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EXPLANATORY NOTE

Following the global economic downturn that brought the economy almost to a stop in
2009, the country 1s now in need of fuel to spur growth in order to help the economy back on
its feet. One of which takes the form of investments that should be able to facilitate cconomic
activity in the country. Indeed, empirics will show the positive correladon berween
investments and economic growth, which has been carlier posited by economic literature.

In fact, even the 1987 Philippine Consutution acknowledged the significant role of the
private sector, endeavoring optimum provision of opportunities to encourage its expansion. It
15 thus in the best interest of the country to enhance its competitiveness in the global economy
through investment promotion and industrial development activitics geared towards
employment generation and countrywide development.

In view of such objectives, the government has put in place an array of incentives to
encourage the inflow investments from the pockets of both domestic and foreign investors,
ranging from the comprehensive Omnibus Investment Code (Executive Order 226 of 1987) to
special laws that seek to prop up industries such as exports and renewable energy, among
others. Therein, however, lays the folly as the plate of incentives has become seemingly
complex, redundant and confusing to prospective investors, as well as an administrative
nightmare for the bureaucracy. Not only that, the government coffers stand to suffer as more
and more tax incentives prevent inflows of revenues. While incentives offer perks for
investors, thus making it desirable to lavest in the country, a balance must be achieved
between revenue generation and investment climate. This bill secks to offer this balance by
providing for an updated and coherent investment policy that will enhance the country's
investment programs and strategies but at the same time ensures that incentives are
rationalized to address the problem of too many revenue-leakages.

To start off, the proposed measure distinguishes “strategic” enterprises from the “non-
strategic” enterprises, where the former are seen to create more value-added tw the £Cconomy.
These are in turn, beneficiaries of the perks enjoyed by export enterprises, along with duty and
value added tax (VAT) refunds on their capital equipment and raw material imports.
Meanwhile, non-strategic enterprises - although not entitled to income tax holiday (ITH) or
reduced income tax rate - will get net operating loss carry over (NOLCO), accelerated
depreciation, and double deduction for training expenses, and research and development.

The bill hikewise provides “locational incentives” for 20 vears to domestic enterprises
sctting up shop in the 30 poorest provinces or “less-developed areas”. These include a
reduced income tax, NOLCO, VAT and duty refunds on capital equipment and raw material
imports, accelerated depreciation, and double deduction for training expenses and research
and development.

To carry out the objectives of the said measure, the Board of Investments — the major
implementing agency — is given a roster of functions and powers that will improve its service-



delivery, including the formulation of the Investment Priority Plan and provision of assistance
to micro and small enterprises, among other things. Under this agency, the Investment
Promotion Action Center (i-PAC) shall be institurionalized to serve as the source of
investment information and as the link to all government agencies to facilitate entry, retention,
expansion and diversification of investments,
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THE INVESTMENTS AND INCENTIVES CODE OF THE PHILIPPINES

Be it enacted by the Senate and the House of Representatives of the Philippines 1n Congrcs.&

assembled;

PRELIMINARY TITLE
CHAPTEER. I
TITLE AND DECLARATION OF POLICY

SECTION 1. Tade, - Thas Act shall be known as "The Investments and Incentives Code of
the Philippines”

SEC. 2. Declaration of Invesiment Policies. - The national economy shall be developed so as to
enhance its competitiveness in the global economy through investment promaotion and industrial
development activities geared towards employment generation and countrywide dev elopment.
Accordingly, the following are the declared policies of the State:

{a) The State shall pursue a market-responsive investment regime;

{b) The State shall formulate industry and sectoral development programs;

(c) The State shall undertake investment promotion activities;

(d) The State shall grant incenuves that are simple to administer, time-bound and
petformance-based; and

(e) The State recognizes that indusirial peace 15 essental to attracling investments.

CHAPTER 11
ORGANIZATION AND FUNCTIONS OF THE BOARD OF INVESTMENTS

SEC. 3. The Board of Investments (BOY). - The Board of Investments hereinafter referred to as
the "BOL" shall implement the provisions of this Code except as otherwise provided therein.

SEC. 4. Composition of the BO! Board of Governors, - The BOI Board of Governors, hereinafter
reterred to as the "Board", shall be composed of nine (9) governors: the Secretary of the
Department of Trade and Industry (DT1), the Secretary of the Deparment of Finance (DOF), the
Director General of the National Economic and Development Authority (NEDA), the DTI
Undersecretary for Investments and Industry Group (J1G), the DT1 U ndersecretary of International
Trade Group (ITG), the DTI Undersecretary of Regional Operations Group (ROG) and three (3)
representatives from the private sector, The Secretary of the DTI shall concurrently be the
Chairman of the BOT and the IIT Undersecretary for Investments and Industry Group shall be the
concurrent Vice Chairman and Managing Governor of the BOI. The three (3) representatives from
the pmqte sector shall be appointed by the President for a term not exceeding four (4) vears:
Provided, That a governor may be reappointed: Prowided, furtber, That a governor shall serve as such
until his successor shall have been appomted and qualmc



N R R o

11
12

13

15

O G N N N S W R TSI
Ja L B o— S 00 =) O L = L

e
R

The Managing Governor of the BOT shall be assisted by rwo (2) career officials with the
rank of Deputy Manaping Governor, who shall be appointed by the Board, upon the
recommendation of the Managing Governor.

hMembers of the Board shall recetve a reasonable fer diem for cvery mucring attended.

SEC. 5, Quabfications of the BO! Board of Gorerngry. - The governors of the BOT shall be citizens
of the Philippines, at least thirty-five (35) vears old, with proven probity and integriry, of good moral
character and of recognized competence in ecconomics, business, marketing, advertising,
management or its equivalent.

SEC. 6. Powers and Functions of the Board, - The Board shall be responsible for the regulaton
and promoton of mvestments. It shall held meenngs at least once a week for the conduer of
business or as often as may be necessary upon the call of the Chairman or upon the request of the
Managing Governor. The notice of regular and special meetings shall be given to all the members of
the Board and the presence of five (5) members shall constitute & quorum and the affirmative vote
of five (3) members in a meeting validly held shall be necessary to exercise its powers and perform
its funcuons which shall include the following:

AL Investment Promotion-Related Functons:

{1) Formulate an evolving Natonal Framework for Investment Promodons (NFIP), that waill
govern all Investments Promotion Agencies (IPAs);

(2) Promulgate rules, regulations and policies to implement the NFIP in consultation with all
[T As and exercise monitoring functions over all investument promodon activitdes of all IPAs;

(3) Gather, consolidate and monitor investment data and information  (both domestic and
feoreign divect investments) from all IPAs and other concerned government agencies for submission
to the President and to Congress;

(4) Enter ino agreemenrs with other agencies for the simplification of  systems and
procedures involved in the promonen of invesuments, operation of economic zones and registered
enterprises, and other activities necessary for the effective implementation of this Code;

(5) Establish the Investment Promotion Action Center {I-PAC);

(0) Establish and operate regional investment centers in the Philippines, and establish and
operate overseas investment offices,

B. Regulartory Funcrions:

(1) Formulate an evelving Natenal Framework for Industrial Development (NFID),

(2) Promulgare rules, regulations and policies to implement the NFID in consultation with
the private sector

(3) Plan and implement industrial programs to hasten economic development including
those relating to the implementation of international trade, investment and industry-related
C]‘l\'il'{]f‘lrt](.']‘lla] :lgrf_'t_‘In-:}ﬂlﬁ ‘Elnc! pl'l‘}[ﬂl’."(‘illh",

(4) Formulate positons for bilateral, multilateral and regional investments and investment-
related trade agreements and/or arrangements;

(5) Act on investment projects covered by bilateral, multlateral, and regional agreements
subject to rules and guidelines to be formulated by the Board:

(0) Recommend to the President the suspension of the aationality requirement provided for
in this Code in appropriate cases such as those mvolving bilateral, mulilateral, or regional
investments, or other trading agreements of the Philippines with other countries; or when the
existing laws of another country where the investor comes from provides no nationality restrictions
for Filipino investors or provides for reciprocal nationality accommodatons;

(7) Promulgate rules, regulations and policies on incentives which the IP As are mandated to
implement;
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(B Ghather, consolidate and moniver incentives data and informaticn from all [T As and
other concerned governmenr agencies for submission o the President, the DOF and ('_',nﬂgres::;

(¥ Prepare the Invesoments Priovides Plan {IPP) in accordance with Tide 11, Chapter 1 of
this Code;

(13 Formulate radonalization programs for certain industries whose operation may resulr in
dislocation, oversupply or inefflcient use of resources that impedes economic growth. In the interest
of national development and upon approval of the President, the Board may restrict, exther torally or
partially, the importadon or exportation of any cquipment, raw materials, intermediate goods or
firushed goods;

(11 Prepare an anoual  lst of products and  services  that  are not sufficentdy
manufactured /rendered locally;

(12} Assist micro and small enrerprises o the preparation of feasilality and other pre
investment project studies;

(13; Regulate the implementaten of Reglonal Operating Headguarrers, Rerail Trade Law,
Long-Term Lease and other laws as mandared;

{14} Process and approve, deny, suspend, revoke applications for repistration, imposing
terms and conditions as it may deern necessary o promote the purposes of this Code, ncluding the
refund and forteiture of mncentives when appropriate, restricting availment of incentives not needed
Ly the project as determined by che Board, requinng perlonnance bonds from BOl-aceredited
Londing companies, and payvment of applicauon, registration, publicadon and other fees, when
warrah el

p Afrer due notice and hearing, cancel the regiswaton or suspend the incenoves of a
replstercd enterprise and for reguire refund of incenoves, including interests and monetary penaloes;

(10} Establish a mediapon center o resolve controversies and/or dispures between

registered enterprises;

(17} After due hearing, decide controversies that may arise berwveen registered enterpnses or
investors therein which espouse conflicting interests arising from the implementadon of this Code.
The Board shall have the power o subpoena wirnesses, administer oaths, and compel the
producton of books, papers and other evidence, and o ate for contempt any person or
iatdon that fails to comply with the aforestared processes: Prowighd, That the Board may grant
tmmunite from prosccutdon tooany person whose resnmony or documents or other evidence 13
necessary or relevant to the case:

i

LIEETD

Proveded, farther, That a registered enterprise may file s motion for reconsideration of a
decision or fnal order within fifteen (15) days from notice thereof, with proof of service on the
parties affecred. No second morion for reconsideranon of 2 decision oz final order by the same party
shall be enrertained;

(18) Recommend o the Commissioner of the Burean of Immigradon the emploviment of

Forelgn natonals 10 registered enterprises and the grane of Tnvestor's Yisa;

(1Y) Ascertain by inspection or verified reports, the proportion of the parucipavon of
Philippine nadonals in a registered enterprise to cnsure compliance with the nanonality requirements
of Philippine laws to rerain regiscradion under this Code or to venfy the compliance by registered
ciiterprises with the terms and condidons of registration;

(21 Waive, condone ot reduce fines or penalties imposed on registered enterprises;

(21} Determine the organtzavonal stucture of the BOL Appoin discipline or remove its
persunnel conststent with the provisions of civil service laws, rules and reguladons; and

221 Exercise all the powers necessary or incdenral to arrain the purposes of this Code and
ather Iws vesting additenal Finctons on the Beard,

SEC, 7. Appainsment of BOL Perionnel - The Managing Governor, upon recommendation of
the Board, shall appoint its personnel subject to civil service laws, rules and regulations. All positons
in the BOM shall be governed by compensation, positon classificaden systerns, and qualification
standards approved by the Boand based on o comprehensive job analvsis and audic of acmal dunes
onsibilites, The compensadon plan shall be comparable wath the prevaiing compensation

and res

pla of Philippine Economic Yone Authordty (PEZA) and shall be subject to petiodic review by the
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Board without pr{:judii;t’ to :,'{-‘.ﬂrl}' merlt reviews or increases based on prgcluctlx-ir_-,'_ The BOH shall
therefore be exempt from exisung laws, rules and regulations on compensation, position
classification and qualification standards.

