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Tax reforms: the why and wherefore



What needs to be done?

Why the need for reform?

GCenerate revenues:
a. Fiscal consolidation
b. Reduction of poverty and inequality
c. Fund special projects and programs
of the government



Tax reforms in the Philippines
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Notes: Lines indicate the first year of implementation.

Dotted lines indicate revenue generation reforms while the solid line indicates an economic recovery package.



1. The sin tax laws of 1997, 2005, 2012, and 2020

o Increased the rates and provided indexation to inflation
o Fund the Universal Health Care Program, health facilities enhancement program,
medical assistance program, and SDGCs

2. VAT reforms of 1986, 1994, 1998, and 2005

o Expanded the base and increased the rates
o Incremental revenues were allocated for education and infrastructure, improved

the fiscal condition of the country until 2012

3. Comprehensive Tax Reform Program of 1997
o Broaden the tax base, which would allow lower tax rates, and to plug the perceived
loopholes in the indirect tax system.

4. Tax Reform for Acceleration and Inclusion (TRAIN) Law of 2018

o Lowered the rate and broadened the base
o Fund the Build, Build, Build projects to reduce infrastructure gap, funded the

unconditional cash transfer

5. CREATE Law of 2021
o Reduced the CIT rates by 10 percent for SMEs and 5 percent for large corporations

@) Largest economic stimulus package for prlvate enterprlses IN OuUr countrys hIStOI'y



Tax Reform Program: Package 1

We are putting more money in “‘ _ We want to fund investments for our
people’s pockets people for a more inclusive growth

Shift to a simplifiec.l Pgrsonal Income Tax P) Broaden the VAT system by reducing the
(PIT) system by adjusting brackets to correct number of exemptions.

bracket creeping, and reducing the max rate to
30% over time, except for the highest income

e . Staggered increase of excise tax on petroleum
earners to maintain progressivity.

products.

L) Restructure the tax for self-employed

==J professionals to an optional flat tax of 8% (in 527 Simplify excise tax on automobiles.
lieu of income and VAT, or percentage taxes)
for gross sales below P3 million. <52 Introduce a tax on sugar-sweetened beverages

°° (SSB).
Reduce and restructure the donor’s tax to a

—7 . o . . .
smgledt'ax rate of 6% on ne;ldonatlogi for gflfts Introduce and update taxes on: cosmetic
exlce(? 1ntgl.?2bSO,000 a(limua Y aegar £53 .0 procedures, coal excise, mining, tobacco,
relationship between donor and donee. foreign currency deposits, capital gains, stock

transactions, and documentary stamp taxes.
@ Reduce and restructure the estate tax to a

single tax rate of 6% based on the net value of
the estate. Standard deduction of 5 million
and up to P10 million for one family home is
exempted.

We are committed to uplift the poor and the vulnerable through a progressive

social protection using targeted cash transfers.

- .
L¥% Department of Finance @ www.dof.gov.ph/taxreform @ @DOFPH [ @DOFPH #TaxReformNow



Tax administration reforms under the CTRP Package 1

reform

Fuel marking

Registry of petroleum manufacturers and importers
. Tax incentive report

Limiting the number of pages of income tax returns
Establishment of VAT refund centers

Automatic adjustment of zonal values

Labeling of sweetened beverages

Audit threshold

Electronic sale reporting system

Electronic receipts

CLOWOJIOOUAWN —
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Medium-Term Fiscal Framework
(MTFF)
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To ensure a sound fiscal management,

we have set Medium-Term Fiscal Framework (MTFF)
targets.

Bring down the Reduce Maintain high
debt-to-GDP deficit-to-GDP investment in
ratio to less than ratio infrastructure at

60 percent 5 to 6 percent of

GDP annually
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The MTFF proposes measures that will enhance the

fairness and efficiency of our tax system

-

1. Promote
efficient tax
administration
through
digitalization

\

-

2.

Put in place \
measures that
will help our
tax system
catch up in the
digital
economy

-

3.

\

Introduce tax
measures that
will promote
environmental
sustainability
to address
climate
change

-

4.,

Pursue the \
remaining tax
reform
packages of

the Duterte
administration




PRIORITY OF THE DEPARTMENT:

Passage of the priority legislative measure.

o060

VAT on Rationalization Package 4 of Motor Vehicle Excise Tax on
Digital of Mining Fiscal the CTRP User’s Charge Single-use
Services Regime (PIFITA) Plastics
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Why are we pushing for the passage of

DOF tax reform measures?

Aside from the additional revenue that will support the MTFF
targets, we are pushing for the passage of the tax reform to:

1.
2.

oA W

o.

