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EXPLANATORY NOTE 

In the context of a globalized anti m ore competitive econ om y. the con sumer is key to 
ec onomic growth . Our fast economic growth of the pa st yea rs cannot be susta ine d 
anymore particularly because o f da mp ened consum er confidence in the ecouom y. Recent 
cr ises such as the c ontinu ing peace and order proble rn in Mindan ao arid fluctuating 
exchange rates have furthered eroded th e· confidence of the co nsuming publi c , Man y 
businesses have thus forecasted slovv and slackening demand of pr oduct s and serv ice s , 
Many are therefore unwilling ro invest in new businesses nor to expand exi sting ones , 

What this proposal intends to do is to jumpsiart demand in the economy by empovering 
the con sumer with m ore purchasing power. This can l-e done by increas ing their take 
horne pay through 101"("[ tax rates and henc e. lower deductions from the ir income, A 
demand-led growth in th ese crucial t imes is indeed the wa y to go , 'There would be a 
multiplier effect on overall econom ic growth because this proposal anects virtuall y ;'III 
persons earning income. Demand creates its own suppl y -- wh ich me ans th at higher 
consumer spending would also re sult to more in vestments s ince bu sinesses would 
anticipate a higher demand for their products After thi s proposal becomes law , 

The increase in consumer spe nd ing (through Value Add ed Taxe s) and incr ease in new 
investments (fees, higher corporate income. high er cu stoms collect ion) would sure ly more 
than offset the possible decrea se in inco m e (<'IX re venues br ought about by th e low ered ta x 
rates . 

Moreo ver, this proposal is a reasonable way to gl) for th e gov ernment to sho w its s ince rity 
to the masses in helping them co pe with the successive oil price hik es and conseque nt 
transportation price hikes . Added to this is the prog re ssi ve sys te m of ta xati on which the 
Constitution wants to ev olve so as to help those who need il the mo st . 

LE, JR. 
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AN ACr 
REDUCING THE INCOME TAX H.ATES OF INIJIVIIHI,\ L '1'1\\.1''\ \ EI~S. 

AMENDING FOR THE PUHPOSE CIIAI'TEI~ III. SI~CTION 24 ( '\) (I) (l') OF 
THE NATIONAL INTERNAL REVENUE CODE OF 11J!J7. AS AI\IENIJFIJ 

Be it enacted b." tlie Senate and (he House 0/ Represe ntati ves 0/ the Philippines ill 
Congress assembled: 

SECTION I. Chapter III Section 24 (A) (1) (c) or the N<lti011 <11 Il1tClI1 ,lIl ~ l'I ' C I1lI C ('pdc or 

19':)7. as amended is hereby further amended to read us Iollows : 

"CHAPTER III TAX ON INDIVIDUALS 

SECTION 24, Income Tax Rates , ­

(A) Rates of Income Tax on lndividual Citizen and lndividual Rcsid cnt 

Alien of the Philipp ines . • 

(I)� All Income Tax is hereby imposed: 

(a)� OIl the taxable income defined in Se ction 31 o r Ihis Code. 

other than income su bjec t 10 tax und er Subse ctions (II) , (l ') 

and (0) or this Se ctlon. deri ved lor each t~ :\~b lc ~l'; 11 1'111111 

all sources within and witho ut (he Philippillcs by l'ye !) 

individual cit izen of the Philippines resid ing therein : 

2... 
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(b)� O n the taxub!c in come defined in S ccri on 31 or th is Code . 

o th er th an income s ubjec t 10 tux un der S uosccli t ll1S (B). (t, ") 

and (D) of this Sect ion. dCl iv t:d lo r cm. h t.ixab le )' t::I1· 1'10111 

RII sources w ith in the Ph ilippi ne s by fin indivi u u:d c iti zc u 

o f th e Philipp ines who is res idi ng o u ts ide or th e Phili pp incs 

incl udi ng oversea s co u u act WO I kcrs rt'l l'lred ( 0 '" 

S u bsec tio n (C) or S ection 23 hcr eo f: an d 

(c)� O n th e ta xab le income derived in Sec tio n 3 I or Ih is Code, 

other th an inc o me subj ec t to tnx und er Subsect ion s ~n). tC) 

and ( D ) of this S ect ion, derived fo r each ta xabl e y ear tro ru 

nIl so ur ce wi thin Ihe Ph ijiPl' ilH:s by :111 illdil'id ll;d ul ic n "I", 

is re s iden t of the l' h ilippines . 