SEC. 8. The Investment Promotion Action Center (i-PAC). - There is hereby created an i-PAC in
the BOI in place of the current One Stop Action Center {OSAC) created under Executive Order
No. 136, series of 1987, entitled "Establishing the Council for Investment in Trade, Industry,
Tourism, Agriculture, Natural Resources, Transportation, Communication and Services, and for
Other Purposes”. The i-PAC shall serve as the source of investment informadon and as the link to
all government agencies to facilitare entry, retention, expansion and diversification of investments,
The 1-PAC shall be composed of all government agencies involved in the establishment or operation
of business including, but not limited to, all [PAs, the Securities and Exchange Commission (SEC),
the Burcau of Internal Revenue (BIR), the Bureau of Customs (BOC), the Burean of Immigration
(BI), the Department of Trade and Industry (DTT), the Department of the Interior and Local
Government (DJLG}, the Department of Agriculture (DA), the Department of Environment and
Natural Resources (DENR), the Department of Labor and Employment (DOLE), the Department
of Foreign Affairs (IDFA), the Department of Energy (DOE), the Diepartment of Public Works and
Highways (DPWH), the Department of Agrarian Reform (DAR) and such other agencies as may be
determined by the Board. The government agencies involved shall designate representatives to the i-
PAC that are clothed with authority to act and approve/deny any matter relative to their respective
Flgl;'ﬂ('.'lt':i.

SEC. 9. Pawers and Functions of the i PAC. - The 1-PAC shall exercise and perform the
following powers and functions:

() Provide advice, guidance, information and procedure on wvatious laws, rules and
regulations governing investments and the conduct of business in the Philippines.

{b) Ensure that all investment-related requirements are acted upon within ten (10} working
days. In cases of applications not acred upon within ten (.| 0) working days, the same shall be
deemed approved: Provided, bowerer, That deferment shall be considered as an action.

(¢) Recommend the streamlining of existing procedures to ensure that all frontline agencies,
dealing with the operation of business, perform their tasks for identified government to business
transactions.

(d) Establish an on-line investment facilitation system.

(e} Act, in coordination with appropriate sovernment offices or agencies, such as the Office
of the Ombudsman and the Civil Service Commission (CSC), on complaints filed by any investor or
potential investor against any public official or employee or any office, agency or instrumentality,
including local government units (LGUs) and officials, as well as any government-owned and -
controlled corporation (GOCC), in connection with any act or duty required by law to facilitate the
entry of local and foreign investments.

(f) Perform such other functions as may be directed by the Board.

SIEC, 10, Honararia and Alowanes. - The Board shall provide for reasonable honoraria and
allowances for the -PAC members and irs personnel

TITLE 11
DEFINITION OF TERMS

SEC. 1. Defirition of Terma. - As used herein, the following shall mean:

{a) "BOI" shall refer to the Board of Investments created under this Cade.

(b) "Investments promotion agencies {IPAs)" shall include the BOI, the PEZA, the Bases
Conversion Development Authority (BCDA), the Subic Bay Metropolitan Authority (SBMA), the
Clatk Development Corporation (CDC), the John Hay Management Corporation (JHMC), the Poro
Point Management Corporation (PPMC), the Bataan Technology Park Inc. (BTPI), the Cagayan
Economic Zone Authonity (CEZA), the Zamboanga City Special Economic Zone Authority
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(ZCSEZA), the PHIVIDEC Industrial Authority (PIA), the Aurora Special FEconomic Zone
Authority (ASEZA), and all other IPAs that may be created by law.

(c) "Registered enterprise” shall mean anv individual, partnership, corporation, Philippine
branch of a foreign corporation or other entity incorporated and/or organized and existing under
Philippine laws and registered with an IPA, in accordance with this Code: Provided, howeser, That the
term “registered enterprise” shall not include any of the following service enterprises such as, but
not limited to, those engaged in customs brokerage, trucking/forwarding services, parcel services,
janitorial services, security services, insurance and/or banking and other financial services,
consumers cooperatives, credit unions, consu]mnc;-' services, restaurants or such other Services,
within the, cconomic zones, as may be determined by the IPA Board, duly accredited and/or
licensed by any of the IPAs and whose income derived within the economic zones shall be subject
to taxes under the National Internal Revenue Code (NIRC) of 1997, as amended.

(d) "Investments priorities plan (IPP)" shall refer to the list of industries, services and other
economic activites, which will be eligible for incentives under this Code, prepared and determined
as priority or preferred activities in accordance with Tite 1, € -hapter | of this Code,

(e) "New product or service” shall refer to any product or service not locally or not
sufficiently manufactured,/ rendered to meet the demand,

(f) "Gross income earned” refers to gross sales or gross receipts derived from the registered
activity less sales returns, discounts and allowances and cost of poods sald,

(@) "Tax credut” shall mean any credits against taxes and/or duties equal to those actually
paid or would have been paid. Tax credit certificate shall be issued by the Secretary of Finance or his
representative, or the concerned IPA, if so delegated by the seeretary of Finance. The tax credit
certificate issued pursuant to this Code shall not be transferable to another registered enterprise
under this Code, In case the industry 15 1n a state of distress, as declared by the Board, the tax credit
certificate held by enterprises of such distressed ndustry shall be freely transferable. The tax credit
shall be valid only for a period of five (5) years from the date of issuance. The tax credit certificate
shall be used to pay taxes, duties, charges and fees due 1o the national government, except
withholding tax.

(h) "Export sales of goods" shall mean the sales revenues paid for in freely convertible
foreign currency, determined from invoices, bills of lading, inward letters of credir, landing
certificates, or other commercial documents, of the following:

(1) the sale and actual shipment of goods from the Philippines to a foreign country
by a registered enterprise;

(2) sales of goods to an export enterprise registered in accordance with this Code; to
diplomatic missions and to agencies or instirations allowed to import said goods tax and
duty-free; to international shipping or international air transport operations; and to foreign
military aircraft or seacraft;

(3) sales 1o a nonresident buyer for delivery 1o a resident local export enterprise of
capital equipment, raw  materials, production supplies, packaging materials and other
production requirements needed for the registered activity of the export enterprise; or

(4) sales of goods to a nonresident buyer, except automobiles and non-essential
goods, manufactured or processed in the Philippines, for delivery to a resident in the
Philippines: Provided, Thar they are paid for in acceptable foreign currency. Prowided, That in
the case of paragraph (2) above, only sales to an export enterptise of capital equipment, raw
materials, production supplies, packaging matetials and other production requirements
needed for the registered activity of the export enterprise; and sales to internatona) sea or air
transport operations of goods, equipment, spare parts and supplies, except fuel, to be used in
the aircraft or seacraft and capital equipment needed for the shipping or air rransport
operations, shall be entitled to incentives for export enterprises under this Code. Sales of
locally manufactured or assembled goods for household and personal use under the Internal
Export Program and similar programs of the government shall be deemed as "export sales”.
(1) "Export sales of services” shall mean the sales revenues or receipts, determined from

contracts, mvoices, vouchers, official receipts, or other commercial documents of the following:

(1) services rendered for clients abroad by registered enterprises;
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(2) services rendered for an export enterpnise registered in accordance with this
Code; to diplomatic missions and to other agencies or nstitutons with tax and duty-free
prvileges;

(3) services rendered to international airlines or shipping lines, or foreign military
.'-'.Ii_r_'-C!'SlEt ar i‘_'\.ﬁ}l('.]'i'lft, 0or i]lft]l'i'!'li’l‘l.‘i.i}[i aricl E.:i'.-l'l'.l]'l'.lL'I.niCEﬂ'jU['.l |.C'l_'|3]-l[‘}l{'}g:::' C'['.I.H:'I.'Pr[ﬁc-.‘\', CVen if
rendered lc_:cta]iy. Progided, That in the case r.:_i‘ Ersil"dgl'a]‘.uh (2) above, only services for an export
entetptise performed by subcontractors and! or contractors in the manufacture or processing
of goods; other services necessary for the registered activity of an export enterprise; and in
the case of paragraph (3), only services for the overhaul, repair and maintenance for
internaticnal shipping or air transport operations, and foreign military aircraft or seacraft,
shall be enutled to incentives for export enterprises under this Code.

The foregoing notwithstanding, services rendered locally by registered enterprises that are
paid for i freely convertible foreign currency shall be considered as "export sales”.

(i) An "export enterprise” shall mean a registered enterprise which s a manufacturer,
processor or service provider and whose export sale of its products or services exceeds seventy
percent (70%) of its rotal annual production of the preceding taxable year. An export trader that
buys and sells for its own account products of micro and small enterprises and earns one hundred
percent (100%) of 1ts annual sales from expors of the same shall be deemed 1o be an export
Crire I'-F r S,

(k) A "domesne enterprise” shall mean a registered enterprise, which produces goods for sale
or renders services ﬂxclu:-‘.i‘l.fel.}' to the domestic market or does not comply with the minimum export
requirement of an export enterprise.

) "Service enterprise” is an enterprise engaged or proposing to engage in rendering
technical, professional or other services listed in the IPP. Service enterprise that earns more than
seventy percent (70%) of its revenues paid for in foreign currency generated from nonresident
clients shall be enuded to the incentives provided o an "export” enterprise.

(m) "Source documents" shall refer to inpur materials and documents reasonably needed by
informanon rechnology (IT) and I'T-enabled industries such as, but not limited to, books, direcrories,
magazines, newspapers, brochures, pamphlets, medical records: or files, legal records or files,
mstruction nuaterials, deawings, blueprints or outlines.

(n) "Processing” shall mean converting raw materials into marketable form through physical,
mechanical, chemieal, electrical, biochemical, biological or other means, ar by a special treatment or

L8
that results in a change in the namre ar state of the products. Processing shall include assembly
provided that a distnet or new product 1s formed. Mete packing or packaging shall riot constitute
processing. .

(0) "Industrial Estate (IE)" shall refer to a wact of land subdivided and developed according
to a comprehensive plan under a unified continuous management and with provisions for basic
infrastructure and unlities, with or without pre-built standard facrory buildings and communiry

a series of actions, such as slaughrering, milling, pasteurizing, drving or desiceating, quick freezing,

taciliies {or the use of a community of industries. It includes povernment industeial estates such as
the PHIVIDEC Industral Authonty.

() "ECOZONES" or "Special economic zones (SEZ)" shall refer to selecred areas with
highly developed or which have the potendal to be developed into agro-industrial, industrial, supply
chain city, information technology, tourst/recreational, commercial, banking, investment and
financial centers, retirement and medical zones whose metes and bounds are fixed or delimited by
presidential proclamations, An ecozone may contain any or all of the following: industrial estates
(IEs), export processing zones (EPZs), supply chain aies, 1CT parks and centers, free trade zones
and tourism estates: Prosided, however, That areas where mining operations are undertaken shall not be
declared as ecozones,

(q) "Ecozone developer” shall refer to a business entity duly registered with the PEZA to
develop, operate and maintain an ecozone thar will put up the required nfrastructure facilides and
utthities, 1o include among others, light and power svstem, water supply and distribution system,
sewerage and drainage system, pollution control devices, communication facilities, paved road
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network, administration building, standard factorv bulldings, and other facilities as may be required
by enterprises registered with the PLEZA.

(r) "Export Processing Zone (EPZ)" or "Fxport Zone" shall refer to a specialized industrial
estate located physically and/or administratively outside the customs tertitory and prt:d()minﬂnﬂ}-‘
ariented to export production,

{s) "Freeport” is an isolated and policed area adjacent to a port of entry as defined by Section
3519 of the Tanff and Customs Code, which shall be operated and managed as a separate customs
territory to ensure free flow or movement of goods, except those expressly prohabited by law,
within, into and exported out in the freeport zone where imported goods may be unloaded for
immediate transshipment or stored, repacked, sorted, mixed or otherwise manipulated without being
subject to taxes and dunes.

() "Tourism estate” is a tract of land with defined boundaries, suitable for development mto
an integrated resort complex to render tounsm services for both local and foreign tournsts, travelers
and investors, with prescribed carrying capacities, of tourist facilities and activides such as, bur not
limited to, sporr, gamuing and recreation centers, accommodations including hotels, apartelles, tourist
inns/villas, pension houses, convention and culrural facilities, food and beverage outlets, commercial
establishments and other special inrerest and attractuon acuvities/establishments, and provided with
roads, water supply facilities, power distibution facilines, drainage and sewage systems, and other
necessary infrastructures and facilives. A tourism estate shall be under unified and continuous
management, and can either be a component of an ecozene or the whole ccozone itself.

(u) "ICT park" or "iInformation and communications technology (1CT) park” shall refer to an
area which has been developed into an integrated development complex capable of providing
mifrastructure and other support facllities required by [CT enterprises, as well as amenities required
by professionals and workers involved in ICT enterprises, or easy access to such ameniues,

{(v) "ICT center” shall refer to a bulding which has been developed by public or private
corparate entities to provide infrastructure and other supporr facilities required by ICT enterprises,
as well. as amenities required by professionals and workers involved in ICT enterprises, or easy
access ro such amenities.

