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Submirted bﬁ the Conunittees on Ways and Means and Trade and Tndustry on

14 JUL 20

o 4935
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Yap, Glorla Macapagal-Amroyo, Foliciano Belmonte, Jr. and Neptali
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My, Speaker:

The Commitiees on Ways and Means and Trade and {ndistry to which were referred
House Bill No. 938, introduced by Representative Susan & Yap, éntitled:

“THE INVESTMENTS AND INCENTIVES CODE OF THE
PHILIPPINES ™

House Bill No. 3162, introduced by Represemative (doria Macapagal-Arroyo,
entitled: -

AN ALT RATIONALZING THE GRANT AND
. ADMINISTRATION  OF  FISCAL  AND  NON-FISCAL
INCENTIVES, AND FOR OTHIER PURPOSES”

House Bill No. 4152, introduced by Representatives Feliciano Belmonte, Jr. and
MNeptall M. Gonzales 1) entitled:

"AN  ACT RATIONALIZING THE  GRANT  AND
ADMINISTRATION OF FISCAL INCENTIVES FOR THE
PROMOTION OF INVESTMENTS AND GROWTH, AND FOR
OTHER PURPOSES” and,

House Bill No. 4402, introdnced by Representative Albert 8. Garcia entitled:

1




"AN ACT CREATING THE INVESTMENTS AND INCENTIVES
CODE OF THE PHILIFPINES,™

have considered the same and recommend that the attached House Bill No.
q935 , entitled:

CTHE INYVESTR ENTS AND INCENTIVES CODE OF THE
PHY PP INES,”

be approved o substitution of House Bill Nos. 938 3162, 4152 and 4402, with
Represeriatives Susan A, Yap, Glona Macapagal- Arroyo, Feliciano Belmome, Jr.
Nepiali M. Gonzales II, Albert 8 (arcia, Hermilando I Mandanas, Tomas V.
Apacible and Rufus B. Rodrguez, as authors thereof

Respectfully submitted,

THE HONORARL £ SPEAKTR
HOUSE OF REVPEESENTATIVES
QUEZDON CITY
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Repubtic of the Philippines
House of Representatives
Quezon City, Metro Manila

Fifteenth Congress
First Regular Session

HOUSE BLEL NG, 4935

{ In substitunon of House Bill Nos. 935, 3162 4152 and 4402)

Inmroduced by Representatives Susan A Yap, Glona Macapagal- Arroyo. Feliciano Belmonte, Jr.,
Meprali M. Gomnzales 11, Alhert 5. Gurcia, Hermilando T Mandanas, Tomas V. Apacible and
Kufis B. Reodriguez

THE INVESTMENTS AND INCENTIVES CODE OF THE PHILIFPINES

Be it enacted by the Senaie wid the House of Represemtatives of the Philippices in Uongress
assembled:

PRELIMINARY TITLE
CHAFTER]

TITLE AND DECLARATION OF POLICY

SECTIHOMN 1. Titde. - T'tns Act shall be known as "The Investments and lnceatives Code
of the Philippines”.

SEC. 2. Declaration of lmvestment Policies. - The national economy shall be developed
50 4% 10 enhance s competiiiveness 1n the giobal economy through investiment promoticn and
industrial development activities geared towards employment generation and countnowide
development. Accordingly, the following are the declared peolicies of the State:
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The State shall pursue a market-responsive investment reping;

The 5tate shall formulate industny and secroral development programs;

The State shall underiake investmenr promaotion aciivilies;

The Siate shai! grant incennives that are simple to administer, time-bound and
pertormance-based; and

e, The 5State recognizes that industrial peace is essential 1o attracling mnvesiments.

Brn o

CHAPIER I

ORGANIZATION AND FUNCTIGNS OF THE BOARD OF INVESTMENTS

SEC. 3. fhe Board of invessments fBOL - The Board of Investments heremnafter referred
to as the “BOL” shall implement the provisions of this Acr except as otherwise provided Lherein

SEC. 4. Relationship of hinvestment Promotion Agencies (TPAs) with the BOS und {ther
Crovermment Agencies. - TPAs shal)l maimain theur functions as provided for in their respective
Charers except 1o the extent modified by the provisions of this Act.

For purposes of maintaimng an efficient databasc on investnieni statistics and other
mvestment data and information, all IPAs shall be required to submit to the BO all investmen
data and information and such other refuted data semi-annualiy or as ofien a3 may be required.

SEC 5. Gonveriing Frovision for (P4s. All existing and future IPAs vested with the
power 1o cenfer and administer incentives shall offer the incentives provided i this Act:
FProvided, bowever, That 1PAs that are noi covered by this Act may opi to administer the
incentives hersunder, Provided, further, That there shall be no double availment of incentives.

SEC 6. Composition of the BO{ Board of Uovernors. — 'The BOI Board of Governors,
hereinafier referred 10 as the “Board”, shall be composed of nine {9) governars: the Secretary of
the Department of Trade and Lodustry (DT, the Secretary of the Deparnment of Finance (DOF),
the Durector General of the National Economuc and Development Authority {NEDA), the DTI
Undersecretary for [nvestments and Indusiry Group (TIG), the DTl Undersecretary for
International Trade Group (ITG), the 1371 Undersecretary for Regional Operations Group {ROG}
and tiree (3 ) representatives from the private secior. The Secretary of the 1T shall concurrently
be the Chairperson of the BOI and the D11 Undersecretary for Investments and Industry Group
shall be the concurrent Vice Chairperson and Managing Governor of the BOL. The three (3)
representalives trom the private sector shall be appointed by the President for a term not
exceeding two (2} years: Provided, That a governor may be reappoinied: Provided furiher, That
a governor shall serve as such until the successor shall bave been appointed and qualified.

The Managing Governor of the BOI shail be assisted by four (4) career depury managing
governors with the rank of Assistamt Secretary, who shall be appointed by the Board. upon the
recommendation of the Managing Governor.

|



SLEC. 7. Qualificarions of the BOT Bourd of Genernors. - The governors of the BOT shall
be citizens of the Philippines. af least thiniy-five {35} years old, with proven probity and integrny,
of good moral character and of recognized competence in law, economcs, business, marketing,
advertising, management of its equivalent

SEC. 8 Pouwers amd Functions of the Board — The Board shall be responsible for
industry development, poltcy formulation, investment promotion, and investment factlnation. it
shall hold meetings at ieast once a week for the conduct of business or as often as may be
necessary upon the wstance of the Chairperson or 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 suall consttute a quorum and the afirmanive vote of five (5) members in a meeting
validly held shall be necessary to exercise its powers and perform its tunchons winch shall
inchude the following:

a. Formulate an evolving National Framework for Investment Promations (NF1P) and
promulgate s rules, regulations and policies that will govern ail investments
Promotion Agencies {IPAs),

b. Formulate an evolving National Framework for Industrial Development (NFLD) and
promulgate its rules, regulations and pohicies in consultation with the private sector.
The NFID shall identify key emerging markets or industrics that will substaniialty
enhance the competitiveness ot the country, which include among others, research
and development, agncultural technology, biomedical devices and systems,
renewable energy, logistics and information communications and technologies.

¢. Promulgaie rules, repulations and policies on the admimistration of incentives which
the [PAs are mandated to implement,

d. Plan and implement industrial programs 10 hasten economic development including
those relating to the implementation of international trade, investment and industry-
related environmental agreements and protocols;

e. Determine the criteria for the grant of subsidy on utilities to certain sectors andfor
industries and recommend to the President the approval thereof, this shail be carried
out and be appropnated in the annual general appropriations or such other sources as
may be identified;

t.  Prepare the Tnvestments Priorities Plan (1PP) in accordance with Title TTE, Chapter [ of
this Act:

2. Formulate ratienalization programs for certain industries whose operation may result
m dislocation, oversupply or inefficient use of resources that mnpedes economic
growth. In the interest of national development and upon approval ol the President,
the Board may restnct, enher wotally or parially, the imporiation or exportation of any
equipinent, raw matenals, intermediate goods or finished goads:

n. Formulate and negotiate positions for bilateral, multilateral and regional investmenis
and wnvestment-related trade agreements and/or arraigements;

-
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Establish the Investment Promotion Actwon Center (1-PALC),

Establish and operate regional invesiment centers in the Philippines, and esiabhsh and
operate overseas investment offices;

Extend assistance to micro and small enterprises in the preparation ol [easibility and
other pre-investment project studies;

Process and approve, deny, suspend, revoke applicabions tor registranion, imposing
terms and conditions as 1t may deem necessary to promote the purposes of this Act,
including the refund and forfeiture of incentives when appropnate, restricting
availment of incennves not needed by ihe project as delermined by the Board,
requiring performance bonds trom BOl-aceredited bonding companies, and payment
of application, registration, publication and oiher fees, when warranted;

Recommend (o the President the suspension of the nationalhity requirement provided
for in this Act 1n appropriate cases such as those involving bilateral, multilateral, or
regional investments, or other wrading agreements of the Philippines with other
countnigs, or when the existing laws of another country where the investor comes
from provides no nationahty resinciions for Filiping investors or provides for
reciprocal nationality accommodations;

In mertonous cases, wanve, condong of reduce fines or penalties imposed on
registered enterprises: Prowvicdedd That in case of reduction, the minimum compromise
rate shail not be less than 40 % of the basic assessed fines or penalties;

Enter nto agreements with other asepcies for the simplification of syvsiems and
procedures involved i the promouon of invesiments, operaiion of zones and
registered enterprises, and other activities necessary tor the effective implementation
of this Act;

Exercise general superision owver the ecozones and freeports according to the
prnciples and provisions sei forth in this Act;

Establish domestic indusirial zones 1o be approved by the President,

Set the general pelicies on the establishment and oporations of domestc industrial
zones and deterrmine the qualifications. responsibilities and functions of the
Administrator of such domesiic indusirial zones;

Coordinate with local government units and exercise general supervision over the
development plans, activities and aperations of domestic industnal zones,

Set the policies on the establishmem of utilities, other services, and infrastructure in
the domesnc industrial zones such as  heat, hght, power, water sopply.
telecommunications, transport, tofl roads and bridges, port services, and others and to
fix just, reasonable and competitive rates, charges, and fees therefor: Provided, That
the approprnale government regulalory agencies shall regulate the operation and

4
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maimenance of utilities, such as heat, light, power, water supply, felecommunications,
transpoit, toll reads and bridges, porl services, and others based inside the domesnc
industriai zones insotar as such services are rendered outside the domestic mdustral
20025,

Approve the consiruction, acquisinon, ownership, and lease through coentract,
franchise, hcense, bulk purchase from the private sector and build-operale-transfer
scheme or jomt venture, or such other scheme as may be determined, adequale
facilities and infrastructure, such as hght and power systems, water supply and
distribution systems, telecommumcanons and transportation, buildings, structures,
warchouses, roads, bridges, pons and other facilities for the operation and
development of the domestic indusinial zones;

Cather, consolidate and monitor mceatives data and information from all IPAs and
other concerned government agencies for submission to the President and Congress,

Monitor the implementation of Regional Operating Headguarters, Retail Trade Law.
Long-Term Lease and other laws as mandated;

Cancel repistration or suspend the avaiiment of incentives of a registered enterprise
andfor require the refund of incentives, including interests and mometary penalties.
when warranted;

Mediate controversies and/or disputes involving investors,

After due heaning, decide controversies that may arise between BOl-registered
enlerprises arising from the implementation of this Act. The Board shall have the
power to subpocna witnesses, administer paths, and compel the production of books,
papers and other evidence, and to cite for contempt any person or organization that
fails to comply with the aforestated processes: Provided, That the Board may grant
immunity from prosecution to any person whose testimony or possession of relevant
ducuments and other evidence 1s necessary to the casc: Provided, jfurther, That a
registered enterprise may file a motion for reconsiderstion of a decision or final order
within fifteen (15} days from notice thereof, with proof of service on the partes
affected. No second motion for reconsideration of a decision or firal order by the
same party shail be entertained;

. lmplement the investmem projects covered by bilateral, multilateral, and regional

agreemenis subject to rules and gurdelines to be formulated by the Board;

Determine the organizational situcture of the BO1; and

. Exercise all the powers necessary or incidental 1o attain the purposes of this Act and

other laws vesting additional functions on the Board.

