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AN ACT
ADJUSTING THE LEVELS OF NET TAXABLE INCOME AND NOMINAL TAX RATES
FO R PURPOSES OF COMPUTING THE INDIVIDUAL INCOME TAX, AMENDING
SECTION 24(A)(2) OF THE NATIONAL INTERNAL REVENUE CODE OF 1997, AS
AMENDED, AND FO R OTHER PURPOSES
Explanatory Note
The steady inerease in the prices of consumer goods and services in the country over the years
hinders most Filipinos in meeting the demands of daily living. In fact, the rate of inflation of all
commodity groups as measured by the Consumer Price Index from 1998 to May 2016 has more than
doubled at 110%, that is, a basket o f goods worth PI 00 in 1998 already costs P210 in 2016. This rise
in commodity prices has undoubtedly weakened the purchasing power of our people’s hard-earned
money.
Income-earning individuals not only have to deal with the weakening effects o f inflation but
also with the huge deductions in their salaries, one of which is due to income tax.
This bill seeks to amend Section 24 of the National Internal Revenue Code of 1997, as
amended, by adjusting the levels o f net taxable income and nominal tax rates for purposes of computing
the individual income tax, based on 2016 prices.
The adjustments come nineteen years after the amendments were last introduced in 1997 and
saw the Consumer Price Index moving upward in steady fashion. Sans a CPI-adjusted tax levels and
rates, the increases in income enjoyed by salaried individuals to keep them in step with inflation every
year push these taxpayers into higher tax brackets, leading them to pay more taxes than they should
have.
This “braeket creep” is a result of income taxes growing faster than income does despite the
fact that Congress has not legislated laws increasing income taxes, and despite the fact that Congress
has even enacted a law in favor of minimum wage earners.
This bill also proposes to automatically index the net taxable income levels and nominal tax
rates to inflation every six years without need for legislative action. This would perpetuate equity in
the tax system and help ensure that the tax system treats people the same way from year to year.
It is high time that we enable disposable income to be at par with the increasing commodity
prices. These proposals would not only address financial difficulties and provide for a better standard
of living to our citizens but will also stimulate economic activity through increased spending and
consumption.
In view of the foregoing, immediate approval of this bill is earnestly sought.
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