() "{_'.;J.pitzi] {tn_}ui[n'ncm" refers (o 111}1{Z|1ILI’JE'!’}', cql.li]_:}rm:ur, and COMpOonents thereof, spare
parts, accessories, tools, devices, apparatus, fixtures, fittings and accompamiments which are directly
and/ or reasonably needed in the regisrered acrivity of the enterprise and those required for polluson
abatement and control, cleaner production and warter reducton, conservaton,

) "Supply chain city” shall refer to a self-contained zone that includes manufacruring
facility with hub operations in an cconomic zone, The manufacturing facility covers whole or parual
operations, and the hub operatons include Business Process Outsourcing (BPCY) in support of the
manufacruring activiey of the registered enterprise, The BPO activities cover finance and accounting,
high end processes such as marketing, client or buver- manufacturer relatonship, procurement of
materials, |-;'_Jgi:-;1it!¢ MANAZEment, and other related acovinies of a borderless E;]nha] [l'tfln]_'li—nc[]_“‘i]'lg Se-
up.

(v) "Less Developed Area (LDA)" shall refer to an area that is included in the list prepared
by the BOI, after consultation with appropriate government agencies, Such listing shall ke into
consideration the following criteria: low per capita gross domestic product, low level of investments,
high rate of unemployment and/or underemployment and low level of infrastructure development
inchading is accessibility to developed urban centers.

TITLE 1
INVESTMENTS WITH INCENTIVES

CHAPTER |
QUALIFIED ACTIVITIES

SEC. 12, [npestments Prioritier Plan (IPP). - The BOIL, upon consuliation with the Office of the
President, concerned [PAs and appropriate government agencies and the private sector, shall
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formulare the IPP ta be submitted to the President for his/her approval. In the listing of the acuviry
in the PP, the following shall be comphed with:
(a) The acuvity shall be covered by the current Medium Term Philippine Development Plan
(MTPDP) and Medium Term Philippine Investment Plan (MTPIP) or its equivalent
(b} The activity shall satsfy the following conditions:
(1) Substannal amount of investments;
(2} Considerable generation of employment;
(3} Use of modern or new technology; or
(4) Installation of adequate environmental protection systems: Prosided, That items by
1} and b( 4) above shall be present in all activities, and the threshold amount of investments
and employment generation required for a specific activity shall be subject to a periadic
review every three (3) vears taking into consideration international standards and other
indicators.
(¢} The activity must comply with the specific qualification requirements and/or conditions
for a particular sector or industry as set by the Board and other limitations the Board may determine.

SEC. 13 Amendments. - Subject to publication requirements and the criteria for investment
priority determination, the Board may, at any time, include additonal areas in the IPP, alter any of
the terms of the declaration of an investment area, and temporarily or permanently suspend
activities on the IPP if it considers that such acuvity is no longer a priority. In no case, however,
shall any amendment of the IPP impair the incentives conferred on a registered enterprise. The
Board shall not accept applications in an area of investment prior to the approval of the same as a
preferred area. or after approval of its deletion as a preferred area of investment in the IPP.

SEC. 14 Pwblication, - Upon approval of the IPP, in whole or in part, or upon approval of an
amendment thereof, the IPP or the amendment, specifving and declaring the areas of investment
shall be published in at least one (1) newspaper of general circulation and all such areas shall be open
tor application untl publication of an amendment or deledon thereof.

SEC. 15, Strategic Projects. - The President, upon recommendation of the Board, may allow
registration of a strategic project that may not be listed 1n the [PP, but will locate in the COUNLLy as a
result of suff compettion with other counrries.

A strategic project 1s a project that exhibus high social economic returns and requires large
investments that will significantly contribute to the country's cconomic development. In the exercise
of this authonty, any three (3} of the following criteria shall be taken into account: (1) large capital
mvestments; (2) generate sizeable employment; (3) use of new and internationally accepted high level
of technology; and (4) creaton of value-added.

CHAPTER 11
INCENTIVES TO REGISTERED ENTERPRISES

SEC. 16. Performance-Based Incentives. - This Act shall provide two (2) types of performance-
based incentves to qualified enterprises, as herein classified: (1) the direct taxes incentives such as,
Net Operating Loss Carryover (NOLCO), a accelerated depreciation and double deduction for
traming expenses and double deduction for research and development; and (2) the indirect taxes
incentives, such as zero percent (0%%) rate of value-added tax (VAT) on sales, exemption from taxes
and/or customs duties on imporration of capital equipment, aw materials and source documents
and wharfage dues and export tax,

(ualified enterprises which avail of the Income Tax Holiday (ITH), or Reduced Income
Tax, or the five percent (5%) tax rate on Gross Income Earned (GIE), as the case may be, shall be
precluded from availling of the performance-based direct taxes incentives.
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network, administration building, standard factory buildings, and other facilities as may be required
by enterprises registered with the PEZA.

(1) "Export Processing Zone (EPZ}" or "Export Zone" shall refer to a specialized industrial
estate located physically and/or administranvely owside the customs territory and predominantdy
oriented to export production.

(s} "Freeport” is an isolated and policed area adjacent to a port of entry as defined by Section
3519 of the Tanff and Customs Code, which shall be operated and managed as a separate CUStoms
territory to ensure free flow or movement of goods, except those expressly prohibited by law,
within, into and exported out in the freeport zone where imported goods may be unloaded for
immediate transshipment or stored, repacked, sorred, mixed or otherwise manipulated without being
subject to raxes and dutes.

() "Tourism estate” Is a tract of land with defined boundaries, suitable for development into
an integrated resort complex to render tourism services for both local and foreigm tourists, travelers
and investors, with prescribed carrying capacities, of tourist facilities and activities such as, but not
limited to, sport, gaming and recreation centers, accommaodations including haotels, apartelles, tourist
inns/villas, pension houses, convention and cultural facilites, food and beverage outlets, commercial
establishments and other special interest and attraction activites/establishments, and provided with
roads, water supply facilities, power distribution facilities, drainage and sewage systemns, and other
necessary infrastructures and facilities. A rourism estate shall be under unified and continuous
management, and can either be a component of an ecozone or the whole ecozone itself.

() "ICT park" or "information and communications technology (1CT) park” shall refer to an
area which has been developed into an integrated development complex capable of providing
mfrastructure and other support faciliies required by ICT enterprises, as well as amenities required
by professionals and workers involved in ICT enterprises, or easy access to such amenities.

(v) "ICT center” shall refer to a building which has been developed by public or private
corporate entities to provide infrastructure and other support facilities required by 1CT Crrerprises,
as well as amenities required by professionals and workers involved in ICT enterprises, or casy
access 1o such amenities,

(w) "Capital equipment” refers to machinery, equipment, and components thereof, spate
parts, accessories, tools, devices, apparatus, {ixtures, fittings and accompaniments which are directly
and,/ or reasonably needed in the registered activity of the enterprise and rhose required for pollution
abatement and control, cleaner production and water reduction/ conservation,

(x} "Supply chain city" shall refer to a seli-contained zone that includes manufacturing
facility with hub operations in an economic zone, The manufacturing facility covers whale or partial
operations, and the hub operations include Business Process Qutsourcing (BPO) in suppott of the
manufacturing activity of the registered enterprise, The BPO activitics cover finance and accounting,
high end processes such as markeung, client or buyer- manufacturer relationship, procurement of
matertals, logistics management, and other related activities of a borderless global manufacturing set-
'l.l]_'fl.

(v) "Less Developed Area (LIDA)" shall refer to an area that is included in the list prepared
by the BOL, after consultation with appropriate povernment agencies. Such listing shall take inw
consideration the following ctiteria: low per capita gross domestic product, low level of investments,
high rate of unemployment and/or underemplovment and low level of infrastrucrure development
cluding its accessibility to developed urban centers.

TITLE IIT
INVESTMENTS WITH INCENTIVES

CHATFTER |
QUALIFIED ACTIVITIES

SEC. 2. [npestorents Prioritier Plan (IPP). - The BOI, upon consultation with the Office of the
President, concerned IPAs and appropriate government agencies and the private sector, shall
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SEC. AT, weentives to Regditered Dport Ewderprises, - Al TPAs may administer the following

meentives to ther respective registered export enterprses o the extent of their registered actviry:

{a) lncome Vax Holiday {TTHY. - Activites of an export enterprise shall be enttled w six (0]
vears off from the date of start of s commercial operatdons. The BIR shall require a registered
export enterprise avalding of I'TH to sccure & ceriificare of eligibility from the appropnate 1P A
before filing an official copy of s mcome tax return (ITR). Thereatter, the registered export
enterprise shall file its claim with the appropriate 11 A for walidation, Failure to secure certification
and/or o fle the [TH avadment for validadon by the appropriate [PA shall cavse the forfeiture of
the ITH availment for the taxable peried.

T Reduced  Income Tax Afrer enntioment e TTHL a rtrglsu:rt:d eRpoOrt enterprise,
tegardless of location, may be enutled o a preferenual rax rare of fifteen percenr (15%) of raxable
teame as defned under Seerion 31 of the NIRC of 1997 as sinended,

(c) Five percent {':Eu"*_'-u:;'i':l..\: Hare on Gross Income Farned (GI12) Tnstead of the above
Reduced Income Tax rate, a registered export enterprise located inside or ourside the ecozone,
wndustrial estate or freeport zone may opt and apply with the concermed IPA for the five percent
|i:"_,':!.-'.:]::- rax of the GIE 1 lew of all natonal and local taxes, j:‘la;hlding bt not lonied 1o, VAL on thetr
repistered activity, VAT on importaton directly related to their registered actvity, documentary
stamp taxes (1257 and excise taxes, except real property tax on land owned by private developers.
The allocation of the five percent (3%40) GIE pertaining to the LGLU foregoing taxes hereunder shall
be governed by the charter or governing law of the IRA. Once the registered export enterprise has
nmade the choice, such chotce shall he irrevocable For the duranon of its registration,

A registered export enterprise emoving the Ove percent (5% rax on GIE  may generate
income from domestic sales up to thirey percent (30%) of s toml mcome from all sources: Prowded,
That should a repistered export enterprise’s income from domestic sales exceed thirey percent (30%)
af its total iIncome from all sources, the entre income shall be subject w the regular income tax. If
the thiry percent (30%) threshold is not exceeded, the domestc sales of a registered export
enterprise shall contnue te enjoy the five percent (5%} tax on GIE.

(e} Ner Operaung Loss Carrvover (INOLCOL - The net operatng loss of the registered
activity dunng the frst bBve (5) years from start of commeraal operanon which had not been
previoushe olfser as deduction from gross income shall be carrled over as a deduction from gross
ncome {or the nexe five (5) consecunve taxable vears ummediately following the vear of such loss:

Pegpded Spwerer, Thar the ™NOLCOY shall be the actual loss wuhour the benefie of the moentives

provided heremn. The Bl shall require o registered export enterprise avalling af the NOLOCO w
secwe a certitficate of :_'ligi.bilil‘:,' fromn the appropriate 5 before filiﬂg an official copy of s I'TR
with the appropriate TP A for validation of the MO CO) clam.

Fatlure to secure a certificatdon and/or to e the NOLCO avallinent for validaton by the
B0 ar appropriate 1PA shall cause the forfeiture of the avaldment for the raxable period.

(e} Accelerated Dlepreciation. - Accelerated depreciation of plant, machinery and equipment

that are reasonably needed and actually used for the production and transport of goods and services
mayv be depreciated using a rate not exceeding twice the rate which would have been used had the
annual allewance been computed in accordance with the rules and regulations prescribed by the
Secrerary of Finance and the provisions of the NIRC of 1997, as amended.

1 Double Deducuon for Teaming Fapenses or Trainimg Fxpenses Credit.  Fxpenses
weurred for loeal waining miven to employees and training expenses of porenual employees for the
development of skills idenufied as necessary by the appropriate government agencies, upon approval
by the concerned TP A, shall entille the registered cxport enterprise to a spedial deduction from the
mxable incomne equivalent o one hundred percent (100%) of the 1oral expenses over and above the
allowable ordinary and necessary business deductons for said expenses under the NIRC of 1997, as
amended.

The same benefir of double deduction shall hkewise extend 1o expenses paid or incurred by
the registered export enterptise i its walning projects in collaboration with schools and universioes
acvcredited by the Department ol Rducanon Deplid) or Commussion on Higher Educaton
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(CHED). The training expenses incurted shall be deducuble from taxable income on the taxable
vear the said training expenses were mncurred.

