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AN ACT
RESTRUCTURING THE INCOME TAX IMPOSED ON INDIVIDUALS 

AMENDING SECTION 24(A)(2) OF THE NATIONAL INTERNAL 
REVENUE CODE OF 1997, AS AMENDED, AND FOR OTHER

PURPOSES

EXPLANATORY NOTE

The failure to adjust the personal income tax structure since 1997 led to rising 
tax burden among Filipinos. As nominal income increased over the past two decades, 
taxpayers are pushed into higher tax brackets in the absence o f regular adjustment 
since 1997. Given income levels with the same purchasing value in 1997 and 2015, 
today’s taxpayers are placed in higher income brackets and are thus, paying a larger 
portion o f their incomes to the government compared to their 1997 counterparts

The rising tax burden is especially true for wage earners captured by the tax 
withholding system. From 1997 to 2014, the annual income taxes from self-employed 
and professionals amounted to an average o f 0.11% of gross domestic product while 
the collections from wage-earners was fifteen-folds higher at an average o f 1.67%.

Since 1986, Filipino wage and salary earners have paid a greater share in taxes 
compared to their self-employed and professionals (SEP) counterparts. Data shows 
that the proportion o f taxes from wage earners has been increasing over the past three 
decades. In 1986, wage earners accounted for 55% of total PIT collections; the share 
rose to 76% in 1997, and increased further to 82% in 2014.

Problems in both tax policy and tax administration also partly explain the 
disparity in collections between wage earners and SEPs. The complexity in tax










