P3,200,000............
P130,000 + 25% OF THE EXCESS OVER P1,300,000

OVER P3,200,000 BUT NOT OVER
P12,800,000 P605,000 + 30% OF THE
EXCESS OVER P3,200,000

OVER P12,800,000..........cccccenee..ne P3,485,000 + 35% OF

THE EXCESS OVER P12,800,000
PROVIDED, THAT THE TAXABLE INCOME BRACKETS HEREIN
STATED SHALL AUTOMATICALLY BE ADJUSTED TO THEIR PRESENT
VALUES USING THE CONSUMER PRICE INDEX, AS PUBLISHED BY THE
PHILIPPINE STATISTICS AUTHORITY (PSA), EVERY FIVE (5) YEARS
BEGINNING JANUARY 1, 2029.
X X X
Provided, FURTHER, That minimum wage earners as defined in Section
22(HH) of this Code shall be exempt from the payment of income tax on their taxable
income: Provided, |firther;] FURTHERMORE, That the holiday pay, overtime pay,
night shift differential pay, [and] hazard pay, AND SHARE IN THE SERVICE
CHARGES received by such minimum wage earners shall likewise be exempt from
income tax. SERVICE CHARGES SHALL REFER TO THE ADDITIONAL PAY



DISTRIBUTED AMONG EMPLOYEES AS PROVIDED UNDER
PRESIDENTIAL DECREE NO. 442, SERIES OF 1974, AS AMENDED,
OTHERWISE KNOWN AS THE "LABOR CODE OF THE PHILIPPINES."
(b) Rate of Tax on Income of Purely Self-employed Individuals and/or
Professionals Whose Gross Sales or Gross Receipts and Other Non-operating
Income Does Not Exceed the Value-added Tax (VAT) Threshold as Provided in
Section 109(BB). - Self-employed individuals and/or professionals shall have the
option to avail of an eight percent (8%) tax on gross sales or gross receipts and
other non-operating income in excess of [Fwe] FOUR hundred [fifty] thousand
pesos [(P250;000)] (P400,000) in lieu of the graduated income tax rates under
Subsection (A)(2)(a) of this Section and the percentage tax under Section 116 of
this Code[:]: PROVIDED, THAT THE AMOUNT HEREIN STATED AS
THE EXEMPTION THRESHOLD SHALL BE AUTOMATICALLY
ADJUSTED TO ITS PRESENT VALUE USING THE CONSUMER
PRICE INDEX, AS PUBLISHED BY THE PHILIPPINE STATISTICS
AUTHORITY (PSA), EVERY FIVE (5) YEARS BEGINNING JANUARY
1,2029."

XXX

Section 4. Section 32 of the National Internal Revenue Code of 1997, as amended, is hereby
further amended to read as follows:
"Sec. 32. Gross Income. -
(A) General Definition. - X X X
(B) Exclusions from Gross Income. - The following items shall not be
included in gross income and shall be exempt from taxation under this
Title:
(a) Life Insurance. - X x X
(b) Amount Received by Insured as Return of Premium. -
XXX
(c) Gifts, Bequests, and Devises. - X X X
(d) Compensation for Injuries or Sickness. - X X x
(e) Income Exempt under Treaty. - X x X
(f) Retirement Benefits, Pensions, Gratuities, etc. - X X X
(g) Miscellaneous Items. - x x x
a. Income Derived by Foreign Government. - X x x
b. Income Derived by the Government or its Political
Subdivisions.-x x x
c. Prizes and Awards. - X X X
d. Prizes and Awards in sports Competition. - X X X
e. 13th Month Pay and Other Benefits. - Gross benefits
received by officials and employees of public and
private entities: Provided, however, That the total
exclusion under this subparagraph shall not exceed
[Ninety] TWO HUNDRED thousand pesos [(P99;600)]
(P200,0000 WHICH AMOUNT SHALL BE
ADJUSTED AUTOMATICALLY TO ITS



PRESENT VALUE USING THE CONSUMER
PRICE INDEX, AS PUBLISHED BY THE
PHILIPPINE STATISTICS AUTHORITY (PSA),
EVERY FIVE (5) YEARS BEGINNING JANUARY
1, 2029 which shall cover:

