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EXFLANATORY NOTE

The Fhilippine economy is passing through &
deeply—-troubled period of its history, and the harsh
realities of our economic situation calld fer ) sweeping
and well-ccordinated adijustments of existing strategies
to meet the challenges of the wide range ©OFf economic
problems we have to resolve.

It has been said that "poverty\anywhere represents

a danger to prosperity everywhepe.™ Any "freedom is
fragile if the the populatien is  impoverrished.”
Indeed ———

"It has been demonstrated bevond doubt and

debate that whevte, the people are gainfully
employed or self-emgloyed, have enough food in the
stomach, cloth on the back and roof over the head,
there is little room for crime and rebellion.

Thus, the economist, the politicians and the
military gwho think are in agreement that in our
tormented, ¥ime and condition perking up the
economyy particularly in the rural areas where the
bulk of the population (and the bulk of the poor)
live is the Government’'s most urgent task. The
order is taller: The job is not only urgent but
necessary which the Government could leave undone
only at its own peril. The prosperity required is
that which touches the lives of the people.”
(Editorial by N. G. Rama, Fhilippine Fanorama,
Movember 22, 1987).

This is precisely the problem this bill seeks to
grapple with and solve by translating into relaities
the following constitutional State policies or
mandates:
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(&) "The State shall promote a just and
dynamic social order, that will ensure the
prosperity and independence of the nation and free
the people from poverty through policies that

provide . = « an improved quality of life for
all.™ (Secs 25, Art. 11l
(b) "the State recognizes the indispensable

role of the private sector, encourages private
enterprise, and provides incentives to needed
investments." (Sec. 20, Art. I1);

() "The State shall encourages ron-—
governmental, community—based, or secotral
organizations that promoite the welfare of the
nation. i lhec. S Art T 1%

(d) "The State recognizes the vital role Jof
communication and information in nation—-bailding.”
{Sec. 24, aArt. 1T1);

(e) "The State shall ensure the autenomy of
local governments." (Sec. 25, Art. I

(4 "The State shall guaraptee sgual access
to opportunities for public service, and prohibit
political dysnasties as may be defined by law.”
(HBec in2b, Arte T 1) 3

(g) o v o« o« The spouse and relatives by
consanguinity or affinity within the fourth civil
degree of the Fresident shall not during his

tenure be appointed as . . .« heads of bursaus or
offices & . A (SeW.”13, Art. VII1);

(h "The territorial and political
subdivisions shall enjoy local auvtonomy." (Bec. 2,
Art. X

(i) "Each local government unit shall have

the ~power to create its own sources of revenues
and  te levy taues, fees, and charges subject to
such guideliens and limitations as the Congress
may provide, consistent with the basic policy of
local autonomy. Such taxes, fees, and charges
shall accrue exclusively to the local
govenrments." (Sec. 5, Art. X);

&5 i "hocal govenrnment uwunits  may group
themselves, consolidate or coordinate their
efforts, services, and resources for purposes
commonly beneficial to them in accordance with
Law. Y (Sacy 18, s At Xy

(k) "the use of property bears a social



function, and all economic agents shall contribute
to the common good. Individuals amd private
groups, including corporations, cooperatives, and
similar collective organizations, shall have the
right to own , establish, and operate economic
enterprises, subject to the duty of the State to
promote distributive justice and to intervene
when the common good so demands." (Sec. 6, Art.
X11Y¥3

(1) "The State shall pé%ote the preferential
use of Filipino labor, domestic materials and
locally produced good, and adopt measures that
help make them competitive." (Sec. 12, Art. XII);

{m) "The State shall pursue a trade policy
that serves the general welfare and utﬁizes ald
tforms and arrangements of exchange on the basis 6f
equality and reciprocity.” (Sec. 13, Art/ XII)s

(n’ "The Congress shall gdve highest
priority to the enactment of measures that protect
and enhance the right of all the people to human
dignity, reduce social, economic,/” and =~ political
inequalities, and remove culturalginequalities by
equitably diffusing wealth and palitical power for
the common good.

