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THE HONORABLE SPEAKER AND
THE LADIES AND GENTLEMEN OF
THE HOUSE OF REPRESENTATIVES
ln accordance with my firm commitment to uplift the lives of the Filipino people
and pave the pat! prpgorlomic recovery and inclusive growth, I sign into law Republic
Act (RA)
, entitled "AN ACT REFORMING THE CORPORATE
INCOME TAX AND INCENTIVES SYSTEM, AMENDING FOR THE PURPOSE
sEcTloNs 20,22,25,27,28,29,34, 40, 57,109, 116, 204 AND 290 0F THE
NATIONAL INTERNAL REVENUE CODE OF 1997, AS AMENDED, AND
CREATING THEREIN NEW TITLE Xlll, AND FOR OTHER PURPOSES," or the
"Corporate Recovery and Tax lncentives for Enterprises (CREATE) Act."

No IIDil{

I. GENERAL COMMENTS

After more than twenty years of deliberations on the countless versions filed in
Congress, corporate income tax reform and fiscal incentives rationalization has finally
come to fruition. lt comes at an opportune time, since it will serve as a fiscal relief and
recovery measure for Filipino businesses still suffering from the effects of the COVID19 pandemic.

This Act lowers the highest ASEAN corporate income tax rate of thirty (30)
percent to twenty (20) percent for micro, small, and medium enterprises (MSMES) and
twenty-five (25) percent for other corporate taxpayers. lt also plugs tax leakages
through the rationalization of the flscal incentives granted to our investors, and shifts
the administration of such incentives towards a system that is performance-based,
targeted, time-bound, and transparent.

We thank the legislators of the 18th Congress for this monumental
breakthrough, particularly the Chairpersons of the House Committee on Ways and
Means and the Senate Committee on Ways and Means, and the capable leadership
of both Houses of Congress.
II. DIRECTVETO

To ensure that the objectives of this vital piece of legislation is achieved, I
invoke the power vested in me by Article Vl, Section 27 (2) of the Constitution, which
provides that "the President shall have the power to veto any particular item or items
in an appropriation, revenue, or tariff bill," and hereby register the following line-item
vetoes to this bill:

TTIE PRESIDENT OF TIIE PHILIPPINES

A. lncreasing the value-added tax (VAT)-exempt threshold on sale of real
property
I am constrained to veto item (P) of the amended Section 109 of the National
lnternal Revenue Code of 1997, as amended (l'ax Code), under Section i2 of this Act,
to wit:

"(P) Sale of real properties not primarily held for sale to customers or held
for lease in the ordinary course of trade or business or real property
utilized for low-cost and socialized housing as defined by Republic Act
No. 7279, otherurise known as the'Urban Dovelopment and Housing Act
of 1992', and other related laws, residential lot valued at Two million five
hundred thousand Pesos (P2,500,000.00) and below, house and lot, and
other residential dwellings valued at Four million two hundred thousand
Pesos (P4,200,000.00) and below: Provided, That beginning January 1,
2024 and every three (3) years thereafter, the amounts herein stated shall
be adjusted to present values using the Consumer Price lndex, as
published by the Philippine Statistics Authority (PSA)";
Under the Tax Code, as amended by the TRAIN Law, the sales of house and
lot and other residential dwellings valued at not more than P2.5 million shall be VATexempt. The exemption is targeted to provide relief to buyers of socialized housing
and base-level economic housing. The amendment in the CREATE Act increases the
VAT{hreshold to up to P4.2 million. ln effect, this will benefit even those not originally
targeted for the VAT-exemption-those who can actually afford proper housing. This
results in a tax exemption that is highly distortive and exacts a heavy price on the
taxpaying community. The provision is also prone to abuse, as properties can be
parceled into lots so that their individual values fall within the VAT-exempt threshold.

lf not vetoed, the estimated revenue loss from the foregoing is P155.3 billion
from 2020 to 2030, which could be used in public goods to benefit the poor directlyB. 90-day period for the processing of general tax refunds
For being administratively impracticable, I am constrained to veto the whole of
Section 14 of this Act, to wit:

"SEC, 14. Section 204 of the National lnternal Revenue Code of 1997, as
amended, is hereby further amended to read as follows:
"SEG. 204. Authority of the Commissioner to Compromise, Ahate,
and Refund or Credit Taxes. -The Commissionet may "(A) x xx
"(B) x xx
"(C) Gredit or refund taxes erroneously or illegally received or
penalties imposed without authority, refund the value of internal
revenue stamps when they are returned in good condition by the
purchaser, and in his discretion, redeem or change unused stamps
that have been rendered unfit for use and refund their value upon
proof of destruction. No credit or refund of taxes or penalties shall
be allowed unless the taxpayer files in urriting with the
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Commissioner a claim or refund within two (2) years after the
payment of the tax or penalty: provided, however, That a return
filed showing an overpayment shall be considered as a written
claim for credit or refund: Proyide d, furiher, That in proper cases,
the Commissioner shall grant a refund for taxes or penalties within
ninety (90) days from the date of complete submission of the
documents in support of the application liled: provided,
furthermore, That should the Commissioner find that the grant of
refund is not proper, the Gommissioner must state in writing the
legal and factual basis for the denial: Provided, finally,Thatin case
of full or partial denial of the claim for tax refund, the taxpayer
affected may, lyithin thirty (30) days from the receipt of the decision
denying the claim, appeal the decision with the Court of Tax
Appeals."
While I laud the intention to improve tax administration, this provision is
administratively difficult for the Bureau of lnternal Revenue (BlR) to implement and
may cause delayed or erroneous processing of refund claims. The general form of tax
refund under Section 204 of the Tax Code, as distinguished from VAT refunds in
Section 1 12 of the same Code, requires a full audit of all internal revenue tax liabilities
and examination of the tax payments, books, and retums filed by a taxpayer. Aside
from this, the Tax Code itself requires the Commission on Audit to examine refunds.
Thus, it is incumbent upon the BIR to exercise utmost diligence in granting a general
tax refund. This is not possible within a g0-day period for all cases. I do not want the
BIR to be forced to choose between only two (2) awful choices: grant tax refunds
haphazardly, or deny an application outright considering the short period given to the
BIR to process the same and then have the taxpayer go to court with his refund being
unnecessarily delayed. Thus, while imposing a hard deadline may appear good on
paper, the actual experience in the conduct of a full audit in general tax refund will
either cause damage to the government if the BIR acts haphazardly, or cause more
delays to the prejudice ofthe taxpayers if the BIR chooses the more convenient option
of simply denying applications given the time constraints. As alternative, I suggest that
the legislature, the Department of Finance, and the BlR, come up with mechanisms to
streamline the process of tax refunds in a separate tax administration bill.
C. Definition of investment capital
am constrained to veto item (g) ofthe new Section 293 of the Tax Code under
Section '16 of this Act:
I

"(g) rnvestment capital refers to the value of investment indicated in
Philippine currency, excluding the value of land and working capital, that
shall be used to carry out a registered project or activity, except that land
shall be included as investment capital for registered real estate
development. lnvestment capital may include the cost of land
improvements, buildings, leasehold improvements, machinery and
equipment, and other non-current tangible assets;"

The term "investment capital" is relevant in determining which registered
projects or activities shall fall within the approving jurisdiction of the Fiscal lncentives
Review Board (FIRB). To ensure that currently operational administrative processes
are not unduly disturbed, I prefer that we adopt the measures now used by investment
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promotion agencies to determine the scale of an investment. Excluding land and
operating expenses from the measure of an investment's total scale may ilso lead to
an underestimation of our investment promotion performance.
D. Redundant incentives for domestic enterprises
I am compelled to veto portions of the new Sections 294,295, and 296 of the
Tax Code, under Section 16 of the CREATE Act, to wit:

1. The proviso in the first

paragraph of Section 294 (B):

"domestic market enterprise with a minimum investment capital of
Five hundred million Pesos (P500,000,000.00), and domestic market
enterprise under the Strategic lnvesknent Priority Plan engaged in
activities that are classified as 'critical,"'

2.

The second paragraph in Section 294 (B):

"The domestic market enterprise under the Strategic lnvestment
Priority Plan engaged in activities that are classified as 'critical'shall
refer to those enterprises belonging to industries identified by the
National Economic and Development Authority to be crucial to
national development."

3.

The following provisos in the fourth paragraph of Section 294(8):

"the national government share shall be three percent (3%) of the
gross income earned effective July 1, 2020: Provided, further, Thal"
Provided, finally, That the share of the local government unit which
has jurisdiction over the place of the registered activity of registered
business enterprise outside ecozones and freeports shall be two
percent (2%) and shall be directly remitted by the registered business
enterprise to such local government units."

4.

The words ", domestic market enterprise," and "critical" on the second line
of the first paragraph of Section 294 (C)

5.

The proviso in the first paragraph of Section 295 (B):

"the domestic market enterprise with a minimum investment capital
of Five hundred million Pesos (P500,000,000.00), and the domestac
market enterprise engaged in activities that are classified as 'critical,"'

6.

The proviso in the first paragraph of Section 296 (A):

"and for domestic market enterprise under the Strategic lnvestment
Priority Plan engaged in activities that are classified as 'critical"'

7.

The provisos "not classified as critical" and "special corporate income tax
or'' in the first paragraph of Section 296 (B).

8.

The second paragraph of Section 296 (B):

Page 4 of 9

'Provlded, That only domestic market onterprise, which has an
investment capital of not less than Five hundred million pesos
(P500,000,000.00), shall be eligible for the special corporate income

tax rate."

9.

The line "and critical domestic market activities" in the fourteenth paragraph
of Section 296 (B).

10.All mention of "/SC|T" in the table after the phrase "For domestic market
activities:".
The special corporate income tax (SCIT) rate for domestic market enterprises,
which is in lieu of all local and national taxes, is redundant, unnecessary, and weakens
the fiscal incentives system. Domestic-oriented enterprises are market-seeking
enterprises or enterprises that invest in selling goods and services to a market where
viable demand exists-with or without tax incentives.

Tax incentives for domestic market enterprises are only justified to the extent
that they yield measurable net benefits to the economy. I find that the generous,
targeted, and performance-based enhanced deductions to domestic activities in
priority sectors or industries under the CREATE Act are already sufficient incentives
for the purpose.
Contrary to a common misconception that denying domestic enterprises the
SCIT is tantamount to abandoning our own local businesses to fend for themselves,
vetoing the subject provision is actually for the benefit of all local businesses. lt must
be emphasized that only registered business entities are proposed to be entitled to
SCIT. Thus, local and homegrown firms that are not registered firms, which make up
most of our MSMES, will have to pay more taxes than registered firms. The latter would
then have more legroom to reduce prices, secure more contracts, and ultimately take
over the market and put our MSMES out of business. ln actuality, this line item veto
will effectively level the domestic playing field and provide only the most generous
incentives during the most critical times [e.9., income tax holiday (lTH) during start-up
years]. After ITH expires, performance-based incentives, specifically the enhanced
deductions, will become available. All of these ensure that extended tax savings are
matched with targeted spending (e.9., direct labor and research and development) and
not awarded outright which is the case if SCIT is extended to them.

E. Allowing existing registered activities
same activity

to apply for new incentives for the

I am constrained to veto the following provisions under the new Section 296
the Tax Code under Section 16 of this Act, to wit:

of

lines "a new set of' and "and its period of availment, granted under
Sections 294 and 296 of this Act, respectively" in the second paragraph of
Section 296 (A).

1. The

new set of' and "and its period of availment, granted under
Sections 294 and 296 of this Act, respectively" in the third paragraph of

2. The lines "a

Section 296 (B).

Page 5 of 9

3.

"and may still be extended for a certain period not exceeding ten
(10) years at any one time" in the fourth paragraph of Section 296 (B). Th,e line

Allowing an additional fourteen (14) to seventeen (.,l7) years of incentives and
another ten (10) year-edension for the same activity on top of the original period of
incentives enjoyment is fiscally irresponslble and utterly unfair to the ordinary taxpayer
and to unincentivized enterprises. Registered business enterprises interested in
further enjoying incentives must engage in new activities or projects incentivized in the
Strategic lnvestment Priority Plan. My principle on this matter is simple: only new
activities and projects deserve new incentives.
F. Limitations on the power of the FIRB
I am constrained to veto the proviso under the new Section 297 of the Tax Code
under Section 16 of this Act, to wit:

"The functions of the Fiscal lncentives Review Board under Sections 297
(A) (1) and (5), (E), (G), (H), (J), and (K) shall be exercised in relation to the

grant of tax incentives to registered proiects or activities with the total
investment capital of more than One billion Pesos (Pl,000,000,000.00) as
provided herein."
The primary role of the FIRB in the fiscal incentives system of the Philippines is
to exercise policy-making and oversight functions on all registered business
enterprises and investment promotion agencies. Section 297 (B) is clear that the
power of the investment promotion agencies to grant incentives only stems from a
delegated authority from the FIRB.

Corollary to this, the current practice of granting incentives without a regular
impact analysis conducted and without regard to the final cost to the government is
unacceptable, given our economic aims under the CREATE Act. Consistent with the
theme of the "Tax lncentives Management and Transparency Act (TIMTA)"
emphasizing fiscal accountability and transparency in the grant and management of
tax incentives, the oversight functions of the FIRB will ensure the proper grant and
monitoring of tax incentives, as well as assure Filipinos that in every peso invested,
we get our tax's worth. These powers must remain plenary over those of the
investment promotion agencies.

The concern that the FIRB oversight will result in inordinate delays is highly
speculative. Even with the veto of the foregoing provision, the investment promotion
agencies retain the delegated power to grant incentives up to a certain threshold
amount. The FIRB does not create another layer in the approval process but is simply
granted the authority to check whether the incentives granted by the investment
promotion agencies conform to the overarching aim of the reform to modernize our
incentive system into one that is performance-based, targeted, time-bound, and
transparent. The oversight power of the FIRB supports its policy-making function since
analyzing important data on all granted incentives is crucial in crafting sound,
sustainable, and fiscally responsible incentives policy.
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G. Specific lndustries mentioned under activity tiers

I am compelled to veto the provisions in the new Section 296 (B) of the Tax
Code, under Section 't 6 of this Act, to wit:

1.

The ninth paragraph ofSection 296 (B)

"These activities shall include agriculture, fishing, forestry, and
agribusiness activities, including handicrafts intendod for export, and
energy; ecozone and freeport zone development; manufacturing of
medical supplies, devices and equipment, and construction of healthcare
facilities; facilities for environmentally-sustainable disposal of waste;
infrastructure; manufacturing and service industries that are emerging
resulting from innovation, upgrading or addressing gaps in the supply
and value chain; mass housing, as well as infrastructure, transportation,
utilities, logistics and support services; the provision of cybersecurity
services; and planned developments that use technologies and digital
solutions that are crucial to the country's development;"

2.

The twelfth paragraph of Section 296 (B)

"These activities shall include agriculture, fishing, forestry, agribusiness,
and other activities and services that indispensably require the
employment of knowledge processing, modern science; data analytics;
creative content; engineering; state of the art technologies; technologies
that are available in other countries but are not yet available or widely
used in the Philippines; and research and development in the process of
production of goods and services, resulting in demonstrably significant
value-added, productivity, efficiency, breakthroughs in science and
health, and high-paying jobs and manufacturing of FDA-approved
investigational drugs, medicines and medical devices."
On the one hand, there are industries in the enumeration that either do not merit
support through incentives or are expected to become obsolete in the short{erm. On
the other hand, there might be economic activities in the mid- to long-term that need
to be prioritized and granted tax incentives which are not captured in the current
enumeration. The CREATE Act must be kept flexible to be able to keep up with the
changing times. Activities and projects should not be hard coded in the law so that we
do not keep on incentivizing obsolete industries and close our doors to technological
advances and industries of the future.