The concerned IP A shall issue the corresponding ceriificate of' entitlement for this
incentive upon filing of an applicauon for training expenses credir, otherwise, the training expense
credit shall be deemed waived.

(2} Double Deducton for Research and Development or Research and Development Credit.
- Expenses incurred for research and development conducted m the Philippines relating to the
business shall entitle the registered export enterprise to a special deduction from taxable income
equivalent to one hundred percent {100%) of the rotal expenses over and above the allowable
ordinary and business deductions for said expenses under the NIRC of 1997, as amended.

The expenses for research and development shall be deductible from taxable income on the
raxable year the said research and development expenses were incurred. The concerned IPA shall
1ssue the corresponding certificate of enntlement for this incentive upon filing of an applicadon for
research and development expenses credit; otherwise, the rescarch and development, expenses credit
shall be deemed warved.

(hi Capital Equipment Incentives. - (1) Importations of capital equipment, including
consignment thereof, by registered export enterprises regardless of location and whether enjoying

the ITH or reduced income tax or the five percent (5%a} tax on GIH shall be e.pc{-.n'lpten;'l tor the extent

of one hundred percent (100%) of the raxes and customs duties: Prodded, That the following
l'.:l:_":lf'tl.:llfl'l]['l?'C arc L"U'l"l'lp]j(.‘"l.; 'H’-"i.[hi
(i) The capital equipment is directly and/or reasonably needed and will be used
exclusively in the registered activity of the export enterprise unless prior approval of the [P
A 15 secured for the part ame utlizaton of said equipment 2 non-registered acovity to
maximize usage thereof or the proportionate taxes and duties are paid on a speafic
equipment and machinery being permanently used for non-registered activities; thev are no
manufactured domestically i sufficient quanary, of comparable quality and ar reasonable
prices; and
(if) The approval of the IP /A was obtained by the registered expaort enterprise for the
unportaton of such machinery, equipment and spare parts. Approval of the [P A must be
secured before any sale, transfer or disposinon of the imported capital equipment is made:
Prowded, That if such sale, transfer or dispositon is made within the first five (5) years from
date of importation, any of the following conditons must be present:
(aa) If made to another enterprise enjoving tax and duty exemption on
imported capital equipment;
{bb) It made to another enterprise, upon payment of any taxes and duties
due on the aet book value of the capital equipment to be sold;
(cc) Exportation of the capital equipment, machinery, spate parts ot soutce
documents or those required for pollution abatement and control; or
(ddy For reasons  of  proven  technical obsolescence.  When  the
aforementoned sale, rransfer or disposition 15 made under any of the conditions
provided for in the foregoing paragraphs other than paragraph (i), the registered
export enterprise shall not pay the taxes and dutics waived from such items: Provided,
Sarther, That if the registered export enterprise sells, transfers or disposes the
aforementioned imported Irems without prior approval within five (5) years from
date of importation, the registered export enterprise and the vendee, transferee or
assignee shall be solidarily liable 10 pay twice the amount of the rax and duty
cxemption given 11: Progided, finally, That even of the sale, transfer or disposiuon of the
capital equipment is approved after five {5) vears from date of importation, the
registered export enterprise is still bable to pay the taxes and duties based on the net
book value of the capital equipment, if it has violated any of its registration terms
and conditions, Otherwise, it shall no longer be subject to the payment of the taxes
and duties waived thereon.
(2} The sale by a domestic manufacturer to a registered export enterprise of machinery and
capital cquipment and raw materials, supplies, parts and semi-finished products, used in the
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fabrication of machinery and capiral equipment used in the registercd activity of the latter shall be
subject to a zero-percent (%) VAT rate.

Lhe registered export enterprise avatling of the mcenuves provided under the immediately
preceding two (2) paragraphs shall be subject to the following: 1) that said capital cquipment will be
used exclusively by the registered exporr enterprise in irs registercd actvity; {11} that the capiral
cquipmnent where the raw matenals, supplics, parts and sems [inished [:IIDC‘EI_LCLS were used would
have gqualified for tax and duty-free importaion; and {in} that the approval of the concerned 11 A 15

abtained by the registered export enterprise, L the registered expore enterprise sells, transfers or
dispeses of the capiral equipment, the provision o the preceding paragraphs for such dispositon
"wl".:-l“ Ei;}l'll.':l..

1 Raw Matemal Incentives. - 'Tmportatons of raw matenals ro exclusively used by a
vegistered export enterprise in the manufaciure, processing or production of s exporr products
shall be exempted from the pavment of customs dures and taxes.

) Tax and Durv-Free Importation of Source Documenrs. The importation of source
documents by le'l - registered export enterprises shall be eligible for tax and dury-free importaton.

k) Zero Percent (0% Rate of VAT on the Sale by o Domeste Enterprise 1o a Reglstered
Fuport Enterprise. - The provisions of law w the contrary notwithstanding, rhe sale by a domesnic
enterprise of goods and/or  services to a registered export enterprise, regardless of the latter's
locanon and whether enjoying the I'TH, the Reduced Income Tax or the hive percent (53%;) tax on
GTE shall be subject to zero percent {U%) VAT rate: Prowdded, That such goods and /or services are
required by registered export enterprise’s activity,

(Il Exempdon from Wharfage Dues and Exporr Tax. - 'The provisions 25 of law to the
contrary notwithstanding, exports by a regstered export enterprise shall be exempted from whartage
dues and export taxes.

(m} Access to Bonded Manufacturing Warehouse, - Registered exporr enterprises located
cutside ceozones or freeports shall have access to the vwnlizadon of bonded warehousing system
requited by the project subject to such guidelines as mav be issued by the Board.

(n} Emplovment of Forelgn Nationals. - Sulject to the provisiens of Secnon 29 of
Commonwealth Aer No, 613, as amended, a regisrered export enterprise mav employ forcign
aatiunals 1 managenal, techmeal or adyvisory postions,

Forelgn natonals under employment conract within the purview of this incentive, their
spouses and unmarried children under twenov-one (217 years of age, who are not excluded by
Section 29 of Commonwealth Act No. 613, as amended, shall be permitted to enter and restde in the
Plulippines during the period of employment of such foreign nanonals,

SEC V8 Tax Treatmenty Otber Dncentives for Regrtored FEnterprives in Bvogones and Fregport Zones. -
In addition 1o the applicable incentives provided vnder the preceding secnon on export incentves,
repistered enterprises locating in the Special Heonomic Zones and Freeport Zones shall be enttled
to the following incentives:

(1) Tax Trearment of Merchandise in Licozones or Freeports. - (1) Except as otherwise
provided 1n this Caode, forern and domestie merchandise, raw  matenals, supplies, articles,
cquipment, machineries, spare parts and wares of every desenpton, except those prohibited by law,
brought uite the ecozones or freeports ta be sold, siored, broken up, repacked, assembled, installed,
sorted, cleaned, graded, or otherwise processed, manufactured, nmuxed with ﬁmrign or domesnc
merchandise whether divectly or mdirectly relared 0 such activity, shall not be subject to customs
and internal revenue laws and repulations nor to local tx ordinances, the provisions of law o the
contrary notwithstanding,

(2) Merchandise purchased’ by a registered enterprise located in the ecozones or freeports
from the costoms territory, and subsequently brought o the ccozones or [reeports, shall be
considered as export sales and exportation thereol shall be entitled to the benefis allowed by law for
such rransacion,

(3) Merchandise sent from the coorones or freeports o the aviton territory shall, whether or
not combined with or made part of other articles likewise of local arigin or manufactured in the
Philippines while in the ecorones or freeporrs, be subject to mnternal revenue and customs laws of
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the Philipmines as domesuc goods sold, ransferred or disposed of for local consumprion. 1t the
tfinished goods have imporred components, the dutes shall be based on the value of said unported
matertals, except when the final product 15 exempt.

(41 Qualified merchandise or aricles manulactured by register ecozone or frecport locators,
which are made wvailalile for sale in the domestc marker shall be imposed the applicable ASEAN
Common Effecove Preferential Tarft (CHPT) rate, of qualified, or applicable tanft rates undoer
avourcd MNaoon (MIFN) rate on

bilateral or regional trade agreements, if qualified, ar Most I°
imported raw materials and MEIN rates on non-quahified raw materiuls used in the manufacure of
the qualified merchandise or articles. In case of hilateral agreements, the applicable rate shall be the
agreed rate,

. (5% Domestic merchandise on which all internal revenue raxes have been pad, 1f subject
thereto, and foreign merchandise previcusly mporred on which dury or tax has heen paid, or which
have been admitted free of dury and tax, may be taken into the ecorzones or frecports from the
customs territory of the Philippines and be brought back thereto free of quoas, duty or rax

(6] Subject 1o such regulations respecung wdenuty and safeguarding of the revenue as the
concerncd 1P A may deem necessary when the idennty of an arucle entered into the ecozones or
freeports under the immediarely preceding paragraph has been lost, such article when remaoved from
the ccozones or freeports and taken to the customs rerntory shall be treared as foreign merchandise
enteting the counery for the first time, under the ProvIsions e the Tartf] and Custerns Code of the
Philippines, as amended.

(7 Arncles produced or manutactured in the ccorones or freeports and exported therefrom
shall, on subsequent importation into the costoms terricory, be subject to the impaorr laws applicable
tox like articles manufacrured 1 a foreign country,

(81 Artieles regulated by law for sale to the domesne marker shall only be allowed 10 be used
ur consumed within the ceozones o1 [teeports,

(91 Unless the contrary 1s shown, merchandise maken our of the ccozones or frecports shall
be considered, for tax purposes, to have been sent to customs terntory. Specal Beonomie Aones
declared by presidential proclamations or created by law may avail of the incenuves provided herein
as conferred by the appropriate [PA subject to such terms and conditons as may be provided by
law.

(b) Tax Treatment of Services in the Iicozones or Freeports. - (1) Sale of service by an entty
from the customs rerritory to a registered ecozone or freeport enterprise or by a registered ecozone
or frecport enterprise to another ecozone or freeport enterprise shall be treated as indirect export,
and hence, shall not be subjected o mremal revenue taxes for such transacuon. (23 Sale or service by
a registered ecorone or freepore enterprise to the customs territory shall be subject to the applicable
internal revenue laws and regulanions.

SEC. 19, Jneentiver for Registered Domestic Fonterpriies. - Registercd domestic enterprises not
engaged m strategic projects under the sectors or mdustries under the [PP including registered
mmicto, sinall and mediem enrerprises (SMEs) as dehined by the appropriare agency, shall be qualified
tor the followmg incenrives to the exrent of thewr registered acivity:

(a) lncome Tax Holidav (I'TH). - Acuvites of a registered domesue enterprise shall be
enttled to four (4) years of ITH from the date of start of 1ts commercial operatons.

The BIR shall require a registered domestic enterprise availing of ITH to secure a cernficare
of ehgibality from the appropriate [P A betore fling an official copy of 25 income mx reruen (TTR)
Thereatter, the registered domeste enterprise shall file its clum with the appropoate [P A tor
validavon. Failure to secure a certification andlor to file the 'TH avallment for validavon by the
appropriate 1P A shall cause the forteiture of the I'T'H
availment for the raxable penod.

(b} Net Operating Loss Carryover (NOLCO), - The net operating loss of the registered
acuvity during the first five (3) vears from start of commercial operation which had not been
previously offser as deduction from gross income shall be carvied over as a deducnon from gross

income for the nexe Ave (5) consccunive axable vears innnediarely Tollowmg the vear of such loss:
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Prowided, bowerer,” That the NOLCO shall be the actual loss without the benefit of the incentives
provided herein.

The BIR shall require a registered domestc enterprise availing of the NOLCO to secure a
certificate of eligibility from'the appropriate IPA before filing an official copy of its ITR with the
appropriate 1P A for validation of the NOLCO claim. Failure to secure a certification andlor to file
the NOLCO availment for validation by the BOI or appropriate IPA shall cause the forfeiture of the
availment for the taxable period.

(c) Accelerated Depreciation. - Accelerated depreciation of plant, machinery and equipment
that are reasonably needed and actually used for the production and transport of goods and services
may be depreciated using a rate not exceeding twice the rate which would have been used had the
annual allowance been computed in accordance with the rules and regulations prescribed by the
Secretary of Finance and the provisions of the NIRC of 1997, as amended.