"To this end, the 8té&te shall regulate the
acquisition, ownership,. Wse and disposition of
property and its increments." (Sec. 2, Art. XIII);

{o) "The prmobion of soicial justice shall
include  the commitment to create economic
opportunities based on freedom of initiative and
self-reliancep ¥ Sec. 2, Art. XIII);

(p) "TheyState shall afford full protection
to labory/ W\ l6cal and overseas, organized and
unorganized,. and promote full employment and
equadity of employment opportunities for all.

‘It shall guarantee the rights of all workers
tol self-organization, collective bargaining and
negotiations, and peaceful concerted activities,
incliuding the right to strike in accordance with
law, They shall be entitled to security of
tenure, humane conditions of work, and a living
WA . They shall also participate in policy and
decision-making processes affecting their rights
and benefits as may be provided by law.

"The State shall promote the principle of
shared responsibility betwsen workers and
employers and the preferential use of voluntary
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modes in settling disputes, including
conciliation, and shall enforce their mutual
compliance therewith to foster industrial peace.

"The State shall regulate the regulations
between workers and emplovers, recognizing the
right of labor to its just share in the fruits of

production and the right of enterprises to
reasonable returns on  investments, arcl to
expansion and growth." (Sec. 3, Art. XIII).

(gl "The B8tate shall, by law and for the
common  good, undertake, in cooperation with the
private sector, a continuing program of ureoan -
. . housing which will make avallable at

affordable cost decent housing and basic services
to underprivileged and homeless citizens in wrban
centers and resettlement areas. It shall ‘also
promote adequate employment opportunities/to such

citizens. In the implementation of such \ program
the State shall respect the rightd of small
property owners." (Sec. 9, Art. XIII}Q.

These more than a dozen State ~polifies and

mandates which are now enshrined in aur  Constitution
give us the impression that the illustrious Framers of
our fundamental law, fully cognizant of the compedium

of problems buffeting this nation, has laid the
constituional grid for Congress e pursue to bring this
country to the road to _economic FECOVErY and
prosperity. It is not for wus to leave these mandates

and State policies unattended to as to frustrate their
clear—out purpose, which are so forcefully expressed in
language that convey thHe vision and dreams of the
Founders of this Republic.

To implement the foregoing constitutional policies
and mandates, this bill aims to transplant in
Fhilippines soily "some of the applicable ideas and
practices that made possible what are

The "Economic Free Zones are beginning to turn
politics upside down, savs @}k Frazier, a Washington,
D/C. consultant who helps nationas tailor such enclaves
to theiryneeds. ‘Instead of distributing government

hapdouts, politicians are now creating areas of laissezs

faire where government steps out, not in.-’ Indesd,
Qdeer the French scheme, any company opting for tax
and other fiscal breaks will be ineligible for more
subsidiaries.

The free port’'s lure of tariff postponement can
also count heavily. West Germany’'s customs agents
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treat Hamburg’'s free port—-a six-square mile area — as
foreiq—/p territory. No duties are collected until
goods are transported past checkpoints into other parts
of the Federal Republic.®

By cutting corporate taxes, red tape and tariffs,
those special laisses faire enclaves have concerned
some ten percent of today s world trade. {(See Those
Booming Economic Free Zones, pp.55-50, Readers Digest,
Noveember 1287).

The case of Singapore — an island so small that it
cannot grow its own food to feed its inhabitants - is
Lunigue . It imports most of its beef, vegetables and
fish. Yet, it has built an economy based on
manufacturing and today, more than 60%4 of its prodoacks
are exported. Singapore is alive with the diversity of
its people and their occupations. The port of
Singapore is the second busiest in the wordd ‘@fter
Rotterdam, and is used by over 300 shippikg, lines.
There are over 100 banks, most with integnational
connections, perhaps due to the countny®s political
stability and thriving economy. {(See Firgt Class, The
Official Magazine of the International Alirline
Fassengers Association, No. 2, 1983).