H. Provision granting the President the power to exempt any investment
promotion agency from the reform
I am constrained to veto the following provisions under new Section 301 of the
Tax Code under Section 16 of this Act:

"The President may, upon request of an lnvestment Promotion Agency,
exempt the latter from the coverage of the provisions of Title Xlll of this
Code with respect to the review and approval of applications for
incentives, or modify the policy on thrcsholds for Fiscal lncentives
Review Board approvals, pursuant to Section 297, should any of the
following conditions exist:
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(a) When incentives system provided herein cause a significant,
demonstrable, and attributable damage to the performance of an
lnvestment Promotion Agency;

(b) When it is reasonably evident that the incentives granted are no longer

adequate, necessary, or appropriate;

(c) When there is need to modify incentive privileges
technological, economic, and social changes; or

in the light of

(d) When there is need to rodesign the tax incentive schemes to obviate
unemployment and avoid economic and social dislocation;

'Provided, That the abovementioned requesl is approved by a majority
vote of its governing board:
Provided, further, That such request is supported by a cost-benefit
analysis reviewed by the Fiscal lncentives Review Board, and other
quantitative and qualitative evidence demonstrating the lnvestment
"

Promotion Agency's performance.

"Provided, finally, Thal the lnvestment Promotion Agency shall abide by
the incentives regime provided herein:"

The provisions allowing any future President the power to exempt an
investment promotion agency from the coverage of the CREATE Act disregards the
huge steps we have taken to rationalize our fiscal incentives system. lt could become
a highly political tool that could allow subsequent Presidents to dismantle decades of
studies, disregard discussions based on empirical evidence, and even subvert the will
of Congress itself. Fair and sensible public policy must bear the quality of uniform
application. Exempting any investment promotion agency from the CREATE Act,
which provides for transparency, accountability, and proper administration of tax
incentives may be used as an escape from the accountability measures
institutionalized in that law, and opens a wide path fordiscretion and capture by vested
interests.
l. Automatic approval of applications for incentives
I am constrained to veto the proviso under the new Section 297 (B) of the Tax
Code, to wit:

"Provided, finally, that lhe application for tax incentives shall be deemed
approved if not acted upon within twenty (20) days from the date of
submiseion of the application and complete relevant supPorting
documents to the Fiscal lncentives Review Board or the lnvestrnent
Promotlon Agency, as the case may be."
The automatic approval of applications runs counter to the declared policy to
approve or disapprove applications based on merit. The core of the reform is to
develop a performance-based tax incentives system. The FIRB or the investment
promotion agencies, as the case may be, should be allowed to carefully review the
application for tax incentives since these are privileges granted by the State. This
important function should not be sacrificed for the sake of expediency.
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Moreover, concerns over inaction can be addressed by the Ease of Doing
Business and Efficient Government Service Delivery Act of 2018, which punishes the
failure to render government services within a prescribed time.
III. CLOSING STATEMENT

Crucial portions of the CREATE Act were intended to be emergency tax relief
for struggling enterprises, but we must not lose sight of this reform's long-term
objectives. As fiscal resources will be much needed for the government's economic
recovery efforts, we must keep this reform's provisions reasonable and not redundant.
The CREATE Act will be the guiding document for much of Philippine business
and industry over the next decades. With over P600 billion in tax relief for job creation
in the next five years, we lay our faith and invest in Filipino businesses for them to
reinvigorate the economy, create more quality jobs, and generate more revenues for
the government to tide us along these trying times.
Very truly yours,

Copy furnished:
SEN. VICENTE C. SOTTO III
Senate President
The Philippine Senate
Pasay City
SEC. ADELINO B. SITOY
Head, Presidential Legislative Liaison Oflice
2/F New Executive Bldg., Malacafiang, Manila
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AN ACT REFORMING THE CORPORATE INCOME TAX
AND INCENTIVES SYSTEM, AMENDING FOR THE
PURPOSE SECTIONS 20. 22, 25, 27, 28, 29, 34, 40, 51,

I

I

109, 116, 204 AND 290 OF THE NATIONAL INTERNAL

REVENUE CODE OF 1997, AS AMENDED, AND
CREATING THEREIN NEW TITLE XIII, AND FOR
OTHERPURPOSES
Be

it

enqcted by the Senate and House of Represenlatives of the
Philippines in Congress assenbled:

SEcrIoN l. Short Title. - This Act shall be known as
"Corporate
the
Recovery and Tax Incentives for Enterprises
AcC' or "CREATE".
SEc- z. Declaration of Policy. - It is hereby declared the
policy ofthe State to develop the national economy towards global
competitiveness by implementing tax polici.es instrumental in

t
2
3

attracting investments, which will result in productivity

enhancement, employment generation, countywide ievelopmeni
and a more iaclusive economic growth, while at the same
tine maintaining frscal prudence and etabitity.

pextinent i-nformation on the entities receiving
ircentives under this Code: Prouid.ed., howeuer,
That the Secretary and the relevalt offrcers handling
such specific i::formation shall be covered by the

?o achieve these objectives, the State 6hall:

provisions of Section 270 unless the taxpayer
consents in writing to such disclosure.

(a) Improve the equity and efiiciency ofthe corporate tax
system by lowering the rate, widening the tax base, and red.ucing

"(Q Report to Ouersight Committee. - The
Commissioner shall, with reference to Section 204

tax distortions and lealages;

of this Code, submit to the Oversight Committee
referred to in Section 290 hereof, through the
Chairpersons of the Committees on Ways and
Means ofthe Senate and House ofRepresentatives,
a report on the exercise of tris powers pursuant to
the said Section, every six (6) months of each

(b) Develop, subject to the provisions ofthis Act, a more
responsive and globally-competitive tax incentives regime that
is performance-based, targeted, time-bound, and trans[arent;

(c) Provide support to businesses in their recovery from
unforeseen
events such as an outbreak of eommunicable
diseases or a global pandemic, and strengthen the nation,s
capability for sirnilar circumstances in the future: and
(d) Create a more equitable tax i-ncentive syst€m that

.--allow for
will
inclusive growth and generation of jobs and
opportunities in all the regions of the country, u.rd ur"rr""

access and ease

in

the grant ofthese incentives especially for

applicants in least developed areas.
SEc.

3. Section 20 of the National Internal Revenue
further amended to read.

Code of 1997, as amended, is hereby
as follows:

"SEc.

20.

Submissinn of Report and pertinent

Informatinn by the Commissinner.
"(A)

-

xxx

"@) Submission of Tax-Related. Int'ormatinn
Finon e. - The Com.nis-cioner
shalI, upon the order of the Secretary ofFinance
specifically identifying the needed information and
justfication for such order in relation to the graDt of
incentives under Title XIII, furnish the Secretary
to thE Department of

calendar year."
SEc.

4. Section 22 of the National Internal Revenue

Code of 1997, as amended, is hereby
as

further amended to read

follows:
"SEC. 22. Definitions
(A)

- xxx

xxx

"@) The term 'corporation' shall include one
person corporations, partnerships, no matter how
created or organized, joiat-stock companies, joint
accounts (cuentas en participacion), associations,
or insurance companies, but does not include

general professional partnerships and a joint
rrenture or consortium formed for the purpose of
undertaking construction projects or engaging in
petroleum, coal, geothermal and other energy
operations pursuant to an operating consortium
agreement under a service contract with the
Government.'General professional partnerships'
are partnerships formed by persons for the sole
purpose of exercising their common profession,
no part of the income of which is derived from
engaging

il

any trade or business.

4

xxx.
SEC.

subject to a.n income tax of twenty percent (20%)
on the total amount thereol Prouided, howeuer,
That royalties on books as well as other literary
works, and royalties on musical conpositions shall
be subject to a fiual tax of ten percent (107o) on
the total amount thereof: Prouided, further, That
cinematographic films and similar works shall be
subject to the tax provided uader Section 28 of
this Code: Prouided., furthermore, That interest
income from long-term deposit or investment
in the form of savilgs, common or i,ndividual

5. Section 25 of the National Internal Revenue
further amended to read

Code of 1997, as amended, is hereby
as

follows:
"SEc. Zb. Tax
In

d.ioidual.

oru

Nonresid,ent Alten

-

"(A)

xxx

"(1)

xxx

"(2) Cash and/or Property Diuidends from.
a Domestic Corporation or Joint Stock Company,
or Insurance or Mutual Fund Company or
Regional Operating Headqut rter or Multinational
Cornpany, or Share in the Distributable Net
Income of a Partnership (Except a GeneraL
Professional Partnership), Joint Account, Joint
Venture Tarable as a Corporotion or Association,
Interests, Roxalties, Prizes, and Other Winnings. Cash and,/or property dividends from a domestic
corporation, or from a joint stock company, or from
an insurance or mutual fund company or from a
regional operating headquarter of multinational
company, or the share of a nonresident alien
individuai in the distributable net i.ncome after tax
of a partnership (except a general professional
partnership) of which he is a partner, or the share
of a nonresident alien individual i-n the net income
aJter tax ofan association, a joint account, or a joint
venture taxable as a corporation of which he is a
member or a co-venturer; interests; royalties
(in any form); and prizes (except prlzes amounting
to Ten thousand pesos G10,000.00) or less which
shall be subject to tax under Subsection @)(1) of
Section 24) and other wimilgs (except win[in6s
aruountilg to Ten thousand pesos (P10,000.00) or
less from Pbilippine Charity Sweepstales Offrce
(PCSO) games which shall be exempt); shall be

trust funds, deposit substitutes, investment
management aceounts and other investments
evidenced by certficates in such form prescribed
by the Bangko Sentral ng Pilipinas (BSP) shall
be exempt from the tax imposed under this
Subsection: Prouided, finaLly, That should the
holder of the certificate pre-terminate the deposit
or investmert before the {ifth (5th) year, a final
tax shal1 be imposed on the entire income anil
shall be deducted and withheld by the depository
bank from the proceeds of the long-term deposit
or investment certificate based on the remaining
maturity thereof:
"Four (4) years to iess than five (5) years - 5%;

-

"Three (3) years to less than four (4) years
l2%; ard,
"Less than three (3) years

-

20%.

'13)
SEC.

6. Section 27 of the National Internal Revenue

Code of 1997, as amended, is hereby
as

further amended to read

follows:
"SEC.27. Rates of Income Tar on Domestic
Corporations. -

,1

"(A) In GeneraL - Except as otherwise
provided in this Code, an income tax rate of
twenty-five percent (25%) effective JuIy 1, 2020,
is hereby imposed upon the taxable income derived
duri-ng each taxable year from all sources within
and without the Philippines by every corporation,
as defined in Section 22@) ofthis Code and taxabie

ulder this Title as a corporation, organized in,
or existing under the laws ofthe Philippines.

That coryorations with net taxable
pesos
(P5,000,000.00) and with total assets not exceeding
One hundred million pesos (Pf00,000,000.00),
excluding land on which the particular business
entity's of6ce, plant, and equipment are situated
during the taxable year for which the tax is imposed,
shall be taxed at twenty percent (20%).
" Prouided,

income not exceeding Five million

"In the case of corporations adopting the
frscal-year accounting period, the ta-rable income
shall be computed without regard to the specifrc

date when specific sales, purchases and other
transactions occur. Their income and expenses for
the flscal year shall be deemed to have been earned
and spent equally for each month of the period.

"The corporate income tax rate shall be
applied on the amount computed by multiplying
the number of months covered by the new rate
within the fiscal year by the taxable income of
the corporation for the period, divided by twelve.

"@) Proprieto,ry Educational Institutions
- Proprietary educational ilstitutions
and hospitals which are nonprofit shall pay a tax
of ten percent (10%) on their taxable income
except those covered by Subsection @) hereof:
Provided, That beginning July 1, 2020 until
June 30, 2023, the tax rate hereil imposed shall
be one percent (lYo): Prouid.ed, further, That il
the gross income from'unrelated trade, business
and Hospitak.

or other activity' exceeds fifty percent (50%) of the
total gross income derived by such educational

i[stitutions or hospitals ftom all sources, the tax
prescribed in Subsection (A) hereof shall be
imposed on the entire taxable ilcome. For purposes

of this Subsection, the term'unrelated trade,

busiless or other activity' means any trade, business

or other activity, the conduct of which is not

substantially related to the exercise or performance
by such educational institution or hospital of its
primarlr purpose or frrnction. 'Proprietary' means a
private hospital, or any private school maintained
and administered by private individuals or groups
with an issued permit to operate from the Department
of Ed.ucation (DepEd), or the Commission on
Higher Education (CHED), or the Technical
Education and Skills Development Authority
(TESDA), as the case may be, in accordance with
existing laws and regulations.
"(C) Gouernment-owned. or - Controllecl
Corporations, Agencies or InstrumentaLities' The provisions of existing special or general laws
to the contrary notwithstanding, all corporations,
agencies, or instrumentalities owned or controlled
by the Government, except the Government
Service Insurance System (GSIS), the Social Security

System (SSS), the Home Development Mutual Fund

(HDMF), the Phiiippine Health Insurance

dorporation (PHIC), and the local water districts shall
pay such rate of tax upon their taxable income as are

imposed by this Section upon corporations or
associations engaged in a similar business, industry,
or activity.
"@) Rates of Tax on Certain Passiue Incom

es'

- xxx
"xxx
"(4) Intercorporate Dividend's- - Dividends
received by a domestic corporation shall not be

I
subject to tax under this Tltle: Prouided, That lor
foreign-sourced dividends to be exempt, the funds
ftom such dividends actually received or remitted
irto the Pbilippines are reinvested in the busi.ness

"SEc.28. Eores of Income Tax on Foreign
Corporotians-

"(l) In General. - Except as otherwise

operations of the domestic corporation in the
Philippines within the next tarable year from the
time the foreign-sourced diyiderds were received
and shall be limited to funding the working capital
requirements, capital expenditures, dividend
payments, irvestment in domestic subsidiaries,
and infrastructure project Prouid,ed., further, T\at
the domestic corporation holds directly at least
twenty percent (20%) of tbe outstanding shares
of the foreign corporation and has held the
shareholdings for a minimum of two (2) years at

proviclerl in this Code, a corporation organized,

authorized. or existing under the laws of any
foreign country, engaged in trade or business
within the Philippines, shall be subject to an
income tax equivalent to twenty-frve

fiscal-year accounting period, the taxable income
sha[ Le computed without regard to the specfic
date when sales, purchases and other traDsactions

occur. Their income and expenses for the fiscal
year shall be deemed to have been earned and

Domestic C orporatio ns.

spent equally for each month of the period-

"(1) Imposttion of Tor. - A minimum
corporate income tax of two percent (2%) of lhe
gross income as of the end of the taxable year,

"The corporate income tax rate shall be
applied on the amourt computed by multiplying
the number of months covered by the new rate
within the fiscal year by the taxable income of

defined herein, is hereby imposed on a corporation

taxable under this Title, beginning on the fourth

taxable year immediately following the year in
which such corporation commenced its busiuess
operations, when the miaimum income tax is
greater than the tax computed under Subsection
(A) of this Section for the taxable year: Provid.ed.,
That effective July 1, 2020 until June 30, 2023, the

the corporation for the period, divided by twelve'

"(2) Minimurn Corporate Income Tar of
Resid,eru.t Foreigru Corporati.ons. - L minimum
corporate income tax of two percent (2%) of gross
incoue, as prescribed under Section 27@) of this

rate shall be oue percent (1%).

xxx

' (3)

xxx

"(4) x
SEc.

x

Cocle, shall be imposed, under the same conditions,

on a resident foreign corporation taxable uncler
paragraph (1) of this Subsection: Prouid.ed., "lhat
effective July 1, 2020 urrtil June 30, 2023, the rate
shall be one percent (1%).

x."

'(3)

7- Section 28 of the National Internal Revenue
further amended to read

Code of 1997, as ameuded, is hereby
as follows:

ercetft (25%)

"In the case of corporations adopting the

"@) Minimum Corporate Income Tox on

"(2)

p

of the taxable income derived in the preceding
taxable year from all sowces within the Philippines
effective July 1, 2020.

the time of the dividends distribubion.

as

-

xxx
I

xxx

"(4) Taa on Branch Profits Remittances.

-

t0
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"(5) Regional or Area Head,quarters and.
s of MuLtin ational

Regionol Operating H eadquarter
Companics. -

"(a) Regional or area headquarters as
in Section 22@D) shall not be subject to

defined

income t€x.

"Q) Regional operatiog headquarters as
defined in Section 22@E) shall pay a tax of ten
percent (10%) ofthet taxable income: Proui.ded,Tltat

other disposition of shares of stock in a domestic
corporation except shares sold or disposed ofthrough
the stock exchange.