(d) Double Deduction for Training Expenses or Training Expenses Credit. - Expenses
incurred for local training given to emplovees and training expenses of potential employees for the
development of skills idenufied as necessary by the appropriate government agencies, upon approval
by the concerned IPA, shall entitle the registered domestic enterprise to a special deduction from the
taxable income equivalent to one hundred percent (100%) of the total expenses over and above the
allowable ordinary and necessary business deductions for said expenses under the NIRC of 1997, as
amended.

The same benefit of double deduction shall likewise extend to expenses paid or incurred by
the registered domestic enterprise in its training projects in collaboration with schools and
univetsities accredited by the Department of Educadon (DepEd) or the Commission on Higher
Educanion (CHED). The training expenses incurred shall be deductible from taxable income on the
taxable year the said training expenses were incurred. The concerned IPA shall issue the
corresponding certificate of entitlement for this incentive upon filing of an application for training
expenses credit, otherwise, the training expense credit shall be deemed waived.

(e} Double Deduction for Research and Development or Research and Development Credit.

Expenses incurred for research and development conducted in the Philippines relatng o the
business shall entitle the registered domestic enterprise ro a special deduction from taxable income
equivalent to one hundred percent (100%) of the total expenses over and above the allowable
ordinary and business deductions for said expenses under the NIRC of 1997, as amended.

The expenses for research and development shall be deductible from taxable income on the
taxable year the said research and development expenses were incurred.

The concerned [PA shall issue the corresponding certificate of entitlement for this incentive
upon filing of an application for research and development expenses credit; otherwise, the research
and development expenses credit shall be deemed waived.

(f) VAT and Dury Incentives on [mportations of Capiral Equipment and/or Raw Material. -
Importations of capital equipment and/or raw materials by registered domestic enterprises shall be
subject ro a VAT and customs duty refund mechanism.

In order to facilitate the immediate processing, clearance and release of VAT and customs
duty refunds as provided dn this Act, a trust liability account (TLA) /s hereby authorized to be
established in the Bureau of the Treasury (BTt). All VAT and customs duty payments pertaining to
the importation of registered domestic enterprises of capiral equipment or raw materials shall be
deposited in the TLA for the purpose of funding valid V AT and customs duty refund claims. The
claims for VAT and customs duty refunds shall be made by the registered domestic enterprise to the
DOF which, in turn shall process, approve and release the V A T and customs duty refund.

The VAT and customs duty paid on imported capital equipment may be refunded; Proseded,
That the capital equipment 1s being used by the regisrered domestic enterprise pursuant o irs
registered activity. The amount of VAT and customs duty refund on a particular shipment of raw
matetials shall be equivalent to the proportion of raw materials used in the production to the total
raw materials imported multplied by the amount of VAT and customs duty paid on such
importation. No claim for refund shall be allowed on VAT and customs duty paid on raw materials
which are not or no longer intended to be used in the registered activiey.
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The repistered domestie enterprise shall fle a claun for ¥ AT and customs dure refund
withan two (2) years after the payment was made. All amounts paid bul ne longer allowed [or refund
shall immediately acerue to the genersl fund of the padonal government,

Al '-":'|‘.l='-l_"11:-t:-1‘|~s for VAL and customs duty refund shall be processed and acted upon within
thiery (500 davs after submussion of complete dovemenrs, The refund shall e ina farm of cash or
manager's ‘cashier's check pavable o the registered domesae enterprise,

I case of dispure under the VAT and customs duty refund mechanmsm provided inorhes

BETTHIRIT Provisions of the SNTRC A8 1997 as arended, and the Tarddt and ©ostoms

Coede of the Philippines, as amended, Lappl.

Phe registercd domesue enterprise avadiog of the gbove ncentves shall be subjea o the

foallevwing: (1) that s eapial equiprment will e ssed exclusns rl'- by the l'k';l“ﬂr;'r-:-d Jdismeate

eriterprEe 1 s IL‘;_,J stered acuvityy 2% thar che cipal k.L,|-.IlpI.I’I [ownere the raw marerals, Spp ligs,

mares ard semu finished F]LU(J.L"(_.L'\ were Used wios L|| | lave qua

Lfted for ax and dure-free importataon,
and Shiothac the .’||‘J;JH:'»H] of the concerned [P 15 cbiamned |]:-' g lL”-NlL[Ln:_'. Llﬂmesric SNTCIPrIsE, It
|.Z'I'L' '.'('éil‘*:l.".'l..'l.] L‘l-]'.'l’]L‘":'-l‘JC 'i."l-ll'{‘l'rlti.""\.' .‘:'l"]i"': '.L'.l'l]hj".‘."l?‘: Ll Kll‘:‘])lJEﬁE (14 |]§ 'L: I.|'|. LL||. 'F*I'I'll\ ['1[ I|:'|l; "Il..-'. 15100
ol suhsection {h) of Section 17 of rhis Ace shall apple,

ot Preferenual Access to Fmancing and Avcepable Form of Collaterals. Registered SMEs

froms government fanctal mstmunons at preferenos] rates

slhall be sccorded access ro financing
bl thac '“"li.'l‘iL": Lles
urther, capiral goods acquired from loans secured from povernment lnancaal msnmutons.
shiall b- an acceptable form of collateral for the same loan.
(b Assistance in the Preparation of Project Study, - Regstered SMEs may be provided
assistance in the preparation of project study for purposes of registraion under this Code,

b 200 Twewriees for Damertic "5

3 Fuefertrrien, - AL T A S may administer che r'ullfm-'i.ng{
Hicenves o registered u_If_|1 1eSH0 CNterprses cng ;._u-d i stratugic |~rc:i--~*.~;, ws defined under Section
PS o s Ay u]lulwtl aw g

bie, 1othe exten of their Lgnr\ redd ety

ar Inceme Tax }1E?;LL|§I_- ATHYL - A 1'-::IL_-j..~-lv|ru| demestic -11.1|<.E1c. CREeTprise shall be enotled
tean PVH equivalent to six 003 vears Froms the dare of start ol crnnercid operations, The BIR
sivall regquire o regustered domesoe "stiatepic enterprise '.1*:;131“‘.54 of lhlf_' VI'M e securc a cernfcare of
-_:I-_gﬁ:ﬁﬂ-, from the appropriate 1PA before filiag an official copy of s woeme tay retern (TR
Thergafter, the remstered domesnc "strategle” enierprise shall file s clanm wirch the appropriate [P A
foor waldarion,

Falure ro seeure a cernfication and/or file the ITH avadment for validavon by the
appropriate ITA shall cause the forfeiture of the 1T availlmen For the taxable period,

b} Reduced [ncome Tax. - A J:cgis,[eje-'l Llr'zlnr:i[ic "steateglc” enterprise may be enoded to a
il tax rate of bfteen pereent (1€

1ol mxable meonie as delfined uoder Section 31 of rhe

PIO7 as amended, for a perod of :.".J_L_.;]n (81 vears. 17 the demeste "srracepic’ CNTETPrISe
reststers withun the fiest s1x {00 years fromn the eflecoviny of this A, & may opt o aval of the 1TH
i

prict 1o the reduced income tax: | Fhat the TTH roge 1'|*.:--' witin the reduced mecome tax shall

f fin 2 1-.|(,'|."||:,.lr_| :::1'-'.-1-:JJI (i vears.

¢/ MNet {qultmg [:m L,fm:-

owver (INOLCOL - The per operanng loss of the regstered
actviry dunng the first five

vears from starr of commercial operaton which had not been

previcush offset as deducnon From: gross ingome may be u-ﬂrm:ﬁ. aver as i deducnon from gross
mncome for the aext eght (8) consceutive raxable vears immediately following the year of such loss:

T
PRRRIE

Fhar the WO shall e the zoraz] loss withaout the benefir of the necndves E}r:,ﬂ.-:[iml

The BIR shall require a reatstered domeste "sirategic” enterprise av ailing of the NOLO 1o

stvnre w ceridieate of eligibtiey from the appropriae TRA before filing an official copy of us [TR
with the appropoate [PA for vabdaton of the NOLOO slaime Falure o secure a ceraficasion
vl S .!!-.' the NOOCO avaiiment For validstons b othe BO2 o approprare YA shall cause the
forterure of the avatllment Lo the axable period

! Agcelerated Depreciation. - Accelerared depeecianion of plaat, machinery and eqLpmeT
that are reasonably needed and acrually vsed for the producton and wansport of i?;rx}d&: and services
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may be depreciated using a rate not exceeding twice the rare which would have been used had the
annual allowance been computed m accordance with the provisions of the NIRC of 1997, as
amended and the rules and regulations prescribed by the Secretary of Finance.

(¢) Double Deduction for ']'J:'.Lini]lg Expenses. - Expenses meurred for local training given to
employees and training expenses of potenual employees for the development of skills identified as
necessary by the appropriate government agencies, upon approval by the concerned IPA, may entitle
the registered domestic "strategic” enterprise 1o a special deduction from the rtaxable income
equivalent to one hundred percent {100%) of the total expenses over and above the allowable
ordinary and necessary business deductions for said expenses under the NIRC of 1997, as amended.
The same benefit of double deduction shall likewise extend to expenses paid or incurred by the
registered domestic "strategic” enterprise In its tralning projects in collaboration with schools and
universities accredited by the Department of Educaton {Depld) or the Commission on Higher
Educadon (CHED}. The training expenses incurred shall -be deductible from raxable income on the
taxable vear the said tramning expenses were incurred.

The concerned IPA shall 1ssue the corresponding certificate of enutlement for this incentive
upon filing of an applicanon, otherwise, the training incentive shall be deemed waived.

(f) Double Deduction for Research and Development — Expenses incurred for research and
development conducted in the Philippines relating to the business may endtle the repistered
domestic "strategic” enterprise to a special deduction from raxable income equivalent to one
hundred percent [100%) of the total expenses over and above the allowable ordinary and business
deductons for sald expenses under the NIRC of 1997, as amended. The expenses for tesearch and
development shall be deductible from raxable income e the axable year the said research and
development expenses were meurred.

The concerned [PA shall issue the corresponding certificate of entitlement for this incentve
upon filing of an application, otherwise, the research and development incentive shall be deemed
watved.

(g) VAT and Dury Incenuves on Importations of Capital Equipment and/or Raw Material. -
Importations of capital equipment and/or raw materials by registered domestic "strategic"
enterprises shall be subject to a VAT and customs duty refund mechanism.

Inn order to facilitate the immediate processing, clearance and release of VAT and customs
duty refunds as provided in this Act, a trust liability account (TLA) is hereby authorized to be
established in the Burcau of the Treasury (BTr), All VAT and customs duty payments pertaining to
the importation of registered domestic "strarepic” enterprises of capital equipment or raw materials
shall be deposited i the TLA for the purpose of funding valid VAT and customs duty refund
claims. The claims for VAT and customs duty refunds shall be made by the registered domestic
"x'r]'m':;:gic" enterprise to the DOF which, in turn, shall process, approve and release the V Al and
customs duty refund.

The VAT and customs dury paid on imported capital equipment may be refunded: Prosided,
That the capital equipment is being used by the registered domestic "strategic” enterprise pursuant
to its registered activity. The amount of VAT and customs duty refund on a particular shipment of
raw materials shall be equivalent to the proportion of raw materials used in the production to the
total raw materials imported multiplied by the amount of VAT and customs dury paid on such
mmportation. No claim for refund shall be allowed on VAT and customs duty paid on raw marterials
which are not or no longer intended to be used in the registered activiry.

The registered domestic "strategic” enterprise shall file a claim for VAT and customs duty
refund within two (2) years after the payment was made, All amounts paid but no longer allowed for
refund shall immediately accrue to the general fund of the national government,

All applications for V AT and customs duty refund shall be processed and acted upon within
thirty (30 days after submussion of complete documents. The refund shall be in a form of cash or
manager's/cashier's check payable to the registered domestic "strategic” enterprise.
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In case of dispute under the V' AT and customs duty refund mechanism provided in this
seerlon, the pertinent provisions af the NIRC of 1997, as amended, and the Tarff and Customs
Code of the Philippmes, as amended. shall apply.

The registered domesne ".‘:1:1';-1I'-'.':L_>>'.i"' enterpose avalhing if the above incentives shall be
subject ro the following: (1) that said capial equipment will be used exclusively by the repistered
domestc "strategic” enterptise 10 its registered acuvity; (2] that the capital equipment where the raw
maretials, supplies, parts and semi-finished products were used would have qualified for tax and
dury-free unportation; and (3) that the approval of the concerned 1T 15 obtamned by the registered
domestic "strategic” enterprise. [F the registered domestic "strategic” enterprise sells, transfers or
dispuses of the capual l_'l.'.]L:;.[H]H_‘E'Il. the provision of sulsection (hy of Section 17 of this Act shall
appy.