1. XXX
. XXX
1. XXX
Iv. XXX

(V) ALL COMPENSATION, SUCH AS
HONORARIA AND ALLOWANCES, SERVICE
CREDITS, AND OTHER BENEFITS AS MAY BE
GRANTED TO PERSONS ENGAGED IN
ELECTION-RELATED SERVICE BY THE
COMMISSION ON ELECTIONS, PURSUANT TO
SECTION 4 OF REPUBLIC ACT NO. 10756,
OTHERWISE KNOWN AS THE "ELECTION
SERVICE REFORM ACT".
f. GSIS, SSS, Medicare and Other Contributions. - X X X
g. Gains from the Sale of Bonds, Debentures or other
Certificate of Indebtedness. - x x x
h. Gains from Redemption of Shares in Mutual Fund. - x x
X
i. Income Derived from the Sale of Gold Pursuant to
Republic Act No. 7076. - x x X
(J) ADDITIONAL COMPENSATION REQUIRED
UNDER THE LABOR CODE. - THE AMOUNT
REQUIRED BY LAW TO BE GIVEN TO
EMPLOYEES AS HOLIDAY PAY, OVERTIME PAY,
NIGHT SHIFT DIFFERENTIAL PAY, HAZARD PAY,
AND SERVICE CHARGES: PROVIDED, THAT
OVERTIME PAY EXCEEDING ONE HUNDRED
THOUSAND PESOS (P100,000) SHALL BE
INCLUDED IN THE GROSS INCOME UNDER
SECTION 32 (A) OF THIS CODE.

Section 5. Section 33 of the National Internal Revenue Code of 1997, as amended, is
amended to read as follows:
SEC. 33. Special Treatment of Fringe Benefit. -
(A)Imposztzon of Tax. Effectlve J anuary 1 [%9}8] 2026 and onwards, [a—ﬁﬁal—ta*

THE Value of frmge beneﬁt fumlshed or granted to the employee [(@eeept—e&nk
and-file-employees-defined-herein)] by the employer, whether an individual or
a corporation (unless the fringe benefit is required by the nature of, or necessary
to the trade, business or profession of the employer, or when the fringe benefit
is for the convenience or advantage of the employer) SHALL BE INCLUDED



IN THE COMPUTATION OF THE GROSS INCOME OF THE
EMPLOYEE SUBJECT TO THE TAX UNDER SUBSECTION (A) OF
SECTION 24. The tax herein imposed is payable by the employer which tax
shall be paid in the same manner as provided for under Section [57] 79 (A) of

th1s Code [—'Ph%gressed—up—meﬁet&w—va}a%e%&%&mg%beneﬁt—shaﬂ—be

ﬁ%f%pefeeﬁkééé%}effeem%amraﬂhl—z%g—af}d—emvafds] Provzded however
That fringe benefit furnished to employees and taxable under Subsections (B),

(C), (D) and (E) of Section 25 shall be taxed at the applicable rates imposed
thereat: Provided, further, That the grossed-up monetary value of the fringe
benefit shall be determined by dividing the actual monetary value of the fringe
benefit by the difference between one hundred percent (100%) and the
applicable rates of income tax under Subsections (B), (C), (D), and (E) of
Section 25.

(B) Fringe Benefit Defined. - For purposes of this Section, the term fringe benefit'
means any good, service or other benefit furnished or granted in cash or in kind
by an employer to an individual employee (except rank and file employees as
defined herein) such as, but not limited to, the following:

1) Housing;

2) Expense account;

3) Vehicle of any kind;

4) Household personnel, such as maid, driver and others;

5) Interest on loan at less than market rate to the extent of the
difference between the market rate and actual rate granted;

6) Membership fees, dues and other expenses borne by the
employer for the employee in social and athletic clubs or other
similar organizations;

7) Expenses for foreign travel;

8) Holiday and vacation expenses; AND

9) Educational assistance to the employee or his dependents [;].

{(10) Life or health insurance and other non life insurance premiums or similar amounts
Hexeessowhatthohrs—attovws |

(C) Fringe Benefits Not Taxable. - The following fringe benefits are not taxable
under this Section:

1) Fringe benefits which are authorized and exempted from tax
under special laws;

2) Contributions of the employer for the benefit of the employee to
retirement, insurance and hospitalization benefit plans;

3) Benefits given to the rank and file employees, whether granted
under a collective bargaining agreement or not; [and]

4) De minimis benefits as defined in the rules and regulations to be
promulgated by the Secretary of Finance, upon recommendation
of the Commissioner[:]; AND

5) LIFE OR HEALTH INSURANCE AND OTHER NON-
LIFE INSURANCE PREMIUMS OR SIMILAR
AMOUNTS IN EXCESS OF WHAT THE LAW ALLOWS.