The tax shall be co m p u te d in HCt· OI d ;lnec w ilh a nd Ihe 1II1 l' S eSI:lhli she d ill 

the foll owing sc he d u le : 

N o! o ver 1'10.000 ---- ---.-- (5%1 2.5 %,� 

O verP10,OOObulllol overI'30,OOO - ---- 1'(500] 250 +- [IU %I� 

PI O, 000 

O ver 1'30, 0 00 b u t not o ver 1'70, 000 -- --- 1'1 2. 500J 1,2 50 + 

115% J 7.5 % 01 Ih l' 

ex ce ss ov er 1'30. 0PU 

O ver P70, 000 but 1101 o ver I'I<l O.UOU -- --- !' [H,SOOj 4,2 50 + 

[2U%J IO~/u o f tile 

excess over 1'71l.0 0 0 

O ve r 1'140, 000 but not ove r P2 50. 000 ------ 1'\22, )OOJ 11,250 

12 5%1 12.5 % 0" the 

C:\ l'C SS o ve r 1'140.000 

Ove r P 250 , 000 but not o ver 1'500, 000 -- --- - 1'[5 0,OOOJ 25,lJUU 

+[3 0% 1 15 % t l r tll ~ 

excess ove r 1'25U.000 

O ve r P50U, 000 UUT NOT OVER I' \,OOO,UOO -- --­ 1'11 2 5. liOO! 

62,500 . ~ [W~ ·ol 

t 7.5 % o f the e xcess 

ov e r 1'500,000 [i ll I<J <JXI 

"� 



OVER PI, 000, OUO UUT NOT OVER P2, oou, OOU· I' 150,OOU + 

20% OF TilE 

EXCESS O\'£H 

r I, OUU,UUO 

OVEn P2,000,OOO BUT NOT OVEn 1'4,OUU,OOO 

1'350,OUO + 

22.5% OF TilE 

EXCESS OVEn 

P2,OOU,OUU 

OVER 1'4, UOO, OOU nUT NOT OVEH 1'8,OOU,UOO -- -.- I' 80U,OOO 

+� 2S'Yo OF Til E 

EXCESS OVEH 

1'4,OUU,Ouu 

OVEn P8,000,000 BUT NOT OVEH PIO,OOO,OUO -. --- 1'1,800,00 

+ 27.5% OFTIIE 

EXCESS� OV1':I~ 

1'8,000,00U 

OVER 1'10, 000, 000 nul' NOT OVER P12, 000, 000 --- -. 

1'2,350,000 + 3U% 

OF TIlE EXCESS 

OVER I'IO,OUO,OUO 

OVEn 1'12,000,000 ---------.--------- ----.-- 1'2,950,000 + 32% 

Of TIlE EXCESS 

OVElt 1'12,000,000 

[Provided, That effective January 1,1999. the top marginal r ate ~hall be th irty-three (J)~ ,.) 

and effective January \,2000, the said rate shall be thirty-two percent (32%).] 



For married individuals, the: husband nnd wife, subject 10 the provision or Section 5 I (1)) 

hereof, shall compute sepmate ly Iheir indi vidual income tnx bu sed 011 thc' ir I C'5pCCli ve Illlal 

taxable income: Provided, That if uny in come CI1111101 be dclinilely at u ilu uccl \0 or 

identified AS income exclusively earned or reali zcd by either 01' the 51)llUSeS, the S;II11e shall 

be divided equally between the spouses lor the purpose or detcrminiug thc ir respective 

taxable income." 

SECTION 2. Separability Clause. - l lnny provi sion s of thi s Act is decl :llcd invalid or 

unconstitutional, other provisions hereof which arc 111.11 affected ih crch« shnll com inuc (0 

be in full force And effect. 

SECTION 3. Repealing Clause. - A\I provlsions 01 laws . orders. decrees. including 

rules and regulations inconsistent herewith arc hereby repeal ed 01' modi li ed uccordinglv. 

SECTION 4 . EjTecl/l';~l ' Clouse. - This Act 51".111 lake ct lc ct lilken (15) d:t)'s /0\10\\ ing 

its publication in the Otfi cinl Ga zette or at le a st two (2 ) n.uionul I1l:WSpilpet ~)r n .uionu! 

circulation. 

Approved. 
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