(hy DEmplovment of Foregn Navonals.  babjece 1o the provisions of Secton 29 of
Comunonweaslth Jvet Noo 613, as amended, a regstered domesne "strategie” enterprise may employ
foreyn nanonals in managerial, techmcal or advisor posinons,

Forclgn natonals under emplovinent contract within the purview of this incentive, their
spouses and unmarred children under twentv-one (21} years of age, who are not excluded by
Secton 29 of Commaonwealth Aot MNes 613 g amended, shall be perrmiceed o enrer and reside in the
Philippines durning the perod of emplovment of such foreign natonals,

SEC. 210 Sweentives for Regastered Domestec Dwterprses in te Tierdy Poorest Provinces or Less Developed
Arear (1LI2Ar) - Registered domesue enterprises located in the thirty (30) poorest provinces as
derermined by the appropriate agency or m LI As as defined hereof are entitled to o twenty (20)-year
cumulative availment of the following incentives:

fr Income Tax Holday (ITH). - Activites of a regstered dotnestic enterprise located n the
thiery (30} poorest provinces or LI As shall be ennzled to six (6] years of [TH from the dare of starn
of its commercial operations.
Reduced Income Tax After Entitlernent 1o [TH or NOLCO. = A registered domestic
enterprise located 1 the 30 poorest provinces or LDAs shall be entded o twelve (12) vears of a
preferenual tax rare of bfteen percent (15%) of taxable income as dehined under Secuon 31 of the
NIRC of 1997, as amended.

ol Ner Operaung Loss Carrvover (NOLOO The ner operating loss of the reglstered

acovity during the first five (5) vears from start of commeraal operation which had not been
previousl offser as deduction from gross ncome shall be carned over as a deducton from gross
income lor the next five (5] consecunive taxable vears wnimediarely Tollowmng the vear of such loss:
FPriowedeed, fepeper, Thar the INOLCC shall be rhe acoeal loss withour the benefic of the incentives
creesacded hierent,

The BIR shall require a registered domestic enterprise avaiding of the NOLCO to secure a
cerbicare of ehgibility from the appropriate (27 before fiing an oihicial copy of s I'TR with the
appropriate 1P A {or validaton of die NOLOCO) clam. Tailure o scoure a certificadon and/or o file
the NOLCO avallment for validagon by the BOU or appropriate 1P A shall cause the forfeiture of
the avarlment for the taxable period.

{d} Accelerated Depreciation. — Accelerated depreciation of plant, machinery and equipment
that are reasonably needed and actually used for the producdon and transport of goods and services
mav be depreciared using a rate not exceeding twice the rate which would have been used had the
annul allowance been computed moaccordance with the roles and regulations prescribed by the
secrelary of Finance and the provisions of the NIRC of 1997, as amended,

(¢} Double Deduction for Traming Expenses or Trainng Lxpenses Credit. - Expenses
meurred for local trainmg given o emplovees and waining expenses of potential employees for the
development of skills idendfied as necessary by the ApPropriate government ageicies, upon approval
by the concerned IT A, shall ennitle the registered domeste enterprise to a special deducuon from
the taxable meome equivalenr 1o one hundred percent (100%) of the woral expenses over and above
the allowable ordinary and necessary business deductions for said expenses under the NIRC of 1997,
as amended.
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The same benefit of double deduction shall likewise extend to expenses paid or incurred by
the registered domestic enterprise in its training projects in collaboration with schools and
unmversities accredited by the Deparrment of Fducaraon {(DepEd) or the Commission on Higher
Educanon (CHEID).

The raining expenses incurred shall be deductible from taxable income on the taxable year
the =aid training expenses were incurred. The concerned 1P A shall issue the corresponding
certificare of entitlement for this incentive upon filing of an application for training expenses credit,
Oiherwise, the training expense credit shall be deemed waived.

(f) Double Deduction for Research and Development or Research and Development Credir,
- Lxpenses incurred for research and development conducted in the Philippines relating to the
business shall entitle the registered domestic enterprise to a special deduction from taxable income
equivalent to one hundred percent (100%) of the total expenses over and above the allowable
ordinary and business deductions for said expenses under the NIRC of 1997, as amended.

The expenses for research and development shall be deductible from taxable income on the
taxable year the said research and development expenses were incurred.

The concerned [PA shall issue the corresponding certificate of entitlement for this incentive
upon filing of an application for research and development expenses credin, otherwise, the research
and development expenses credir shall be deemed waived.

(g} VAT and Duty Incentives on Importations of Capital Equipment and/or Raw Material. -
Importations of capiral equipment and/or raw materials by registered domestic enterprises located
in the thirty (3U) poorest provinces' or LIJAs shall be subject to a VAT and customs duty refund
mechanism. In order to facilitate the immediate processing, clearance and release of VAT and
customs duty refunds as provided in this Act, a trust liability account (TLA) is hereby authorized to
be established in the Bureau of the Treasury (BT1). All VAT and customs dury payments perraining
to the importation of registered domestic enterprises located in the thirty (30) poorest provinces or
LDDAs of capital equipment or raw materials shall be deposited in the TLA for the purpose of
tunding valid ¥ AT and customs duty refund ¢laims, The claims for V AT and customs duty refunds
shall be made by the registered domeste enterprise to the DOF which, in wrn, shall process,
approve and release the VA T and customs dury refund.

The VAT and customs dury paid on unported capital equipment may be refunded: Provided,
That the capital equipment is being used by the registered domestic enterprise pursuant to its
registered activity, The amount of VAT and customs duty refund on a pardcular shipment of raw
materials shall be equivalent to the proportion of raw materials used in the production to the total
raw materials imported muldplied by the amount of VAT and customs duty paid on such
iportation. No claim for refund shall be allowed on VAT and customs du ty paid on raw materials
which are ner or no longer intended to be used in the registered activity, Repistered domestic
enterpiises located in the thirty (30) poorest provinces or LDAs shall file a claim for V AT and
customs duty refund within two (2) years after the payment was made. All amounts paid but no
longer allowed for refund shall immediately accrue to the general fund of the national government.

All applications for VAT and customs duty refund shall be processed and acted upon within
thirty (30) days after submission of complete documents, The refund shall be in a form of cash or
manager's/cashier's check payable 1o the registered domestic enterprise.

In case of dispute under the VA T and customs duty refund mechanism provided in this
section, the pertinent provisions of the NIRC of 1997, as amended, and the Tariff and Customs
Code of the Philippines, as amended, shall apply.

Registered domestic enterprises located in the thirty (30) poorest provinces or LIDAs availing
of the above incentives shall be subject to the following: (1) that said capital equipment will be used
exclusively by the registered domestic enterprise in its registered activity; (2] thar the capital
cquipment where the raw maternals, supplies, parts and semi-fimished products were used would
have qualified for tax and duty-free importation; and (3) that the approval of the concerned IPA is
obtained by the registered domestic enterprise. It the registered domestic enterprise sells, transfers
or disposes of the capital equipment, the provision of subsection (h) of Section 17 of this Act shall
apply.
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SUC. 22 neentives for Private Feosoné Developers. - Privare ecorone developers may avail of the
centives provided heren as conferred by the P1EAA

SEC, 23, Tnventives for Regitered Uinterprvies in Suppiy Cham Citres, - Registered enterprises located
1wt the supply chain cines shall be graared incentives provided under Secnons 17 and 18 hereof. A
registered enterprise under the supply chain city engaged in manufacruring may subcontract a
pn;:;rt'mn of its manufacturing processes to its affiliated enuties outside the Philippines. Moreover, a
registered enterprise mav book sales in the Philippines which sales include others undertaken
partially owside the Philippines by s affiliated entines.

SEC.24 Phase-ont of TTH Incentive. - Upon recommendation of the NEDA Board, the granting
of the I'TH incentive to a registered domestic enterprise shall be terminared by a joint resoluton
passed by the Senare and the House of Representatives: Prwswded, That export, agriculture,
mfrastructure and shipping acuvities, projects located in the thirry (30} poorest provinces or LIDAs
and strategic projects as defined under Section 15 hereof, shall not be covered by the phase-out of
the [TH.

SEC. 250 Nowfisead Incenitves. - Registered enterprises shall be entitled ro the following non-
{iscal mcentives:

(a} Tmme-bound I’rﬂccs:‘;ing ol Rl_'i_]ui]'m nent for i)t:ing Business. — All ﬂpp]_icmjon for
permits, licenses, authorization and other requirements necessary for domng business including
application for renewals thereof shall be acted upon by the government agency concerned within ten
i1y working days from official acceptance thercof, otherwise, the same shall be considered
automatically approved. For this purpose, all government agencies shall be mandared to post in their
respectve offices, the procedural process, documentation requirements and the imposable fees to be
L‘.-:';u.l oo facilitare the }_}rt_]r.‘u:-;r;i]‘:g ol the alj[}lit::muﬂ.

(b} Simplification of Customs and Internal Revenue Procedures. - Customs procedures for
the importation of equipment, spare parts, raw materials and supplies, exports of processed products
by registered enterprises shall be simplified by the BOC.

The BIR shall 5i1‘]1f}1if}-‘ mrernal revenue }n'-’.](:t.dl..u'q.-.-; for the availlment of incentves provided
herem for registered enterprises,

{c) Reduction and Harmonizaton of Documentary Requirements Submitted to Government
.-"..gf_'llcicx. « The Board shall formulate gl.sidf_'ﬁnuﬁ tor the reduction and harmomzation of related
-.|{‘|l:_‘L11‘|'§L‘I‘|TF|!'_‘.' rn;*.L]'llil':-,'rr'n:_tl'nH subymnitted to government age icles,

SEC. 26, Lnttlement to Inpestor's 1iva fy a Foreron National, — A foreign natonal who invests an
amount of ar least USE150,000, either in cash and/or equipment, in a registered enterprise shall be
entted w an Invescor's Visa: Proweded, Thac

(a) He1s at lease eighteen (18) vears of age;

ib) He has not been convicted of a crime invelving moral Llarl‘:émdu;

{t::i He iz not affhicted wath any loathsome, l_];mgtrr_:us or L'.(][”]l'El.gi.{}uE disease; and

{d) He has not been institutionalized for anv mental disorder or disability:

Proweded, further, That as a holder of the Investor's Visa, an alien shall be enttled to reside in
the Philippines while his investment subsists. For this purpose, he should submit an annual report,
i the form duly prescribed for the purpose, to prove that he has maintained his investments i the
country, Should said alien withdraw his investments from the Philippines, then the Investor's Visa
1ssued ro him shall automatically expire.

The minimum amount for investment provided for under this Code shall be made applicable
to visas granted o investors by the BO, the PEZA, the 5BMA, the CDC, the rulC, the PPMC, the
BIPL the CEZA, the ZCSLZA, the PIA, the ASEZA, and other 1PAs that may be created under
the law.

The investment amount hererofore stated shall be subject 1o a per%r:dic review every three (3)
years by the BOL
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SV 27, Ceaperming Incendive Provision for [P-1s - Al existing and futare [PA15 vested with the
power to confer and administer incentives shall offer incentives provided in this Code: Prowided, Thar
the incentives granted under this Code to a registered enterprise shall be applicable to the extent of
the registered ‘AC[i\-‘ii}-‘ Or project,

STIC 28, Redatansbip of 1210 and te BO and Otber Goversmreni Agenes, - 1P As shall maintain
their funcuons as provided for m their respective Charters except to the extent that these have been
modified by the provisions of this Code. For purposes of efficient darabase on investment statstics
and other wvesunent data and informadon, all 1P As are required to submit to the BOL all
imvestment dara and informaton and such other related data semi-annually or as may be ruquir{-d.