A
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SEC. 9. Powers amnd Dhitfies of the Managing Governor. — The Managing Governor shali
have the following powers and dunes:

a. Preside over the meetings of the Board in the absence of the Chairperson;

b. Prepare the Agenda for the meetings of the Board and submit for s consideration and
approval the policies and measures which the Chairperson deems necessary and
proper to camy out the provisions of this Act;

¢. Recommend to the Board such policies and measures may be deemed necessary to
carry out the objectives of tus Act,

d. 5it as member of the Board of all IPAs covered under this Code;

e.  Assist registered enterpnses and prospective investors to have their papers processed
with dispaich by all government offices, agencies, instrumentalilies and financial
mstiutions;

f. Act as laison 1o investors, government, afliliated orgsnizations and other
stakeholders:

Coordinate the policies, plans and programs of the BOL  As such, 1o exercise overall
supervision and general direction on the operations and affairs of the BOT;

ya

h. Perform the other dubies of the Chairperson in the absence of the latter, and such other
duties as may be assigned by the Board of Governors; and

1. Generally, exercise such other powers and perform such other duties as may be
directed by the Board irom time 10 fime.

SEC. 10. The Investment Promoiion Action Cenrer (i-PAC). — There is hereby created an
-PAC at the BOI that shall serve as the Liak te all government agencics 1o facililate entry,
retenttor, axpansion and diversification of investrnents. The 133OI shall serve as the Coordinator
of the i-PAC.

The i-PAC shall be composed of all government agencies involved in the establishment
of the operation of business enterprises inctuding, bur not limited to, all IPAs, the Securities and
Exchange Commussion (SEC), the Bureau of larernal Revenue (BIR), the Bureau of Customs
{BOL), the Bureau of Immuigration {iil), the Depariment of Trade and Industrv {DT1), the
Departinent of the Intenior and Local Government (DILG), the Department of Agriculture (DA),
the Department pf Epvironment and Natural Resources (DENR), the Department of Labor and
Employment (IXOLE}, the Department of Foreign Affairs {DFA), the Department of Energy
(DOEY}, the Department of Public Works and Highways (DPWH), the Department of Agrarian
Reform {EYAR} and such other agencies as may be determined by the Board. The government
agencies involved shall designate represemtatives to the i-PAC authorized o act and
approve/deny any malier relative to their respective agencies.
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SEC. 11. Powers euad Functions of the i-PAC. - The i-PAC shall exercise and periorm the
following powers and functions:

a.

t

Provide advice, guidance, information and procedure on various laws, rules and
regulations goveming investments and the conduct of business in the Philippines;

Ensure that all investment-related requirements are acied upon within ten (10}
working days,

Recommend the sireamlining of existing procedures to ensure that all frontline
agencies, dealing with the operation of busimess enterprises, shall perform their fasks
for idennified transactions between the government and the enterpnises;

Establish an on-line investment facilitation system,

Act, n coordination with approprale government oftices or agencies, such as the
Difice of the Ombudsman and the Civil Service Comoussion {CSC), on complainis
filed by any investor or potential invester against any public official or emplayee or
any coffice, agency or instrumentality, inciuding local government units (EGUIs) and
officials, as well as any government-owned and -controlled corporation (GOCC), m
cennection with any act or duty required by law to facilitate the entry of local and
foreign investments; and

Perform other functions as may be directed by the Board.

SEC. 12. Honoraria and Affowances. -- The Board shall provide tor reasonable honorana
and aflowances for the i-PAC members and ther personnel.

CHAPTERIIT

ESTABLISBMENT OF DOMESTIC INDUSTRIAL ZONES

SEC 13. Criterig for the Establishmeni of Domestic Industricl Zomes. — The
establishment of domestic industrial zones must conform to the following critena:

d.

The proposed area must be identified as a regional growth center in the Medium-
Term Phitippine Development Plan or by Lhe Regional Development Council;

The existence of required infrasiructure 1 the proposed domestc industrial zoaes,
such as roads, rallways, telephones, ports, airperts, and the suitability and capacity of
the proposed sit¢ to absorb such improvements;

The availability of water source and elecme power supply for use of the domestic
mdustnial zones;
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The extent of vacant lands available for industrial and commercial development and
future expansion of the domesiic industnal zones as well as of lands adjacent 1o the
domestic industrial zomes available for development of residenual areas for the
domestic industrial zones wortkers;

The availability of skilled, semi-skilled and non-skilled trainable labor force i and
arpund the domestic industrial zones;

The area must have a significant incremental advantage over the exisling economic
zones and its potential profitability can be established; :

The area must be strategicaily located; and

The area must be sitnated where controls can easily be established to curtal
smuggling activities. '

Cther areas which do not meet the foregoing crieria may be esiablished as domestic
industrial estates. Frovided, That the area shail be developed only through local povernment
and/or private sector mitiative ynder any of the schemes allowed in Republic Act No. 6957 o
the Buoild-Operate-Transfer Law, and without any financial exposure on the part of the naiional
govermnent: Provided, further, Thai the area can be easily secured to curtal smuggling
activities: Provided, finally, That after five (5) years the area must have attained a substantial

. degree of development, the indicators of which shail be formulated by the Board.

THILE H

DEFINITION OF TERMS

SEC. 14, Defnition of Terms. — As vsed herein, the following shall mean:

a.

b.

<.

B or the Board shall refer to the Board of Investmenis created under thos Act.

Invesimenms Promotion Agencies (IPAs) shail include the BOI the Philippine
Econormc Zone Authonty {PEZA), the Bases Conversion Development Awuthonty
(BCDA), the Subic Bay Metropolitan Authonty {(SBMA}, the Clark Development

. Corporation (CDC), the John Hay Management Corporation (JHMC), the Poro Point

Management Corporation (PPMC), and the Toimsm Infrastructure and Enterprise
Zane Authority {TIEZA) and all other IPAs that may be created by law.

Registered Emterprise shall refer to any individual, partnershp, corporation,
Philippine ‘branch of a foreign corporation or oither entity incorporated and/or
organized and cxisting under Philippire laws and registered with an TPA, ip
accordance with this Act: Provided, however, That the term "registered enterprise”
shall not mclude any of the foliowing service enterprises such as, bui not limsted o,
those engaged in customs brokerage, tucking/forwarding services, janitonal services,

3
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security services, insurance and/or banking and other financial services, consumers
cooperatives, credit umons, consaltancy services, restaurants or such other services,
within the economic zones, as may be determined by the IPA Boeard, duly accredited
and/or licensed by any of the IPAs and whose income derived within the economic
zomes shall be subject to taxes under the National Internal Revenue Code (NIRC) of
1997 as amended.

. Investments Priorities Plan (IPP) shall refer to the list of industnies, services and other
“economic activities, which will be eligible for incentives under this Act, prepared and

determined as priogity or preferved activities in accordance with Title ITY, Chapter 1 of
this Act.

. New Product or Service shall refer to any product or service not lecally or not

sufficiently manufactured/rendered to meet the demand,

Gross Income Farned shall refer to gross sales or gross receipts derived from the
registered activity less sales returns, discounts and allowances and cost of goods
sold/cost of service.

. Export Sales of Goods shall refer 1o the sales revenues paid for in freely convertible

foretgn currency, determined from imvoices, bills of lading, inward letters of credir,
landing certificates, or other commercial documents, of the following:

1} The sale and actual shipmeni of goods from the Philippines to a foreign country
by a registered enterprise;

2} Sale of goods to an export emterprise registered in accordance with this Act; to
diplomatic missions and to agencies or instiutions allowed ta ympont said goods
- tax and duty-free, to unernanonal shipping or internabional ar transport
operations; and to foreign military aircraft or seacraft;

3) Sale t0 a nonremident buyer for delivery to a resident local export enterpnse of
capital equipment, raw matenals, production supplies, packaging materials and
other production requirements needed for the registered activity of the export
enterprise; or )

4) Sate of goods to a nonresident buver, except antomebiles and  pon-essential
goods, manufactured or processed in the Pilippines, for delivery to a resident in
the Philippines: Provided, That they are paid for in acceptable foreign currency.

Provided, That in the case of paragraph (2) above, only sales t0 an export
enterprise of capital equipment, raw maferials, production supplies, packagmng
materials and other production requirements needed for the registered activity of the
export enterprise; and saies to intemnational sea of air transpert operations of goods,
equipment, spare parts and supplies, except fuel, to be used in the aireraft or sea craft
and capital equipment needed for the slupping or air transport operations, shall be
entitied to incentives for export emerprises under this Act.
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Sales of locally manufactured or assembled goods for household and personal use
under the Internal Expori Program and similar programs of the government shall be
deemed as “export sales”

Export Sales of Services shall mean the sales revenues or receipts, determined from
contracts, invoices, vouchers, official receipis, or other commercial docupents of the
tollowing:

1} Services rendered for clients abroad by registered enterprises;

2} Services rendered for an export enterprise registered in accordance with this Act;
to diplomatic missions and to other agencies or institutions with tax and duty-free
privileges;

3) Services rendered to international airlines or shipping lines, or foreign military
arrcraft or seacraft, or mformation and communication technology emterprises,
even if rendered locally.

Provided, That m the case of paragraph (2) above, only services for an export
¢rterprise performed by subcontractors andfor contraciers 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 seivices for the overhaul, repair and
maintenance for international shipping of air transport operations, and foreign
military aircraft or seacraft, shall be entitled to incentives for export enterprises under
this Act.

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

An Export Enterprise shall refer to a registered enterprise which is a mannfacturer,
processor or service provider and whose export sale of its products or services
exceeds seventy percent {70%) of its total anmual production of the preceding taxable
vear. The export requirement herein provided may be reduced, but shall not be less
than thirty (30%), in meritoricus cases under such conditions as the Board may
determine.

A Domestic Enterprise shall refer 1o a registered enterprise, which produces goods for
sale or renders services exclusively to the domestic market or does not comply with
the minimum export requirement of an export enterprise.

. Service Enterprise shall refer to an enterprise engaged or proposing to engage in

rendering technical, professional or other services listed in the IPP.
Service enjerprise that earns more than seventy percent (70%4) of its revenues

paid for in foreign currency generated from nonresident clients shall be entitied to the
incentives provided o an “export emterprise.”

10
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Source Documents shall refer to input maverials and decuments reasonably needed by
the registered enterprise such as, but not limited to, books, directonies, magazines,
newspapers, brochures, pamphlets, medical records or files, legal records or files,
instruction materials, drawings, blueprints or outlines.

Processing shall mean the conversion of raw maserials into marketabie form through
physical, mechanical, chemical, electncal, biochemical, bicliogical or other means, or
by a special treatment or a series of actions, such as slaughtering, milling,
pasteurizing, drying or desiccating, quick freezing, that results in a change in the
nature or state of the products. Processing shall include assembly provided that a
distinct or new product is formed. Mere packing of packaging shall not consiitute
ProCessing.

Domestic Industrial Zone shall refer to a tract of land subdivided and developed
according to a comprehensive plan under a unified continuous management and with
provisions for basic infrastructure and utilities, with or without pre-buitt standard
factory buildings and community facilities for the use of a community of industries
established under this Act in accordance with the criteria provided in Section 14,
Chapter Il of the Preliminary Title

ECOZONES or Special Ecoromic Zones (SEZ) shall refer to selected areas with
highly developed or which bave the potential to be develeped into agro-indusimiat,
industrial, supply chain city, information technology, tourist/recreational
commercial, banking, investment and financial ceniers, retirement and medical zones
whaose metes and bounds are fixed or delimited by law or presidential prociamations.
An ecozone may contain any or all of the following: industnal estates (IEs), export
processing zones (EPZs), supply chain cities, ICT parks and centers, free trade zones
and tourism estates: Provided, however, That areas where mining operations are
undertaken shall not be declared as ecozones.

Ecozone Developer or Domestic Indusirial Zone Developer shall refer to a business
entity duly registered with the Philippine Economic Zone Authority (PEZA) or the
BOL as the case may be, to develop, operate and maintain an ecozone that will put up
the requured infrastructure facilines and utiliies, to tnclude among others, Light and
power system, water supply and distribution system, sewerage and drainage system,
pollation contrel  devices, commumecation facilites, paved recad network
admimstranon buldmg, standard factory buildings, and other facilities as may be
required by enterprises registered with the PEZA

Export Processing Zone (EPZ) or Export Zone shall refer 1o a specialized mdustrial
estate iocated physicaily and/or admimstratively outside the customs territory and
predomimantly ortented to export production.