"(d) Intercorporate Diuidends.
"@) ras
Corporation. "(7)

In

on

General-

- xxx

Nonrestdent Foreign

- Except as otherwise

effective January 1,2022, regior.al operating

provided in this Code, a foreign corporation not

headquarters shall be subject to the regular cprporate
income ta-r.

engaged

"(6) Tax on Certain Incomes Received. by a
Resident Foreign Corporation. "(a) Interest from Deposits and. Yield or any
other Morutary Benet'it from Deposit Substitutes,
Trust Fund,s and Sinr,ilar Arrangements and
RolaLties. Interest from any currency bank
deposit and yield or any other monetary benefit
from deposit substitutes and from trust fulds and
similar arrangements and royalties derived from
sources

in trade or business in the Phi-lippines,
effective January 1, 2021, shall payataxequal

to twenty.five petce^t (25%) of the gross income
received during each taxable year from all
sources within the Philippiaes, such as interests,
dividends, rents, royalties, salaries. premiums
(except reinsurance premiums), annuities,
emoluments or other fixed or determinable
annual, periodic qr casual gains, profits and
income, and capital gaius, except capital gains
subjectto tax under subparagraph 5(c).
"(2)

xxx

'13)

xxx

within the Philippines shall be subject

to a final income tax at the rate of twenty percent
(20%) of such intetest Prouided, howeuer, That
interest income derived by a resident foreign
corporation from a depository bank under the
expanded foreign currency deposit system shall be
subject to a final income tax at the rate of fi-fteen
percent (15%) of such interest income.

"@) Income Dertued under the Expanded
Foreign Currency Deposit System,. - x x x

"(c) Capital Gains from Sale of Shores of
Stock Not Tladed itu the Stoch Exchange. - A final
tax at the rate of fifteen percent (15%) is hereby
imposed upon the net capita-l gains realized drlring
the taxable year from the sa1e, barter, exchange or

"(4)xxx
"(5) Tox on Certain lncomes Beceiued by a
Nonresident Foreign Corporotion.'
"(a) Interest on Foreign Laans.

- xx

x

"b) Intercorporate Diutdend.s. - A final
withholding tax at the rate offifteen percent (15%)
is hereby imposed on the amount of cash and/or
property dividends received from a domestic
corporation, which shall be collected and paid as
provided in Section 5?(A) of this Code, subject to the

l3
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condition that the country in which the nonresident
foreign corporation is domiciled, shall allow a credit
against the tax due from the nonresident foreign
corporation taxes deemed to have been paid in the
Philippines equivalent to fifteen percent (15%), which

"(l)

Ord,inary and Necessary T'rad'e, Busincss

-

"(a)xxx
"(i) xxx

"xxx
"(v) An additional deduction from taxable
income of one-half (1/2) of the value of labor
training expenses incurred for skills development
of enteiprise-based trainees enrolled in public
senior high schools, public higher education
institutions, or public technical and vocational
institutions and d uly covered by an apprenticeship
agreement under Presidential Decree No 442,

percent (15%) tax on dividends;

"(c) Capttal Gains from Sale of Shares of
Stock Not Trod,ed, in the Stoch Exchange.

- Afi,nal
is hereby
imposed upon the net capital gains realized during
the taxable year from the sale, barter, exchange or
other disposition of shares of stock in a domestic
corporation, except shares sold, or disposed ofthrough
(15olo)

series of 1974, or the 'Labor Cotle of the Philippines',

as amended, shall be granted to enterprises:

Prouid,etl, fur ther, That for the additional deduction

the stock exchange."

for enterprise-based training of students from
public educational institutions, the enterprise

SEc.8. Section 29 of the National Internal Revenue
Code of 1997, as amended, on the imposition of improperly
accumulated earnings tax, is hereby repealed.

proper certification from the DepEd,
""",l""
"h"U
TESDA, or CHED: Prooided, /inolll, That such

deduction shall not exceed ten percent (10%) of direct
labor wage.

SEc.9. Section 34 of the National Internal Revenue
further amended to read

Code of 1997, as amended, is hereby

"@) Interest.

as follows:

"58c.34. Deductions fron Gross Income.

Expenses.

or Professiarwl ExPenses.

represents the difference between the regular
income tax and the fifteen percent (15%) tax on
dividends as provided in this subparagraph:
Prouid.ed., That effective July 1, 2020, the credit
against the tax due shall be equivalent to the
difference between the regular income tax rate
provided in Section 28(BXD of this Code and t&e fifuen

tax at the rate of lifteen percent

-

"(t)

-

- The amount of interest
paid or incurred within a taxable year on
"(1) In Gerwrat.

-

Except for taxpayers earning compensatiou income

indebtedness in connection with the taxpayer's
profession, trade or business shall be allowed

arising from personal services rendered under an
employer-employee relationship where no deductions
shall be allowed under this Section, in computing

as deduction from gross income: .&ouid'ed, however '

That the taxpayer's otherwise allowable deduction
for interest expense shall be reduced by twenty
percent (20%) of the interest income subjected to
finaI tax: Prouided., finally, ThaL if the interest

taxable income subject to income tax under
Sections 24(A); 25(A); 26;27(A), (B), and (C); and

28(A)(I), there shall be allowed the following
deductions from gross ilcome:

I

l4

l5

income tax is adjusted in the futr.ue, the interest
expense reduction rate shall be adjusted
accordingly based on the prescribed staadard
formula as defined in the rules and regulations to
be promulgated by the Secretary of Finance,
upon the recommendation of the Commissioner of
Internal Revenue.

- xxx

Depreciation.-xxx
and.

Mircs

-xxx

xxx

"(a) A corporation, which is a party to a merger
or consolidation, exchanges property solely for stock
in a corporation, which is a party to the merger or
consolidation; or

"(Il) Charitable and Other Contributions.

"Q

Research and Deuelopment,

"(J) Penston Trusts.

- xx

- xx

-

x.

x

"(I{)Ad.d.itional Requirements fo,
- xxx

Deductibility of Certain Payments.

"0)

xxx."

SEC. 10.

Opttonal Standard Deduction (OSD).

-

Section 40(C)(2) of the National Internal

Revenue Code of 1997, as amended, is hereby further amended
to read as follows:

"SEc. 40. Determination of Anaount and'
Recognttion of GaiL or Lass.

I

xxx

pursuance of a plan ofreorganization solely for stock
or securities in another corporation that is a party to
the reorganization. A reorganization is defined as:

"(G) Depl.etinn of An and. Cas Wells

I

-

-

securities if such corporation is a party to a
reorganization and exchanges property in

"@)BadDebts.-xxx

xxx

"(Q ExchangeofProperty.

"(2) Exception. - No gain or loss shall be
recognized on a corporation or on its stock or

"(QTarcs.-xxx

"@1

"@)xxx

"(1) General RuIe.

"(2)xxx

"@) Iosses-

"(A)xxx

-

"@) The acquisition by one corporation,
in exchange solely for all or a part of its voting
stock, or in exchange solely for a-Il or part of the
voting stock of a corporation which is in control
of the acquiring corporation, of stock of another
corporation if, immediately after the acquisition,
the acquiring corporation has control of such
other corporation whether or not such acquiring
corporation had control immediately before the
acquisition; or

"(c) The acquisition by one corporation,
in exchange solely for all or a part of its voting
stock or in exchange solely for all or part of
the voting stock of a corporation which is in
control of the acquiring corporatiou, of substaotially

all of the properties of another

corporation.
In determirriag whether the exchange is solely for
stock, the assumption by the acqufuing corporation
ofa liability ofthe others shall be disregarded; or

16
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'(d) A recapitalization, which shall mean

an arrangement whereby the stock and bonds of

a corporation are readjusted as to amount, income,

or priority or atr agreement of all stockholders
and credjtors to change and increase or decrease
the capitalization or debts of the corporation or
both; or

'(e)

A reincorporation, which shall mean the

formation ofthe same corporate business with the
same assets and the same stockholders surviving

"(c) The term'control', wheu used in this
Section, shall mean ownership of stocks in a
corporation after the transfer ofproperty possessing
at least fifty-one percent (5102) of the total voting

power of all classes of stocks entitled to vote:
Prouided., Thatlhe collective and not the individual
ownership ofall classes of stocks entitled to vote of
the transferor or transferors under this Section
sha-lIbe used in determining the presence ofcontrol.

xxx.

under a new charter.

"No gain or loss shall also be recognized if
property is transferred to a corporation by a persou,
alone or together with others, not exceeding four (4)
persons, in exchange for stock ot ulit ofparticipation
in such a corporation of which as a result of such
exchange the transf€ror or transferors, collectively,

SEc. 11- Section 57 of the National Internal Bevenue
further amended to read as
follows:
Code of 1997, as amended, is hereby

"SDc.

gains or maintains control of said corporation:
t'rouid.ed. That stocks issued for services shall not
be considered as issued in return for property.
"SaIe or excharges ofproperty used for business

for shares of stock covered under this Subsection
shall not be subject to value-adcled tax.

"In all of the foregoing instances ofexchange
property, prior Bureau of Internal Revenue
confirmation or tar ruJing shall not be required for
purposes of availhg the tax exeBption.

of

"xxx
"(6) Definitions.
"(a)

xxx

"@)

xxx

-

5'7

.

"(A)

xxx

"@)

xxx

"(C)

xxx

Withhold,ing of Tax at Source.

-

"The Department of Finance shall review, at

least once every three (3) years, regulations anil
processes for the withholding of creditable tax
r.rnder this Code, and ilirect the Bureau of Internal
Revenue to amend rules and regulations for the

same, should it be found during the review
that the existing rules, regulations, and processes
for the withholding of creditable tax under this
Code adversely and materially impact the taxpayer."

SEc. 12. Section 109 of the National Internal Revenue
Code of 1997, as amended, is hereby further amended to read
as follows:

I6
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"SEc.

I09. Exempt Tlansocttons. -

"(1) Subject to the provisione of Subsection (2)
hereof, the following transactions shall be exempt
from the value-added tax:

xxx

"(i) Diabetes, high cholesterol,

and

hypedension begiming January 1,2020; and

"(ii) Cancer, mental illness, tuberculosis, and
kidney diseases beginning January 1, 2021:
"Prouidcd., That the DOH shall issue a Iist of
approved drugs and mediciaes for this purpose within
sixry (60) days from the effectivity of this Act; and

"(P) Saie of real properties not primarily
held for sale to customers or held for lease in
the orrlinary course of trade or business or real
property utilized for low-cost and socialized
housing as defined by Republic Act No. 7279,
otherwise known as the 'Urban Development and
Housing Act of 1992', and other related laws,
residential lot valued at TVo million frve hundred

beginning January

thousand pesos @2,500,000.00) and below, house

personal protective equipmeut components such as

and lot, and other residential dwellings valued
at Four million two hundred thousand pesos
@4, 200,000.00) an d- below : Pr ov i.de d, Tl:.at be giming
January 1, 2024 and every three (3) years thereafter,
the amounts herein stated sha1l be acljusted
to present values using the Consumer Price
Index, as published by the Philippine Statistics
Authorrty @SA);

"xxx

"(BB) Sale

"(i)

or iEportation of the following
1, 2021

to December 31, 2023:

Capital equipment, its spare parts and

raw materials, necessary for the production of
coveralls, gown, surgical cap, surgical mask,
N-95 mask, scrub suits, goggles and face shield,
double or surgical gloves, dedicated shoes, and shoe
covers, for CO\{ID-19 prevention;

"(ii) All drugs, vaccines and medical devices
specificaUy prescribed and directly used for the
ireatment of CO\IID-19; and
"(iii) Drugs for the treatment of COVID-19
approved by the Food alrd Drug Administration (tr'DA)

"@) Sale, importation, printing or publication
of books, and any newspaper, magazine, jownal,
review bulletin, or any such educational reading
material covered by the UNESCO Agreement on the
Importation of Educational, Scientfic and Cultural
Materials, including the digital or electroric format
fhercof: houidcd. That the materials enumerated
herein are not ilevoted principally to the publication
of paid advertisements;

xxx
"(3A) Sale of or importation of prescription
drugs and medicines fou

for use in cli.rlical trials, including raw Eaterials
directly necessary for the production of such drugs:
Prouid.ed, That the Department of Trade and
Industry @TI) shall certi-fy that such equipment,
spare pa.rts or raw materials for importation are not
locally available or insulficient h quantity, or not in
accordance with the quality or specification requted:
houtd,ed., further, That for item (ii), within sixty (60)

days from the effectivity of this Act, and every
three (3) months thereafter, the Department of
Health (DOH) shall issue a list of prescription
drugs and medical devices covered by this provision:
finally, T\at the exemption claimecl under

Prouid,ed,,

2l

2t

this Subsection shall be subject to post audit by
the Bureau of Interna-I Revenue or the Bureau of
Customs as may be applicable.
"(CC) Sale or lease of goods or properties or

the performance of services other than the
transactions mentioned in the preceding paragraphs,
the gross annua-I sales and,/or receipts do not exceed
the amount of Tbree million pesos @3,000,000.00)."
SEc. 13. Section 116 of the National Internal Revenue
Code of 1997, as amended, is hereby further amended to read
as follows:

"SEc. 116. Tax on Persons Exempt from
- Any person whose sales
or receipts are exempt under Section 109(CC)
of this Code ftom the payment of value-added tax
Value-Ad.ded. Tar (VAT).

and who is not a VAT-registered person sha1l
pay a tax equivalent to three percent (3%) of his
gross quarterly sales or receipts: Prouid.ed,, Tbat

cooperatives, shall be exempt from the three
percent (3%) gross receipts tax herein imposed:
Prouided., further, That effective July 1, 2020 until
June 30, 2023, the rate shall be one p ercertt (L%)."
SEc. 14. Section 204 of the National Internal Revenue
Code of 1997, as amended, is hereby further ametrded to read
as follows:

stamps when they are returned i-n good confition
by the purchaser, and in his discretion, redeem or
change unused stamps that have been rendered
unfit for use and refund their value upou proof of
destruction. No credit or refund oftaxes or penalties
shall be allowed unless the taxpayer frles in writiag
with the Commissioner a claim or refund within
two (2) years after the payment of the tax or
penalty: Provided,, howeuer, That a return liled
showing an overpayment shall be considered as a
written claim for credit or refund: houidcd., further,
That in proper cases, the Commissioner shal1
grant a refund for taxes or penalties within ninety
(90) days from the date of complete submission of

the documents in support of the application
filed: Prouided., furthermore, That should the

Commissioner find that the grant of refur:d is not
proper, the Commissioner must state in writhg
the legal and factual basis for the denial: Prouided,
finalLy, Tbat i case of full or partial denial of the
claim for tax refund, the taxpayer affected may,
within thirty (30) days from the receipt of the
decision denying the claim, appeal the decision
with the Court ofTax Appeals.

SEc. 15. Section 290 of the National Internal Revenue
further amended to read
as follows:
Code of 1997, as ameuded, is hereby

"SEC. 204. Authority of the Commissianer to
Compromise, Abate, and, Refund or Cred,it TaresThe Commissioner may

-

-

(,4, xx x

"@)

xxx

"(C) Credit or refund taxes euoneously or
illegally received or penalties imposed without
authority, refund the value of internal revenue

"SEC.

290. CongreEsipndowrsight hmm

lee.

"A Congressional Oversight Committee,
hereinafter referred to as the Committee, is hereby
constituted in accordance with the provisions of
this Code. The Committee shall be composed of
the Chairpersons of the Committee on Ways and
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Means ofthe Senate and House of Representatives
and four (4) additional members from each House,
to be designated by the Speaker of the House of

Representatives and the Senate President,
respectively.

'The Committee shali, among others, in aid of
legislation:

"(l) x x

x;

x

x;

"(2) x

uuder the special laws governing them except to the

extent modified by the provisions of this Code:
Notwithstanding the provisions ofthis Section, the
Department of Finance, the Bureau of Internal
Revenue, and the Bureau of Customs sha11 retain
their respective mandates, powers and functions as
provided for under this Act and related laws."

"SEC.292. E*ent of Authoriry b Grant Tax
Incentiues. - The Fiscal Incentives Review Board,
or the Investment Promotion Agencies, uader a

"(3) x x x;
"(4) x x x; and

"(5) Review the performance of the Fiscal
Incentives Review Board.

"x x

"The Investment Promotion Agencies shall
maintain their functions and powers as provided

delegated authority from the Fiscal Incentives
Review Board, shall grant the appropriate tax
incentives provided in this Title to be graated to
registered business enterprises only to the ext€nt of
their approved registeied project or activity under
the Strategic Investment Priority Plan."

