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AN ACT
INCREASING THE ALLOWABLE PERSONAL AND ADDITIONAL EXEMPTIONS 

OF INDIVIDUAL TAXPAYERS, AMENDING FOR THE PURPOSE SECTION 35 (A) 
AND (B) OF REPUBLIC ACT NO. 8424, OTHERWISE KNOWN AS THE 

NATIONAL INTERNAL REVENUE CODE OF 1997, AS AMENDED, AND FOR
OTHER PURPOSES

EXPLANATORY NOTE

By virtue of Republic Act No. 9504, mandatory deductions allowed to individual 
citizens in the Philippines were increased, regardless of status, in the amount of 
P50,000 and additional mandatory deduction of P25,000 for each qualified dependent 
child up to maximum of four (4) qualified dependent children. Citing a Supreme Court 
decision1, "personal exemptions are the theoretical personal, living and family expenses 
of an individual allowed to be deducted from the gross or net income of an individual 
taxpayer. These are arbitrary amounts which have been calculated by our lawmakers to 
be roughly equivalent to the minimum of subsistence, taking into account the personal 
status and additional qualified dependents of the taxpayer."

The same Supreme Court decision said that these allowable deductions "are 
fixed amounts in the sense that the amounts have been predetermined by our 
lawmakers as provided under Section 35 (A) and (B) of the Tax Code. Unless and until 
our lawmakers make new adjustments on these personal exemptions, the amounts 
allowed to be deducted by a taxpayer are fixed as predetermined by Congress."

It  is, thus, the duty of Congress to review the levels of these allowable 
deductions and assess whether they still meet the demands of the increase cost of 
living. These exemptions were last adjusted in 2008. Moreover, the Philippines has not 
adjusted its personal income tax system since 1998 even when inflation has eroded the 
income tax brackets. A great deal of the measly income of Filipinos as a result goes to 
tax payments.

This proposed measure seeks to amend Section 35 (A) and (B) of the National 
Internal Revenue Code of 1997, as amended, by Increasing the current levels of 
personal and additional exemptions for individual taxpayers so they can retain 
additional portion of their hard earned income to spend on food, housing, 
transportation, health, education and other basic necessities. While this may have 
negative impact on the fiscal position of the government, the additional purchasing 
power is expected to boost consumption spending and consequently, spur economic

1 Carmelino F. Pansacola v. Commissioner o f  Internal Revenue, G.R. No. 159991, 16 November 2 0 16