Freeport shall refer to an isotated and policed area adjacent to a pod of entry, which
shall be operated and managed as a separate customs territory 1o ensure free flow or
movement of poods, except those expressly prohibited by law, within, into and
exporied out in the freeport zone where imported goods may be unloaded for
immediate transshipment or stored, repacked, serted, mixed or otherwise manipulated

i
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without being subject to taxes and dutes.

. Information and Communications Technology (ICT)Y Park or ICT Park shall refer 1o

an area which has been developed into an integrated development complex capable of
providing infrastructure and other support facilities required by ICT emerpnses, as
well as amenities required by professionals and workers invelved in ICT emterprises,
OT easy access to such amenities.

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
CT enterprises, as well as amenwies required by professionals and workers involved
in ICT enterprises, or ¢asy access to such amenities.

. Supply Chain City shall refer to a self-contained zone that includes manufacturing

facility with hub operations in an economic zone: Provided, That, the manufacturing
facility covers whole or partial operabons, and the hub operations include Business
Process Outsourcing (BPO) in support of the manufacturing activity of the registered
enterprise; Provided, further, That the BPO activities cover finance and accounting,
high end processes such as marketing, client or buyer- manufacturer relationship,
procurement of materials, logisncs management, and other related activities of a
borderless global marufacihuring set-up.

. Capital Equipment shall refer to machinery, eguipment, major componenis thereof]

spare  paris, accessories, tools, devices, apparazius, fixwures, firtings and
accompaniments which are directly and/or reasonably needed in the registered
activity of the enterprise and those requared for poflution abatement and comtrol,
clcaner produciion and water reductiony congervation.

. Less Developed Area (LDA) shall refer 1o an area that is included 1n the hst prepared

by the BOL after consultatior with appropnate government agencies. Such listing
shall take into consideration the following criteria: low per capita gross domestic
product, low level of investments, high rate of unempioyment and/or
underemployment and low Jevel of mfrastructure development including its
accesstbility to developed urban centers.
TITLE IH
INVESTMENTS WITH INCENTIVES
CHAFPTER 1

QUALIJFIED ACTIVITIES

SEC. 15. Investments Privrities Plan (IPP). — The BOL, upon consultation with the Office
of the President, concerned IPAs and appropriate government agencies and the private sector,
shall formuiate a focused IPP to be submitted to the President for approval and which shall be
valid for a pericd of three (3) years.

12
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In the listing of activities to be undertaken under the TPP, the following shall be complied
with:

a. The activity shall be covered by the current Medium Term Philippine Development
Plan (MTPDP) and Medivm Term Philippine Investment Plan (MTPIP) or its
equivalent;

b. The activity shall satisfy the following condrhions:

1) Substantial amount of investments;

2) Considerable generation of emplioyment;

3) Use of modern or new technology; or

4) Installation of adequate environmental protection systems:

Provided, That itemis b1} and d{4) above shall be required o all activities, and the
threshold amounm of investments and employment generation required for a specific
achivity shall be subject to a periedic review taking into consideration international
standards and other indicators: Provided, further, That the Plan shall be reviewed
every three (3) years.

¢. The activity must comply with the specific qualification requirements and comditions
for a particular sector or mdustry as set by the appropriate government agency and
such ather conditions as may be determined.

SEC. 16, Amendments. — Subject to publication requirements and the critena for
invesiment priofity determination, the Board may, at any fime, include additional areas in the
1PP, 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 activity is no longer a priority.
In no case, however, shall any amendment of the 1PP impair the incentives conferted on &
registered enterprise. The Board shall not accept applications in an area of invesiment prior to
the approval of the same as a preferred area or after approval of its deletion as a preferred area of
investmem in the [PP.

SEC. 7. Publication, — Upon approval of the IPP, in whole or in part, or upon approval
af an amendment thereof, the TPP or the amendment, specifying and declaring the areas of
investment shall be published in at least one (1} newspaper of general circutation and all such
areas shall be open for application until publication of an amendment or deletion thereof.

SEC. 18. Stralegic Projects. — The President, upen recommendation of the Beard, may
allow regstration of a strategic project that may not be listed in the TPP, but will locate in the
country as a result.of shif competition with other countries.

A strategic project is a project that exhibits haph social economic retwns and requires
large investments that will significantly contribante to the country’s economic development. In
the exercise of this authority, any three (3} of the following criteria shall be taken into account:
{1) large capital investments; (2) generate sizeable employment, (3) use of new and
internationally accepted high level of technology; and (4) create value-added.

I3
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Noiwithstanding the preceding paragraphs of this Section or any law 1o the contrary, a
project which shall lead to significant improvements in productivity and value-added and that
will {a) produce or manufacture new, emerging and technologically advanced product, or (b}
involve breakthrough process innovation, or (¢) involve pew and innovative service; and projects
under the flagship program of the government such as projects under the Public-Private
Partnership (PPP) program shall also be deemed as “strategic project”™.

CHAFPTER I

INCENTIVES TO REGISTERED ENTERPRISES

SEC 19. General Incentive Provision- The incentives provided in this Act may be
availed of by the registered enterprise to the extent of their registered activity upon election at the
time of application for regiswration; Provided, That, such election, once made, shall be final;
Provided, further, That the reckoning peniod for avatlment of incentives shall be at the start of
commercal operation.

SEC. 20. Incentives io Registered Export Enterprises. — Registered Export Enterprises
shall have the following incentives,

a-  Income tac-based iicentive options for registered export enterprises located inside or
OUtside ecozones or free porfs. —

1) Incoeme Tax Holiday (ITH) for a period of six years {6} years and thereafter, five
percent {5%) tax on Gross Income Earned {GIE), in hieu of all national and local
taxes except real preperty tax (RPT) on fand owned by private developers, for a
period of mineteen (19) years; or

2) Five Percent (5%) Tax on GIE, in lieu of all national and local taxes except RPT
on land owned by private developers, for a period of fwenty five years (25) years;
or

3} Fiity Percent {(50%) reduction from corporate income tax for a period of twenty-
five (25) years.

The registered export enterprise shall avail 100% of any of these income-tax
based imcentives, Provided That, the 70% export requirement is reached: Provided
Surther, That failure to meet the 70% threshold, the registered export enterprise may
only be entitled thereto to the extent of the export sales generaied provided that it is
not less than 30%, otherwise, all of its income shall be subject to the relevant internal
revemue taxes under the National Imernal Revenue Code of 1997, as amended;
FProvided, fmally, That the registered export enterprise shall pay taxes and duties on
importation of raw materials used for domestic sales.

b, Valwe-added Tux (VAT) and Customs Duty Treatment on Imporiation of Capital
Equipment and Row Maierials. -

14
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1) Located Inside an Economic Zone and/or Freeport Zones

i Exemption from VAT and customs duty on importation of capital
equipment, including consignment thereof subject to Section 32 of this Act;

ii. Exemption from VAT and cusioms duty on importation of raw materials,
supplies, spare parts and semi-finished products used exclusively by the
registered export enterprise in is registered activity,

2} Located Outside Economic and/or Freeport Zones

i  Exemption from VAT and customs duty on importation of capital
equipment, including consignment thereof subject to Section 32 of this Act.

ii. Exemption from VAT and customs duty on importation of raw matenals,
supplias, spare parts and semi-finished products used exclusively by the
registered export enterprise n 1is registered activity provided that such
registered export enterprise is cperating a Custorns Bonded Manufacturing
Warehouse {CBMW) or is an accredited user of a Customs Common
Bonded Manufacturing Warehouse (CCBMW).

iii. Refund of VAT and customs duty on importation of raw matenals, supplies,
spare parts and semi-finished products used exclusively by the registered
export enterprise in is registered aciivity if the registered export enterprise
is not operating a CBMW or is not an accredited user of a CCBMW,

Tax and Duty Free hmporiation of Source Documents. — The impartation of source
docwments by registered export enterprises shall be eligible for VAT and customs
duty exemption. The tax incentive may be granted to the registered export enterprise
for a period of ten (10} years

. Zero Percent (0%} Rate of VAT on the Sale by a Domestic Enterprise to a Registered

Export Enterprise. — The provisions of law to the contrary notwithstanding, the sale
by a domestic enterprise of goods and/or services t¢ a registered export enterpnse,
regardless of the latter’s location and whether enjoying the ITH, the Reduced Income
Tax or the five percent (5%) tax on GIE shall be subject to zero percent {0%) VAT
rate: Provided, That such goods andfor services are required by registered export
enterprise’s activity.

. Bxemption from Wharfage Duex. - The provisions of law to the contrary

notwithstanding exports by a registered export enterprise shall be exempted from
wharfage dues and export taxes.

Employment of Foreign Nuationais. - Subject to the provisions of Commonwealth Act

No. 613, as amended, a registered exporl enterprise may employ foreign nationals in
managerial, technical or advisory positions.

15
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Fereign natiopals under employment contract within the purview of this
mcentive, their spouses and unmarried children under twenty-one {21) years of age,
who are not excluded by Section 29 of Commonwealth Act No. 613, as amended,
shall be permitted to enter amd reside in the Plulippines during the period of
employment of such foreign nationals.

Notwithstanding any provision of the law to the contrary, foreign nationals,
subject to the following conditions, may be allowed the practice of profession inside
&N eCOZONe:

[} The foreign national shall secure the required permit from the Professionai
Regulatory Commission t¢ practice his profession;

2) The law of the country of that foreign national allows gemuine reciprocity for
Filipinos to practice their profession thereto;

3) There is no competent, able and willing Filipino at the time of application to
perform the profession for which the foreign national is desired;

4) The foreign national shall train two Filipino understudies;

3) The matio of foreign nationals vis-a-vis Filipinos practicing the same profession in
a registered enterprise shall not exceed 1:5 and shatl not in any case exceed 5% of
the tosal workforce of the said registered enterprise;

6) The foreign national meets the conditions set forth under Section 28 (B), (c) and
{dyof this Act; and

7) The practice of profession of the foreign national in the Philippines shall not
exceed a total of five years extendible for a limited period as determined by the
Board.

SEC. 21. Tax Trearment and Chiher Incentives for Regisiered Enterprises in Ecozones and
Freeport Zones. — In addition to the applicable incentives provided under the preceding section
on export incentives, registered enterprises locating in the Special Economic Zones and Freeport
Zones shall be entitled to the foliowing incentives:

a. fax Treatment of Merchandise in Ecozones or Freeports. —

1} Except as otherwise provided in this Act, foreign and domestic merchandise, raw
materials, supples, anlicles, equipment, machineries, spare parts and wares of
every description, except those prohibited by law, brought inte the ecozones or
freeports to be sold, stored, broken up, repacked, assembled, instalted, sorted,
cleaned, graded, or otherwise processed, manufactured, mixed with foreign or
domestic merchandise whether directty or indirectly related in such activity, shail
not be subject to customs and internal revenue laws and regulations nor 1o local
tax erdinances, the provisions of law to the cantrary notwithstanding.
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Merchandise purchased by a registered enterprise located in the ecozones or
freeports from the customs territory, and subsequently brought into the ecozones
ar freeports, shall be considered as export sales and exportation thereof shall be
entitled to the benefits allowed by law for such transaction

Merchandise sent from the ecozones or freeports to the customs territory shall,
whether or not combined with or made part of other articles likewise of local
origin or manufactured in the Philippines while in the ecozones or fregponts, be
subject to imternal revenue and customs jaws of the Philippines as domestic goods
sold, transferred or disposed of for local consumption. If the finished poods have
tmported components, the duties shall be based on the value of said imported
materials, except when the final product is exempt.

Qualified merchandise or articles manufactured by registered ecozone or freepon
locators, which are made available for sale in the domestic market shall be
imposed the applicable ASEAN Common Effective Preferential Tanff {(CEPT)
rate, if qualified, or applicable tariff rates under bilateral or regional trade
agregements, :#f qualified, or Most Favoured Nation (MFN} rate on imported raw
materials and MFN rates on pon-qualified raw materials used in the manufacture
of the qualified merchandise or articles. In case of bilateral agreements, the
applicable rate shall be the agreed rate.