"SEc.293. Definitions.

x."

'fitle:

SEc. 16. A new Title XIII shall be introduced in the
National Internal Revenue Coile of 199?, as amended, and the
existing Titles XIII and XfV shall be re-sectioned accordingly.
The new Title XIII shall read as foll.ows:

.TITLE XIII
"TAx

INCENTnaES

"CHAPTER

I

"GENERAL PRovIsIoNs oN TA,\ INCENTTVES
"SEC. 291. Scope and. Couerage. - This Title
shall cover all existing Investment Promotion
Agencies as defined in this Code or related laws

unless otherwise specifi.cally exempted from the
coverage ofthis Code.

-

When used in this

"(A) Capital equipment refers to machhery,
equipment, major components thereof, tools, devices,
applications or apparatus, which are directly or
reasonably needed in the registered project or activity
of the registered enterprise;

"@) Direct LocaL employment refers to the full
and decent employment of Pilipinos by registered
busi:ress enterprises under an employer-employee
relatioaship to perform functions that are directly
related to the production ofgoods or performance of
services under the registered project or activity;
"(C1 Dornesttc input refers to purchases of
locally manufactured goods or locally produced
raw materials or domestically outsou.rced services
known as serwices embedded in manufacturing
that are used directly in the production of goods
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uloder the registered project or actirrity. In the case
of locally manufactured goods, fifty percent (50%) of

the value-added of the said good should likewise
be locally produced or manufactured;

"@) Domesttc market enterprise reters lo any
enterprise registered with the Investment Promotion
Agency other than export enterprise ;

"(G) Inuestment copital refets to the value
of investment indicated in Philippire currency,
excluding the value of iand and working capital,
that shall be used to carry out a registered project or
activity, except that land shall be included as
investment capital for registered real estate
development. Investment capital may include the
cost of land improvements, buildings, leasehold
improvements, machirrery and equipment, and other

"@) Export entcrprise refers to any individual,
partnership, corporation, Philippine branch of a
foreign corporation, or other etrtity organized and
existing under Philippine laws and registered with
the Investment Promotion Agency to engage in
manufacturing, assembli-ng or processing activity,
and services such as i:rformation technology (I'I)
activities and business process outsouciag GPO),
and resulting in the dtect exportation, and/or sale of
its manufactr.rred, assembled or processed product
or IT/BPO services to another registered export
enterprise that will form part of the final export
product or export ser'\.ice of the latter, of at least
seventy percent (7070) ofits total production or outpuu

"@ Freeport zones refer to an isolated and
policed area adjacent to a port ofentry, which shall
be operated and managed as a separate customs
territory to ensure free flow or movement of
goods, except those expressly prohibited by law,
within, into, and exported out of the freeport zone
where imported goods may be unloaded for
immediate transshipment or stored, repacked,
sorted, mlted, or otherwise manipulated without
being subject to import duties. However, movement
of these imported goods ftom the free-trade area
to a non-free trade area in the country shall be
subject to alI applicable internal revenue taxes
and duties: Provid,ed,, That for the freeport to
qualify as a separate customs t€rritory, a freeport

shall have a permanent customs control or customs
ofEce at its perimeter;

non-current tangible assets j
"GD Inuestnletut Promotion Agencies rcfer tn

government entities created by law, executive
order, decree or other issuance, in charge of
promoting investments, granting and administering
tax and non"tax incentives, and overseeing the
operations of the different economic zones and

freeports in accordance with their respective
special laws. These include the Board oflnvestments

(BOI), Regional Board of Investments-Autonomous

Region in Muslim Mindanao (RBOI-ARMM),
Philippine Economic Zone Authority @EZA), Bases
Conversion and Development Authority @CDA),
Subic Bay Metropolitan Authority (SBMA),
Clark Development Corporation (CDC), John Hay
Management Corporation (JHMC), Poro Poiut
Management Corporation (PPMC), Cagayan
Economic Zone Authority (CEZA), Zamboanga City
Special Economic Zone Authority (ZCSEZA),
PHIVIDEC IadustrialAuthority @IA), Aurora Pacfi c
Economic Zone and Freeport Authority (APECO),
Authority of the Freeport Area of Bataan (AI'AB),
Tourism Infrastructure and Enterprise Zone
Authority (TIEZA), and all other similar existing
authorities or that may be created by law unless
otherwise specifically exempted ftom the coverage of
this Code;

"@ Metropolitan oreqs refer to Metro Cebu
and Metro Davao or those local government units
which are later qualiEed or grouped as such by the
National Economic and Development Authority or
through laws or executive issuances;

26

to,x

"(J1 Otfur gouernment agencies admirlistering
incentiues rcfet tn government agencies other than

Investment Promotioa Agencies which register or
administer tax incentives of any kild to any specific
entities and/or class ofpersons pursuant to any 1aw;

"${) Other registered entities refer t'o a\y
individual, partnership, organization, corporation,
Philippine brauch of a foreign corporation, or other
entity incorporated and-/or organized and existhg
under Philippine laws, and registered with other
government ageocies administering tax incentives;

"(1) Whose outcome cannot be known or
determined in advance oa the basis of current
knowledge, iaformation or experience, but can only
be determined by applying a systematic progression

ofwork:

"(i)

Based on princrples ofestablished science;

and

"(ii) Proceeds from h,?othesis to experinent,
observation and evaluation, and leads to logical
conclusions.

"{)

Qualified. copital expend'iture refers to
purchases ofcapital goocls with a useful Lfe ofmore
than one (1) year acquired for the entity's production
of goods and sewices to be directly used in the project
or activity of ttre registered business enterprise;

generating new knowledge, includiag new knowledge
in the form ofnew or improved materials, products,
devices, processes or services;

"@I) Regtstered, business enterprtse refers to
arry ftrdividual, partnership, corporation, Philippine

"(O) Sophisticated refers to the state when a
product or service requires a high level oftechnology,

branch of a foreign corporation, or other entity
organized and existing under Philippine laws and
registered with arr Investment Promotion Agency

human capital, competencies or know-how, and
infrastructure to be produced or offered;

excluding service enterprises such as those engaged
in customs brokerage, trucking or forwarding services,

"e) Sophistication refers to the level
of technology, human capital, competencies or
know-how, and infrastructure required for a

janitorial services. security services, insurauce.
banling, and other frnancial services, consumers'

cooperatives, credit unions, consultancy sewices, retail

enterprises, restaurants, or such other similar
services, as may be determined by the Fiscal
Incentives Review Board, irespective of location,
whether iaside or outside the zones, duly accredited

or licensed by any of the Investment Promotion
Agencies and whose income ilelivered within the
economic zones shall be subject to taxes under the
National Internal Revenue Code of 1997, as amended;

"(N) .Eeseorch and' deueloprnenl refers to
experimental or other related projects or activities:

"(2) That are conducted for the purpose of

product or serrice to be offered by an economy like
that of the Philippines;
"(Q) Source docuruent refers to input
materials and docuroents reasonably needed by
information technology (IT) and IT+nabled industries
such as books, directories, magazines, newspapers,
brochures, pamphlets, medical records or files, legal
records or fi.les, instruction materials, and drawings,

blueprints, or outlines;
"@') Speci.o,l eanomic zone ot ecozone refers

to a selected area, which shall be operated and
managed as a separate customs territory that is
highly developed or has t}te potential to

be developed
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into an agro-industrial, industrial, information
technology, or tourist/recreational area, whose met€s

and bounds are fixed or delimited by presidential
proclamations and within

a

speciffc geographical area

which incluiles industrial estates (Es), export

processiag zones @PZs), ICT parks and centers, and
free trade zotes: hovided, That for the ecozone to
qualify as a separate customs territory, aa ecozone
shall have a penaanent customs control or customs
office at its perimeter: Prouid,ed,, howeuer,'fhat

areas where mining extraction

is undertaken

shall not be declared as an ecozone: -Bo uid,ed,, further,

That vertical economic zones, such as, but not
limited to, buildings, selected floors within
buildings, and selected areas on a floor, need to
comply with the minimum contiguous land area
as determined by the Fiscal Incentives Review

"(B) Special Corporate Income Tax (SCIT)
Rate - For export enterprise, d.omestic market
enterprise with a minimum investment capital
ofFive huadred million pesos (P500,000,000.00), and
domestic market enterprise under the Strategic
Investment Priority Plan engaged in activities that
are classfied as 'critical,' a tax rate equivalent to
five percent (5%) effective July 1, 2020, based on the
gross iacome earned, illieuof aI1 national and local
taxes.

"The domestic market enterprise under the
Strategic Investment Priority PIan engaged in
activities that are classifred as 'critical' shall refer
to those enterprises belonging to industries
identified by the National Economic and Development
to be crucial to natioual development.

Board; and

Authodty

"(S) Training refers to courses, curricula,
certifications or modules provided to Filipirro

"The period of availment of the Special
Corporate Income Tax 6hall be subject to the
conditions set under paragraphs (A) and @) of
Section 296 ofthis Act:

employees that are directly relat€d to the production

of goods or performance of services under the
registered project or activity and that are of a technical

nature, which shall develop or improve the specific
skills or practical knowledge of the employee
especially in the mechanical, industrial art, scientific
freld or practical science ofa particular position or
job function in the registered project or activity, or
in preparation for enhancing the value chain."

"CHAI)I'ER
..TAx

II

AND DUTY INcENTIvEs

"SEc.294. Incentiues.

- Subject to the

"Prouid.ed,, That the national government
share shall be three percent (3%) ofthe gross income
earned elfective July 1,2020: E'roui.dcd, further,T\al,
if applicable, the shares of the local government units
and the Investment Promotion Agencies under the
special laws governing the latter shall be observed

and shall not result in the diminution of their
respective shares: hovided, finally, That the share
ofthe local government unit which has j urisdiction

over the place of the registered activity of registered
business enterprise outside ecozones and freeports

shall be two percent (2%) and shall be dtectly

conditions and period of availment in Sections 295
and 296, respectively, the following types of tax
incentives may be granted to registered projects or

remitted by the registered business enterprise to such
local government units.

activities:

"(C) Enhanced Deductions (ED) For export
enterprise, domestic market ent€rprise, and critical
aloEestic market enterprise, the following may be
allowed as deductions:

"(A) Income Tax Holiday (ITH);
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"(1) Depreciation allowance of the assets
acquired for the ertity's production of goods and
services (quali6ed capital expenditure) - additional
ten percent (10%) for buildings; aud additional
twenty percent (207o) for machineries a.nd equipment;

income within the next frve (5) consecutive taxable
years imnediat€Iy following the year of such lose.
"@) Duty exemption onimportation ofcapital
equipment, raw Eat€rials, spare parts, or accessories;
and

"(2) Fifty percent

(50%) additional deduction

on the labor expense incurred in the ta-rable year;

"(3) One hunclred percent (100%) additional
deduction on research and development expense
irlcurred in the taxable year;

"(4) One huadred percent (100%) additional
deduction on training expense incured in the ta-rable
year;

"@) Value-Added Tax ffAT) exemption on
importation and VAT zero-rating on local purchases."
"SEc. 295. Cond,itions of Auailruent. - The
tax incentives in the preceding Section shall be
governed by the followilgrules:

"(A) The income tax holiday shall be followed
by the Special Corporate Income Tax rate or Enlanced
Deductions.

"(5) Fifty percent (50%) additional deduction
on domestic input expense incurred in the taxable
year;

"(6) Fifty perceut (50%) additional deduction
on power expense irrcu.rred in the taxable year;
"(?) Deduction for reirvestment allowance to
manufacturing industry - When a manufacturing
tegistered business enterprise reinvests its
undistributed profit or surplus in any

of the projects

or activities listed in the Strategic Iuvestment Priority

Plan, the amount reinvested to a maximum of fifty
percent (50%) shall be allowed as a deduction from
its taxable income within a period of five (5) years
from the time of such rei-nvestment; ald

"(8) Enhanced Net Operating Ioss Carry-Over
(NOLCO).

-

The net operating loss of the registered

project or activi8 during the fi-rst tbree (3) years
from the start of commercial operation, which had
not beea previously offset as deduction from gross
income , may be carried over as deduction ftom gross

"@) At the option ofthe export enterprise, the

doEestic market enterprise with a minimum
investnent capital of Five hundred million pesos
(P500,000,000.00), and the doooestic market
enterprise engaged in activities that are classified as

'critical,'the Special Corporate Income Tax rate
or enhanced deductions shall be granled: Providcd,,

That in no case shall the enhanced deductions
be granted simultaneously with the Special
Corporate Income Tax.
"The following conditions for the availment of
each enhanced deductions shall be complied with:

"(1) The depreciation allowance of the assets
acquired for the entity's production of goods and
services (qualified capitai expenditure) shall be
allowed for assets that are directly related to the
registered enterprise's production of goods and
services other than administrative and other
6upport services.
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The additional deduction on the labor

expense shall not include salaties, wages, benelits,
and other personnel costs incured for managerial,
administrative, indirect labor, and support services.

"(3) The additional deduction on research
and development expense shall only apply to
research and development directly related to the
registered project or activity of the entity and shall
be limited to local expenditure incuned for salaries
of Filipino employees and consumables and payments
to local research and development organizations.

"(4) The additional deduction on training
to trainings, as approved
by the lnvestment Promotion Agencies based on
expense shall only apply

the Strategic Investment Priority Plan, given to the
Filipino employees engaged dtectly in the regist€red

business enterprise's production of goods and
services.

"(5) The additional deduction on domestic
input expense shall only apply to domestic input
that are directly related to and actually used in
the registered export project or activity of the

"(t) The capital equipment, raw materials,
spare parts, or accessories are directly and
reasonably needed and will be used exclusively in
and as part of the direct cost of the registered
project or activity of the registered business
enterprise, and are uot produced or manufactured
domestically in sufEcient quantity or ofcomparable
quality and at reasonable prices. Prior approval of
the Investment Promotion Agency may be secured
for the part-time utilization ofsaid capital equipment,
raw materials, spare parts, or accessories in a
non-registered project or activity to maximize usage
thereof: houidecl, Thatthe proportionate taxes and
duties are paid on a specific capital equipment, raw
materials, spare parts, or accessories in proportion
to the utilization for non-registered projects or
activities. In the event that the capital equipment,
raw materials, spare parts, or accessories shall be
used for a non-registered project or activity of the
regist€red business enterprise at any time withia the
frrst frve (5) years from date of importation, the
registered business enterprise shall first seek prior
approval of the concerned Investment Promolion
Agency and pay the taxes and customs duties that
were not paid upon the importation; and

registered business enterprise.

"(6)

The additional deduction on power expense

shall only apply to power utilized for the registered
project or activity.

"(7)

The deduction for reinvestment allowance

to manufacturiag industry shall be determined in
the Strategic Investment Priority Plan.

"(Q The duty exemption shall only apply to
the importation ofcapital equjpment, raw materials,
spare parts, or accessories directly and exclusively
used

in the registered project or activity

regist€red business enterprises; Prouided,
following conditions are complied with:

Tlat

by
t}j:e

"(2) The approval ofthe Investment Promotion
Agency was obtained by the registered business
enterprise prior to the importation of such capital
equipmen! raw materials, spare parts, or accessories.
"Within the frrst five (5) years fron date of
importation, approval of the Investment Promotion
Agency must be secured before the sale, transfer, or
disposition ofthe capital eqBipment, raw materials,
spare parts, or accessories, which were granted
tax and customs duty exemption hereunder, and shall
be allowed only under the following circunstances:

"(a) If made to another enterprise availing
custoEs duty exemption on imported capital
equipment, raw materials, spare parts, or accessories;

lt4

"(b) Ifmade

to another ent€rprise noi availing

of duty exemption on imported capital equipment,
raw materials, apare parta, or accessoriea, upon

payment of any taxes and duties due on the net
book value ofthe capital equipment, raw materials,
spare parts, or accessories to be sold;

"(c) Exportation of capital equipment, raw
materials, spare parts, accessories, source
documents, or those required for pollution
abatement and control;

"(d) Proven technical obsolescence of the
capital equipment, raw materials, spare parts,
or accessories; or

"(e) If donated to the TESDA, state
universities and colleges (SUCs), or DepEd and
CHED-accredited schools: Proudded, That the
donation shall be exempt from import duties and
taxes, including donor s tax.
"Provid.ed., That if the registered business
enterprise sells, transfers, or disposes the
aforementioned imported items without prior

approval, the registercd business enterprise and

the vendee, trans{eree, or assignee shall be
solidarily liable to pay twice the amount of the
duty exemption that should have been paid during

its importation: Prouided, /urllrer, That the sale,
transfer, or disposition of the capital equipment,
raw materials, spare parts, or accessories made
after frve (5) years from date of importation shall
require that prior notice be given by the registered
business enterprise to the Investment Promotion
Agency: Provtded, finallg, That even if the sale,
transfer, or disposition of the capital equipment,
raw materials, spale parts or accessories was made
after frve (5) years from date of importation with

notice to the InvestEent Promotion Agency,
the registered business enterprise is still liable to

pay the duties based on the net book value of the
capital equipment, raw materials, spa-re parts, or
accessories if it has violated any of its registration
terms and conditions.
"@) The VAT exemptioD on inportation and
VAT zero-ratiug on local purchases shall only
apply to goods and services directly and exclusively

used

in the registered proiect or activity by a

registered business ent€rprise.