CHATPTER 111
EEGISTRATION OF ENTERPE]SES

SEC. 29, Cralfications of a Regitered Enterprise. - To qualify for registration and be entided to
avail of incentves, an applicant must sausfy the following conditions:

(a} He s a cinzen of the Philippines. In case the applicant is a narural person, or in case of a
corporation or partmership or any other association, regardless of nanonality, it must be orgamzed
and/or registered and exaisung under Philippine laws and that 0 must comply with all the
L]unliﬂ-;;;ujuﬁa provided under this Code: Prowided, fowsver, That for purposes of this Code and any law
to the contrary notwithstanding, a natural-born ASHAN citizen or a corporation effectively
controlled by ASEAN citizens, or a corporation organized in any ASEAN country shall be
considered as a Philippine investor: Prowided, fortber, That the investment 1s made in an acuvity where
the Consurution does not specifically require Filipine participation;

(b) The acuvity it will engage in is not within the activities reserved by the Consttution to
Philippine cinzens or corporations owned and contrelled by Philippine cirizens;

{c) It will engage 1n an activity included in the IPP or in an export activity or in an activity
located e supply chain cities, thiry (33) poorest provinees or LD As or in an activity considered as
"strategle project .

(d) 1t will infuse pew investments. For this purpose "new investments” shall mean a new
enterprise infusing new investments and undertaking new activity. However, an enterprise with an
existing operation may be qualified for registranon of 1t will undertake new activiey, Further, an
existing enterprise undertaking the same activity that shall infuse additonal investments of at least
fifty percent (30%) of its present actual investments shall be deemed o be "new nvesuments" bur
only to the extent of such additional mvestments. Purthermore, government assets that will be
privatized shall be deemed "new investments"; and

{¢) 1f the applicant is engaged or proposes to engage in undertakings or activities other than
the registered projects, 1w shall install an accounting system adequate to dentifv the investments,
revenues, costs, and profits or losses of cach registered project undertaken by the enterprise
separately from the agpregate investment, revenues, costs and profits or losses of the whaole
enterprise, or to establish a separate corporanon for each registered project if the 1PAs should so
require to facilitate proper implementanion of this Code,

CHAPITER [V
BASIC RIGHTS AND GUARANTEES OF REGISTERED ENTERPRISES

SEC, 30, Protection of Irvestments - All investors and registered enterprises are entitled to the
Basic rghts and guarantees provided m the Consutunon. Among other rights recognized by the
Coveriument of the Philippines are the followig:

{a} Repatriation of [ovestments. - In the case of foreign investments, the right to repatriate
the entire proceeds of the liquidadon of the investment in the currency in which the investment was
originally made and at the exchange rate prevailing at the tme of repatriation, subject o the
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provisions of Section 74 of Republic Act WNo, 265, otherwise known as the "Central Bank Act”, as
amended.

For investments made pursuant to Executive Order No. 32, series of 1986, enttled
"Directing the Establishment of a Program for the Conversion of Philippine External Debt into
Fquity Investments”, and its implementing rules and regulations, the repatriation of investments
shall be as provided therein.

() Remirtance of Earnings. - In the case of foreign investments, the right to remit earnings
from the investment in the currency in which the investmenr was orginally made and at the
exchange rate prevaling at the wme of reminance, subject to the provisions of Section 74 of
Republic Act No. 265, as amended

For investments made pursvant to Esecutive Order No. 32, series of 19860, and s
implementing rules and regulations, the remittance of earnings shall be as provided therein.

(¢} Foreign Loans and Contracts. - The nght to remit at the prevailing rate at the ume of
remittance such sums as may be necessary to meet the payments of interest and principal on forelgn
loans and foreign obligations arising from technological assistance contracts at the exchange rate
prevailing at the tune of remittance, subject to the provisions of Section 74 of Republic Act No. 265,
as amended.

(d) Freedom from Expropriaton. -, There shall be no expropriation by the government of
the property represented by investments or of the property of the enterprise except for public use,
public interest, lawful purpose, or in the interest of national welfare or defense and upon pavment of
1=l f.'fJ|‘.'I]':l|'.'|-|?=':!.'r.[f}'|-!.

In such cases, forewn mvestors or en terprises shall have the right to renut sums received as
compensation for the expropriated property in the currency in which the investment was otigmnally
made and at the exchange rate at the fime of remittance, subject to the provisions of Section 74 of
RBepublic Act Mo, 265, as ammended.

(e) Requisition of Investment. - There shall be no requisition of the property represented by
the mnvestment or of the property of enterprises, except in the event of war or national CIMErgency
and only for the duraton thereof,

Just compensagon shall be determined and paid either ar the ame of requisition ot
immeditely after cessation of the state of war or national emergency. Payments received as
compensation for the requisitioned property may be remutted in the currency in which the
mvestment was originally made and ar the exchange rate prevailing at the time of remirrance, subject
to the provisions of Section 74 of Republic Act No. 265, as amended.

CHAPTER ¥
ADMINISTRATION OF INCENTIVES

SEC. 3. Application for Regiitration, - Applications shall be filed with an IPA or any other
government othice authorized by the BOI to accept applications, recorded in a registration book and
the date appearing therein and stamped on the application shall be considered the date of official
acceprance. All applications and their supporting documents filed under this Code shall be
confidential and shall nor be disclosed to any person except with the consent of the applicant or
upon an order of a court of competent jurisdiction.

skl 320 No Daowble Registration of Enterprives. - Export or domestic enterprises shall not be
allowed to register their export or domestic activity in more than one {13 IP A. In the event that an
enterprise shall transfer to another IPA, only the remaining unutilized incentives shall be granted to
the enterprise or the transferee, vendee or assignee.

SEC. 33, Citersa for Evalwation of Application. - The following criteria shall be considered in the
evaluation of applications for registration under a preferred area:

() Impact of the project on the overall ECONOIY;

(I} Owverall viability of the project;

(¢} The exrent of emplovment generation;
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{d) The extent to which technological advances are applied and adopted to local conditions;
':l['lll.l
( ¢) Such other crteria as the Board may determine.

SEC. M. Hewmnmrental Protection ard Corporate Social Begpon nlrlity. - Every repistered enterprise

shall prepare a Program for Environmental Protectuon and Corporate Social Responstbilicy (CSR)
covering the pertod for its entidement to fiscal incentives. Such Program shall be undertaken on a
per registraton basis and shall be submitted as an accompanying document to the application for
tegistration to be submitted to the approprare IPA. The eovironmental program shall mclude
activities such as, bur not hmited ro, requiring registered {irms to plant trees. For the CSR actvities,
the registered enterprise shall align such actvides with the prionty programs and projects of the
Mational Anu-Poverty Commussion and other special laws such as Republic Act No. 7942 or the
Phulippine Mimng Act of 1995, as amended and DOLE Energy Reguladon 1-94. The amount spent
for the CSR acnvites shall be reflected in the Notes to the Audited Financial Statements,
SHC. 35, Approval and Registration Progsderes. - The 1PA 1s authorized to adopt roles and
regulations 1o facilitate acuon on applications filed with 1 prescribe cniteria for the evaluauon of
applicatons; devise standard forms for the use of applicants and delegate to the regional offices of
the 1711 the authorty to receive and process applications for enterprises located in their respective
rEgIons.

Applications filed shall be considered avtomatically approved if not acted upon by the [PA
within ten (1)) working davs from official acceptance thereof. Deferment by the IPA shall be
considered as an official acuon:

Provided, howeeer, That the IPA may defer acton (o a specific application not more than twice:
Prowided, finally. That the TPA shall act upon the application within ten (10) working days from
compliance with the cause of the last deferment,

SECL 30, Cerificale of Begtsrration. - A registered enterprise under this Code shall be issued a
Cernficate of Registration under the seal of the TPA and the signature of its Chairman and/or such
other official or officer of the [PA as it may empower and designare for the purpose. The certificate
shall be 1n such form and style as the IPA may determine and shall state, among other matters:

(a) The name of the registered enterprise;

(b} The acovity in which the registered enterprise 13 proposing to engage; and

{¢) The rerms and conditons te be observed by the registered enterprise by virtue of the
registratnon.

SEC. 37 Validety of Registration. - The registration shall be wafd for a period of twenty (20)
vears from the date of start of commercial operation except on certain industries as may be
deterimmed by the Board and those thar are registered with the PEZA

SHC. 38 Dadenszon of Perind of Avedlivent of Ineentives. — The availment period of the incentives
provided herein may be extended by the concerned [PA in fhe event that the registered enterprise
has suffered {)P{.'Tﬁti{_]ﬂﬂl ‘."?J-’i’-"'-’ megesry or losses thar have j.ml‘:ﬂit‘ﬂd the '.."Eal)j]'!l_'}-' of the registered
Fl.{'.|"i"|-"!t‘|:'.

SUC, 39 Aderinistration, Tmpiementation and Munitoring of Incentiver, - The BOL, the PEZA and-

the other [PAs shall be responsible for the adminisiration and implementation of incentives granted
Lhwir respective tegistered enterprises. Phey shall sobmir o the 1000 ther 1'{*.':;1}:_'(:'[!":{‘. Tax
expenditures based on the computed cost i terms of revenue foregone on the tax incentives
granted o their registered enterprises, and other dara related 1o the grant of investment Incentives,
ot quartetly basis and to cover all their registered enterprises including those whose incentives are
provided by investment incentive laws prior to the effectviry of this Act. For proper monitoting, the
2O shall create a single darabase of all incentives provided by all [PAs. The DOT shall moniror
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and review the incentives granted and submir an annual repaort to the President and o the Chairman
of the Committee on Wavs and Means of both Houses of Congress.

TITLE IV
FINAL PROVISIONS

SEC. 40, Mewred Right. - Any provision of law to the cantrary notwithstanding, incentives
pranted to existing registered enterprises pursuant o contracts or agreements entered into with
government mstrumentalitdes/ corporations shall continue 1o be legally hinding 1n accordance with
the terms and conditions stated in their respective contracts or agreements, as provided under

extsting laws,

S 41, Austhority to Retain Funds. - Registered enterprises availing of fiscal incentives, except
those located in the thirty (30) poorest provinces or LDAs, shall be assessed with a maximum fee of
one percent {1%e) of the amount of incentives granted. Said amount shall automnatically accrue to the
Board of [nvestments to be allotred for investment jpromotions activities and other special projects
t achieve the objectives of this Code, subiject o the usual accounting and auditing rules and
procedures,

SUAC 420 Protection of the Ervirosment. - The TP As, in coordination with the appropriate
agencies, shall rake appropriate steps to cnact the proper measures for the protecton of the
environment, and shall coordinate with the Fnvironmental Management Bureau of the Department
of Environment and Narural Resources (EMB-DENR) to avoid undue delay in the 1ssuance of the
required  Environmental Compliance Certificate | ECCY: Provided, bowseer, That applicatons for
environmental clearances, permits, and/or licenses of registered enterprises shall be acted upon by
the appropriate government agency within thivty (30) davs from date of official acceptance. In the
event that the appropriate government agency falled to act within the aforementioned date, the
application for the said environmental requirement shall be deemed complied with for purposes of
operation of the registered activiry.

SEC A3, Appeals. - All orders or decisions of the BOI or the IPA in cases mnvolving the
provisions of this Code shall immediately be executory. No appeal from the order or decision of the
BOT or the IP A by the parey adversely affected shall stay such order or decision, unless a supersedear
bond equivalent to the amount stated in the order or decision is posted by the appellant.

All appeals involving cases decided by the BOT or the [PA, except as provided in the next
succeeding paragraph, shall be filed with the Court of Appeals within fifteen (15) days from receipt
of notice of the order or decision or of the depial of the appelfant’s motion for new tial or
reconsiderstion. Within the same period, the aggrieved party may file a motion for reinvestigation or
reconsideration. Only orie (1) motion for reconsideration shall be allowed, subject to the posting of
the aforementioned superedvas bond which shall be limited to cash and/or surety bond from a BOI-
accredited bonding company.

In cases involving the denial of an application for registration, the party adversely affected by
such demal may appeal the same to the Office of the President within thirry (30) days from receipt
ot nonce of the order denying the application for registradon. Where an appeal has been filed, said
order or decision shall be final and executory mnety (9U) days after the perfection of the appeal,

unless reversed.

SEC. 44, Suspension- and Forfesture of Incentiver of Regissered Entenprises, Refund and Penalties. -
When there s probable cause to believe that the registered enterprise has violated its registration
termms and conditions, the BOIL or the [P A may suspend irs availlment of incentives, until proven
otherwise. The BOI or the IPA may impose fines and penalties and/or forfeit the incentives granted
te s registered enterprises whenever there are violations of the registration terms and conditions by
the latter, without prejudice to the cancellauon of the registration of said enterprise.
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In case of cancellation of the Certlicate of Registrauon granted under this Code, the BOL ar
the IPA may, i approprate cases, require the retund of incenuves avalled of and unpose
corresponding fines and penalties. Aoy enterprise which violates anv provision of this Code, s
unplemenuny rules and regulasions, the erms and condions of ity regtstraton, or of any lawful

dircetree of the BOD or the 17A, shall be subject woa Bne norono oexceed One million pesos
(PLOGOGG0.00, without prejudice 1o the disspproval ol s appleatoen for rceplstraton o
cancellation of its repstraton: Proveded, That any willbal commuission of fraudulent misrepresentation
v it applicaton for registranon or subrission of reports or gross violaton of this Code and us
implementing rules and regulations, a fine of at least One million pesos (P1LO00,000.007 but not o
cxeecd Ten nullion pesos (PLOOOG000% shall be imposed, 1 addinon to other penalties thar may be
anposed b the BOT ar che TPA.