Domestic merchandise on which all internal revenue taxes have been paid, if
subject thereto, and foreign merchamtise previously imported on which duty or
tax has been paid, or which have been admitted free of duty and tax, may be taken
into the ecozones or freeports from the custems territory of the Philippines and be
brought back thereto free of quotas, duty or tax.

Subject 1o such regulations respecting identity and safeguarding of the revenue as
the concerned TPA may deem necessary when the identity of an article entered
into the ecozones or freeports under the immediately preceding paragraph has
been lost, such article when removed from the ecozones or freeports and taken to
the customs territory shail be treated as foreign merchandise emering the country
for the first time, under the provisions of the Tariff and Customs Code of the
Philippines, as amended.

Articles produced or manufactured in the ecozones or freeports and exported
therefrom shall, on subsequent importation into the customs tertitory, be subject
to the import laws applicable to like articles manufactyred in a foreign country.

Articles regulated by law for sale to the domestic market shall only be allowed to
be used or consumed within the ecozones or freeports.

Unless the conirary is shown, merchandise taken out of the ecozones or freeparts
shall be considered, for tax purposes, to have been sent to customs termtory.

17
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b.

Special Econommc Zones declared by presidential proclamations or created
by law may avail of the incentives provided herein as conferred by the appropriate
IPA subject to such terms and conditions as may be provided by law.

T Treatment of Services in the Feozones or Freeporis. —

1} Sale of service by an entity from the cstoms termmitory to a registered ecozone or
freeport enterprise or by a registered ecozeone or freepost emerpnse to another
ecozoae or freeport enterprise shail be treated as indirect export, and hence, shal}
n0t be subjected to internal revenue taxes for such transaction.

2) Sale of service by a registered ecozone or freepert enterprise io the customs
territory shall be subject to the applicable internal revenue laws and regulations.

SEC. 22 [incentives for Negistered Domestic Enterprises. - Registered domestic
enterprises shall be qualified to the following incentives te the extent of their registered activity:

a.

Income tax-based incentive options:

1} Income Tax Heliday {ITH) for 2 period of four {4) vears; then ten percent {10%)
Corporate Income Tax {(CIT) rate for ten (10} vears if located in 1% 1o 3" class
municipalities; twelve 12 years if located in 4™ to 6" class municipalities; or

2) Fifty Percent (50%) reduction from corporate income tax for a period of fifteen
(15) years;

Valug-added Tax (VAT) and Customs Duty Treatment on Fmportation of Capital
Equipment:

1} Exemption from customs duly on importation of ca:pital equipment, mcluding
consignment subject to Section 32 of this Act; and

2} Refund of VAT on importation of capital equipment.

Preferential Access 1o Financing and Acceptable Form of Collaterals. — Registered
Small and Medium Enterprises (SMEs), shall be accorded access to financing from
government financial instifutions at preferential rates below the market rates. Further,
capital goods &cquired from loans secured from povernment financial institutions
shall be an acceptable form of collaterat for the same loan,

Assigtance in the Preparation of Project Study. — Registered SMEs may be provided
assistance in the preparation of project study for purposes of registrabon under this
Act.

Employment of Foreign Naiionals. — Subject fo the provisions of Section 24 of

Commonwealth Act No. 613, as amended, a registered demestic “strategic™ enterprise
may employ foreign nationals in manageriai technical or advisory positions.
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Foreign nationals under employment contract within the purview of this incentive, their
spauses and unmarried children under twenty-one {21) vears of age, who are not exchided by
Section 29 of Commonwealth Act No. 613, as amended, shall be peroutted to enter and reside in
the Philippines during the period of empleymemt of such foreign nationals.

SEC. 23, Incentives for Domestic “Strategic” Emerprises. - Registered domestic
enterprises engaged in strategic projects, as defined under Section 18 of this Act may avail of the
following incentives, whenever applicable, to the extent of their registered activity:

a. Income Tax Holiday (ITH) for a period of eight {8) vears. Thereafter, bty percent
(50%) reduction from corparate income tax for a perod of seventeen {17) years.

b. Value-added Tax (VAT) and Customs Duty Treatment on Imponation of Capital
Equipment. —

1} Exemption from customs duty on importation of capital equipment, including
consignment thereof subject to Section 32 of this Act; and

2) Refund of VAT on importation of capital equipment.

Notwathstanding (a) above, the President, upon recomemendation of the Board, may grart
1o lghly strategic projects ITH for 2 period up to fifteen {15} years and thereafier, five percent
(5%) tax on GIE, in lieu of all national and local taxes except RPT on land owned by private
developers and such other incentives as may be determined; Provided that, such projects meets
all the following criteria:

Large capital mvestments of a1 least 1two billion US dollars (USD2 billion);
Generate sizeabie employment of ai least ten thousand (10,000) direct employees;
Use of new and internationally accepted ingh level of technology; and

Creation of value-added.

Ao o

The amount of capital invesimermt and employment generation shall be reviewed every
five (5) years. In no case shali the reguirements prescribed above be reduced.

SEC. 24. [ncentives for Registered Domestic Fnterprises in Mindanao and in the Thirty
Poorest Provinces oulside of Mindango or Less Developed Areas (1.04s8). — Registered domestic
enterprises located in Mindanao, the thirty poorest provinces outside of Mindanao and 1.DAs,
shall have the following mmcentives:

a  Income tx-bused incentive options. -
1} Income Tax Holiday (ITH) for a penod of six (6) years; then ten percent (10%)

Corporate Income Tax (CIT) rate for nineteen (19) years; or

2} Five Percent {5%) Tax on Gross Income Earned {GIE) in lieu of all national and
local taxes, except RPT on land owned by private developers, for a period of
twenty five {25) years;

19



O Ood -] Ol P L b e

b.

Value-added Tax and Customs Duty Trewtment on Importation of Capial
Lguipmert.—

1) Exemption from customs duty on imporiation of capital equipment, including
consignment thereof subject to Section 32 of this Act; and

2) Refund of VAT on importation of capital equipment

Special Realfy fax Rate onm Equipment and Mochinery.- Realty tax rate on civil
works, equipment, machinery, and other improvements by a registered enterprises
actually and exclusively used shall not exceed one and a half percent (t.5%) of their
orginai cost less accumulated normal depreciation or net book value,

SEC. 25. Incentives for Frivate Ecozone and Domestic Industrial Zone Developers. —
Private ecozone and domestic industrial zone developers may avai! of the incemives provided in
Section 22 of this Act.

SEC. 26. Incentives for Registered Fnterprises in Supply Chain Cities. - Registered
enterprises located in the supply chain cities shall be granted incentives provided under Sections
20 and 21 hereof. A registered enterpnise under the supply chain city engaged in manufacturing
may subcoantract a portion of its manufacturing processes to its affiliated entities outside the
Philippines. Morecver, a registered enlerprise may book sales in the Philippines which sales
mclude others undertaken partially cutside the Philippines by its affiliated entities.

SEC. 27. Nown-fiscal Incentives. — Registered enterprises shall be entitled to the following
non-fiscal mcentives:

a.

C.

fime-bound Processing of Requirement for Doing Business. — All application for
perrmits, hcenses, authonzation and other requirements necessary for doing business
incliding application for renewals thereof shall be acted upen by the government
agency concerned wrthin ten {10} working days from official acceptance thereof
otherwise, the same shall be considered automatically approved. For this purpase, all
government agencies shall be mandated to post in their respective offices, the
procedural process, documentation requirements and the imposable fees 10 be paid to
facilitate the processing of the application

Simplificarion of Customs and Internal Revenue Procedures. — Customs procedures
for the importation of equipment, spare parts, raw materials and supplies, exports of
pracessed products by registered enterpnises shall be simplified by the BGC.

. The BIR shall simphfy imtemnal revenue procedures for the availment of
incentives provided herein for registered enterprises.

Reduction and Harmonization of Documentwy Requiremenis Submitted 1o
Government Agencies. — The Board shall formulate guidelines for the reduction and
harmenization of related documentary requirements submitted to government
AgENcies.
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d. Employment of Foreign Nationals. — Subject to the provisions of Section 25 of
Commonwealth Act No. 613, as amended, a registered domestic “strategic”™ enterprise
may employ foreign nationals in managerial, technical or advisory positions.

Foreign nationals under employment coniract within the purview of this incentive,
their spouses and unmarried children under twenty-one {21} years of age, who are not
excluded by Section 29 of Commonweahlth Act No. 613, as amended, shall be
permitted to enter and reside in the Philippines during the penod of employment of
such foreign nationals.

SEC. 28 Entitlement to Investor’s Visa by a Foreign National, — A foreign national who
invests an zmount of at jeast US$150,000, either in cash and/or equipment, in a registered
enterprise shall be entitled te an Investor’s Visa: Provided That:

He 15 at ieast eighteen {18) years of age;

He has not been convicted of a crime involving moral turpitude;

He is not afflicted with any loathsome, dangerous or contagious disease; and
He has not been institutionalized for any mentzl diserder or disability

Lo op

Provided, further, That as a holder of the Investor’s Visa, an alien shall be entiiled to
reside in the Philippines while his investmem subsists. For this purpose, he should submut an
annual report, in the form duly prescribed for the purpose, to prove that he has mainiained his
investments in the country. Should said alien withdraw his investiments from the Philippines,
then the nvestor’s Visa issued to him shatl antomatically expire.

The minimum amount for investment provided for under this Act shall be made
apphicable to visas granted to investors by the BOL the PEZA the SBMA the CDC, the JHMC,
the PPMC, and othes IP As that may be created under the law.

The investment amount heretofore stated shall be subject to a penodic review every three
(3) years by the BOL '

CHAPTER 111
AYVAILMENT OF INCENTIVES

SEC 29 Income Tax-Based Incentives. — On availing the income tax-reiated incentives,
the BIR shall require a registered enterprise to secure a Certificate of Eligibility from the
appropriate 1PA and attach the same to its Income Tax Return (ITR) or Annual Information
Return (AIR), whichever is applicable, Therezfier, the registered enterprise shall file its claim
with the appropriate IPA for validation The IPA shall endorse the result of its validation to the
BIR after one year from the filing of a claym for TTH by the registered enterpnse.

Failure to secure snd attach the certification to the ITR or AIR, and/or file the TTH
svailment for validation by the appropriate IPA shatl cause the forfeiture of the ITH availment
for the taxable period.
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47

49

Within six {6) months from the effectivity of this law, the BIR shall review its regulations
on the computation of GIE to ensure that only direct costs, or cost of goods sold and/or services
rendered shall be deductible from gross revenues, and recommend stricter rules 1o the Secretary
of Finance if warranted.

SEC. 30. Fifty Percemt (50%) Reduction Jrom Corporate Incame Tax. - In computing the
net taxable income for this incentive, the emerprise may be entitled to deduct the following
expenses, in addition to ordinary and necessary business expenses allowed under the National
Imiernal Revenue Code of 1997 {(NIRC of 1997), as amended:

a. Enhanced Net Operating Loss Carry-pver (NOL.C() — The net operating loss of the
registered activity during the first Ave (5) years from the start of commercial
operation which had not been previously offset as deduction from gross income may
be carried over as deduction fiem gross income for the next five {5) consecutive
taxable years immediately following the year of such toss.

b. Adccelerated Depreciation — Plant, maclunery, and equipment that are reasonably
needed and acially 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.

¢. Double Deduction for Training Fxpenses - Expenses incurred for local training given
ta employees for the developme of skills, identified as necessary by the appropnate
government agencies and approved by the concerned 1PA, may be claimed as
deduction from gross income to the extent of two hundred {200%) percent of the
actnal ‘amouni of expenses incurred: Provided, That the training expense shall be
deductible on the taxable year the said training expenses were incurmred: FProvided,
further, That the concerned IPA shall issue the corresponding certificate of
entitlement for its incentive upon filling of an application, otherwise, the training
incentive shall be deemed waived.

d. Double Deduction for Research amnd Development — Expenses incurred for research
and development conducted in the Philippines relating to the business shall entitle the
registered enterprise to a special deduction from taxable income equivalemt 10 hwo
hundred {200%%) percent of the toial expenses over and above the allowable ordinary
and business deductions for said expenses under the NIRC of 1997, as amended,
Provided, That the expenses for research and development shali be deductible
from gross income on the taxable year the said research and development expenses
were. incurred, Provided, further, That the concerned IPA shall issue the
corvesponding  certificate of entitlement for this incentive upon filing of an
application, otherwise, the research amd development incentive shall be deemed
waived.

