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AN ACT REDUCING THE CORPORATE INCOME TAX RATE, AMENDING 
SECTIONS 27 AND 28 OF THE NATIONAL INTERNAL REVENUE CODE OF 1997, 

AS AMENDED, AND FOR OTHER PURPOSES

EXPLANATORY NOTE

W ith  th e  ASEAN  E c o n o m ic  In te g ra t io n  so o n  to  ta k e  e ffe c t,  i t  is  t im e ly  fo r  th e  P h ilip p in e s  
to  re v is it  a n d  m a k e  c h a n g e s  to  its  c o rp o ra te  a n d  in c o m e  ta x  s tru c tu re s .  In  th e  ASEAN re g io n , 

th e  P h ilip p in e s  h a s  th e  h ig h e s t  c o rp o ra te  ta x  a t  3 0  p e rc e n t,  fo l lo w e d  b y  In d o n e s ia  w ith  25  
p e rc e n t, T h a ila n d  w ith  23  p e rc e n t;  V ie tn a m  w ith  2 2  p e rc e n t  a n d  C a m b o d ia  w ith  2 0  p e rc e n t. 
S in g a p o re  le v ie s  th e  lo w e s t ra te  o f  17 p e rc e n t  a n d  a tt ra c ts  th e  m o s t fo re ig n  d ire c t  in v e s tm e n ts  

(E D I) .  A n d  i t  is  n o  s u rp r is e  th a t  th e  P h ilip p in e s , w ith  th e  h ig h e s t ta x  ra te , re c e iv e s  th e  le a s t ED I 
a m o n g  its  ASEAN  n e ig h b o rs .

I f  w e  in te n d  to  c o m p e te  in  th e  "s in g le  m a rk e t  a n d  p ro d u c t io n  b a s e "  in  th e  ASEAN  re g io n , 
i t  is  im p e ra t iv e  th a t  w e  a d o p t m e a s u re s  t o  m a k e  th e  P h ilip p in e s  e c o n o m y  a t  p a r  w ith  its  
n e ig h b o rs  as  a c h o ic e  lo c a tio n  f o r  fo re ig n  in v e s to rs . In  a d d it io n  to  a d d re s s in g  in a d e q u a te  
in f ra s tru c tu re ,  b u re a u c ra t ic  in e ff ic ie n c ie s , h ig h  c o s t o f  p o w e r  a n d  c o r ru p t io n ,  th e  P h ilip p in e  
g o v e rn m e n t can  p u s h  fo r  c o m p e t it iv e  ta x  ra te s  fo r  b u s in e s s e s  in  th e  c o u n try  to  a t t r a c t  th e  e n t r y  
o f  n e w  in v e s to rs  a n d  e n c o u ra g e  th e  e x p a n s io n  o f  e x is t in g  o n e s .

In  a re c e n t s tu d y  p re s e n te d  b y  C o m m is s io n e r S te lla  Q u im b o  o f  th e  P h ilip p in e  
C o m p e tit io n  C o m m is s io n , i t  w o u ld  a p p e a r  th a t  a n y  re d u c t io n  in  c o rp o ra te  in c o m e  ta x  w il l m o s t 
l ik e ly  re s u lt  in  in c re a s e d  in v e s tm e n ts . B ased  o n  h e r  re s e a rc h , a o n e -p e rc e n ta g e  p o in t  re d u c t io n  
in  c o rp o ra te  in c o m e  ta x  w o u ld  t ra n s la te  to  m o re  in v e s tm e n ts  ra n g in g  f ro m  6 .1  p e rc e n t  to  7 .9  

p e rc e n t,  o r  f ro m  P31 b ill io n  to  P33 b il l io n . S he  fu r th e r  sa id  th a t  h ig h  ta x  ra te s  d o  n o t  n e c e s s a rily  
t ra n s la te  in to  h ig h e r  re v e n u e  c o lle c t io n s .

In  v ie w  o f  th e  fo re g o in g ,  th is  b ill s e e k s  to  re d u c e  th e  c o rp o ra te  in c o m e  ta x  ra te s  to  be  
im p le m e n te d  b y  J a n u a ry  1, 2 0 1 8  to  b r in g  th e  c o rp o ra te  in c o m e  ta x  ra te  to  2 5  p e rc e n t f ro m  th e  
p re s e n t 3 0  p e rc e n t.

A n y  fo re g o n e  re v e n u e  as a c o n s e q u e n c e  o f  th e  re d u c t io n  o f  th e  c o rp o ra te  in c o m e  ta x  

ra te  w il l be  o ffs e t  b y  th e  p ro je c te d  in c re a s e  in  e c o n o m ic  a c t iv it ie s  a n d  e m p lo y m e n t 

o p p o r tu n it ie s  a r is in g  fro m  in c re a s e  in  in v e s tm e n ts . M o re o ve r, a n  e x p a n s io n  o f  th e  ta x  b ase  as  a 
re s u lt  o f  th is  m e a s u re  m a y  b o d e  w e ll fo r  in c re a s e d  re v e n u e  c o lle c t io n s  in  th e  lo n g  te rm .

T h e  im m e d ia te  a p p ro v a l o f  th is  b ill is  th e re fo re  e a rn e s t ly  s o u g h t.
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