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Be it enacted by the Senate and House of Representatives of the Philippines in Congress assembled:

SECTION 1. Short Title. - This Act shall be known as the “Attrition Act of 2005.”

SEC. 2. Declaration of Policy. - It is the policy of the State to optimize the revenue-generation capability and
collection of the Bureau of Internal Revenue (BIR) and the Bureau of Customs (BOC) by providing for a system
of rewards and sanctions through the creation of a Rewards and Incentives Fund and a Revenue Performance
Evaluation Board in the above agencies for the purpose of encouraging their officials and employees to exceed
their revenue targets.

SEC. 3. Coverage. - The system of rewards, incentives and sanctions provided in this Act shall cover all officials
and employees of the BIR and the BOG, regardless of employment status, with at least six months of service.

SEC. 4. Rewards and Incentives Fund. - A Rewards and Incentives Fund, hereinafter referred to as the Fund, is
hereby created, to be sourced from the collection of the BIR and the BOC in excess of their respective revenue
targets of the year, as determined by the Development Budget and Coordinating Committee (DBCC), in the
following percentages:

Excess of Collection Over the Revenue Targets Percent (%) of the Excess Collection to Accrue to the Fund

30 percent or below - 15 percent

More than 30 percent - 15 percent of the first 30 percent plus 20 percent of the remaining excess.

The Fund shall be deemed automatically appropriated the year immediately following the year when the revenue
collection tar­get was exceeded and shall be released on the same fiscal year. Revenue targets shall refer to the
original estimated revenue collection expected of the BIR and the BOC for a given fiscal year as stated in the
Budget of Expenditures and Sources of Financing (BESF) submitted by the President to Congress. The BIR and
the BOC shall submit to the DBCC the distribution of the agencies’ revenue targets as allocated among its
revenue districts in the case of the BIR, and the collection districts in the case of the BOC. Any incentive under
this Section shall be apportioned among the various units, officials and employees of the BOC or the BIR, as the
case may be, in proportion to their relative contribution to the aggregate amount of the excess collection over the
targeted amount of tax revenue to be collected by the two bureaus respectively. The Fund shall be allocated,
distributed and released by the Revenue Performance Evaluation Board in each agency, hereinafter created in
Section 6 of this Act, in accordance with the rules and regulations issued by the same.

SEC. 5. Incentives to District Collection Offices. - In the event that the BIR or the BOC fails to meets its revenue
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target by less than ten percent (10%), the revenue districts, in the case of the BIR, or the collection districts, in the
case of the BOC, which exceed their respective allocations of the revenue target (allocated target), shall be
entitled to rewards and incentives (district incentive) amounting to ten percent (10%) of the excess over its
allocated target: Provided, however, That any BIR revenue district or BOC collection office which deliberately
foregoes any revenue collection in a given year as part of a scheme to avoid a higher allocated target for the
subsequent year shall not entitled to a district incentive in such subsequent year notwithstanding its having
exceeded its allocated target: Provided, further, That the allocated target of any such district shall have been
reported to and validated by the DBCC as required in the immediately preceding section. The district reward shall
be deemed automatically appropriated the year immediately fol­lowing the year when the revenue collection
target was ex­ceeded and shall be released in the same fiscal year.
The allocation, distribution and release of the district reward shall likewise be prescribed by the rules and
regulations of the Revenue Performance Evaluation Board.

SEC. 6. Revenue Performance Evaluation Board. - There is hereby created a Revenue Performance Evaluation
Board in the BIR and BOC, hereinafter referred to as the Board, each which shall be composed of the Secretary of
the Department Finance (DOF) or his/her Undersecretary as the Chairman, Secretary of the Department of Budget
and Management (DBM) or his/her Undersecretary; the Director General of the National Economic and
Development Authority (NEDA) or his/her Deputy Director General; and as nonvoting members the
Commissioners of the BIR and the BOC, or their Deputy Commissioners; two representa­tives from the
rank-and-file employees; and a representative from the officials, both of whom will be duly nominated by their
respective recognized organization.SEC. 7. Powers and Functions of the Board. - The Board the agency shall have
the following powers and functions:

- To prescribe the rules and guidelines for the allocation, contribution and release of the Fund due to the agency as
provided in Sections 4 and 5 of this Act: Provided, That the rewards under this Act may also take the form of
nonmonetary benefits;

- To set the criteria and procedures for removing from service officials and employees whose revenue collection
falls out of the target by at least seven and half percent (7.5 %), a due consideration of all relevant factors
affecting the level collection as provided in the rules and regulations promulgated under this Act, subject to civil
service laws, rules and regulations compliance with substantive and procedural due process: Provided, That the
following exemptions shall apply:

- Where the district or area of responsibility is newly-created, not exceeding two years in operation, and has no
historical record of collection performance that can be used as basis for evaluation; and

- Where the revenue or customs official or employee is a recent transferee in the middle of the period under
consideration unless the transfer was due to nonperformance of revenue targets or potential nonperformance of
revenue targets: Provided, however, That when the district or area of responsibility covered by revenue or
customs officials or employees has suffered from economic difficulties brought about by natural calamities or
force majeure or economic causes as maybe determined by the Board, termination shall be considered only after
careful and proper review by the Board.

