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E xplanato ry  Note

Jurisprudence is replete with cases stating that taxes are the lifeblood of the government, 
without whieh, it cannot subsist, and therefore should be collected without unnecessary 
hindrance.

The imposition of surcharge and interest on the failure to file tax returns and pay the 
correet taxes due thereon serves as a deterrent on the taxpayers from becoming negligent in their 
duty and obligations to pay taxes.

Tax laws imposing penalties for delinquencies are clearly intended to hasten tax 
payments or to punish evasion or neglect of duty in respect thereof If delays in tax payments are 
to be condoned for light reasons, the law imposing penalties for delinquencies would be rendered 
nugatory, and the maintenance of the government and its multifarious activities would be as 
precarious as taxpayers are willing or unwilling to pay their obligations to the state on time. 
Imperatives of public welfare will not approve of this result.1

However, the surcharge of 25% or 50%, and interest of 20% per annum may not be 
reasonable in the present situation considering, among others, the effect on the same of the 
inflation rate. These rates may now be considered as confiscatory that may result in the 
deprivation of the taxpayers’ right to property.

The surcharge rates of 25% or 50% are too restrictive, especially to small businessmen, 
entrepreneurs and enterprises that might discourage those operating in the underground eeonomy 
to legitimize their business operations. With our complieated tax laws and regulations, taxpayers 
who cannot afford to seek professional assistance, would find it very difficult to achieve 100% 
compliance with the requirements of the law for the payment of taxes.

The interest rate of 20% is too high considering the prevailing average interest rate of 
only 3%. Even the legal interest rate of 12% for loans and credit agreements was reduced to 6% 
effective July 1, 2013 through BSP Cireular No. 799.

This proposed measure seeks to reduce the surcharge and interest rates to a reasonable 
level of 12% or 25%, and 6%, respectively, to encourage voluntary compliance by the taxpayers 
to pay the correct taxes.

In view of the foregoing, immediate approval of this bill is earnestly sought.
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1 Jamora vs. Meer, 74 Phil. 22






