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AN ACT AMENDING SECTION 2 4  OF THE NATIONAL INTERNAL REVENUE 
CODE OF 1 9 97 , AS AMENDED, ADJUSTING THE RATES O F TAXABLE 
INCOME O F INDIVIDUALS AND PROVIDING FOR AUTOMATIC 
ADJUSTMENT OF TAX RATES EVERY THREE (3) YEARS, AND FO R OTHER 
PURPOSES

Explanatory Note

To ensure that the country’s system of taxation remains progressive as 
mandated by the 1987 Constitution, the personal income tax rates needs to be 
adjusted since they are still based on 1998 prices. Due to bracket creep arising 
from the non-indexation of the lower and upper class boundaries of the 
personal income tax brackets, workers who would have qualified for lower 
brackets are now in the higher brackets due to adjustm ents in their salaiy 
through time. For example, only workers earning P I.2 million every month 
should pay the full top rate of 32% which is equivalent to the top bracket of 
P500,000 in 1998.

Moreover, the continued reliance on revenues from payments of wage and 
salary workers even as income tax revenues from professionals and self- 
employed remains unbelievably low indicates tax leakage which needs to be 
addressed if only to ensure all citizens pay their due in exchange for the public 
services.

As repeatedly emphasized by economists from the academe and international 
organizations, the amendments to the personal income tax rates for wages and 
salary workers be part of a  comprehensive tax reform agenda with 
competitiveness, equity, and efficiency as key goals.

In view of the foregoing, the passage of this m easure is requested.
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