- To terminate personnel in accordance with the criteria adopted in the preceding paragraph: Provided, That such
decision shall be immediately executory: Provided, further, That the application of the criteria for the separation
of an official or employee from service under this Act shall be without prejudice to the application of other
relevant laws on accountability of public officers and employees, such as the Code of Conduct and Ethical
Standards of Public Officers and Employees and the Anti-Graft and Corrupt Practices Act;
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- To prescribe a system for performance evaluation;

- To perform such other functions as are necessary or incidental to its mandated functions, including the issuance
of rules and regulations for the proper conduct of its functions; and

- To submit an annual report to the Congress.

SEC. 8. Liability of Officials, Examiners and Employees of the BIR and the BOC. - The officials, examiners, and
employees of the Bureau of Internal Revenue and the Bureau of Customs who violate this Act or who are guilty of
negligence, abuses or acts of malfeasance or misfeasance or fail to exercise extraordinary diligence in the
performance of their duties shall be held liable for any loss or injury suffered by any business establishment or
taxpayer as a result of such violation, negligence, abuse, malfeasance, misfeasance or failure to exercise
extraordinary diligence.

SEC. 9. Right to Appeal - An official or employee whose employment is terminated by virtue of the decision of
the Board may appeal to the Civil Service Commission (CSC) or the Office of the President (OP), whichever is
applicable, in accordance with pertinent laws, rules and regulations.

SEC. 10. Performance Report. - The Commissioners of the BIR and the BOC shall regularly file a report with the
Board stating therein the status of collection in their respective agencies, and in the event of a shortfall or surplus,
the source of the shortfall or surplus, the personnel in-charge of the unit, his/her explanation for the shortfall or
surplus and his/her recommendation as to remedial course of action in cases of shortfall, and in the case of the
year-end report the names of officers and employees who are recommended for termination or reward.

The report shall be submitted semi-annually with the last report to be annualized. A copy of the report shall be
submitted to Congress within two months after the period ends. In the event of a shortfall in the national target, a
separate report shall be submitted by the voting members of the Board to the Office of the President containing its
evaluation of the performance of the Commissioner concerned on the basis, of which the President may pursue a
course of action consistent with the national interest. Said reports shall likewise be furnished to Congress.

SEC. 11. Rules and Regulations. - The DOF, DBM, NEDA, BIR, BOC and CSC, shall jointly issue the rules and
regulations of this act within thirty (30) days after its effectivity.

SEC. 12. Joint Congressional Oversight Committee. - There is hereby created a Joint Congressional Oversight
Committee composed of seven Members from the Senate and seven Members from the House of Representatives.
The Members from the Senate shall be appointed by the Senate President, with at least two senators representing
the minority. The Members from the House of Representatives shall be appointed by the Speaker with at least two
members representing the minority. After the Oversight Committee will have approved the implementing rules
and regulations (IRR) it shall thereafter become functus officio and therefore cease to exist.

SEC. 13. Separability Clause. - If any provision of this Act is declared invalid by a competent court, the
remainder of this Act or any provision not affected by such declaration of invalidity shall remain in force and
effect.

SEC. 14. Repealing Clause. - All laws, presidential decrees, executive orders, other executive issuances, rules and
regulations or parts thereof, including the provisions of Section 285 of Republic Act No. 8424, which are
inconsistent with this Act are hereby repealed, amended or modified accordingly.

SEC. 15. Effectivity. - This Act shall take effect fifteen (15) days after its publication in at least two newspapers
of general circulation.

Approved,
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(Sgd.) FRANKLIN M. DRILON (Sgd.) JOSE DE VENECIA JR.

President of the Senate Speaker of the House of Representatives

This Act which is a consolidation of House Bill No. 2996 and Senate Bill No. 1871 was finally passed by the
House of Representatives and the Senate on January 19, 2005.

(Sgd.) OSCAR G. YABES (Sgd.) ROBERTO P. NAZARENO

Secretary of the Senate Secretary General
House of Representatives

Approved: January 25, 2005

(Sgd.) GLORIA MACAPAGAL - ARROYO
President of the Philippines

BATAS.org - Philippine Law Library REPUBLIC ACT NO. 9335, January 25, 2005

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 4 of 5

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library REPUBLIC ACT NO. 9335, January 25, 2005

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 5 of 5

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org