The effervescent that the economies of Hongkong
and Singapore reflected must haVe been the reason that
impelled the leadership of the Feoples’'s Republic of
China to formally establish Speeial Economic Zones 1in
several areas of its territofry. In the short period of
six (&) vyears, these Speewal Economic Zones have
developed into, highlygindustrialized communities and
their features are contipu®usly changing for the better
with the passing of eachpday.

Thus, the favarabBle investment policy is Shenshen

has lured some USH400 million in 600 projects over the
last few yearsg making it the most active Special Zone
in China today.” To encourage more commerce, there is
even talk [(@f7 eliminating border formalities from
Hongkong A pushing customs formalities and
immigration controls seven kilometers north into
Guanodong .

The key to success in Shenzhen is its 154 profits
tax. Other would be SEZ 'z hope to offer the same with
the sort of autonomy Shenzhen now enjoys. T s, AN
wonder other parts of southeast China are eager to
become Special Economic Zones (SEZs) as well (See Asian
Business Letter, July 1, 1981).

Consider the case of the Republic of China in
Taiwan:

3

v

8h



"Time was when mention opf the Republic of
China on Taiwan (ROC) would evoke ripples of
laughter as a Jjoke should. Many then saw
Taiwan’'s Chinese government’'s claim of the right
to represent the billions of Chinese on the
mainland as laughable as the vision of the tail
wagging the dog.

"o -« « But fewer governments and puncits are
tooughing at the Chinese government in Taiwan.
Something has happened on its way out of the
United Nations. By will power, industry, honesty
and intelligence, it has become one of the
richest nations in the world. It came a long way
from a poor Third World Country. poorer than fhe
Fhilippines some fifteen vyears ago, to a
respected industrial giant.

"It has the biggest international Jseserves,
$692 billion, (Author's Note: it is now very much
more than this amount as of Decembesr() 31, 1987}
next only to Japan. If these were Jreckoned
alongside population, the Chinese inWlaiwan are
the wealthiest since there are only 120 million
of them to divide the $&9 billian; Japan has 120
million Japanese.

H = « «laiwan that hasbeen no strike since
the 30's provides the highest wages for labor on
this part of the globegs it’'s perhaps the only
country in the worlds where nobody is unemployed.

“"The Taiwan Chinese have so much money they
don’t know what to do with it. Their government
told them to gosebroad and invest some of it.

i . . The Fhilippines, more than anybody
else, nesds o understand the Taiwan formula for
success sbepause rich Taiwan is the country we
should fave been or gasily could have been now 1if
only its leaders and people have in  the last
twenty) years had half the patriotism, honesty,
and imtelligence of the Chinese in Taiwan.

"BEconomist T.5. Tsiang, one of the principal
planners, pointed to the strategy of the market—
oriented economy.

"Taiwan s remarkable experience was built on
her rejection of certain fashionable postwar
development theories and her embrace of more
traditional strategies based on market allocation
of resources. Taiwan languished when she
followed the fashionable practices of using
quatitative restrictions and tariff barriers to
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ensure a sheltered domestic market for import
substituting industries, and keeping interest
rates low by strict regulation of banks.”

oo . . No monopolies. Competitiveness among
exporters thriftiness and the habit of saving by
the people. Honesty of government. Initial
capital information through development of
agriculture. Light then heavy industries.
Feaceful relationship between labor and capital,
not confrontation. Directed foreign investments,
which bring not just capital but technology and
ready market. These are Taiwan’ s basic formula
for success.

"A big factor in the Taiwan miracle is the
absence of labor strikes. . . . Taiwan workers
emjoyed highest wages in this part of the
pacific. their minimum wage is F&600 a dav. As
of last week, the construction workers askedw and
got the minimum of FBOO per day. Etrike-less
Japan had the time. Here, our unions| need to
stress responsibilities as well as rights.

R - . Labor unions is  mbre civilized
countries have long abandoned, the strategy of
intimidation, insults, confrontdations and violent
strikes. In our enlighteped ™ age, the labor
unions have discovered fhey cduld get more from
peaceful negotiations thanfrom belligerence and
strikes.