Lhe THAs shall prepare a schedule ol tines and penalues o be imposed on ernng regstered
enrerprises depending on the violaton mcnrred, which may be reduced in exceptional cases.

Responsible othicers of such enterprises, ncluding duly appomted external consultants
agents who knowingly commit, aid or abet the compussion of any of the acts mentoned above, shall
be subject to a fine of not less than One hundred thousand pesos (PLOGO00.00} but not more than
Three hundred thousand [PESOS (PADO 000 withou }‘.-L'E}L]Lhr.'t' 8] 1.11:~:n;|u'fllii_n"fltim‘-. {from apgmaring
ot doing business with the BOM oeany 1PA

Government officers and employees who parnapate directly or indireetly in the commussion
of the foregoing acrs shall bkewise be Tnble tooa hne of not less than One hundred thousand pesos
P RO 000000 bur not more than Three hundred thousand pesas (P300,000.001, 1n additon to any
crimirsl and administrative penaloes imposable under the Civl Service Law, Revised, Penal Code,
Bepublic Aot No. 3019, orherwise known as the "Ann-Gratr And Corrupr Practices Aet”, Republic
Ve Moo 6713, otherwise known as the "Code OF Conducr And Tithical Srandards For Public
Officials", and other applicable bas. 10 the oftender s a doren national, 0 addinen o the
imposable fines and penaloes above, the foregomg acrs shall be grounds for his summary
deportanon.

SEC. 450 Dispasition of Savings from the Tmplementation of thiv At - The total amount of savings
o be generated from the implementation of this Act shall be allocared annually and vsed exclusively
for the provision of scholarships vnder the CHED. Such allocations shall be sepregated as separare
trust funds by the Nanonal Treasury and shall be over and above the annual appropriagons for
siomlar purposes. The carmarking provided under this provision shall be observed For ren (10} vears
starting from the effecivity of this Act

SEC. 40, lmpivmenting Banes and Regulativns (IRR). - The 10T, the 1DOF, the NEDA, the DBM,
the BO, the PEZA, other [PAs and other concerned government agencies, shall promulgate rules
and regulanens o umplement the mtent and provisions of this Code within one hundred pwenty
200 davs from the effectvity of this Code, Such rules and repulatons shall rake effect fifreen (15)

days following its publicanion i a newspaper of general circelation in the Phibppimnes.

SEC. 47, Transetory Pravisien. - The ncentves under Sectton 17 of this Act shall be applicable
o existing BOl-registered export enterprses, particularly the rax and duee-free umportation ixf
couipnent and raw rterials bvthe sawd BO registered CRPOIT L'!l[[t:']‘.ll'ist'ﬁ. Unul the IRR of this Act

take effect, the presene rules and regulanons under the old investments laws shall apply 1o the extent

that they are not inconsistent with the provisions of this Act

SEC. 48, Separalility Clawse, - The provisions of this Code are hereby declared o be separable
amd, mn the event any of such ]'.ul'w'-'i:iim‘lzx' 15 declared Li[]L‘L:r]SIitL:[jmm]: the other ])1'(3‘.'5.%&1'}11.% which are
not allecied thereby, shall reman m force and effcer

SNG4 Repealng Clawse. The t"-:J'.'lr_m'ijlg provisions are hereby repealed:
{a) Title 1, Chapter I, Arucle 32{1)(B); Tide 111, Ardicle 39(a), (bi,id), {e), {g), (@), 0}, (), (1),
‘mioand oy hicde TV, Agmcle AUy and (b Book QL ';.'h;a;:-wr 1, Artcles O and 62; Book L1,



e d [ e

e )

o

-

Chapter L, Arucles G304, G500 and 67 Book IV, Aracles -:’l":' and 705 and Book vi, Article 77 of

Fosecutve Order ™o, 226, sertes of TYE7, othersse koown as " The {}mmIJLm Investmenrs Code of
1987,

b Secnon 24 of Repubhc Act Neo 7916, otherwise known as "An Aot Providing for the
Lepal Framework and Mechamsms for the Creation, ':_)E‘.--'. Fation, Adidnistracon and Coordination of
special Feonomie Zones the Philippines, Crearing for the Purpose the Philippine Economic Zone
Muthany (PEAAL and tor other Purposes (Special B ‘conomic Aone Ao of 199577

() Secaon 1701, (25 3, ._-'r:;_ (5, 00, (7, 8 and Secuon 18 {a), (b and {¢) of Presidenual
Decree No. 66, otherwise known as “Creans 1§ ﬂn Faport Processing Zone Aathonry and Revising
RHepublic Acr Mo, 54907,

i) Fourth paragraph of Presidental Decree Noo 529 (restared by FIRE Resolunon 19-87),
otherwize known as "Granung o Perroleum Exploradon Concessionatres under the Perroleum Aot
of 1949 |-.x{‘n'|]‘.|$u~.-n Tronm Casrorms [.J'-lL_-.' and { Zul?];ﬂ'|1:~'.’l;ir1g_ [ o ln'.-['.--:mr1'fl'.'.ur‘|:~' of Mlachinery and
Lgapmient, Spare Pares and Marenals Required for Ther Exploraion Operadons'™;

(1 Sections 2, 9 and the second sentence ol the frst paragraph and second paragraph of
section 10 of Presidennal Decree Noo 338, otheewise known as "Creaung and Dsablishing the
PHIVILEC Industmal Authoore and Making s Subsidiary Ageney of the Philippine Veterans
Investment Development Corporanion Debining s Powers, Functions and Responstbiliues, and for
Cther Purposes”;

(t) Section 36(e) and {f) (1} and {2) of Presidenual Decree No. 703, otherwise known as the
"Revised Foresny Code”

(@) Section 16{a}, (), {d), (&) and Section 17 of Republic Act No. 7844, otherwise known as
"An Ao 1o Develop Exports as a Key Towards the Achievement of the National Goals Towards
the Year 2000 [Fxpore Development Act of 19949

(b Chapter XV, Section 83 Chaprer XV, Secuons 90, 91, 92, 93{a) 2 and (b} of Republic
Aot No. 7492, otherwise known as the "Philippine Mimng 3 Act of 1995™;

a1 Secuen 9 of R'-'!;’JLIE‘J“-:.Z Aot MNoo 24790 adherwase known as the "Downstream Ol
Deregulation At of 1998"

JiChaprer 11, Arucle I Secdon 35(h}, (¢) and {d} of Republic Act MNo. 8550, otherwise
known as "The Philippine Fisheries Code of 1998"

(k) Secuun 5 of Proclamanon No. 216, atherwise known as "Creaung and Designatng the
Aren Covered by the Former Wallace Arr Stanion and Contiguous Areas in Poro Point as the Poro
Pomnt Special FEeonomic and Preepornt Zone and Transferring Lands 1o the Bases Coaversion
Drevelopment Authorry pursuant to Repubhic dor No ERRN

I Seenon 6 of Proctmaties Ne, 984 oherwise known as "Crea g and Designanng the
slunicipaliny of Aoreng, Provinee of Baan, mcluding the Avea of Philippine Refugee Processing
Center Complex (PRPCC) as the Morong Special Economic Zone pursuant o Republic Act No.
227 and rransferring the land compnsing the PRPCC o the Bases Conversion Development
Authoriry (BCDAYY

(m) Secuon 1 and Section 2{(a) and (b) and Secnon 6 of Dxecutive Order No. 528, series of
2006, Amending Executve Order Ne. ?:-l‘ series of 2004, "Reducing the Rares of Dury on Capital
Lguipment, Spare Parts and Accessovies Imported by BOl-registered new and Expanding
|".[‘|I|_'1']'.|:'1:~:|_':-;”;

m Secton 4el of Republic Act No. 7903, otherwize known as "Zamboanga City Special
eonomic Aone Act of 1995,

seetons b of ';\l.'i‘-'.ih'.:.r Ao Noe 92T otherwise known as the "Cagayan Specal

beonomic Some Act of 1995™

g Bection 12(1) of Republic Aet No. 7227 atherwise known as the "Bases Converston and
l'}m'vlf.1|'.u1|ur‘1| Aot ol 19492",

| section [ (bl Sections 3, 0 and 7ot Republic Ace Mo, P30, otherwise known as, "An Act

‘u*mm_‘lnsg Republic "acr M, 7227, as Amended, Oitherwise Known as the Bases Conversion and
Development Act of 1992, and for Other Purposes™; and

ir) sectuon 1 of Execunve Order No.o 619, otherwise known as "Creadng and Lesignatng
Speclal Heonomie Zones Pursuant to Republic Act No. 7916, as Amended by Republic Act No,
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#7a4, i Relavon to Republic Act Noo 7227, as Amended by Republic Act No. 94400, Inside the
Clark Freeport Zone”.

All other laws, acts, decrees, orders and ssuances or provisions thereof inconsistent with any
of the provisions of this Actare hereby repealed or modified accordingly.

SEC. 50, Yamgoar Clasre. - (a) The provisions of this Act to the contrary notwithstanding, the
following laws, decrees and orders shall continue to have full force and effect: (1) Book VI, Aracle
TH aof Fxeontive Order Mo, 220, series of 1957, otherwise known as "The Omnibus Investnents
Code of 1987"; {2) Section 18(f} of Presidential Decree No. 60, otherwise known as "(f]ju:ating the
Export Processing Zone Authority and Revising Republic Act No, 5490" {3) Section 23 of Republic
Act No. 7916, otherwise known as "An Act Providing for the Legal ramework and Mechanisms for
the Creation, Operatdon, Adoonisteanon and Coordimation of Speaal Peonomie Zones in the
Philippines, Creating tor the Purpose the Philippuie Heonomue Zone Authonty (PEZA), and tfor
other Purposes (Special Economic Zone Act of 1995)7; and (4) Section 1 of Republic Act No. 9281
entitled, "An Act to Strengthen Agriculture and Fisheries Modernization in the Philippines by
Extending the Effectiviny of Tax Incentives and its Mandated Funding Support, Amending for this
Purpose Sections 109 and 112 of Republic Act Mo, 8435

(&) The provisions of this Act and Republic Act No. 9337 to the contrary notwithstanding,
the following laws, decrees and orders shall contnue to have full force and effect: (1) Section 10(1)
to (6) of Republic Act No, 7156, otherwise known as "An Act Grantng Incentives to Mini-Hydro
Blectric Power Developers and for ather Purpeses (Mini-Hydroelectric Incentive Act)"; (2) Sections
10, 16(a), (&) and {c) and Secton 17(a) ro (¢) of Presidential Decree No. 972, as amended by
Presidential Decree Nao 1174, otherwise known as "Promulgating an Act 1o Promote an Accelerated
lixploratan,; Development, Exploitation, Production and Ultlizaton of Coal", (3) Section 12 of
Presidenual Decree No. 87, otherwise known as "An Act to Promote the Discovery and Production
of Indigenous Petroleum, and Appropriating Funds Therefor™; (4) Secuon 4{a) and {d) of
Presidential Decree Noo 1442, as restored by FIRE Resolution 19-87, otherwise known as "An Act
to Promote the Fxploraton and Development of  Geothermal Resources”; and (5) Chaprer I1,
Section 4{A), (B), (C) and (13); and Chapter V11T, Secton 19{A}, (B) and (C} of Republic Act No.
9295, Endtled "An Act Promoting the Development of Philippine Domestic Shipping, Shipbuilding,
Ship repair and Ship Breaking, Ordaining Reforms in Government Policies Towards Shipping in the
Philippines and for other Purposes™ Prosided, That grantees or operators under their respective laws,
decrees and orders shall have the option to avall of the incentives provided under this Act.

SEC. 51, Effectivity. - This Act shall take effect fifteen {13} days following its publication in
the Ufficial Gagette or in a newspaper of peneral circulaton, whichever is carlier.

Approved,