"Notwithstanding the provisions in the
preceding paragraphs, sales receipts and other
income derived from non-registered project or

activity shall be subject to appropriate taxes

imposed uader this Code.

"@)

Notwithstauding any law to the

contrary, the importation of COVID-19 vaccine sha-Il

be exempt ftom import duties, taxes and other
fees, subject to the approval or licenses issued by
the Department of Health or the Food and Drug
Ailministration.
Persons who directly import petroleum
products defined under Republic Act No. 8479,

"([)

otherwise known as the 'Downstream Oil Industry
Deregulation Act of 1998', for resale in the Philippine
customs territory and/or il free zones as defined
under Republic Act No. 10863, otherv/ise known as
the Customs Modern.ization and TariffAct, sha]] not
be entitted to the foregoing tax and duty iacentives,
and shall be subject to appropriate taxes imposed
under this Code.

"Any 1aw to the coDtrary notwithstandi:rg,
the impottation of petroleum products by any
person, iDcludi!g registered business enterprises.

shall be subject to the payment of applicable

duties and taxes as provided under Eepublic Act
No. 10863, otherwise known as the Customs
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Modernizatioa and Tariff Act, and this Code,
respectively, upon i-oportation into the Philippine
customs territory and/or into free zones as defined
under Republic Act No. 10863, otherwise known as
tbe Customs Moderuization and TariffAct:
'T'roui.ded., Tltatthe importer can file for daims
for the refund ofduties and taxes applicable under
Republic Act No. 10863, otherwise known as the
Customs Modernization and Tariff Act, and this
Code, respectively, for direct or indirect export of
petroleun products, and/or other tax-exempt sales
urder the Customs Modernization and Tariff Act
arrd other special laws within the period provided
therein:

"Prouid.ed, further, That the importers who
subsequently export fuel, subject to the appropriate
rules of the fuel marLing program, may apply for
a refund of duties and taxes, as applicable under
Republic Act No. 10863, otherwise known as the

Customs Modernization and Tariff Act, and this
Code.

or when the performance commitment for job
generation is not met, the registered business
enterprises Eust subnit to their respective
Investment Promotion Agencies and the Fiscal
Incentives Review Board their justilication for the
same."

-

"SrC.296. Perbd. ol Auailment. The period
of availment of incentive by the registered business
enterprise shall be as follows:
"(A) For export enterprise and for domestic
market enterprise under the Strategic Investment

Priority Plan engaged in activities that are
classified as'critical': income tax holiday of
fow (4) to seven (?) years, depending on location
and industry priorities as specfied in this Section,

and followed by special corporate income tax
rate or enhanced deductions for ten (10) years.

'(G) Crude oil that is intended to be refined
at a local re6aery, including the volumes that are
lost and not converted to petroleum products
when the crude oil actually undergoes the refining
process, shall be exempt from payEent ofapplicable
duties and taxes upon importatio

"Registered business enterprises, whose
performance commitments include job generation,
shall maintain their employment levels to the ext€nt
practicable, and in the case ofreduced employment

D:

"Prouided., That applicable duties and taxes
on petroleum products shall be payable only upon

lifting of the petroleum products produced from
the i mported crude oil, subject to rules and regulations

that may be prescribed by the Bureau of Customs
and the Bureau oflnternal Reveuue, to ensure that
crude oil shall not be lifted from the refinery without
payment ofappropriate duties and taxes.

'Aqualified expansionor enttely new project
or activity registered under this Act may qualify to

avail of a new set of incentives and its period of
availment, granted under Sections 294 and 296 of
this Act, respectively, subject to the qualifications
set forth in the Strategic Investment Priority Plan
and performance review by the Fiscal Incentives
Review Board: Provid.ed', That existing registered
proj€cts or actiyities prior to the effectivity of this
Act may qualiS to register and avail ofthe incentives
granted under this Act for the prescribed period,
subjectto the criteria and conditions set forth in the
Strategic Investment Priority Plan;
"@) For domestic market enterprise r.nder the
Strategic Investment Priority Plan not classified as
critical, income tax holiday for four (4) to seven (7)
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years followed by special corporate income tax or
enhanced deductions for five (E) years:

"For the purpose of this Section, the
determiaation of the category shall be based on

'Prouided,, That only domestic market
enterprise, which has an investment capital
of not less than Five hundred million pesos

both location and industry of the registered
project or activity, and other relevant factors as
may be defined iu the Strategic Investment

(P500,000,000.00), shall be eligible for the special
corporate income tax rate.

Priority Plan.

'A qualified expansion or entirely new project
or activity registered under this Act may qualifu
to avail of a new set of incentives and its period
of availment granted under Sections 294 and 296
ofthis Act, respectively, subjectto the qualfications
set forth in the Strategic Investment priority plan
and performance review by the Fiscal Incentives
Review Board: houid.ed. That existing registered

shall be prioritized according to the level of

'The location ofthe registered project or activit5z

projects or activities prior to the effectivity of
this Act may qualify to register and avail of the
incentives granted under this Act for the
prescribed period, subject to the criteria and
conditions set forth in the Strategic Investment
Priority Plan.

development as follows: (1) National Capital Regioa;

(2) metropolitan areas or areas contiguous and
adjacent to the National Capital Region; and (3) all
other areas. The metropolitan areas shall be

determined by the National Economic and
Development Authority.

"The industry of the registered project or

activity shall be prioritized according to
national industrial strategy specified in the

Strategic Investment Priority Plan. The Strategic
Investment Priority Plan shal define the coverage

of the tiers and provide the conditions for
quali-fyin g the activities;

"The period of availment of the foregoing
incentives shall commence from the actual start

of commercial operations with the registered
business enterprise avafing of the tax incentives
within three (3) years from the date ofregistration,
unless otherwise provided in the Strategic
Investment Priority Plan and its corresponding
guidelines: Prouid,ed, That after the expiration
of the transitory period under Section Btl(C),

"(1) Tier I shall include activities that
(i) have high potential for job oeation; (ii) take
place in sectors with market failures resulting
in underprovision of basic goods and services;
(iii) generate value creation through inaovation,
upgrading or moving up the value chain; (iv) provide

essential support for sectors that are critical to
industrial development: or (v) are emerging owing

export enterprises registered prior to the effectivity
of this Act shall have the option to reapply and

to potential comparative advantage.

avail of the incentives granted under Section 294(8)

"These activities shall include agdculture,
fishing, forestry, and agribusiness activities,
including handicrafts intended for export, and
energy; ecozone and freeport zone development;
manufacturing of medical supplies, devices and
equipment, and construction of healthcare

for the same period provided under this Section,
and may still be extended for a certain period

notexceeding ten (10) years at any one time, subject

to the conditions and qualifications set forth

in the Strategic Investoent Priority Plan

and

performance review by the Fiscal Incentives
Review Board.

facilities; facilities for environraentally-sustainable
disposal of waste; infrastructure; manufacturing
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productivity, ef6.ciency, breakthroughs in science

and service industries that are emerging resulting
from innovation, upgrading or addressing gaps
in the supply and value chain; mass housing,
as well as infrastructwe, trarrcportation, utilities,
logistics and support services; the provision of

and health, and high-paying jobs; and manufactwing
of FDA-approved investigatiooal clrugs, medici-nes
and medical devices.

cyber security services; and plan-ned developments

t

that use technologies and digital solutions that
are crucial to the country's development.

I

"(2) Tier II shall inciude activities that
produce supplies, parts and components, and
intermediate services that are not locally produced
but are critical to industrial development and
import-substituting activities, including crude oil
refining.

"The period of availment of incentives based
the
combination of both location and industry
on
priorities, as determined in the Strategic Investment
Priority Plar, shall be as follows:

'Tor exporters and critical domestic market
activities:
Tier II

Tier I

Ti€r

[I

Inalustry fiers

National Capital

"(3) Tier III activities shall include
(i) research and development resulting in
demonstrably significant value-added, higher
productivity, improved efficiency, breakthroughs
in science and health, and high-paying jobs;
(ii) generation of new knowledge and iatellectual
property registered and/or licensed in the
Philippines; (iii) commercialization of patents,

4

RegioB

Metropoutan areaa
or areas coatiguous
ard adjacent to the
National Capital

I'ftI +

ITII + 1O

6

ITII +

6 I'IT{ + 10

7

rTtr + lo

IT}{ + 10

7

10 5

ED/SCIT

SITI{+10

ED/SCIT

ED/SCr',I

ED/SCIT

10

ED/SCIT

ED/SCIT

Resion

All other areas

ildustrial designs, copyrights and utility models
owned or co-owned by a registered business
enterprise; (iv) highly technical manufactr.rring;
or (v) are critical to the structural transformation
of the economy and require substantial catch-up

6

r'fE + 10
ED/SCIT

7

ED/SCIT

ITEI + IO

ED/SCIT

"For domestic market activities

efior.ts.

l-ocation

/

IEdustry Tiers

Tier I

Tier II

Tier

III

"These activities shall include agriculture,

fishing, forestry, agribusiness, and other
activities and services that indispensably
require the employment of knowledge processing,
modern science; data analfiics; creative content;
engineering; state of the art technologies;
technologies that are available in other couatries
but are not yet available or widely used in the
Ph-ilippines; and research and developrnent in the
process of production of goods and services,
resulting in demonstrably sigoficant value-added,

)

I

National Capital

4ITH+5

5ITH+5

6ITH+5

Region

ED/SCIT

ED/SCIT

ED/SCIT

Metmpolitan areas or
aEas contiguous and

SITH+5

6IT}I+5

TITH+5

ED/SC1T

ED/SCIT

ED/SCI'I'

6ITTI+5

7ITII+5

TITH+5

ED/SCIT

ED/SCIT

ED/SCIT

I
adjacent to NCR

All other areas
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"In addition to the incentives provided in tiers
above, projects or activities of registered enterprises
Iocated in areas recoveriag from armed conflict or a
major disaster, as determi:red by the Of6ce of the
President, shall be entitled to two (2) additional years
of income tax holiday.
'?rojects or activities registered prior to the
effectivity of this Act, or under the incentive system
provided herein that sha-il, in the duration of their
incentives, completely relocate foom the National
Capital Region, shall be entitled to three (3) additional
years of income tax boliday: Prouid.ed, That the
additional incentive shall commence at the completion
of the relocation of operations.

"The industry and locational prioritization
specified herein shall be subject to review arrd revision
every three (3) years in accordance with the Strategic
Investment Priority Plan, subject to the standards
in Section 300 hereof, or in exceptional circumstances,
to attract substantial investment to respond to a
situation or crisis or to target specific industries."

..THE

FISCAI

"CHAPTER

III

INCENTTV.T]S

RE}IEW BoARD

'(1)

Determine the target performance metrics
as conditions to avail of tax iDcentives;

"(2) Review and audit the compliance ofother
government agencies administering tax incentives,
with respect to the administration and grant of tax
incentives and impose sanctions such as, but not
limited to, withdrawal, suspension, or calcellation
oftheir power to grant tax incentives;

"(3) Determine the minimum contiguous
Iand area that vertical economic zones should
comply with;

"(4) Conduct regular monitoring and
evaluation of investment and non-investment tax
incentives, such as using cost-benefrt analysis (CBA)

to determine their impact on the economy and
whether agreed performance targets are met; and

"(5) Check and verify, as necessary, the
with
the terms and conditions of their availment,
in particular the agreed target performance
compliance of registered business enterprises

metrics, rufes and regulations ofthis Act, and other
relevant laws or issuances;
"@) To approve or disapprove, the grant of ta-r

"SEC.297. Expanded Functions of the
Fiscal Incentiues Reuizw Board- - The fu:octions
and powers of the Fiscal Incentives Review Board
created under Presidential Decree No. 776, as
amended, shall be expa.nded as follows:
"(A) To exercise policy making and oversight
functions on the administration and grant of tax
ilcentives by the Investment Promotion Agencies
and other government agencies administering tax
iucentives. In particular, the Fiscal Inceotives
Review Board sha]l:

incentives

to

the extent of the registered project

or activity upon the recommendation of the
Investment PromotionAgency: Provid.ed., That the

application for tax incentives shall be duly
accompanied by a coet-benefrt analysis: Prouided.,
further, That the Fiscal. Incentives Review Board

shall prescribe the data requirements for the
application of incentives to allow for the
calculation of costs and benefits upon application:
Prouided, further, That the grant of tax incentives
to registered projects or activities with investment
capital ofOne billion pesos (P1,000,000,000.00) and
below shall be delegated by the Fiscal Incentives
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Review Board to the concerned Investment
Promotion Agency to the ext€nt of the registered
project or activity: Proui.dzd., furthermore, Thattbe
Fiecal Incentives Eeview Board may increase
the threshold amount of One billion pesos
(P 1,000,000,000.00): Prouided, finally, Th.at tbe
application for tax incentives shall be deemed
approved if not acted upon within twenty (20) days

violations of any of the conditions imposed in the
grant of fiscal incentives, including, 5utr 1qf limited
to, the non-compliance of the agreed performance
commitments and endorse registereal business
enterprises whose incentives are cancelled,
suspended, or withdrawn to the concerned revenue
agencies for the assessment and collection of taxes
and duties due commencing ftom the fust year of
avail:r.ent;

from the date of submission of the application and
complete relevant supporting documents to the
Fiscal Incentives Review Board or the Investment
Promotion Agency, as the case may be;

"(F) To cancel, suspend, or withdraw the

"(C) To approve applications for tax eubsidies
to government-owned or -controlled corporations,
government instrumentalities, government
commissaries, and etate universities and colleges.