SEC. 31. Five Percent (3% Tax on Gross Income Earned (GIE). In computimg the five
percent (5%) tax on Gross Income Famed (GIE), GIE shall refer to gross sales or gross revenues
derived from the business activity, net of sales discounts, sales returns and allowances amnd minus

-cost of goods sold/cost of services or direct costs but before any deduction is made for
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administrative, marketing, selling expenses or incidental losses during a given taxable period.

The 5% tax on GIE shall be paid and remiited by registered enterpnises jocated inside the
ecozone or freeport in accordance with the exishng sharing allocations provided in the IFAs
respective charters. For registered enterprises located outside the ecozones or free ports, the tax
on GIE shall be paid and remitted as follows:

2% to the National Government
2% ip the Province where the project is located
1% to the City or Municipality where the project is located

SEC. 32. VAT and Customs Duties Exemption on Capital Equipment- Tmportation of
capital equipment, including consignment thereof, by registered enterprises may be exempted to
ihe extent of one hundred percent (100%) of the VAT and customs duties provided than the
following conditions are complied with:

a The capital equipment is directly andfor resgsonably needed and will be used
exclusively in the registered activity of the registered enterprise unless prior approval
af the IPA is secured for the pan time utilization of said eguipment in a non-
regisiered activity to maximize usage thereof or the proportionate taxes and duties are
paid on a specific equipment and machinery being permanently used for non-
registered activities; They are not manufactured domesticaily in sufficient quantiry, of
comparable quatity and at reasonable prices; and

b. The approval of the IPA was obtained by the regiétered enterprise for the importation
of such machinery, equipment and spare parts.

Approval of the IPA must be secured before any sale, transfer or dispasition of the
imported capital equipment is made: Provided, That, if such sale, transfer or disposition is made
within the first five (5) years from date of ymportation, any of the following conditions must be
PrEsSent:

a. If made to ancther enterprise enjoying tax and duty exemption on imported capeal
equipment;

b. If made to another enterprise, vpon payment of any taxes and duties due on the net
book valug of the capital equipment to be sold;

¢. Expordation of capitzl equipment, machinery, spare parts or source documents or
those required for pollution abatement and control; or

d. For reasons of proven technical obsalescence.

When the aforementioned sale, transfer or disposition is made under any of the conditions
provided for in the foregoing parapraphs other than paragraph (ii), the regisiered export
enterprise shall not pay the taxes and duties waived on such items; Provided, further, That if the
registered enterprise sells, transfers or dispeses the aforementioned imported items withowt prier
approval within five (3) years from the date of importation, -the registered emterprise and the
vendee, transferee, or assignee shall be solidanly liable to pay twice the amount of the
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tax and duty exernption given it: Provided, finally, That even if the sale, transfer or disposition of
the capital equipment is approved after five (5) years from the date of importation, the registered
enterprise is still liable 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.

SEC. 33. VAT Refund Mechanism on Importarion of Capital Fquipment andior row
materials. — The VAT paid on imported capital equipment and/or raw materials may be
refunded provided that the imported ilems are used exclusively by the registered emterprise
pursuant to its registered activity.

In order to facilitate the immediale processing, clearance and reiease of VAT refund as
provided in this Act, a Trust Liability Accoumt (TLA) 15 bereby authorized to be established
the Bureau of Treasury (BTr). Aill VAT payments pertaiming to the imporiation of registered
enterprises of capital equipment or raw matenals shall be deposited in the TLA for the purpose
of funding valid VAT refund ctaims. The claims for VAT refund shall be made by the registered
enterprise 10 the DOF — One Stop Shop,Tax Credit and Duty Drawback Center (DOF-OSS)
which, in turn, will process, approve and release the VAT refund.

A registered enterprise shall fite a claim for VAT refund within one (1) year from the
date of actual exportation All amounts paid but no longer allowed for refund shall immediately
accrue to the general fund of the National Government.

All applications for VAT refund shall be processed and acted upon within thirty (30) days
after submission of complete decumemis. The refund shall be in a form of cash or
managerscashiers check pavable to the remstered export emerprise.

In cases of dispute under the VAT refund mechanisto provided in ilns section, the
pertinent provisions of the National Triernal Revenue Code of 1997, as amended, and the Tariff’
and Customs Code of the Philippines, as amended, shall apply.

CHAPTER 1V
REGISTRATION OF ENTERFPRISES

SEC. 34 Oualifications of a Registered Enterprise. — To qualify for registration and be
entitled to avail of incentives, an applicant must satisfy the following conditions:

a He is a citizen of the Philippines. In case the appticant is a natural person, or in case
of a corporation or pannership or any other association, regardless of nationality, it
must be organized and/or registered and existing under Philippine laws and that it
must comply with all the qualifications provided under this Act: Provided, rowever,
That for purposes of this Act and any law 10 the conjrary notwithstanding, a natural-
bora ASEAN citizen or a corporation effectively controlled by ASEAN citizens, or a
corporation organized in any ASEAN country shall be considered as a Philippine
wmvestor: Provided, further, That the investment is made in an activity where the
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1 Constitution does not specifically require Filipino pariicipation,
2
3 b. The activity it wiil engage in is not within the activities reserved by the Constitution
4 to Philippine citizens or cerporations owned and controlled by Philippine citizens;
5
B c. It will engage in an activity included in the [PP or in an expent achvity or m an
7 activity located in supply chain cities, thinty (30) poorest provinces or LDDAs or in an
3 activity considered as “strategic project”.
o
10 d. It will infuse new investments. For this purpose “new investments” shall mean a new
11 enterprise infusing new Investments and undertaking new activity. However, an
12 enterprise with an existing operation may be qualified for registrabon if it wall
13 undertake new activity. Further, an existing enterprise undertaking the same activity
14 that shall infuse additional investments of at least fifty percent {50%) of its presem
15 actual investments shall be deemed to be “new investments™ but only to the exteni of
16 such additional investments; and
17
18 e. If the applicant is engaged or proposes i engage in undertakings or activities other
19 than the registered projects, it shall install adequate accounting system that shall
24 identify the investments, revenues, costs, and profits or losses of each registered
21 project undertaken by the enterprise separately from the agpregate investment,
22 revenues, costs and profits or losses of the whole enterprise, or establish a separate
23 corporation for each registered project if the IPAs should so require, to facilitate
24 praper implementation of this Act.
23
26
27 CHAPTER V
28 )
29
30 BASIC RIGHTS AND GUARANTEES OF REGISTERED ENTERFPRISES
31
3z
33 SEC. 35. Protection of Investments, — All investors and registered enterprises are entitled

34  to the basic rights and guarantees provided n the Constitution. Among other rights recognized
35 by the Government of the Phijippines are the following:

36

37 a. Repariation of Investments. — In the case of foreign investments, the right to
38 repatriate the entire proceeds of the liquidation of the investment in the currency in
35 which the investment was originally made and at the exchange rate prevailing at the
4i) time of repatriation, subject to the provisions of Section 74 of Republic Act No. 265,
4] otherwise known as the “Central Bank Act”, as amended.

42 For investments made pursuant o Executive Order No. 32, series of 1986,
43 entitled “Directing the Establishment of a Program for the Coaversion of Philippine
44 External Debt nte Equity Investiments”, and its implementing rules and regulations,
45 the repatniation of investments shall be as provided therein.

46

47 b. Remintance of Earnings. — In the case of foreign investments, the right 10 remit
43 earnings from the investment in the currency in which the investment was originally
49
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made and at the exchange rate prevailing at the time of remittance, subject to the
provisions of Section 74 of Republic Act No. 265, as amended. For investmenis made
pursuant to Executive Order No. 32, series of 1986, and its implementing nules and
regulations, the remittance of carnings shall be as provided therein.

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

. Freedom from Expropriation. — 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 payment of just compensation In such cases, foreign investors or
enterprises shall have the right to remit sums received 85 compensation for the
expropsiated property in the currency in which the investment was originatly made
and at the exchange rate at the time of remitiance, subject to the provisions of Section
74 of Republic Act No. 265, as amended.

& Requisition of investmeni. — There shall be no requisition of the propeny represented

by the investment or of the property of enterprises, except in the event of war or
national emergency and only for the duration thereof. Just compensation shall be
determined and paid either at the time of requisition or immediately after cessation of
the state of war or national emergency. Payments received as compensation for the
requisitioned property may be remitted in the currency in which the investment was
originally made and at the exchange rate prevailing at the time of remittance, subject
to the provisions of Section 74 of Republic Act No. 265, as amended.

CHAFPFTER VI

ADMINISTRATION OF INCENTIVES

SEC. 36. Application for Regisiration. — Applications shall be filed with an IPA or any
other government office authorized by the BOI o accept applications, recorded in a registration
book and the date appearing therein and stamped on the appilication shall be considered the date
of official acceptance.

All applications and their supporting documents filed under this Act shall be confidential

and shall not be disclosed ta any person except with the consent of the applicant or upon an ordet
of & court of competent jurisdiction.

SEC. 37. No Double Registration of Enterprises. — Export or domestic enterprises shall
not be allowed 1o register their export or domestic activity in more than one {1} IPA In the event
that an emterprise shall transfer to another JPA, only the remaining wutilized incentives shall be
granted to the enterpris¢ or the transferee.
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SEC. 38. Criteria jor Fvaluation of Application. — The following criteria shall be
considered in the evaluation of applications for registration under a praferred area:

Impact of the project on the overall economy;

Orwerall viability of the project;

The extent of empioyment generation;

The extent to which technological advances are applied and adopted to local
congditions; and

€. Such other criteria as the Board may determine.

Looe

SEC. 39. Envirommental Protection and Corporaie Social Responsibility. — Ewery
registered enterprise shail prepare a Program for Environmental Protection and Corporate Social
Responsibility (CSR) covering the peniod for 1ts entitlement to fiscal incentives. Such Program
shall be underiaken on a per registration basis and shall be submitted as an accompanying
document to the application for registration to be submitted to the appropriate 1PA

The environmental program shall include activities such as, but not limited to, requiring
registered fimms fo plant trees.

For the CSR activitics, the registered enterprise shall abign such activities with the
priority programs and projects of the National Anti-Poverty Commission and other special laws
such as Republic Act No. 7942 or the Philippine Mining Act of 1995, as amended and DOE
Energy Regulation 1-94.

The amount spent for the CSR activities shall be reflected in the Notes to the Audited
Financial Statements.

SEC. 8. Approval and Kegistration Procedures. — The IPA is authorized to adopt ruies
and reguiaiions te facilitate action on applications filed with it; prescribe criteria for the
evaluation of applications; devise standard forms for the use of applicants and delegate to the
regional offices of the DTI the authority to receive and process applications for enterprises
located in their respective regions.

Appilications filed shall be considered automnatically approved if’ not acted upon by the
IPA within ter (10} working days from official acceptance thereof Deferment by the IPA shalf
be considered as an official action: Provided, however, That the 1IPA may defer action to a
specific application not more than twice: Provided, finally, That the TPA shall act vpon the
application within ten {10) working days from compliance with the cause of the last deferment.

SEC. 41. Ceriificate of Registration. — A regisiered enterprise under this Act shall he
issued a Certificate of Registration under the seal of the IPA and the signature of its Chairperson
and/or such other official or officer of the IPA as it may empower and designate for the purpose.
The certificate shall be in such form and style as the IPA may determine and shall state, among
other matters:

a. The name of the registered enterprise;
b. The activity in which the registered enterprise is proposing to engage; and
c. The terms and conditions 1o be observed by the registered enterprise by virtue of the
registration.
27
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SEC. 42. Extension of Period of Availment of Incentives. — The availment period of the
incentives provided herein may be extended by the concerned JPA in the event that the registered
enterprise has suffered operational force majeure or losses that have impaired the viability of the
registered activity.

SEC. 43. Administration of Incentives. — The BOL the PEZA and the other [PAs shall be
responsible fur the administration of incentives granted to their respective registered enterprises.