" . . . The leftist abroad are already going
away from Communism,/ /& failed irrational system,
while our leftist hére, poor devils, are still
marching meregily and ignirantly into Communism
which becauseQ of its failure even the top
Communist leaders of the world, Gorbachev and
Deng Xiaping: are with some embarassment trying

to revisewy’ {(Fanorama Editorial, October 24,
1987

This bills aims to adopt, with certain

moadifications, the strategies that macle Taiwar,

Hongkong. | Singapore, Manhattan, the Special Economic
Zones . of 7 the Feople’'s Republic of China, Corby in
England, /~the in-bond plants of Mexico and the other
frep-zodes in the world economically buoyant.

It seeks to establish self-reliant and se ] f
governing Economic Zones in selected areas of the
country, where the legends of the Exotic East will meet
with the highly sophisticated high-tech industrial and
economic giants of the Methodical West and embrace in
the world of trade and commerce, high—-tech industries,
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aqua-culture, agriculture, international banking and
finance, tourism, telecommunications, eto. G
successful, our vision of abundance in this blessed
land of ours would become a reality.

The Economic Zones are areas set aside for
economic activities, i.e., trade, commerce agro-—
industry, industry and services. Unlike the Export

Frocessing Zone, the government under the proposal will
not spend. It sets aside several hectares in a given
area for twenty five years, and those who decide to
participate organize themselves as homeowners in a rew
subdivision company to preserve their vested rights.
they become self-reliant and self-governing, subject to
national supervision. They pay rent, raise the revenue
to build the infrastructure, issue rules to members to
adhere to. Shenzhen in China has an actual opaecating
area of about twenty-eight square kilometers. In. Whe
space of Ffive vyears it generated an investment of
US$400 million and provided jobs to thousafads of
Chinese, linking local agriculture and industry to the
business of said zones.

In order to see how the zones mork,™ the bill
proposes three (3) projects ——— one in Zamboanaga to
displace the barter trade, another in/Cebu to implement
the same as the nations trading center, and a third in
Fort Irene, Cagayan to stem ihsurgency and link the
potentials of the entire Cagayan Valley.

The conficence which this bill will generate could
be the source of strength for our suffering people.
Thus, no matter how buBgant its economy, Hongkong is
never free of the spegtre of 1997 because it is a
British Colony soon to #eturn to the big giant' - ‘the
Feople’'s Republic oflChina.

"The 1997 date with fate is still some way off,
but already Hongklong has felt the overt rubmlings
of the fautire. there has been a constant stream
of pessipism from the more privileged Hongkong
Chingse, many of whom have bought passports
to Augtralia, Canada, the US and elsewhere -
anywhere to escape, one again, the regim they
inikially fled, many of them penniless, to
Hongkong's rampant propsperity.” (p. 32, Asian
Buginess, January 1987)

"The exit of magnified, to some #tent, in
the lawyer companies, all of whom are oprating on
projected strategies that bring them well into the
Influence of post-1977 Hongkong, China and give
strong indications as to where their futures lie.®
CLeliei
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"Privately, some senior exdecutives and
decision makers express grave reservations about
the future of Hongkong free—-wheeling under Chinese
administration — reservations that can materialize
in the future strategy.” (Id.)

This bill thus dreams o% enticing to the
Fhilippines the enterpreneurs from other parts of the
world and spreading the effects of rapid growth to all
sectors of the Philippine economy through the medium
of highly sophisticated economic and technological
changes and linkages with the local products and
processes.

It (this bill) hopes to achieve, within a shert
span of time a state of economy that is "firing omy, alkl
cylinders” and riding on a high tide of highly
sophisticated export products that are very /Zmuchy in
demand by other countries of the world.

Of course, [oc]l Id obstacles are dbvieods. Old
myths are many. But the time has come whemall nations
must think beyond the thinking they haye done before.
If the people of the world are to raise up their
incomes - step up their growth(@Qg 1ift up the
standards by which men live, thisdis essential.”

The Philippine, being a developing country, could
ill-atford to neglect or lase the benefits arising
from the impact of economig land technological changes
and the flow of international trade. The exchange of
goods between countries and the economic
interdependence of natidgns is a living reality that
cannot be ignored.

