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EXPLANATORY NOTE

Our Constitution mandates that the "rule of taxation shall be uniform and etiuitable," 
and that the "Congress shall evolve a progressive system of taxation" wherein the tax 
rates imposed must be based on the person's ability to pay. Unfortunately, individual 
income tax rates and brackets in the country have remainecl unchanged since 1997 even 
when the consumer price index has more than doubled while inflation rate has steadily 
risen. Both factors have substantially decreased the purchasing power of ordinarv 
Filipinos.

Given our outdated and inequitable tax system, middle-income earners cire already at 
the top tax bracket and are paying the same tax rate as the billionaires in the country. 
This phenomenon is called "bracket creep" where taxpayers w Ik ) are not considered 
high earning are already pushed into high brackets. This bracket creep would lead to 
"fiscal drag" where people will not have any purchasing power left to contribute to the 
economy due to excessive taxation.

If we leave our brackets without provisions for indexation or automatic adjustment, at 
some point, even our young graduates who have just entered the workforce will fall 
into this highest bracket. If the status quo remains, the middle class will continue to be 
pulled down into lower-income groups despite an increase in their salaries because they 
are pushed up into higher tax brackets.

This bill, which aims to update and amend our tax system, is also in line with the 
Philippines' commitment to the ASEAN Economic Community (AEC) Blueprint that 
would transform ASEAN into a single market and production base. While the ASEAN 
Blueprint does not mandate member countries to amend their income tax schedules, it 
is highly expected that human capital would flow to where it could earn best. When the 
AEC Declaration was signed in 2007, some member-states began to lower their 
corporate and individual income tax rates, with further reductions in the subsequent 
years.

This bill also aims to make the tax table consistent with RA 9504 which exempts the 
income of the minimum wage earners from income taxes. Thus, this bill sets the lowest 
tax bracket at P70/000 taxable income taking into consideration the prevailing minimum 
wage.