TITLE IV
FINAL PROVISIONS

SEC. 44. Vested Right — Any provision of law to the contrary notwithstanding,
incentives gramted to existing regisiered enterprises pursuant to their certificates of registration,
contracts or agreements entered inte with government instrumentalities/corporations shall
contine to be legally binding in accordance with the terms and conditions stated therein
Provided, further, That, she registered enterprise may opt to be governed by the provisions of this
Act, Provided. however, That, only the remaining unutilized incentives shall be granted 1o the
said enterprise. In such case, said enterprise shall be required to surrender s certificate of
registration, which shali be deemed as an express waiver of their privilege to apply for and avail
of incentives provided in the incentives law, under which they were previously registered.

SEC. 45. Authority fo 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%) of the amount of incentives granted. Said amount shall
automatically accrue to the BOL to be allotted for investment promotions activities and other
special projects to achieve the objectives of this Act, subject to the usnai accounting and audrtmg
rules and procedures.

SEC. 46. Protection of the Envirormment. — The IPAs, in coordination with the appropriate
agencies, shall fake appropriate steps to enact the proper measures for the protection of the
environment, and shal! coordinate with the Environmemal Mansgement Bureau of the
Department of Environment and Natural Rescurces (EMB-DENR) to avoid undue delay in the
issuance of the required Environmental Campliance Cenificate (ECC): Provided, however, That
applications for environmenta} clearances, permits, and/or licenses of registered enterprises shall
be acted upon by the appropriate government agency within thirty (30) days from date of official
acceptance. In the event that the appropriate government agency failed 1o act within the
aforementioned date, the application for the said environmental requirement shall be deemed
complied with for purposes of operation of the registered activity.

SEC. 47. Appeals. — All orders or decisions of the [PA in cases involving the provisions
of this Act shall be immediately executory. No appeal from the order or decision of the IPA by
the party adversely affected shall stay such order or decision, unless a swpersedeas bond
equivalent ta the amount stated in the order or decision 15 posted by the appellant.
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All appeals involving cases decided by ithe IPA, except as provided 1o the next
succeeding paragraph, shall be filed with the Court of Appeals withir fifteen (}5) days from
receipt of notice of the order or decision or of the denial of the appellant’s motion for new tnial or
reconsideration. Within the same period, the aggnieved party may file a motion for
reinvestigation or reconsideration. Oaly one (1) motion for reconsideration shall be allowed,
subject to the posting of the aforementioned supersedeas bond which shall be hmited to cash
and/or surety bond from a BOl-accrediied bonding company.

In cases invelving the denial of an application for registration, the party adversely
affected by such denial may appeal the same to the Office of the President within thity (30) days
frorm receipt of notice of the order denying the apphcation for registration. Where an appeal has
been filed, said order or decision shall be final and executory ninety (%)) days after the
perfection of the appeal, unless reversed.

SEC. 48. Suspension and Forfeiture of Incentives of Regisiered Enterprises, Refund and
Fenaifies. — When there 1s probable cause ta believe that the registered enterprise has violated its
registration terms and conditions, the BOI or the 1PA may suspend its availment of incentives,
until proven otherwise,

The BOI or the IPA may impose fines and penalhes and/or forfeit the incentives granted
1o s registered enterprises whenever there are violations of the regisiration terms and condrions
by the latter, withouwt prejudice to the cancellation of the registration of said enierprise.

In case of cancellation of the Certificate of Registration granted under this Act, the BO1

or the TPA may, in appropriate cases, require the refund of incentives availed of and impose
comrespending fines and penalties.

Any enterprise which violates any provision of this Act, its implementing rules and
regulations, the terms and conditions of its registration, or of any lawful directive of the BOI or
the TPA, shall be subject to a fine not to exceed One million pesos (P1,000,000.00), without
prejudice to the disapprovai of its applicahion for regisiration or cancellation of its registration:
Previded, That any willful commission of frandulent misrepresentation in its application for
registration ot submission of reports ar gross violation of this Act and its implementing rules and
regulations, a fine of at least One million pesos (P1,000,000.00) but not to exceed Ten million
pesos (P10,000,000,00) shall be imposed, in addition to other penalties that may be imposed by
the BOI or the IPA.

The TPAs shall prepare a schedule of fines and penaities to be imposed on erring
registered emerprises depending on the violation incurred, which may be reduced in exceptional
CASEE,

Responsible officers of such enterprises, including duly appointed external consultants-
agents who knowingly commit, aid or abet the commission of any of the acts mentioned above,
shall be subject to a fine of not less than Ome hundred thousand pesos ($£100,000.00) but not
more than Three hundred thousand pesos (P300,000.00) without prejudice to disqualification
from appearing or doing business with the BOI or any IPA.
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Government officers and employess who partivipate directly or indirectly in the
commission of the foregoing acts shall likewise be liable to a fine of not less than One hundred
thousand pesos (P100,000.00) but not more than Three hundred thousand pesos (P300,000.00),
in addition to any criminal and administrative penalties imposable under the Civil Service Law,
Revised Penal Code, Republic Act No. 3019, otherwise known as the “Anti-Graft And Corrupt
Practices Act”, Republic At No. 6713, otherwise known as the “Code Of Conduct And Ethical
Standards For Public Officials”, and other applicable laws.

If the offender is a foreign national, in addition to the imposable fines and penalties
above, the foregoing acts shall be grounds for summary deportation.

SEC. 49. Disposition of Savings from the Implemeniction of this Act — The total amount
of savings to be generated from the implementation of this Act shall be allocated anmuatly and
used exclusively for the provision of scholarships under the CHED.

Such allocations shall be segregated as separate trust funds by the National Treasury and
shall be over and above the annual appropriations for similar purposes,

The earmarking provided under this provision shall be observed for tem (10) years
starting from the effectivity of this Act.

SEC. 50. Impiementing Rules and Regulations (IRR). — The BOI in coordination with
DOF, NEDA, DBM, PEZA, other IPAs and other concemed government agencies, shall
promuigate rules and regulations to implement the iotent and provisions of this Act within one
bundred twenty {120) days from the effectivity of this Act. Such rules and regulations shalf take
effect fifteen {(15) days following its publication in a newspaper of general circulation 1 the
Philippines.

SEC. 51. Transitory Provision. — Unild the IRR of this Act takes effect, the present rules
and regulations under the old investments laws shall apply to the extent that they are not
inconsistent with the provisions of this Act.

SEC. 52, Separability Clause. — The provisions of this Act are hereby declared to be
separable and, in the event any of such provisions is declared unconstitutional, the other
provisions which are not affected thereby, shall remain in fuill force and effect.

SEC. 53. Survivor Clause. -- The provisions of this Act ¢z the contrzry notwithstanding,
the following laws, decrees and orders shall continue o have full force and effect:

a. Secnoo 13(f) of Presidential Decree No. 66, otherwise known as “Creating the Export
Processing Zone Authority and Revising Republic Act No. 54907,

b. Section 1 of Republic Act No. 9281 entitied, “An Act to Strengthen Agriculture and
Fisheries Modemization in the Philippines by Extending the Effectivity of Tax
Incentives and its Mandated Funding Support, Amending for this Purpose Sections
1% and 112 of Republic Act No. 8435,
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Section 10(1) to (6) of Republic Act No. 7156, otherwise known as “An Act Granting
Incentives to Mini-Hydro Electric Power Developers and for other Purposes (Mini-
Hydroelectric Incentive Act)”;

Sectipns 10, 16{a), (b) and {(c) and Section 17(a) to (e) of Presidential Decree No.
972, as amended by Presidemnal Decree No. 1174, otherwise kmowm as
“Promulgating an Act to Promote an Accelerated Exploration, Developme,
Exploitation, Production and Utihzation of Coal”™;

Section 12 of Presidential Decree No. 87, otherwise known as “An Act to Promote
the Discovery and Production of Indigenous Petroleum, and Approprating Funds
Therefor”,

Section 4 (a) and (d) of Presidential Decree No. 1442, as restored by FIRB Resohution
19-87, otherwise known as “An Adt to Promote the Expioration and Development of
Geothermal Resources™:

Chapter 1I, Section 4(A), (B), (C) and (DD}, and Chapter VHI, Sectien: 1A}, (B} and
(C) of Republic Act No. 9293, Entitled “An Act Promoting the Development of
Philippine Domestic Shipping, Shipbuilding, Ship repair and Ship Breaking,
Ordaining Reforms in Government Policies Towards Shipping in the Philippmes and
for other Purpeses™; and

Republic Act No. 7903, otherwise known as the “Zamboanga City Special Economic
Zone Act of 1995" Republic Act Na. 7922, otherwise known as the “Cagayan
Speciai Ecanomic Zone Act of 1995, Republic Act No. 9490, otherwise known as
the “Aurora Special Economic Zone Act of 20077 and Republic Act No. 9728,
otherwise known as the "Freepornt Area of Bataan Act of 20097,

Provided, That grantees or operators u_pder their respective laws, decrees and orders shall
have the option to avail of the incentives provided under this Act.

SEC. 54. Repealing Clause. - The following provisions are hereby repeaied:

a Bocks I V and VI of Executive Order No. 226, series of 1987, otherwise known as

b.

“The Omnibus Investments Code of 19877

Section 24 of Republic Act No. 7916, othenwise known a8 “An Act Providing for the
Legal Framework and Mechanisms for the Creation, Operation, Administration and
Coordinatior: of Speciat Economic Zones in the Philippines, Creating for the Purpose
the Philippine Econcmic Zone Authority (PEZA), and for other Purposes (Special
Economic Zone Act of 1995)7;

Section 17(1), (2}, (3), (N, (5}, (6), {7), (8) and Section 18 (a), (b) and {c) of
Presidential Decree No. 66, otherwise known as “Creating the Export Processing
Zone Authority and Revising Republic Act No. 54907,

Fourth paragraph of Presidential Decree No. 529 (restored by FIRB Resolution 19-
87), otherwise known as “Granting to Petrolenm Exploration Concessionaires under
the Petroleum Act of 1949 Exemption from Customs Duty and Compensating Tax on
Importations of Machinery and Equipment, Spare Parts and Materials Required for
Their Exploration Operations™;
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. Sections 8, 9 and the second sentence of the first paragraph and second paragraph of

Section 10 of Presidential Decree No. 538, otherwise known as “Creating and
Establishing the PHIVIDEC Indusinal Authonty and Making lts Subsidiary Agency
of the Philippine Veterans Investment Development Corporation Defiming Tts Powers,
Functions and Responsibilities, and for Other Purposes™,

Section 36(e) and {f) {1) and (2) of Presidential Drecree Mo, 705, otherwise known as
the “Rewvised Forestry Code™,

. Section 16 (c} and (d), and Section 17 of Republic Act No. 7844, ctherwise known as

“An Act to Develop Exporis as a Key Towards the Achievement of the National
Goals Towards the Year 2000 (Expaort Development Act of 1994),

. Chapter XVI, Sections 90, 92, 93(a) and (b) of Republic Act No. 7942, atherwise

known as the “Philippine Mimng Act of 19957,

Section 9 of Republic Act No. 8479, otherwise known as the “Downstream Qil
Deregulation Act of 1998™;

Chapter I, Article LI, Section 35(b), (¢} and {d} of Republic Act No. 8530, otherwise
known as “The Philippine Fisheries Code of 1998”;

. Section 5 of Proclamation No. 216, otherwise known as “Creating and Designating

the Area Covered by the Former Wallace Air Station and Centiguous Areas in Poro
Point as the Poro Point Special Economic and Freeport Zone and Transfernng Lands
10 the Bases Conversion Development Authority pursuant to Republic Act No. 72277,
Section 6 of Proclamation No. 984, otherwise known as “Creating and Designating
the Municipality of Merong, Province of Bataan, including the Area of Philippine
Refugee Processing Center Complex (PRPCC) as the Morong Special Economic
Zone pursuant to Republic Act No. 7227 and transferring the land comprising the
PRPCC to the Bases Canversicn Development Authority (BCDA)™;

Executive Order No. 528, series of 2006, Amending Executive Order No. 31, series
of 2004, “Reducing the Rates of Duty on Capital Equipment, Spare Parts and
Accessories Imported by BOI-registered new and Expanding Enterpnises™;

. Section 1 of Executive Order No. 619, otherwise known as “Creating and Designating

Speciai Economic Zones Pursuamt to Republic Act No. 7916, as Amended by
Republic Act No. 8784, in Relation to Republic Act No. 7227, as Amended by
Republic Act No. 9400, Tnside the Clark Freeport Zone™; and

All other laws, acts, decrees, orders amd 1ssuances or provisions thereof inconsistent
with any of the provisions of this Act are hereby repealed or modified accordingly.