The "task @afNWeconomic policy is to create a
prosperous nation? ¥nd "ceaseless change or improvement
is the hallmafkhot a progressive and dynamic system,”
which must have)' the flewxibility and adaptability that
flow f ptm the wvoluntary rESHONSe to shifting
situations.™

No\ country in the world can deny the reality of
a’ (global economy and the emergence of expanding world
markets. Even the closed economies of the communist
countries, like the Feople’'s Republic of China, are
reevaluating their economic ideologies in IT#ght. ~.of
contemporary realities.

To survive, the Fhilippines must respond and in

its response, it must establsih structures which,
consistent with its sovereign interests, will at least
integrate effectively our economy to the growing

wnified markets both in Europe and in Asia.
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"By 1992, the European Economic Community intends
to remove the last of the barriers that impede the
free flow of goods.m serives, and capital across
Europe. The plan included the abolition of
CUurrency controls, sweeping derregulation of
financial markets, and elimination of customs
delays that cost companies some %5 billion.” (See
Europe’'s Takeover Fings., o &35 Fortune
International Magazine, July 20, 1287)

It is time that we devise imaginative systems and
programs to solve the tangled problems of our complex
society in regard to free trade. We should continue

our effort to serve the broader national interest,

against obstacles erected by o0ld bias, prejudices
custom, inertia, or narrow interest. We must be_ able
to proceeed with confidence and flexibility in saeking
effective answers to the changing problems ofsgur ever
changing world. The search for efficiency and) feconomy
must never cease in order to widen the benefits of
prosperity.

To cite a concrete example:

"There were 25 Enterprise Zones in the United
Kingdom, 17 in England, 3 in SCptTand, 3 in Wales
and 2 in Northern Ireland. Eleven sites were
designated between Jung 1981 and April 1982.
three of these have been exXtended and a further
fourteen were created bstween July 1983 and April
1984 . In October 198&, the North West Kent Zone

was extended.

"The Enterprise’ Zones were established as an
experiment to, test how far private sector activity
could be encouraged by the removal of certain tax
burdens and by relaxing or speeding some statutory
or administrative controls .

" The main henefits available in the
Enterprite Zones include exemption from rates for
pon-domestic pproperty; 100 percent capital
allowances for industrial and commercial
properties; reladed planning reguirements; speedy
handling of remaining planning controls; and -a
rediiction in Government requests for statistical
information.

A further 92,800 jobs were created in
Britain‘'s 23 Enterprise Zones in 1986 increasing
the total to 3,300 and - the number of firms

located in Enterprise Zones increased by almost
500, to a total of 2,802.
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"There are two of the findings published
today by the Department of the Environment in two

reports. One is the report delivered by the FA
Cambridge Economic Consultants who carried out an
evaluative study into the impact of Enterprise
i
Zones on their local areas. The other is the
i

third Annual Monitoring Report produced by DOE.

"The consultants’ report also finds that the
jobs established on the zones since the start of
the experiment about 35,000 are there as a direct
consequence of the Enterprise Zones policy. About
13,000 net additional jobs are supported directly
and indirectly by the Enterprise Zones experiment.
Other beneficial effects included the supplyysdof
modern premises and the removal of derediction
with resulting improvement to the Tocal
environment.

"The report by consultants reveals 3¢ well,
that 26 percent of the firms were néw &tart ups, a
further 14 percent were branches and, =7 percent
were transfers. Of the total number of firms 48%
of the total floorspace of 4.6 million SOLAKE
meters was used for industry.

"The consultants’ report® also refines the
estimare of the cost of bhenew experiment and
concludes that public sector costs of L297 million
were directly attributable to the scheme.

"Mr. Trippidig, Farliamentary Undersecretary
of State responsible for innere cities and urban
development welcomeéd the publication of the
reports.

