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EXPLANATORY NOTE

Republic Act (RA) 10351 or the Sin Tax Reform was signed into law in December 
2012. The law was primarily a good governance measure with positive impact on both fiscal 
and public health. RA 10351 corrected the long-standing weaknesses of the tobacco and 
alcohol excise tax system and increased the rates to reduce the demand for alcohol and 
tobacco products. It also raised much needed revenues to fund the Universal Health Care 
(UHC) program of the government.

The Sin Tax Law has been an unqualified success in its revenue objectives. Since its 
implementation in 2013, the government collected P242.0 billion pesos in incremental 
revenues (CY 2013-2016). This resulted in an unprecedented increase in the budget of the 
Department of Health (DOH) as the incremental revenues derived from the R.A. 10351 were 
largely earmarked for UHC. The DOH budget almost tripled from P53.23 billion in 2013 to 
P148.5 billion in 2017 or a growth of 179.0%. A large amount of the incremental revenues 
earmarked for health is allocated for premium subsidies for the health insurance of indigents 
and senior citizens not covered by the National Health Insurance Program. As a result, 
PhilHealth almost tripled the coverage of the poor and the near poor from 5.2 million in 2013 
to 14.6 million indigents by the end of 2016. Because of this increase in coverage, the 
indigent sector, composed of the members and their dependents, is now 47% of the 93.4 
million Filipino beneficiaries of PhilHealth.

Excise tax on alcohol products only account for an average of 33 percent of the total 
alcohol and tobacco excise tax collections while excise tax on tobacco products account for 
the remaining 67 percent from 2013-2016. However, data from the Family Income and 
Expenditure Survey (FIES) in 2012 prior to the implementation of the sin tax law, shows that 
of the total alcohol and tobacco expenditure, alcohol accounts for 40% while tobacco 
accounts for 60%. This bill seeks to increase the tax on alcohol products to approximate the 
40-60% sharing of alcohol and tobacco expenditure. Moreover, excise tax collections and the 
volume of removals of alcohol products continued to increase even after the implementation
