"For this purpose, the other government
agencies shall eneure complete submission of
applications, documents, records, books, or other
relevant data or material;

"(D) To formulate place-specific strategic
investment plans during periods of recovery from
calamities and post-conlliet situations and where
the Fiscal Incentives Review Board determines
that there is a need to attract many classes,
firms, that would accelerate the growth of a
region's flagship induetries, in accordance with
the Medium-Term Development PIan. The Fiscal
Incentives Eeview Board may formulate and
approve place-specific strategic investment plans
and recommend incentives to the President, follosring
the same procedure in Section 297;

"(E) To cancel, suepend, or withdraw the
enjoyment of fiscal incentives of concerned
registered businees enterprises on its own
initiatiye or upon the recommendation of
the Inveetment Promotion Agency for material

enjoyment of tax subsidy ofconcerned government-

owned or -controlled corporations, government
instrumentalities, government commissaries,
and state universities and colleges, and when
necessary, endorse the same to the concerned
revenue agencies for assessment and collection
oftaxes and duties due, hcluding frnes or penalties,
if warranted, for violations of a-ny of the conditions
imposed in the grant of tax subsidy, or provisions
ofthis Act, or applicabie rules;
"(G) To require Investment Plomotion
Agencies and other government agencies

ailministering tax ilcentives to submit, regularly
or when requested, summaries of approved
investment and i-ncentives granted, and fum- or
entity-level tax incentives and berefits data as
input to the Fiscal Incentives Review Board's
review and auilit function, and evaluation of
performance ofrecipients oftax incentives. For this
pu4)ose, the Fiscal Incentives R€view Board ehall
maintain a masterlist of registered products arrd
services for export or ilomestic consumption that
are entitled to incettives: Prov lcd,,That, to facilitate
compliance with the foregoing, the Department of
Tlade and Industry, in cootdination with relevant
regulatory bodies, shall cause the registration and
reporting by registered business enterprises of the
types of services rendeted whether domesticaliy
or to foreign clients; types of products manufactrued

domestically, products imported and solil locally,
a.nd products exported;
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"(II) To publish reg:ularly, per fum, the data
pertaining to the amount of tax incentives, tax

"(L) To promulgate such rulee and regulations
as may be necesaar5r to implement the intent and

pay':nents, a-nd other related fuformation, including
benefits data;

provisions of this Section;

"@ To obtain information, summon,
examine, inquire and receive from other

"(M) To recommend to the President the
grant of appropriate non-fiscal incentives in

government agen cies administering tax incentives,

governnent-owued or -controlled corporations,
government instrumentalities, government
eonmissaries, state universities and colleges,
and local government units, documents, records,
books, or other data relevant or material to
the resolution of issues arisilg from the approval,
disapproval, cancellation, suspension, withdtawal
or forfeiture of tax subsidy. or in imposing
penalties for violations of the terms and conditions
on the availnent of tax subsidy, or any of the
provisions of this Act;

"(.) To subrait annual reports to the Office
of the President, as part of the budget process,
covering its policy and activities in the administration

of this Act, including recommendations

oD.

tax

accordance with the Strategic Investment Priority
Plan for highly desirable projeets or very specfic
industrial activities and based on: (a) benefit-cost
analysis approved by the Fiscal Incentives Review
Board; and @) contai-ning a schedule ofbudgets of
expenditures and sources of financing with
magnitudes provisionally approved via resolution
for inclusion in the upcoming National Expenditure
Plans by the Development Budget Coordination
Committee;

"(lrl) To adopt policies for the development
and expansion of the domestic supply ehain in
order to reduce dependence on imports; promot€
diversification and sophistication of products
produced and services offered, whether exported
or consumed locally; and cater to local market

incentive policies and approval of tax incentives;

demand; and

"(IQ To decide on issues, on its own initiative
or upon the recommendation of the Investment
Promotion Agency, after due hearirg, concerning
the approval, disapproval, cancellation, suspension,
withdrawal, or forfeiture of tax ilcentives or tax
subsidy in accordance with this Act. The Fiscal
Incentives Review Board shall decide on the
matter within ninety (90) days from the date
whbn the Fisca-I Incentives Rewiew Board declares
the issues submitted for resolution. A business
enterprise adversely affected by the decision of
the Fiscal Incentives Review Board may, within
thirty (30) days from receipt of the adverse
decision, appeal the same to the Court of Tax

'(O) To exercise aII other powers necessary
or incidental to attain the purposes of this Act
and other laws vesting additional functions on

Appeals;

the Fiscal Incentives Review Board.

"The functions of the Fiscal Incentives
Review Board under Sections 297(A)(1) and (5),
(E), (G), (H), (O, and ({) shall be exercised in relation
to the grant of tax incentives to registered projects
or activities with the total investment capital of
more than One billion pesos @1,000,000,000.00),
as provided herein.

"Notwithstanding the provisions in the
preceding paragraphs, tax and duty incentives
granted through Iegislative franchisee shall be
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except€d from the foregoing expanded powers of

the Fiscal Incentivee Review Board to review,
withdraw, suspend, or cancel tax incentives and
subsidies."

Head or Assistant

"SEc.298. Composition

of the

Fiscal

Incenttues Reuizw Board,. - The Fiscal Incentives
Review Board shall be reconstituted as followe:

Secretary of Trade and

Industry
UndersecretarY or

Assistant SecretarY of

"Chairpereon -

Secreta:yofFinance

"Co-Chairperson

Secretary of Trade
and Industry

'Members

Undersecretary of
Trade and Industry
and Board of
Investments Managiog

Executive Secretary
of the Office of the

Budget and
Management

Deputy or Assistant
Director General of the
National Econonic and
Development AuthoritY

President
Commissioner or DePutY

Secretary ofBudget
and Management

Director General of
the National Economic
and Development

Conmissioner of
Internal Revenue
Commissioner or DePutY

Commissioner of
Cuetoms

Authority
"The Board shall have a technical committee,

which shall serve as its main support unit and
perform functions as may be assigned, and shall be
composed of the following:

"Chairperson

Commissioner of the
Pbjlippine Competition
Commission

Director General or
Undersecretary of
Finance

Chairpersoo or
Administrator of the
Investment Promotion
Lgencies: Provided ,

'Members

Undersecretary or
Assistant Secretary of
the Office of the
Executive Secretary

That the participation
ofthe Investment
Promotion Agency
representative in
deliberatione a.nd
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decision-making

Promotion Agencies or affects their power to

procesees of the

maintain or determine their respective organizatioml
structure and stqfffn g pattern."

technical committee

shall be limit€d to the
matters concerning

thet

"CHAPIER TV

Investment Pronotion

..QUAII!.IED

Agerrcy

'Secretariat

PROJECTS OR

ASIVITIES

FOR TAX INCENTTVES

The secretariat shall be
headed by an Assistant
Secretary of Finaace and

shall be staffed by the
National ?ax Research
Center."

"SEc.299. Structure and. Staffing
_
To support

pattern.

*

the expanded functions oi the Fiscal
Incentives Review Board, the National Tax
ttesearch Center, as secretariat thereof,
shall

creat€.three
addjtional groups, namely, Fiscal
-(B)
lncentives Management
Group, Monitoring and
Evahation Group, and l,egal Group. Er"i
;";;;
shall be composed of at least two (2) diviJions,
which will be headed by a deputy executrve
director.
'l he- existing administrative
and financial branch
of the National Tax Research Center shall
be
converted into a group to be headed
ly
a aepriy
executive director and will be composed
of four (+)

divieions, namely, finance,

h.,-u.

management and development. general"""or"""
seryices,

and maDagement and information system.

"SEc.300. Strategic lrl\estnTent Priority
Plan. - TlrcBoxd of Investments, i:r coordination
with the Fiscal Incentives Review Board, Investment
Promotion Agencies, other governnent agencies
administering tax incentives, and the private
sector, shall formulate the Strategic Inyestment
Priority Plan to be submitt€d to the President for
approval, which may contaia recommendations
for types of non-fiscal support needed to create
high-skilled jobs to grow a local pool ofenterprises,
particularly micro, small and medium enterprises
(MSMEs), that can supply to domestic and globai
value chains, to increase the sophistication of
products and services that are produced and/or
eourced domestically, to expald domestic supply
and reduce dependence on imports, and to attract
significant foreign capital or investment. The
Strategic Investnent Priority PIan shall be valid
for a period of three (3) years, subject to reYiew
and amendment every three (3) years thereafter
unless there would be a supervening event that
would necessitate its review.

*Prouided.,

That the Fiscal Incentives
^
Board
secretariat is authorized

Review

to determine

its organizational structure and staffing patterrl
and create such services, divisions, and units,
as.lt may require or deem necessary in the future,
subject to-the approval by the Department oi
Eudget and Management: provided, -[irw y,
Tlltat
nothrng herein modifres the existing organizational
structure and staffing patte.n of thelnvestment

"The Strategic Investment Priority Plan shall

contair the followtrg:

"(A) Priority projects or activities that are
included in the Philippine Development PIan or its
equivalent, or other government programs, taking
into account any ofthe followi:rg:

"(1)

Substantia-1 amount of investments;
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"(2) Considerable generation of employment,
especial.ly towards less developed areas;

"(3) Considerable amount of net exports;

'(4) Use of modern, advance, or new

u-ndergo an evaluation procees to determine the

suitability and potential of the induetry or the
sector in promoting long-term growth and
sustainable development, ald the national int€re6t.
In no case shall a sector or hdustry be incluiled
in the Strategic Investment Priority Plan u.nless it
is supported by a formal evaluation procesa or report.

technology;

"(5) Processes and innovations that wili
Iead towards the attaiament of the sustainable
development goals, shall include, but not be limited
to, adoption of adequate environmental protection
systems and sustainability strategies:
"(6) Addressing missiag li-n-ks and other gaps
i:r the supply or value chain or otherwise moving up
the value chain or product ladder;

'(7)

Promotion of market competitiveness;

"The projects or activities must comply w'ith
the specfic qualification requireneats or conditions

for a particular sector or industry and other
Iimitations as set and determined by the Board of
Investments, and in coordination with the Fiscal
Incentives Review Board.

"In no case shall the Investment Promotion
Ageacies accept applications unless the project or

activity is listed in the Strategic Investment
Priority PIan. Projects or actirrities not listed i-n
the Strategic Investment Priority Plan shall be
automatically disapproved."

"(8) Enhancement of the capabilities of
Filipilo enterprises and professionals to produce
a-nd offer hcreasingly sophisticated products and
services;

"(9) Contribution 16 phi'lippile food security
and increase incomes in the agriculture and
fisheries sector; or
"(10) Services and

activities that

ca.n

pronote

regional and global operations in the country.

"(B) Scope and coverage o{ Iocation and
industry tiers i-a Section 296; and
"(C) Terms and conditions on the grant of
enhanced deductions under Section 294(C).
"A-Il sectors or industries

that nay be ilcluded

in the Strategic Inyestment Priorifu Plan shal_l

"SEC. 301. Power of the hesidznt to Grctnt
Incentiues. - Notwithstanding the provisions of
Sections 295 and 296, the President may, in the
hterest of national economic development and
upon the reconmendation of the Fiscal Incentives
Review Board, modify the mix, period or manner
of availment of incentives provided under this
Code or craft the appropriate financial support
package for a higbly desirable project or a specific
industria-l activity based on defrned development
strategies for creating high-value jobs, building
new irdustries to diversify economic activities, and
attracting significant foreign and domestic capital
or investment, and the frscal requirements of the
activity or project, subject to ma-rinum incentive
levels recommended by the Fiscal Incentives
Review Board: Prouidzd, Tb.at the grant of income
tax holiday shall not exceed eight (8) years and
thereafLer, a special corporate income tax rate of
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five percent (5%) may be granted: Prouided,, furth,er,

I'hat the total period of incentive availment sha-Il
not erceed forty (40) years.

"The Fiscal Incentives Review Board shall
determine whether the benefits that the Govemment

may derive from such iDvestment are clear and
conviacing and far outweigh the cost of incentives
that wi-ll be granted in determining whether a
project or activity is higbly desirable.
"The exercise by the President of his powers

under this Section shall be based on a positive
recommendation from the Fiscal Incentives Reyiew
Board upon its determiaation that the following
conditions are satisfied:

"(f) The project has a comprehensive
sustaiaable development plan with clear inclusive
business approaches, and high level of sophistication
a:ed innovation; and

'(2) Minimum investment capital of Fifty
billion pesos @50,000,000,000.00) or its equivalent
in US dollars, or a miaimum direct local emplotment
generation of at least ten thousand (10,000) within
three (3) years from the issuance of the certficate
of entitlement.
'Prouided, That the threshold shall be
subject to a periotlic review by the Fiscal Incentives
Review Board every three (3) years, taking into
consideration internati.onal standards or other
economic indicators: Provided,, further, That if
the project fails to substantially meet the projected
impact on the economy and agreed performance
targets, the Fiscal Incentives Review Board ehall
recommend to the President the cancellation of
the ta-x ilcentive or financial support package or
the modified period or manner of availment of
incentive€, after due heariug and an adequate

agreed
opportunity to substantially cooply with the
outputs'
perform a-nce tangets and

'Tor this purpose, frnancial eupport includes
utilization of gover''tent resources such as land
*"t"" aplropriation, power provision' and
""",
support pro"ision under the annual
toig"turv
Act'
APProPriations
General
"This power of the President, in as far as it
com-ands idditional public sector expenditures'in
suooort of investors, is suspended during frscal
u"'.r" *h"o, an unimaginable fiscal deficit is
d""lar"d by the President on the advice of the
O"r"for-""t g"aget Coordination Committee with a
consequence thatlven core budgetary obligations'
such ;s, but not limited to, mandatory revenue
ulloi-urr* for local government units and budget
for the National Economic and Development
Authori!y's core public investments program' cannot
be fully frnanced.

"The Presiilent may, upon request of an
Investment Promotion Agency, exempt the la-tjfl
KII
f.o- tfr" coverage of the provisions of Title
approval
and
review
the
to
respect
of thig Code wlth
poliry
oi applications for incentives, or modify the
Board
Review
Incentives
Fiscal
for
oo l'fru"t ota"
pursuant to Section 297, should any of

"rpro"tf.,
the following

conilitions exist:

"(A) When incentives system proYided herekr
cause ; signficant, demonstrable, and attributable
,lamage io the performance of an Investment
Promotion AgencY;

"@) When

it is reasonably

evident that the

incentives granted are no longer adequate, necessary'
or appropriate;
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Upon approval of
the Strategic Investment Priority P1a4 i-n whole
or in part, or upon approval of an amendment
thereof, the Plan or the amendment, specifying
and tleclaring the areas of i-nvestments shall be
nubliehed in it least one (1) newspaper of geueral
'"ir"rl"tioo or i-n the Officiot Gazette: Prouided'
"SEc. 303. Pubticatinn.

"(C) When there is need to modi& incentive
privileges in the light of technologrcal, economic,
and social changes; or

"@) When there is need to redesign the tax
incentive schemes to obviate unemployment and
avoid economic and social dislocation:
'?rouid,ed, That the abovementioned request

is approved by a najority vote of its governing
board:
"Provid.ed.,

further, That such request is

supported by a cost-benefit analysis reviewed by

-

That all such areas in the exieting Strategic
Investment Priority Plan shall be open for
application until publication of an amendment
or deletion thereof."

"SEc.304. Qualification s of a Registered
Business Enterprise for Tax Incentiues' - In the
review and grant of tax incentives, the registered

the Fiscal Incentives Review Board, and other
quantitative ald qualitative evidence demonstrating

business enterpdse must:

the Investment Promotion Agency's performalce:

"(A) Be engaged in a projecb or actiYif induded
ilr the Strategic Investment Priority Plan;

"Prouided, finally, Tbat the Investment
Promotion Agency shall abide by the incentives
regime provided herein:

"Notwithstanding the provisions in the
preceding paragraphs, tax and duty incentives
granted through legislative franchises shall be
excepted from the foregoingpowers ofthe President
to review, withdraw, suspend, or cancel tax
ilcentives and subsidies."
"SEc.302. Amendments to the Strategic
- Subject to publication
requirements and the criteria for investment
priority determination, the Board of Investments
may include additional areas in the Strategic
Investment Priority Plan, alter any of the terms
of the declaration of an investment area, and
temporarily suspend projects or activities on the
Strategic Investment Priority PIan if it considers
that such project or activity is no longer a priority
withil the effectivity of the Strategic Investment
Prioriry Plan."
Inuestment Prioritr Plan.

"@) Meet the target performance metrics after
the agreed time Period;

"(Q InstaJl an adequate accounting system
that shali identify the investments, revenues'
costs and profits or losses of each registered
project or activity undertaken by the enterprise
seDaratelv from the aggregate investments'

."r"rrr"",

costs anii profrts or losses of the wbole

enterprise; or establish a separate corporation for
each registered projeet or activiry if the Investment
Promotion Agency should so require:

"@) Comply with the e-receipting and e-sales
requirement ir accordance with Sections 237 and
23?(a) ofthis Code; and
"@) Submit annual reports of beneficial
ownerslip ofthe orga:dzation and related parties"'
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"CHAPTER V
..TAx INCENTIVES
MANAGEIUENT
AND TRANSPAREN CY

"SEc. 305. Filing of Tax Returns and,
Submission of Tax Incenttues Beporis. - All
registered business enterprises and other
regist€red entities whether taxable or exempt, are

required to file their tax returns and pay their
tax liabilities, on or before the deadline as provided
under the National Internal Revenue Code of 1997,
as amended, using the electronic system for fllirrg
and payment of taxes with the Bureau of Internal
Revenue: Prouided,, That for purposes of complying

with their tax obligations, cooperatives and other
registered entities, which do not have access to

the electronic facilities, shall file with their
respective revenue district ofEces.