"He salid: The Enterpise Zone experiemtn has
provided inpulse for many Ffirms and iobs
thoroughout™ the country. It has proved that the
private/ sector can be encouraged into the inner
citygto provide cash incentives for reversing the
Staghation of industry. the develoepment of land
in the zones and the increase of economic activity
‘there 1is a boost to the sorrounding localities.
We @ shall continue to monitor the progress of the
experiment but do not to introduce a general
gixtention of Enterprise Zones" (See Department of
Environment News Release, 22 December g LA
Marsham Street, London SWIF 3ZER).

1

Evaluation of the Enterprise Zone Evperiment.
HMSO L1 S8R

Enterprise Zone Information 19285-86&3 Great
Briitaiwws HMSU A7 .50,
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There should be no hesitation on the part of our
government to avail and make use of the highly
sophisticated technology that is now available to this
generation and which keeps on  improving with the
passing of each davy. Indeed, through the use of modern
technology, this country can actually achieve in a
short span of time what it has been struggling for
through the vyears: freedom from want, disease, and
drudgery, and the consequent opportunity to live a
prosperous  existence. "eeawhat we can do  is  worth
doing. And "the things most worthdoing are those we
can do most efficiently...."through the use of modern
technology. (O0F. Two faces of Federalism (1961) by Dr.
Fobert M. Hutchins).

Through this bill, the broad ‘"pipelines thretgh
which goods and money might flow into the Fhiligpines”
will hopefully be established in the shortest passible

times as these could place our country ) in the
mainstream of world trade - "a one-stay global
supermarket” with linkages to the chadn o0oFf global
shopping centers. Definitely. the Filipinos’

production and tracing capabilities couldybs enhanced,
which could make life happier for the great majority of
our people. g D,

If the Economic Zones envisioned in this bill are

established in selected areas/of our country, g gl 1<
sincerely believed that asfzesable portion of the
population will engage in, pand benefit from, the

manufacturing and export industries.

We are, of course, aware that while Economic Zones
are bringing benefits to more and more countries around
the world ——there are lessons to be learned from the
Feople’'s Republic (of China’'s experiences on Special
Economic Zones.

In the garly 1980°'s there was rapid development in
the Speciad Bcgonomic Zones, especially Shenzhen, the
largest/af\Ehe four Special Economic Zones established
in Guapddeng. By the mid-1980°'s, however, investors
pagan enceuntering unexpected difficulties. Froduction
costs Oand wages increased drasticallyadministrative
inefficiency and erratic regulations also plagued
foreigmn firms. Further, exacerbating their problems,
investors suffered at the Chinese government’'s recent
tightening on controls on domestic sale of their
plroducts. Many entgrprises have closed down and the
number of new investments is declining.

The Special Economic Zones of China, between 1984
and 19846, were a major factor in the rapid dwindling of
China’'s foreign exchange reserves. They emerged as the
major channels through which exported consumer goods



that were not ivaFDVEd and/or not properly taxed were
transferred to the interior of China and sold at
excessively high prices. (Reader’'s Digest, November
1987 N pacid)

This bill has taken into account the lessons
learned from China’'s experiences and has focused its
attention to renovating the lessons thus learned from
China' s eXperiences.

This bill is indeed a bold attempt to explore,
survey and develop the unexplored landscapes of the
several new constitutional peninsulas that have been
established by the 1987 Constitution of the Philippines

The several proposals that have been reduced inte
one game plan in this bill have been culled fraom *the
several new concepts and philosophies that are gow
enshrined in the 1987 Constitution and from the WOther
various sources we have mentioned here. Some 18
provisions of the present Constitution ot the
Fhilippines are touched upon the bill inm'the )Yorm of
either specific or general provisions.

While it must be conceded that(gwhat is being
proposed in this bill is not acure of ¥pf our economic
woes and/or malacies. we are neveritheléss hopefull that
the same will serve as an approprniate vehicle in which
this Administration could ride,imits search for the
effective remedies for such economic infirmities.

We feel that the creatieh of an agro -industrial
scenario that it attragtive to private investors and
the promotion of indusiries which would develop the
inherent resources _andypotentials of the country is
essential to the solution of our present day problems.

It has beefexid that "Failure are the price we
pay for the msuecesses" and " uncertainly is an
invitation tO, innovate, to create to the economic
problems that now confront the country.