XXX

Section 6. Section 34 of the National Internal Revenue Code of 1997, as amended, is
amended to read as follows:
SEC. 34. Deductions from Gross Income. - X X X
(A)Expenses. - x X x
(1) Ordinary and Necessary Trade, Business or Professional
Expenses. - X X X
(2) Expenses Allowable to Private Educational Institutions. - xxx
(3) EXPENSES ALLOWABLE TO MICRO TAXPAYERS -
MICRO TAXPAYER, AS DEFINED UNDER SECTION 21
(B) OF THIS CODE, SHALL BE ALLOWED A FIFTY
PERCENT (50%) ADDITIONAL DEDUCTION ON THE
SALARIES, WAGES, AND OTHER FORMS OF
COMPENSATION PAID TO THE EMPLOYEES OF THE
MICRO TAXPAYER.
X X X
(B) Interest. - xxx
(C) Taxes. -
(1) In General. - x x x
(2) Limitations on Deductions. - X X X
(3) Credit Against Tax for Taxes of Foreign Countries. - X X X
(4) Limitations on Credit. - X X X
(5) Adjustments on Payment of Incurred Taxes. - X X X
(6) Year in Which Credit Taken. - x X X
(7) Proof of Credits. - x X x
(8) Input Tax Attributable to VAT-Exempt Sales. - X X X
(9) TAX CREDITS ON SPECIAL DISCOUNTS GRANTED TO
PERSONS WITH DISABILITY, SENIOR CITIZENS, AND
SOLO PARENTS. - THE COST OF DISCOUNTS
GRANTED TO PERSONS WITH DISABILITY AS
PROVIDED UNDER REPUBLIC ACT NO. 7277, AS
AMENDED, OTHERWISE KNOWN AS "MAGNA CARTA
FOR PERSONS WITH DISABILITY", SENIOR CITIZENS
UNDER REPUBLIC ACT NO. 9994, OTHERWISE KNOWN
AS THE "EXPANDED SENIOR CITIZENS ACT OF 2010",
AND SOLO PARENTS UNDER REPUBLIC ACT NO. 8972,
AS AMENDED, OTHERWISE KNOWN AS THE "SOLO
PARENTS' WELFARE ACT OF 2000", MAY BE CLAIMED
AS CREDITS AGAINST THE NORMAL INCOME TAX
DUE DURING THE SAME TAXABLE YEAR THE
DISCOUNT IS GRANTED.

Section 7. Section 53 of the National Internal Revenue Code of 1997, as amended, is
amended to read as follows:



"SEC. 53. Extension of Time to File Returns. - The Commissioner may,
in meritorious cases, SUCH AS STATE OF CALAMITY OR NATIONAL
EMERGENCY, grant a reasonable extension of time for filing returns of
income (or final and adjustment returns in case of corporations), subject to the
provisions of Section 56 of this Code."

Section 8. Section 57 of the National Internal Revenue Code of 1997, as amended, is
amended to read as follows:

"SEC. 57. Withholding of Tax at Source. -

(A) Withholding of Final Tax on Certain Incomes. - X X X

(B) Withholding of Creditable Tax at Source. - X X X

(C) Tax-free Covenant Bonds. - X X X

The Department of Finance shall review, at least once

every three (3) years, regulations and processes for the
withholding of creditable tax under this Code, and direct the
Bureau of Internal Revenue to amend rules and regulations for
the same, should it be found during the review that the existing
rules, regulations, and processes for the withholding of
creditable tax under this Code adversely and materially impact
the taxpayer[:]: PROVIDED, THAT MICRO TAXPAYERS
SHALL NOT BE REQUIRED TO WITHHOLD TAXES
UNDER SUBSECTION (B) OF THIS SECTION.

Section 9. Section 109 of the National Internal Revenue Code of 1997, as amended, is
amended to read as follows:

SEC. 109. Exempt Transactions. -

(M) xxx

(CC) Sale or lease of goods or properties or the performance of
services other than the transactions mentioned in the preceding
paragraphs, the gross annual sales do not exceed the amount of [Three]
FOUR million pesos (P[3]4,000,000.00): Provided, That the amount
herein stated shall be adjusted to its present values using the consumer
price index, as published by the Philippine Statistics Authority (PSA)
every three (3) years BEGINNING JANUARY 1, 2029.