"For registered business enterprises and
other registered enterprises availing of tax
incentives administered by the Investment
Promotion Agencies and other governmeut agencies

administering tax incentives, they shail flle with
their respective Investment Promotion Agencies
or other government agencies administering tax
incentives a complete annual tax incentives report
of their inmme-based tax incentives, VAT exemptions
and zero-rating, customs dutlz exemptions, deductiors,

crefits or exclusions from the income tax base, and
exemptions from loca-l taxes, as provided under
Section 294 of this Act and in the special laws of
the concerned Investment Promotion Agency or
other government agency administering tax
incentives, and respective laws, and a complete
annual benefits report which shall ilcluile data
such as, but not iimited to, the approved and
actual amount ofinvestments, approved and actual
employment level and job creation including
information on quality ofjobs and hiing of foreign
and local workers, approved

ald actual exports and

imports, domestic pwchases, profits and ilividend
payout, all taxes paid, withheld and foregone
withi-n thir8 (30) calendar days from the statutory
deadline for frling of tax returns and payment
of taxes: Provided, That a copy of the report shali

be simultaneously eubnitted to the Fiscal
Incentives Beview Board in electronic form.

"The Investment Promotion Agencies and
other government agencies administering tax
incentives g[all, wifhin sirty (60) ca]endar days
from the end of the statutory deadliae for filing
of the relevant tax returns, submit to the Bureau
of Internal Revenue, their respective annual
tax incentives reports based on the list of the
registereil busi:ness enterprises and other registered
enterprises, which have frled said tax incentives
rcpotx: Prouided, That the reportorial requirement
under Section 3 of Repubiic Act No. 10963 or the
'TR-AIN Law' sha.il be covered by this Section.
"The details of the tax incentives leports, as
provided ilr the preceding paragraphs, shall be
provided in the implementilg rules and regulatious
of this Act.

"The foregoing provisions shall be without
prejudice to the right of the Bureau of Internal
Revenue and the Bureau of Customs to assess
and/or audit tax liabilities, if any, within the
prescribed period provided in the National Internal
Revenue Code of 1997, as amended, and Republic
Act No. 10863, otherwise known as the Customs
Modernization and Tariff Act, as ameuded,
respectively."

"SEC. 306. Monitoring, Eualuation, and
Reporting of Tax Incentiues. - Notwithstanding

any Iaw to the contrary, the Bureau of Internal
Revenue and the Bu.reau of Customs shall submit
to the Department of Finalce; (a) all tax and duW
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incentives of registered business enterprises and
other registered enterprises, as reflected in their
f.Ied tax returns and import entries; and (b) actual
tax and duty incentives as evaluated and determined
by the Bureau of Internal Revenue and the Bureau
ofCustoms.
"The Department of Finance shall maintain
a si-ngle database for monitoring and analysis of
tax incentives graated.

"The Fiscal Incentives Review Board is
mandated to systematically collect and store
all tax incentives and benefit data from the
Department of Finance, Investnent Promotion
Agencies, other government agencies admirristering

tax incentives, registered business enterprises,
and other registered enterprises, as well as to
evaluate and aesess the process, outcomes, and
impact of incentives granted to firms to determine
whether agreed performance targets and intended
results and outcomes are met. ?he method of
evaluation may ilclude the conduct of cost-benefi.t
analysis or other process and impact evaluation
nethods: Prouided, That for purposes of this Act,

the term cost-benefit analysis refers to the
systematic evaluation of the total costs of grantilg
tax incentives uis-ti-uis the total benefrts derived
from the grant of tax incentives based on the

annual tax incentive report, annual benefits
report, and other related sources, to calculat€ the
net benefit or cost associated with tax incentives.
"Forpurposes

of

monitoring and transparency,

the Department of Fiaance shall subnit to the
Department of Budget and Management (DBI\tt) a
per fum and per registered project and activifu data
arianged on a sectoral and per industry basis: (1) the
amount of tax incentives availed of by registered
business enterprises and other registered enterprises;
(2) the estimate claims of tax fucentives imr:aediately

preceding the current year; (3) the programmed tax
incentives for the current year; and (4) the projected
tax ilcentives for the following year.

"The aforesaid data shall be reflect€d by the

DBM in the annual Budget of Expenditures
and Sources of Financing @ESF), which shall
be known as the Tax Incentives Information

(fII)

Section: Prouided, That the tax incentives
i::formation shall include a per firm data related
to incentives availed of by registered business
enterprises and other registered enterprises based
on the submissions of the Department of Finance
and the concerned Investment Promotion Agencies

and other government agencies administerilg

tax incentives, categorized by sector, by Investment
Promotion Agency or. other government agency

ad-miristering tax incentives, and by tlpe of tax
incentive: Provided, further,'flnat the results of
the cost-benefit analysis shall be published at the
per firm Ievel by the Fiscal Incentives Review
board and a report shall be submitted to the
President and Congress orr ar] annual basis'"

307. Cond.uct of Impott Eualuatinn on
Tax Incentiues. - The Fiscal Incentives Review
Board is mandated to conduct impact evaluation
such as a cost-benefi.t analysis on the investment
and non'investment incentives to determine the
i.mpact oftax iracentives on the Philippine economy
"SEc-

and on the relevant sector'
"For this purpose, the Departrnent of Fi-nance,
aII heads ofthe Investment Promotion Agencies and

other government agencies administering tax
incentives sha1l submit to the Fiscal Incentives

Review Board per firm- and per registered project- or
actiyity-Ieve1 in a machine-readable format:
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'Q) Data on tax incentives

based on the

submissions of registered business enterprises and
other registered eDterprises; aad

"(2) Other ilvestment_ and non_iDvestment_

related data.

'A third party

government institution mav
conduct on its own or upon request of th" Fi""rl

Incentives Review Board a peer review of the
inpact evaluation of the Board, or a parailel
impact evaluation on the investment and
non-investment incentives to determine the
impact of the tax incentives on the philippine
economy and on the releyant sector. prouided,,
That for this purpose the Fiscal Incentives
Review Board may provide anonymized firm.level
data to the third party government institution,

subject to a data sharing agreement.,,

. jPEc 308. Perualties for NoncornpLiance
uith Filing and Reportorial Requirements'. _ Any
registered busioess enterprise or other registerei
enterprise,- which fails to comply with frling and
reportorial requirements with the approp"irt"
Investment Promotion Agencies or other
iorern-ent
aq9n1i9s administering tax incentives and/or,
which fails to show proof of fiIiag of tax relurns

using the electronic system for fiIilg and payment
of taxes of the Bureau of Internal Revenue -under
Sectron 305 hereo{ shall be imposed the following
penalties by the appropriate Investment promotion
Agency or.other government agency administering
tax incentives:

'(A) First (1s) Violatiotr - payment of a filre
amounting to One hundred thousand pesos
@100,000.00);

"@) Second

(2Dd)

Violation _ payment of a

frle amounting to Five huldred thousand
(P500,000.00): and

pesos

"(C) Third (s'9 Violation- Ca-ncellation by the
Fiscal Incentives Review Board of the registration
of the registered business ent€rprise or registered
entity with the Investment Promotion Agency or

other government agency administering tax
incentives.
"Provi.dcd., That if the failure to show such
proof is not due to the fault of the registered
business enterprises or other registered enterprises,

the same shall not be a glound for the suspension
of the Income Ta-x Holiday (ITH) aniUor other tax
incentives availment: Provid.ed, further, That
collections from the pena.lties shall accrue to the
general fund.

"After due process, the Fiscal Incentives
Review Board or the concerned Investmeut
Promotion Agency, as the case may be, may cancel
the registration, suspend the enjol'ment ofincentive
benefits of any registered enterprise, and/or require
refund of incentives enjoyed by such enterprise,
including interests arrd monetary penalties, for any
materia-l misrepresentation of information for the
purpose of availilg more incentives than what it
is entitled to under this Code .

"Prouid.ed, That the Fiscal Incentives
Review Board, with the recommendation of the
Commissioner, rnay revoke or suspend incentives
granted by an Inyestment Promotion Agency
and-/or order a business closure of a registered
business enterprise that violates fitle \rI (Excise
Taxes on Certai.n Goods) and fitle X (Statutory
Offenses and Penalties) of this Code and other
related revenue regulations, ord.ers, or issuances
of the government: Prouided,, /urtirer, That such
authority shall cover the acts of the registered
business eaterprise committed even ia the first
year of availment of ilcentives. Notwithstantling
the provisions of this Section, the Department of
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310. Establishmentof One-Stop Actbn
All lnvestment Promotion Agencies shall
establish a one-stop shop or one-stop action cent€r
that will facilitate and expedite, to the extent
possible, the setting up and conduct of registered
projects or activities, including assistance in
coortlinating with the local government units and
other goyernment agencies to comply with Republic
Act No. 11032, otherwise known as the Ease of
Doing Business and EfEcient Government Service
Delivery Act of 2018: Prouid.ed, howeuer, That tbe
enterprises shall continue to avail of the one-stop
shop facility notwithstanding the expiration of
their irncentives under this Code."
"SEc.

Finance, the Bureau of Internal Revenue, and the
Bureau of Custom.s shall retain their respective
mandates, powers and funcf,ions ae provided for
under this Act and related laws.

"Any government ofEcial or employee who

fails without justifiable reason to proviile or
furnish the required tax incentives report or
other data or information as required under
Sections 306 and 307 ofthis Act shell be penalized,

after due process, by a fine equivalent to the
official's or employee's basic sal.ary for a period
of one (1) month to six (6) months or by suspension

from government service for not more than one (1)
year, or both, in addition to any criminal and
administrative penalties imposable under existilg
laws."

"CHAPTER VT
"TRANsrroRy AND MrscELt,ANEous pRoylsroNs

"SEC.309. Prohibition on Registered
Actiuities. - A qualified registered project or
activity under an Investnent Promotion Agency
administerhg an economic zone or freeport shall
be exclusively conducted or operated within the
geographical bounilaries of the zone or freeport
being administered by the Investment Promotion
in which the project or activity is
registered: Provided,, That a registered business
enterprise may conduct or operate more than one
qualifred registered project or activity withia the
same zone or freeport under the same Investment
Promotion Agency: Prouid,ed,, further, That any
project or acbivity conducted or performed outside
the geographical boundaries of the zone or freeport
shall not be entitled to the i-ncentives provided in
this Act, u-n-less such project or activity is conducted
or operated under another Investment Promotion

Agency

Agency."

Center.

-

"SEC.311.

Inuestnents Prior to

the

Effectiuity of This Act. - Registered business
enterprises with incentives granted prior to the
effectivity of this Act shall be subject to the
following rules:

"(A) Registered business enterprises whose
projects or activities were grantecl only an i:rcome

tax holiday prior to the effeetivity of thi6 Act
shali be allowed to continue with the availment
of the income tax holiday for the remaining
period of the income tax holiday as specfied in
the terms and conditions of their regietration:
Prouided, That for those that have been granted
the incone tax holiday but have not yet availed
of the incentive upon the effectivity of this Act,
they may use the income tax holiday for the
period speeified in the terms and conditions of
their registration;
"@) Registered business enterprises, whose
projects or activities were granted an income tax
holiday prior to the effectivity of this Act and that
are entitled to the five percent (5%) t€x on gross
income earqed incentive after the income tax
holiday, shall be allowed to avail of the five percent
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(5%) tax on gross income earned incentive based
on Subsection (C); a-nd

"(C)

Re

gistered businees enter?ri8es currentJy

availing of the five pexcent (6%) tax on gross
incone earned granted prior to the effectivity of
this Act eha-ll be alowed to continue availing the
said tax i:rcentive at the rate of five percent (5%)
for ten (10) years."

(5) Sections 7 and 8 of Republic Act No' 9490' entitied:
"A, l,"iE"tub["hirg the Aurora Special Eeonomic Zone-in the
pr-o.rio* ofe"rota, dreatiug for the Purpose the Aurora Special
e""""-i. Zone Authority, Appropliating Funds Therefo,r
No-' 10083'
and for Other Purposes", as amended by RepublicAct

"a"

Lt

e-ending Republic Act No' 9490' Otherwise

"itiit"a'
Kno*n as thu 'Alrrora

Special Economic Zone Act of 2007' ";

laws, inrcludingthe
@) The provisione of the folloqring

ta-x

inc"otir"., that are inconsistent with this Act are hereby
repealed:

SEc. 17. Repealing Clause.

-

(a) To transfer to the Fiscal Incentives Review Board the
power of the Investmetrt Promotion Agency Board to reyiew,
approve, or disapprove fiscal ilcentives and to mandate the
Investment Promotion Agency Board to recomrnend to the Fiscal

(1) Articles 3e(A), @), (C), @), (H), (D, ('0. p) 3a $Q;
226'
40,41:42,67,62,63, 64, 65, and 6? ofExecutive Order No'
Code
Investments
Omnibus
The
."ri"" of fSbZ, "ntitled:
amended bv Republic Act No' 7918, and further
""
"i-igaz,
ameniled bY RePub1ic Act No. 8756;

Incentives Reyiew Board after a thorough review ofthe application,
the approval or disapproval of the same, the following provisions
are hereby repealed:

(2) Executive Order No' 85, series of 2019' entitled:
''RBdutg the Rates of Duty on Capital Equipment' Slale Parts

(1) Article 7(14) of Executive Order No. 226, senes of 1987,
entitled: The Omnibus Investments Code of 198?;
(2) Section 1(G) ofExecutive Order No. 458, series of 1991,
entitled: "Devolving the Powers and Functions of the Board of
Investments Over Investments Within the Autonomous Region
in Muslim Minda::ao to the Autonomous Regional Government
and for Other Purposes";
(3) Section 8 of Republic Act No. 9400, entitled: "An Act
46gnding RepublicAct No. 7227, as Amended, Otherwise Known
as the Bases Conversion arrd Development Act of 1992, and for
Other Purposes";

(4) Section 85(a) of Subchapter IV-B of Republic Act
No. 9593, entitled: "An Act Declari-ng a National Policy for
Tourism as an Engine of Investment, Employment, Growth
and National Development, and Strengtheniag the Department
of Tourism and its Attached Agencies to Effectively and
Ef6ciently Implement That Policy, and Appropriating Funds
Therefor", as amended by Republic Act No. 11262; and

and Acces-sories Imported by Board oflnvestments
New and ExPanding Enterprises" ;

-

Registered

(3) Presidentiat Decree No 66, entitled: "Creatilg the
'Pro"essing
Zone Authority and Revising Republic Act
Expori
No.5490':

(4) Section 4(e) of Republic Act No' 7903' entitled: "An Act
C.eatirg a Special iconomic Zone and Free Port in the CiE
Creating for This Purpose the Zamboanga
of lu.ioroi""n"o"omic
Zone Authority, Appropriating Funils
CIW Sp""iuf
Therefor, and for Other PurPoses";

(5) Section 7 of Republic Act 9400, entitled: "Ar Act
Amending Republic Act No. 7227, as Amended' Otherwis-e
iluses Conversion and Development Act of 1992'
Ktro*o
^Jth"
and for Other Purposes ' ;
(6) Section 4@) of Republic Act No 7922' entitled: "AnArct
in the
EstaUishiag a Speciat Economic Zone and Free Port
in the
Islands
Neighboring
ilt"J*"fi i "f S:rt* Ana and the
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Municipality of Aparri, Province of Cagayan, Proviili:lg Funds
Therefor, and for Other Purposes";

(?)

Sections 23 and 42 ofRepublicAct No. 7916, entitied:

"An Act Providiag for the l,egal Framework and Mechanisms
for the Creation, Operation, Administration, and Coordination
of Specia-l Economic Zones in the Philippines, Creati.ng for this
Purpose, the Philippine Econonic Zone Authority (PEZA), and
for Other Purposes" as amended by Republic Act No. 8748;

(8)

Sections 4(i),5(a), (b), (d), (e), (0, (c), G), 6), G), and
(m), a:ad 9 ofRepublic Act No. 9490, entitied: "An Acb Establishing

the Aurora Special Economic Zone in the Province of Aurora,
Creating for the Purpose the Aurora Special Economic Zone
Authority, Appropriating Funds Therefor and for Other Purposes ',
as amended by Republic Act No. 10083;

(9)

Sections 5, 9, and 10 of Republic Act No- 9728, entitled:

Act Convertiag the Bataan Economic Zone located in the
Municipality ofMariveles, Province ofBataan, into the Freeport
Area of Bataan @AB), Creating for this Purpose the Authority
of the Freeport Area of Bataan (Atr'AB), Appropriating Funds
Therefor and for Other Purposes';
"A-n

(10) Section 16 of Republic Act No. 7844, entitled: "A:r Act
to Develop Exports as a Key Towards the Achievement of the
National Goa]s Towards the Year 2000';
(11) Sections 86(a), (c), (d), (e), (0, and 88 of Republic Act
No. 9593, entitled: "An Act Declarirg a National Policy for
Tourism as an Engile oflnvestment, Employment, Growth and
National Development, and Streng:thening the Department
of Tourism and its Attached Agencies to Effectively and
Effrciently Inplement That Policy, and Appropriating Funds
Therefor"; and
(12) Section 1(a) and (e) of Presidential Decree No. 1955,
entitled: 'Withdrawing, Subject to Certain Conditioas, the Duty
and Tax Privileges Graated to Private Business Enterprises

and/or Persous Engaged in Any Economic Activity, and
for Other Purposes".