SEC. 55. Effectivity. — This Act shall take eifect fifteen (15) days following its
publication in the Official Gazeite or in a newspaper of generai circulation.

Approved,
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House of Represeniatives
Quezon Crty, Metro Manila

Fifieermth Congress
First Regilar Sesqon
MINUTES OF THE MEETING OF THE COMMITTEE ON WAYS AND MEANS

HELD ON MAY 24, 2071, 530 A M., RDLANDD ANDHRY A AALL, HOUSE OF
REPRESENTATIVES, QUEZORN CITY

L GUESTS/RESOURCE PERSONS

1. BExec. Dir. Danta Sy DOF-NTRC
2. Minam Tabarara DOF

3. Exec. Director Lucita Rayes BOI

4. Aily. Elyjean Porioja B

5. Aftty. Madei Almazora 80|

6. Afty. Juaniic Balbasto BIR

7. Alty. Heli Tiu BIR

8. Atfty. Robert Bernardo BIR

8. Ms. Concapcion Simeon DTi
10.Elmer 8. Lucerc £l

11. Atty. Ruel Cabigting BCDA

12. Mr. Jon Policarpic . BCDA
13.Mgr. Ronnie Yambao SBMA
14_5r. Dep. Admn. Stafan) Saio SBMA
15, Atty. Ruel John Kabigting SBMA
16. Ms._ L evy Vivenie SBMA

17, Alty. Jules Riego AmCham
18.Ms. Fleur-de-lis Nadura AmCham
16. Mr Charlie Gorayeb CREBA
20 Mr. Oscar Baitera Philexport
21.Ms. Flordeliza Laong Philexport

1i. CALL TO ORDER

Chairman Hemmilando |. Mandanas called the meating to order at .52
a.m.. Upon motion of Rep. Georpe P. Amaiz, duly seconded by Rep. Jany P.
Tredias, the roll call was dispensed with. The reading of the Minuies of tha
meeting dated May 17, 2011 was dispensed wiith and the same was approved
upon motion of Rep. Susana A. Yap. The Chairman acknowiedgad tha presance
of the Committes Mambers, guasts and resourca persons, and then proceedsd
with the dsliberation of tha lagislative measures in the Agenda.



i REFERHAL TO THE SUB-COMMITTEES FOR MOTU PROPRID
INVESTIGATION OF REVENUE PERFORMANCE AND OTHER TAX
RELATED ISSULES:

Chairman Mandanas enjoined the various subcommitiees of the
Committee on Ways and Msans to conduct public hearings in aid of lagislation
on the land Transportation Office {LTO). Land Registration Authority (LRA),
Buraau of immigration (B), Dapartment of Finance- Bureay of Treasury {DOF-
BoT), Depariment of Foreign Affairs (DFA), Overseas Workars Wetfare Althority
(OWWA)}, Philippine Overseas Employment Administration (FOEA), Philippine
Amusemsnt and Gaming Corporation (PAGCOR), tha Postal Corporation,
Philippine Commigsion on Good Govemment (PUGG) and the Coco lzvy fund,
Value-Added Tax (VAT) of local govemiment units {LGls), the allegaed smuggling
of petroleum products, and other anf-smuggling measuwes. The matter of
Common Carriers Tax and the Rea) Estate Insurance Trust {(REIT) will howsver
be discussed in the Joint Congressional Oversight Committes (JCOC), in its
forthcoming meeting.

Hi. APPROVAL OF THE SUBSTITUTE BILL 76 :

1.} HOUSE BILL NOS. 838: The Investments And Incentives Code Of The
Phitippines {Rep. Susan A, Yap); '

2.3 HB 3162° An Act Rationalizing The Gramt And Administration Of Fiscal
And Non-Fiseal Incentives, And For Other Purposes {Rep. Gloria
Macapagal-Arroyo?;

3)  HB 4152 An Act Rationalizing The Grant And Administration Of Fiscal
incentives For The Promofion Of Incantives And Growih And For Other
Purposes {Rep. Feliciano Baimonte, Jr.);

4.)  HB 4402 An Act Creating The Investments And Incentives Code Of The
Philippines {Rep. Albent 8. Garcia)

Chairman Mandanas informad the body that the Committes had prepared
a substitute bill 1o House Bili No. 938 by Rep. Yap which js a reflled version of
the 14" Congress approved Fiscal incentives Bill, HB 3182 of Rep. Macapagal-
Amoyo, HE 4152 of Speaksr Belmonte and HB 4402 of Rep, Garcia. He
highlighted some featurss of the measuwras which include: enhanced incentives
for exporters, rationaiized incoma tax hofiday (ITH), the number of years of
affectivity of the iTH, Board of Investments {BOI} as the incertives giving body,
among other feaiures of tha four measuras.

Executive Director Lucita Reyes of BOI presented a power-point
presentation: “Cost Benefit Comparison Of Incoms Tax Heliday And Benefits
Ganerated For The Period 2004 To 2007*. Sha expounded that tha study they
are presenting compares the incentives granted by BOlregistered entarprises
particutarly on the ITH wversis ihe benefits tha incentives will generate,
empioyment opporiunitias, foraign Cuiency revenuas, iEx revenuss generated
from tha export enterprises, with tha end in view of datammining if such mcentives
wili pioduce worthwhile retumis for the country. She anumerated four factors in

the Cost Benafit Analysis the BO! conducted: 1} Investmant- otal_working -
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capital, capital sxpendituras, pre-operating expenses and other asseis of
registered projects; 2.3 Labor Generated-employmant figures as feported by the
firms based on their jatest ITH; 3.} Export Saies- aggragais foreign-denominated
saies of export orientad entamnses during their ITH avaiimant penods; 4.) Taxes
ana Licenses Paid- total actual iaxes and licenses excluding withholding tax paid
by the fims (composad mainty of taxas paid 1o loca govemment) durng their
ITH avaiiments. Shs informed the body that the study was conducted using data
on the actual amounis of ITH granied for the paricd 2004 o 2007. The
enterprises weare separated by market orientation, wheiher expart or domestic-
onented, and aggragated by industry type. The firms wara further grouped inta
three: Projects registered under £.0. 226; Infrastructure projects: Projects
registared under the mandatory inciusions. With the following listed firms:
Registared- 487; Number of Projacts- 582; 1TH granted PhP 82, © Billior;
investments- Php 810.34 Bilion; taber generated- 203, 760; Taxes & Licenses-
Php 9.34 Billion: Export Sales: USD 16.48 Billion and Php 808.19 Bitlion, there is
approximately Php 12 .88 worth of investmsnis par Php 1.00 of ITH. Around 15 24
of the fotal ITH is paid by availors as taxes and licensas during their raspactive
avallmant periods. The taxes and licenses dp net factor in the withholding taxas
cdue on the salares and wagas paid to the employees by tha BOitegistersd
enterprises, which would further reduca the revenus Toregone by the
Govemment She added that the amount of export revanuss generated by tha
ITH availors also far exceed he tota! amount of ITH that has been grantag,
equivaiant approximataly to Php 14.41 export sales par Php 1.00 of ITH. Insofar
2% projects are concemad, projects entitlad to ITH: 781 in 2006; 887 in 2007,
whicioas projects that availed of JITH are 300 in 2008 and 354 in 2007
Comparing- across catsgonias, the bulk of the total ITH granted was availed by
Infrastructurs  Projects at 74 %, power generating plants at 55 % which are
necassary o support continued growih and development. She axpounded that
the buk of investments ara compased of infrastructurs projects &t 81 %, BOT
projects at 42 % of total investments. The ratio is Php 14.04 of investment per
Php 1.00 of incentive, a larga gain with relatively small trage-oifs consxiering the
necessity of such projects and the inability of tha Nationai Gevemment tc
undertake them. in the data for labor generation, the Printing and Pubiishing
se8ctor was not considered since there is only 1 firm in the said sector coverad by
the study. The highest ITH avaiment in the power ganeration sector iNciuda
Team Sual Corporation at {Fhp 4.9 Billion, San Rogue Power Corp. at Php 462
Blllion and the CE Casecan Water and Enepy at Php 4.40 Billion. BOT projects
thai registerad the highest investments arg Mayniladt Water Sarvicss, Inc. at Php
180 Billon; Manila Water Company at Php 85. 2 Bilion and Mania North
Tollways at Php 33.25 Bilion. In the area employment generation, 1T and BOP
fms with the highast amployment ganeration are Sykes Asia at Php 10, 433
Biiliori Telus International Phils. at Fhp 6, 799 Billion and Advanced Contact
Soiutions at Php 5, 982 Billion,

Atly. Tammy Lipana of Philippina Chamber of Commarce and [ndustry
{(PCC1), informed the body that the PCC! finds the version of Rep. Yap
accapiable, and that in the Senate, it is the version.of Serator Villar that they
agrae with.
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Mr. Oscar Bamrera of Philexpon, likewisa informead the Commitiee that thay
are ajso in favor of the version of Rep. Yap and Rep. (Garcia. They also
requested if a provision that would give to new entranis, tha incentive of getiing
a rafund on their iax credit right-away. Chairman Mandanas responded that the
Implamenting Rules and Regulations {IRR) will izke care of that because 4t this
tima, tha Commiitaa is not changing the definition of "expoitars”. Ha added that
he was also for tempering iha inceniives in view of the DOFs concem on how ic
curb the revenue deficit. Furthar, thai incentives aiready given will not ba taxken
back.

Upon request for his commants, Exec. Dir. Danie Sy manifasiad that they
are in agreement the B!, in giving incentives to exportars, investments in
strateqic and in least davaloped areas [LDAs). DOF is howsver not amanabla o
giving incantives to dornestic enterpnsgs, bacause they are nol giobally
competitive for exporis, whils on the othemand, they have the advaniage of
being exposed in the local market, depending on their location. He added that
DOF was not amenable to giving 17 1o housing projects, and to the power sector
because despiie the incentives, powar rates ara still high. He however staied that
the DOF will submii its comments and spacific proposad amendiments to the said
substiiae Dili.

The representative of tha Joint Foreign Chambers, Atly. Yzraal Pineda,
made the obsarvation that whilo foreign owned companies have an axport
threshold of 70%, domesiic corporations have a lower threshold of 50%, and thai
ff these thresholds are breached, only then will these locators be entitied o the
wll incentives, otherwise, the entire export sales will be subject to corporale
incoms tax. In the case of PEZA, 1t is only the excass, that is subject to corporaie
ncome tax. Dir. Sy agreed with this obsarvation, stating that BIR has difficulty in
delineating between local and foraign firms and tharefore, the proposal was to
lax the entire income and not only the axcess.

Exec. Dir. Reyos, however informad the body ihat it is pracisely the
reason for the need to rationallze the parameaters, making thas thrashoid 70 % for
beoih foreign and domestic entorprises. if they hurdla the said threshold, then
these firms are entitled to the full {ax incentives. Upon guery by the Chairman, i
the Joimt Foreign Chambers has any comment on the thrashold of 70 % which
would tharefore antille the invesior to the same tax incentiva on the balance of
tha 30% domestic sales.

Rep: Rufus B. Rodrigues, manifested an amendment to the Saction 25 of
the substitte bili to read as foliows: “xxx Section 25. lncenptives for Registered
Dormastic Enterpiiaes in Mindanao and in the Thirlly Poorest Frovinces oulside of
Mindanao or Less Developed Areas (LDAS). — Registered domastic anterprises
lecatad in LDAs shall hava the following incentives: oed. He axplainad that
aranting such incantives to Mindanao will give it a chance o succead. He notad
that while ten percant oui of the thirly parcent of the budgast for tax administration,
Mindanao is able to conirdbute io the Governmant twanty percent of its
resolurces. Hence, thara iz a need 1o taka effadtive action and maka Mindanao 2n
invasiments daslinatior. Upon clarification by ithe Chairman, Rep. Rﬁdnguﬁz
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informad the body that it will be the andre Mindanao, regardless of whether ithere
are poor or rich provinces in the regimn.