Update the rates to make it more competitive with our peers
Level the playing field and make the tax system fairer or
progressive

Simplify certain taxes

Utilize tax policies that correct externalities

Promote investment, capital market development, and
financial inclusion

Promote higher economic growth

14



Tax administration measures could also provide additional
tax collection every year as these continue to improve
the collection efficiency.

Intensify anti-corruption and
integrity development efforts;
Customs Modernization Program;
Intensify collection of lawful revenues
Enhance trade facilitation

Ease of paying taxes;
Digital transformation roadmap

15



Ease of Peiying Taxes

@®

PER REPUBLIC ACT NO. 11976
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Programs to improve domestic
revenue mobilization
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Programs to improve tax compliance

Tax knowledge

BUREAU OF INTERNAL REVENUE
Revenue Reglon No, 38 - South NCR

Revenue District Office No. 52 - Paranaque City

Information dissemination
Kror

TRAIN to finance 5 infrastructure RECEIPT B I R . RO T

projects in 2019 This will ensure that the | EEPTRPTPrrs—— ; S
TAXPAYERS

ONLINE BRIEFING FOR
New Business /(ry(sfwu(s

FOK MOMIRSUANCE

oy
faxes on your purchases |-,

Mary Grace Padin - The Philippine Star (D

August 8, 2018 | 12:00am will be remitted to the e o ASSIS
£ = government, It will be o orrice TAN C E
o L used for the development [T DEg
MANILA, Philippines — Revenues from the implementation of the Tax Reform for of the Philippines. e ot e e R i et u K

Acceleration and Inclusion (TRAIN) Act will be used to fund at least five infrastructure
projects in 2019, the Department of Budget and Management (DBM) said yesterday.

During a hearing conducted by the Senate Committee on Finance on the 2019 proposed

national budget, Budget Secretary Benjamin Diokno said part of the proceeds from TRAIN

would be allocated for the implementation of the government’s flagship infrastructure

projects next year.

Meeting ID: 453 492 3137

Source: BIR Source: Inquirer.net Source: BIR j

Source: The Philippine Star

Grounds for the imposition of’

TRAFFIC ADVISORY ‘OPLAN KANDADO
L I ‘ PUBLIC INFORMATION & EDUCATION DIVISION SAY No To

: EXPECT l;-IEAVYA ‘T]msr;ﬁ DUE T(:l 3::;;2"11'17;6 OF FAILURE TO ISSUE RECEIPTS T GHOST RECEIPTS
mm‘ nmﬁ! Gm ’ HWM 2000 o What is a ghost receipt?
FROM JUNE 2019 TO JANUARY 2020 BIR MEDIA RELEASE

PLEASE TAKE ALTERNATE ROUTEo FA'LURE To F'LE v‘T RETUR"S Lumagui: BIR raids houses being used as warehouses for illicit cigarettes in

actual
transactions. They are used to reduce tax liabiities by
Agusan del Sur and Surigao del Sur, 219M in tax liability

claiming false deductions and input VAT, This
detrauds the government of taxes.

To combat this isswe, the BIR is waging an all-out war
against ghost receipts on three fronts:

[Fronts | Ausitors | consequences

SORRY FOR THE lNCONVEN'ENCE. UNDERSTATEMENT OF TAXABLE SALES OR

RECEIPTS BY 30% OR MORE

Imprisonment of
6-10 years

Buyers

BIR and =
pesonment of
RAFT 6-10 years

(A ?
DEPARTMENT OF PUBLIC WORKS AND HIGHWAYS cons | B :E"":,éﬂ:‘g(:‘;:‘g:::
R A ROAD 0 Proceess FAILURE TO REGISTER o b

Impeisonment of
6-10 years

Source: Province of Rizal, Philippines Facebook
page
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Major challenge
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Tax collection in a digital economy

Digital economy accounts for 8.4 percent of our

Gross Domestic Product (GDP) in 2023 (Philippine
Statistics Authority)

EEEEEEEEE

OOOOOOOOOOOOOOOOOOOOOOOOO

PH digital economy on track to hit T —
$24B in 2023 $35 billion by 2025

Alden M. Monzon - @inquirerdotnet hilippine Daily Inquirer / 02:03 AM December 04, 2023

, . . https://gulfnews.com/special-reports/philippines-digital-ec
https://business.inquirer.net/435004/ph-digital-economy- onomy-to-hit-35-billion-by-2025-1.1713537262833
on-track-to-hit-24b-in-2023 '
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“Tax complexity itself is a kind of tax.”

-Former US Senator Max Baucus
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