(c) To expand the powers and functions of the Fiscal
Incentives Review Board and enhance its membership, the
provisions of the following laws that are irconsistent with this
Act are hereby repealed:

(l) Sections 1(6) and 2 of Presidential Deree No. 776, .
entitled: "Moilifying All Laws, Acts, Decrees, Orders and
Ordinances, Granting Subsidies, Exemptions from Taxes,
Duties, Fees, Imposts and Other Charges Under Certain
Exceptions ald Creating a Fiscal Incentives Board';
(2) Section 2 of Presidential Decree No. 1931, series of
1984, entitled: "Directing the Rationalization of Duty and Tax

Exemption Privileges Granted to Government- Owned
or -Controlled Corporations and All Other Units ofcovernment'';

(3) Section l(c) and (d) ofExecutive Order No. 93, eeries of
1986, entitled:

"\trithdrawing All Tax and Duty Incentives, Subject

to Certain Exceptions, Expanding the Powers of the Fiscal
Incentives Review Board and for Other Purposes"; and

(4) Memorandum Order No. 23, series of 1986, entitled:
"Expanding the Membership of the Fiscal Incentives Review
Board @IRB)".

(d) The provisions ofthe followinglaws on the Investment
Priorities Plan that are inconsist€nt with the provisions of this
Act are hereby repealed:
(1) Articles 7(l),22, 26,27, 28,29, 30, 3l and 32 of
Executive Order No. 226, series of 1987, entitled: The Omnibus
Investments Code of1987, as anoended; and
(2) Sections 2 and 3 of Executive Order No. 458, eeries of
1991, entitled: "Devolving the Powers and Functions of the

Board of Investments Over Investmente Within the

Autonomous Region in Muslim Mindanao to the Autonomous
Regional Government and for Other Purposes".
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Freeport Area of Bataan (AFAB), Appropriating Funds

(e) Sections 4, 5, 6, and 7 of Republic Act No. 10708,
entitled: "An Act Enhaucing Transparency in the Management
and Accounting of Tax Incentives Ad:ninistered by Investment

Therefor and for Other Purposes", as amended by Republic Act

Promotion Agencies", are also repealed for beiag inconeist€nt

(5) Sections 5(l), 12(b), and 13ft)(11) of Republic Act
No. 7227, entitled: iAn Act Accelerating the Conversion of
Military Reservations into Other Productive Uses, Creating
the Bases Conversion and Development Authority for this
Purpose, Providing Funds Therefor and for Other Purposes",

with this Act.

(f) Article 7(11) ofBxecutive Order No. 226, series of 1987,
entitled: fhe Omnibus Investments Code of 1987.

No. 11453;

as amended by Republic Act No. 9400;

Sec- 18- Amendntory Clnuse.

-

(a) To transfer to the Fiscal Incentives Review Board
the power of the Inve8tment Promotion Agency Board to
review, approve, or tlisapprove liscal incentives and to mandate
the Investment Promotion Agency Board to recommend to the

Fiscal Incentivee Review Board after a thorough review of
the application, the approval or disapproval of the same,
the following provisions are hereby amended:
(1) Articles 7(3) and (8), 34, 35, and 36 of Executive
Order No. 226, eeries of 1987, entitled: The Omnibus
Investments Code of 1987;

(2) Section 1(A), (B), (D), and @) of Executive Order
No. 458, series of 1991, entitled: "Devolving the Powers and
Functions of the Board of Investments Over Investments
Withia the Autonomous Region in Muslim Mindanao to the
Autonomous Regional Government and for Other Purposes";
(3) Section 7(a) and (c) ofRepublicAct No. 7903, entitled:
"An Act Creating a Special Economic Zone and Free Port
in the City of Zamboanga Creating for This Purpose
the Zamboanga City Special Economic Zone Authority,
Appropriating Funds Therefor, and for Other Purposes";
(4) Sections 4(1), 8 and 13(c), (d), (r), (w) and (x) of
Republic Act No. 9728, entitled: 'An Act Converting the
Bataan Economic Zone Located ia the Municipality of
Marivelee, Province of Bataan, into the Freeport Area of
Bataan (FAB), Creating for this Purpose the Authority of the

(6) Section 69(n) of Subchapter IV-B of Repubiic
Act No. 9593, entitled: "An Act Declaring a National Policy
for Tourism as an Engile of Investment, Emplolment, Growth
and National Development, and Strengthening the
Department of Tourism anil its Attached Agencies to Effectiveiy

and Efficiently Inplement That Policy, and Appropriating
Funds Therefof', as amended by Bepublic Act No. 11262;

(7) Section 12(a), (b) and (u) of Republic Act
No. 9490, entitled: "An Act Establishing the Aurora Special
Economic Zone in the Province of Aurora, Creating for the
Purpose the Aurora Special Economic Zone Authority,
Appropriating Funds Therefor and for Other Purposes",
as amended by Republic Act No. 10083, entitled: "An Act
Amending Republic Act No. 9490, Otherwise Known as
the 'Aurora Special Economic Zone Act of 2007' ";

(8) Section 6(c) and @ ofRepubl-ic Act No. 7922, entitied:
"An Act Establishing a Special Economic Zone and Free Port
i-rl the Municipality ofSanta Ara aad the Neighboring Islands
in the Municipalif of Aparri, Provi-nce of Cagayan, Providing
Funds Therefor, and for Other Purposes';
(9) Sections a(a) and (q), arrd 6 of Presidential. Decree
No. 538, entitled: "Creating ared Establishing the PHWIDEC
Industrial Authority and Maki.ng it a Subsidiary Agency

of the Philippine Veterans Investmeot Development
Corporation, Defining its Powers, Functions and Responsibilities,
and for Other Purposes" ; and
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(10) Sections 12 (a) a:rd ft) and 13(a), (b) and (i), aad 15
of Republic Act No. 7916, entitled: "An Act Provitling for the

No. 9490, Otherwise Known as the Aurora Special Economic

Zote Act of 2007' " ;

Legal Framework and Mechanisms for the Creation,
Operation, Administration, and Coordination of Special
Econonic Zones i:l the Philippines, Creating for this Purpose,
the Philippine Economic Zone Authority (PEZA), and for

(6) Section 4(f1 of Republic Act No. 7903, entitled: "A-n Act
Creati-ng a Special Economic Zone and Free Port in the City of
Zamboanga Creating for This Purpose the Zamboalga City

Other Purposes", as amended by Republic Act No. 8748.

*l
(b) The provisions of the following laws, including the
tax ilcentives, that are inconsistent with this Act are hereby

fi

amended:

(1) Articles 69,77, and,78 of Executive Order No. 226,
series of 1987, entitled: The Onnibus Investments Code of

Act No. 10083, entitled: "An Act Amending Republic Act

fl

Special Economic Zone Authority, Appropriating Funds
Therefor, and for Other Purposes";

(?) Section 4(c) of Republic Act No. 7922, entitled: "An Act
f,st2Slishing a Special Economic Zone and Free Port in the
Municipality of Santa A:ra and the Neighboring Islanils in
the Municipality of Aparri, Province of Cagayan, Providing
Funds Therefor, and for Other Purposes';

1987, as amended;

(2) Sections 24 and 35 ofRepublic Act No. 7916, entitled:
"An Act Providing for the kgal Framework and Mechanisns
for the Creation, Operation, Administration, and Coordination
ofSpecial Economic Zones in the Philippines, Creatiag for this
Pu4lose, the Philippine Economic Zone Authority @EZA), and

fl
il

for Other Purposes", as amended by Republic Act No. 8748;

(9) Sections 6(k), la(e), 39, 76, 85(c) and 86(b) of

(3) Sections fz(c), 15, 15-A, 15-B, 15-C of Republic Act
No. 7227, entitled: "Al Act Accelerating the Conversion of
Military Reservations into Other Productive Uses, Creatilg
the Bases Conversion and Development Authority for this
Purpose, Providing Funds Therefor ald for Other Purposes"
as amended by Republic Act No. 9400, and fi:rther amended

Republic Act No. 9593, entitied: "An Act Declaring a Nationa-l
Policy for Tourism as aa Engine of Investment, Employment,

Growth and National Development, and Strengthening
the Department of Tourism and its Attached Agencies to
Effectively and Efficiently Implement That Policy, and
Appropriati-ng Funds Therefor';

by Executive Order No. 619, series of2007;

(4) Section 6 of Republic Act 9400, entitled: "An Act
Amending Republic Act No. ?227, as Amended, Otherwise
Known as the Bases Conversion and DevelopmentAct of 1992,
and for Other Purposes";

il
1
I

(5) Section 5(c) of Republic Act No. 9490, entitled: "An Act
Establishing the Aurora Special Economic Zone iu the
Province of Aurora, Creating for the Purpose the Aurora
Special Economic Zone Authority, Appropriating Funds
Therefor and for Other Purposes", as amended by Republic

(8) Section 6 of Republic Act No. 9728, entitled: "A:r Act
Converting the Bataan Econorric Zone Located in the
Municipality of Mariveles, Province of Bataan, into the
Freeport Area of Bataan (FAB), Creating for this Purpose
the Authority of the Freeport Area of Bataan (AFAB),
Appropriating Funds Therefor and for Other Purposes";

(10) Section 8 of Presidential Decree No. 538, entitled:

"Creating and Establishing the PHIVIDEC Industrial
Authority and Making it a Subsidiary Agency of the
Philippine Veterans Investment Development Corporation,
Defining its Powers, Functions and ResponsibiJ.ities, and
for Other Purposes", as amended by Presidential Decree
No. 1491; and

I

ll
it

(11) Section 1(1.1) of Executive Order No. 97'A, series
of 1993, entitled: "Further Clari$ilg the Tax and Duty-Free

i4
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Privilege Within the Subic Special Economic and Free

wbich provide for the nrandatory iaclueion i! the Inveetment
Priorities Plan that are inconsistert with the provisions of

PortZone".

this Act are hereby amended:

(c) To expand the powers and functions of the Fiscal
Incentives Review Board, the provisions of the following laws
that are inconsistent with this Ac.t are hereby amended:

(1) Sections 4(d) and 13(i) of Republic Act No.
entitled: "An Act Couverting the Bataan Economic

9728,
Zone

il the Municipality of Mariveles, Province of Bataan,
into the Freeport Area of Bataan @AB), Creating for this
Purpose the Authority of the Freeport Area of Bataan (AFAB),
Appropriating Funds Therefor and for Other Purposes",
Located

(1) Section 13 of Republic Act No. 7909, entirled: .,AnAct
Creating a Special Economic Zone al:d Free port in the City
of Zamboanga Creating for This Purpose the Zamboanga
City Special Economic Zone Authority, Appropriating Funds

as amended by Republic

Act No. 11453;

Therefor, and for Other Purposes';

(2) Section 10 of Republic Act No. Z9Z2, entitled: ,,An Act
Establishing a Special Economic Zone and. Free port in the
Municipality of Santa Ana and the Neighboriag Islaads in the
Municipality ofAparri, Province of Cagayan, providilng Funds
Therefor, and for Other Purposes";
(3) Section 17 ofRepubiic Act No. ?22?, entitled: "An Act
Accelerating the Conversion of Military Reservations into
Other Productive Uses, Creating the Bases Conversion and
Development Authority for this Purpose, providing Funds

(2) Section 12(f) of Republic Act No. 9490, as anended,
entitled: "An Act Establishing the Aurora Special Economic
Zone in the Province of Aurora, Creating for the Purpose the
Aurora Special Economic Zone Authority, Appropriating Fr.rnds
Therefor

a-nd

for Other Purposes';

(3) Section 6(f) ofRepublicAct No. 7922, entitled: "A:e Act
Establishing a Special Econonic Zone and Free Port in the
Municipality of Santa Ana and the Neighboring Islands in
the Municipality of Aparri, Proviace of Cagayan, Providing
Funds Therefor, ald for Other Purposes";

I'l-rerefor and for Other Purposes',;

(4) Section 20 ofRepublic Act No. 9490, entitled: "Arr Act
Establishing the Aurora Special Economic Zone in the
Province of Aurora, Creating for the purpose the Aurora
Special Economic Zone Authority, Appropriating Funds

Therefor and for Other Purposes"; arrd

(5) Section 22 of Repubi-ic Act No. 9728, entitled: ,,A:r Act
Couverting the Bataan Economic Zone Located in the
Municipality of Mariveles, Province of Bataan. into the
Freeport Area of Bataa-n @AB), Creating for this purpose the
Authority of the Freeport Area ofBataan (AIAB), Appropriating
Funds Therefor and for Other Purposes,,.
(d) The provisions of the following Iaws on the
Investment Priorities PIan, includi.g aII other laws, decrees,
executive orders, rules and regulations, or parts thereof

(4) Section 21 of Republic Act No. 7916, as amended,
entitled: "Ar Act Providing for the Lega1 Framework and
Mechanisme for the Creation, Operation, Administration, and
Coordination of Special Economic Zones i.n the Philippines,
Creating for this Purpose, the Philippine Economic Zone
Authority @EZA), and for Other Purposes';

(5) Section 5 of Executive Order No. 80, series of 1993

entitled: "Authorizing the Establishment of the Ciark
Development Corporation ae the Implementing Arn of the
Bases Conversion and Development Authority for the Clark

Special Economic Zone, and Directing

All

l{eads of

Departments, Bureaus, OfEces, Agencies and Instrumentalities
of Governm.ent to Support the Program" ;

(6) Sections 4(b) and r3@)(7) of Republic Act No.7227,
entitled: "An Act Accelerating the Conversion of Military
Reservations into Other Productive Uses, Creating the Bases

II
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Conversion and Development Authority for this Purpose,
Providing Funds Therefor and for Other Purposes"; and

SEc.22. Effectiuiil.

-

This Act shali tale effect frfteen

(15) days after its complete publication in the
or in a newspaper of general circulation.

Uficial

Gazette

@ Section 1(F) of Executive Order No. 468, series
of 1991, entitled: "Devolving the Powers and Functions of
the Board of Investments Over Investments lVithin the
Autonomous Region in Muslim Mindanao to the Autonomous
Regional Governmentand for Other Purposes".

.*porabilitr Clause. - If any provision or part
of this Act is declared invalid or unconstitutional, such
declaration shall be confrned in its operation to the clause,
sentence, paragraph, or part thereof directly involved in the
case, whereas the parts or provisions not affected thereby
sha1l remain in fiJl force and effect.
SEc. 19.

Sac.2O. Appropriatian. - The National Tax Research
Center, ae the secretariat of the Fiscal Incentives Review
Board, shall be provided with an initial appropriation of One
hundred million pesos (P100,000,000.00) to be drawn from
the available funds from the National Treasury not otherwise
appropriated. Appropriations for the succeeding years shall be
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included in the annual General Appropriations Act.
SEc. 27. Impknaeruting Rules and Regulations.

-

Within

ninety (90) days from the effectivity of this Act, the Secretary
of Finance, upon the recommendation of the Commissioner of
Internal Revenue, shall promulgate the necessary rules and
regulations for its effective implementation: Prouided., Tbat
for the provisions under Title KII, the Secretary of Finance

Approved: UAR 20 20il

and the Secretary of Trade and Industry shall jointly
promulgate the arecessary rules and regulations thereof
within the same pedod, after due consultations with the
Commissioner of Internal Revenue, the Board of Investments,
and other Investment Promotion Agencies, for its effective
implementation. Failure to promulgate the rules and
regulations shall not prevent the implementation of this Act
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