Rep. Roman 7. Romulo inguired from Rep. Rodriguaz i the amendmani is
the best way that Mindanao can be propefied towards economic devslopment?
iZhmirman Mandanas commandad tha passion of Rap. Rodiguar in pushing for
Mindanao's welfars, but agreed that the cbservalion raised by Kap. Romulo was
a good point, bacause tharg may be other ways in which 0 help Mindanao,
through other laws. rle opined that the Cede that is being drafisd is 1o have a
framewaork that will narmoniza all invasiments incentives. Rep. Rodriguez opined
that perhaps, thare could be other incentives that will benefit Mindanao.

Rep. Decgracias 8. Ramas inguired frem the body if # would aiso be
possibie 1o giva tha same incantives to the Bicol Region. Ha than inquirad as o
what was the basis for determining tha 30 poorest provinces, to which Rep.
Reodriguez repliad that it was the MNational Statistics and Coordination Board
(NSCB}, that conducts a cansus every 3 years and tharaafiar deciares ihe official
hst of the 30 poorest provinces in the Coundry. Rop. Tomas V. Apacible also
inquired if the propossed amandmant of Rep. Rodriguaz would covar the entire of
Mindanao? Rep. George P, Amaiz on the other hand suggesied thai an
additional saclion on Mindanso be addad to the substitute bil. Chainman
Mandanas then claiified that the subalituiz bill at hand was on tha rationahzation
of fiscal incentives and that the focus of amendmeaints should ba o harmonize al!
such incentives. He opined that if thare is a need to addilionally amend the
substitute bill, the same can te done ai planary. Thereaiter, upon motion of Kap.
ruoainguaz, the suostiiute bill, with amendmants io Sec. 25 and commities
amendments subjaci o style, was approved by the body.

. ADJOURMMENT
Thara being no other matiers o discuss, Chairman Mandanas adjourned

the meeting at 11:20 a.m.

| hereby cerlify 10 the correctness and accuracy of the foregoing minutas,

{BODMLALRICIO R, PULHIM
Legistative Commiltae Sacratary

MNoted by

(BE0.) HERMILANMDD 4. MAMDANAS
Chairman
Committes on Ways and Moans



FACT SHEET

A
HOUSE BiLL NO. 4933
(In Substitution of House Bill No. 838 3162, 4152 and 4402)

THE INVESTMENTS AND INCENTIVES CODE OF THE PHILIPPINES

introduced by REPS. SUSAN A YAP, GLORIA MACAPAGAL-ARROYQ, FELICIAND
BELMONTE, JR., NEPTALI M. GONZALES I, ALBERT S. GARCIA, HERMILANDO |
MANDANAS, TOMAS V. APACIBLE AND RUFUS B. RODRIGUEZ
Committee Referral: Commiftee on Ways and Means
Chairman: HERMILANDG |. MANDANAS
Committee Referral: Commiittee on Trade and industry
Chairman: ALBERT §. GARCIA

OBJECTIVES

« [0 greate a uniform policy on the gramt of fiscal incentives o investors by
conscidating and raticnalizing investment pricritias,

* 1o provide a formula that balances e need te attract investments through fiscal
incentives, while complying with the requirements of fiscal prudenice.

» To establish a framework that will encourage a stabie, predictabie and enhanced
Investment regime to Spur sustained economic growth and development in the
couniry.

KEY PROVISIONS

1. Mandates the Board of nvestments (BO), together with the nvestments Fromaotion
Agencies {IPAs), concemed govemment agencies and the private sector to
formutate the Investrment Priorities Plan {IPF}.

2. Grants tax incentives granted to the foliowing specific industries and areas of
investments;

A. Incentives for Registerad Export Enterprises. —
1. Income Tax-Based Incentive Options:

&  Income Tax Holiday (ITH) for six (6} years and thereafter, five percent
(5%} tax on Gross Income Eamed (GIE), in lieu of all national and local
taxes excepi real property tax (RPT) on land owned by private develapers,
for ningteen (19) years; or

b.  Five percent (5%) Tax on GIE. in lieu of all national and local taxes except
RPT on land owned by private developers, for twenty-five (25) years; or

¢ Fifty percent {50%) reduction from corporate income tax for a period of
twenty-five (25) years.



2. Value-Added Tax (VAT) and Customs Duties:
& Inside Economic Zones and Freepors:

1. Exemption from VAT and customs duty on importation of capital
equipment, and
2. Exemption from VAT and customs duty on importation of raw
materials.

b. QOuiside Economic and/or Freepon Zones

1. Exemption irom VAT and customs duty on imporation of capital
aquipment,

2. Exemption from VAT and customs duty on importation of raw materials
provided that such registered expon enterprise is operating a Customs
Bonded Manufacturing Warehouse (CBMW) or an accredited user of
A Customs Common Bonded Manufacturing Warehouse {CCBMW),
and

3. Refund of VAT and customs duty on importation of raw materials, if
not operating a CBMW or is nat an accredited user of a CCBMW.

Tax and Duty Free importation of Source Documents

Zero Percent (0%) Rate of VAT on the Sale by a Domestic Enterprise to a
Registered Export Enterprise

Exemption from Wharfage Dues

Employment of Foreign Nationals

Exemption from Local Taxes and Licenses

s
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B. Incentives for Registered Domestic Enterprises:
1. Income Tax-Based tncentive Options:

a. Income Tax Holiday (ITH) for a period of four (4) years, then ten percent
{10%) Corporate Income Tax (CIT) rate for ten (10} years if located in 1%
to 3" class municipalities; twelve 12 years if located in 4™ to 6% ciass
municipalities; or
Fifty Percent (50%) reduction from corporate income tax for a period of
fifteen (15) years;

43

2. VAT and Customs Duty Treatmenit on Importation of Capitai Equipment:

a. Exemption from customs duty on importation of capital equipment; and
b. Refund of VAT on importation of capital equipment.

Preferentiat Access to Financing and Acceptable Form of Collaterals
Assistance in the Preparation of Project Study
Employment of Foreign Nationals
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C. incantives for Domestic “Strategic” Enterprises which exhibit high social economic
retums and require large investments:

1. ITH for eight (8) years and then fifty percent (50%) reduction from corporate
Inceme tax for seventeen (17) years.
2. VAT and Customs Duty Treatment on tmportation of Capital Equipment.

a. Exemption from cusioms duty on importation of capital ncluding
censignment thereof, and '
b. Refund of VAT on importation of capital equipment,

D. Incentives for Registered Domestic Enterprises in Mingdanag and in the Thirty
{30} Poorest Provinces outside of Mindanao or Less Developed Areas {LDAs):

1. income Tax-Based Incentjve Options:

a. ITh for six (6) years then 10% CIT rate for nineteen (19) years; or
b. Five Percent (5%) Tax on GIE in lieu of all national and local laxes, except
RPT on land owned by private developers for twenty-five {25) years

2. VAT and Customs Duty Treatment on Importation of Capital Equipment;

a. Exemption from customs duty on impontation of capital equipment including
consignment, and
b. Refund of VAT an importation of capial equipment.

E. Special Reaity Tax Rate on Equipment and Machinery- A realty tax rate on civil
warks, equipment and machinery and other improvements by a registered
enterprises actually and exclusively used shall not exceed one and haif percent
(1.5%) of their original cost less accumulated normal depreciation or net bock value,

F. Incentives for Registered Enterprises- in Supply Chain Ciies-Registered
enterprises located in the supply chain cities shail be granted similar incentives to
registered export enterprises.

G. Vested Right - Any provision of (aw to the contrary notwithstanding incentives
granted to exisiing registered enterprises pursuant to teir cerlificates of fegistration,
contracts or agresments entered into with government instrumentalities/corparations
shail continue. to be legally binding in accordance with the terms and conditions
stated therein. . Provided, further, That, the registered enterprise may apt to bhe
govemned by the provisions of this Act, Provided however, That, only the remaining
unutiized incentives shall be granted to the said emterprise. In such case, said
enterprise shall be required to surerder its certificate of registration, which shalj be
deemed as an express waiver of their privilege to apply for and avail of incentives
provided in the incentives law, under which they were previously registered.



RELATED LAWS

4 Executive Qrder No. 226, series of 1987, otherwise known as *The Ommbus
Investments Code of 19877,

b. Republic Act No. 7916, otherwise Known as “an Act Providing for the Legal
Framework and Mechanisms for the Creation, Operation, Administration and
Coordination of Special Economic Zones in the Philippines, Creating for the Purpose
the Philippine Economic Zone Authority {PEZA), and for other Purposes (Special
Economic Zone Act of 1995)7

c. Presidential Decree No. 66, otherwise known as “Creating the Export Processing
Zone Autherity and Revising Republic Act No. 54907,

d. Presidential Decree NO. 529 (restored by FIRB Resolution 19-87), otherwise known
as “Geanting to Petroleum Exploratian Concessionaires under the Fetroleum Act of
1948 Exemption from Customs Duty and Compensating Tax on Impodations of
Machinery and Equipment, Spare Parts and Materials Required for Their Exploration
Operations”;

e. Presidential Decree No. 538, otherwise Known as “reating and Establishing the
PHIVIDEC Indusirial Authority and Making Its Subsidiary Agency of the Philippineg
Veterans Investment Development Corporation Defining Its Powers, Furictions and
Responsibilities, and for Other Purposes’;

§ Presidential Decree No. 705, otherwise known as the "Ravised Forestry Code™;

g. Republic Act No. 7844, otherwise known as “An Aci to Develop Exports as a Key
Towards the Achievement of the National Goals Towards the Year 2000 (Export
Development Act of 1894

h. Republic Act No. 7492, otherwise known as the “Philippine Mining Act of 19957,

i. Republic Act No. 8479, otherwise known as the "Downstream Oil Deregulation Act of
19987,

j. Republic Act No. 8550, otherwise known as “The Philippine Fisheres Code of 1988",

«  Proclamation No. 216, otherwise known as “Creating and Designating the Area
Covered by the Former Waliace Air Station and Contiguous Areas in Poro Point as
the Poro Point Special Economic and Freeport Zane and Transferring Lands to the
Baces Conversion Development Authority pursuant to Republic Act No. 7227,

i Proclamation No. 984, oiherwise known as “Creating and Designating the
Municipality of Morong, Province of Bataan, including the Area of Philippine Refugee
Pracessing Center Complex {PRPCC} as the Morong Special Economic Zone
pursuant to Republic Act No. 7227 and transferring the land comprising the PRPCC
io the Bases Conversion Development Authority (BCDA)",

m. Executive Order No. 528, senes of 2006, Amending £xecutive Order No. 31, serfies
of 2004, “Reducing the Rates of Duty on Capital Equipment, Spare Parts anc
Accessories Impoited by BQl-regisiered new and Expanding Enterprises”,

n. Republic Act No. 7903, ntherwise known as “Zambeanga City Spectal Economic
Zone Act of 19957,

0. Executive Order No. 619, atherwise known as “Creating and Designating Special
Economic Zones Pursuant to Republic Act No. 7916, as Amended by Republic Act
No. 8784, in Relation to Republic Act No. 7227, as Amended by Republic Act No.
9400, Inside the Ciark Freeport Zone”,
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. Repubilic Act No. 8281 entitled, “An Act to Strengthen Agriculture and Fisheries
Modemization in the Philippines by Extending the Effectivity of Tax Incentives and its
Mandated Funding Support, Amending for this Purpose Sections 109 and 112 of
Republic Act No. 84337,

. Republic Act No. 7156, otherwise known as “An Act Granting Incentives to Min-
Hydro Electric Power Developers and for other Purposes (Mini-Hydroelectric
Incentive Act)”;

Presidential Decree No. 1174, othefwise known as "Promulgating an Act o Promote
an Accelerated Exploration, Development, Expigitation, Production and Utilization of
Ceal’;

Presidential Decree No. 87, otherwise known as “An Adt 1o Promote the Discovery
and Production of Indigenous Petroleum, and Appropriating Funds Therefor™,
Presidential Decree No. 1442, as restored by FIRE Resolution 15-87, otherwise
known: as “An Act to Promete the Exploration and Development of Geothermal
Resources”, and

_ Republic Act No. 8295, Entitled "An Act Prometing the Development of Philippine
Domestic Shipping, Shipbuilding, Ship repair and Ship Rreaking, Ordaning Refarms
in Govemment Policies Towards Shipping in the Philippines and for other Purposes’