Section 10. Section 123 of the National Internal Revenue Code of 1997, as amended, is
amended to read as follows:

SEC. 123. Tax on Life Insurance Premiums. - There shall be collected
from every person, company or corporation (except purely cooperative
companies or associations) doing life insurance business of any sort in the
Philippines a tax of two percent (2%) of the total premium collected, whether



such premiums are paid in money, notes, credits or any substitute for money;
but premiums refunded within six (6) months after payment on account of
rejection of risk or returned for other reason to a person insured shall not be
included in the taxable receipts; nor shall any tax be paid upon reinsurance by
a company that has already paid the tax; nor upon doing business outside the
Philippines on account of any life insurance of the insured who is a nonresident,
if any tax on such premium is imposed by the foreign country where the branch
is established nor upon premiums collected or received on account of any
reinsurance, if the insured, in case of personal insurance, resides outside the
Philippines, if any tax on such premiums is imposed by the foreign country
where the original insurance has been issued or perfected; nor upon that portion
of the premiums collected or received by the insurance companies on variable
contracts (as defined in Section 232(2) of Presidential Decree No. 612), in
excess of the amounts necessary to insure the lives of the variable contract
workers[:]: PROVIDED, THAT PERSONS DOING BUSINESS SIMILAR
OR AKIN TO LIFE AND HEALTH INSURANCE SUCH AS PRE-NEED
COMPANIES, PENSION FUND COMPANIES, HEALTH
MAINTENANCE ORGANIZATIONS AND OTHER COMPANIES
SIMILAR TO LIFE INSURANCE SHALL BE SUBJECT TO TAX
UNDER THIS SUBSECTION AT THE RATE OF TWO PERCENT (2%)
OF THE GROSS PREMIUM, PLAN PAYMENT, OR INSTALLMENT
PAYMENTS COLLECTED WITHOUT ANY DEDUCTION FOR THE
AMOUNTS REQUIRED BY THE APPROPRIATE GOVERNMENT
REGULATORY AGENCIES TO BE EARMARKED FOR THE
BENEFIT OF THE INSURED, OR PLANHOLDER.

'Cooperative companies or associations' are such as are conducted by
the members thereof with the money collected from among themselves and
solely for their own protection and not for profit.

Section 11. Section 236 of the National Internal Revenue Code of 1997, as amended, is
amended to read as follows:

SEC. 236. Registration Requirements. -

(A) Requirements. - Every person subject to any internal revenue tax
shall register once, either electronically or manually, with the
appropriate Revenue District Office:

(1) Within ten (10) days from date of employment, or

(2) On or before the commencement of business, or

(3) Before payment of any tax due, or

(4) Upon filing of a return, statement or declaration as required in
this Code.

The registration shall contain the taxpayer's name, place of
residence, business and such other information as may be required by



the Commissioner in the form prescribed therefor. Provided, That the
Commissioner shall ensure the availability of registration facilities to
all taxpayers including those who are not residing in the country:
Provided, further, That the Commissioner shall simplify the business
registration and tax compliance requirements of self-employed
individuals and/or professionals.

THE BIR SHALL NOT REQUIRE PERSONS WHO ARE
NOT SUBJECT TO ANY INTERNAL REVENUE TAX TO
SECURE TAXPAYER IDENTIFICATION NUMBER (TIN).

IN THE CASE OF COOPERATIVES REGISTERED
WITH THE COOPERATIVE DEVELOPMENT AUTHORITY,
THE INDIVIDUAL TIN OF MEMBERS OF THE
COOPERATIVE SHOULD NOT BE A PREREQUISITE FOR
THE AVAILMENT OF THE TAX EXEMPTION PROVIDED
FOR BY LAW.

XXX

Section 12. Repealing Clause. - All laws, decrees, executive orders, rules and regulations,
issuances or parts thereof inconsistent with this Act are hereby repealed or amended accordingly.

Section 13. Separability Clause. - If any section or provision of this Act shall be declared
invalid or unconstitutional, the remaining sections or provisions of this Act shall not be affected
by such declaration and shall remain in force and effect.

Section 14. Effectivity. — This Act shall take effect fifteen (15) days after its publication in
the Official Gazette or in at least one (1) newspaper of general circulation: Provided, That the
online posting in the website of Official Gazette shall be considered as sufficient publication under
this section.

Approved,