1t is fervently hoped that the joint efforts of
the public, private and social sectors envisioned in
this bill will serve as a bastion of development for
establishing the high tech agro industrial industries
that envisage the founded possibility of a broad export
platform in the future.

0F course, there is no»straight—ahead ticket to
success for the proposals contained in  this bill.
Indeed, as someone aptly put it:

"It is fear and gread that make the market
go... Feople think of what will be best for their
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own personal interest and not for the entire
nation as a whole.” And the "most difficult aspect
of planning is its execution." But we feel that
"the reality of the euperiences af other
countries”" readily refutes the "defeatist vision”
that will be presented by some for Topportunistic
reasons’ . We are confident that "the conviction
and sense of national dignity that link a majority
of (our people) today will act as unshakeable
bastions"” against such violent assaults.

For vyet another reason, we feel that we should
give the ideas embodied in this bill & try, considering
that beginning January 2, 1989 Hong Kong., South FEorea,
Taiwan and Singapore will no longer be eligible ~to
export some products to the United States duty-freel

"ewoFPresident Reagan has decided to rvemove
Hong Kong, South Korea, Taiwan and Singapare | from
the list of countries eligible to e¥pofrt some
products to the United States duty-free, the White
House announced.

"Presidential spokesman Marlim Fitzwater said
the decisions was taken becausg %he four Asian
Nations fo not need the aid.

"The decisions means the four countries will
not be allowed to export Mprodducts to the United
States under the gensralized system of
preferences, (GSF), aprogram aimed at boosting
trade with poor count®iss.

"The decision/will be effective January 2,
1987, he said.

"Over the past decade, Hong FEongs, the
Republic of Keorea, Singapore and Taiwan have made
such tremendous strides in their economic
development that they can now compete effectively
in the United GStates without preferential
traatment, Fitzwater said in the statement.”"( See
SEoury sl igers’ lose privilege in U.S. mart, p. 9,
The Financial FPost, February 1, 1988.)

With the withdrawal of duty—free privileges of
some ewport products of the "four tigers" in the United
Stated market, there is the great possibility that the
entrepreneurs from these countreis will relocate their
manufacturing planst and export operations in a country
that enjoys duty—free privileges in the U.5. market
like the Fhilippines, Thailand and Indonesia. As a
matter of fact, economists said ———
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"Thailand is a major beneficiary of a U.S5.
decision to cut special trade concessions for Hong
Fong., Singapore, South Forea and Taiwan, economist
said on Sunday.

"Thailand could substantially boost. exports
to the United States after Asia’'s "four tigers”
are removed Ffrom the US generalized system of
preferences (G5F) in 1988, they said.

"We stand to benefit at least in  the short
term as U.5. market share for most Thai export is
relatively small compared with those for the
affected Ffour tigers, said 0Olarn Chaipravat,
senior executive vice president Siam commercdal
bark.

"The Reagan administration said on Friday,the
tigers—so called because of their aggresive push
towards prosperity — would be removed “fremn the
ESP because their economic were so ( strong they
shoud no longer benefit from measurés dantended for
less well developed countries. 3

"The G8F, which allows a number of nations to
export goods to the United States Weithout duties,
covers goods such as slectronics, wooden
furniture, toys. householdyelectrical goods and
magnetic recording material .

"Many Thai products have great potentials in
the US market, wepe ®hey account for only a
fraction of total WS imports the economist said.

"The proddots include textiles, furniture,
athletic shoes and toys.

"Thad “economist said they did not expect
Thailand\to face the same trade pressure that the
United/ States has put on the tigers which last
veargactounted for nearly 58% of imports entering
the US duty free.

"The removal of the four Asian countries from
the program would, however, make Thailand the
biggest Asian beneficiary next year, they said.

"Thailand has contented it should not be
grouped without other fast growing Asian economist
that have bulging trade and current account

surpluses.

"The US department of commerce says Thailand
gran a nine hundred million surplus in the trade

i
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with the US during the first 10 months of 1987, up
from $817 million the previous vyear.

"The surplus was half that enjoyed by
Singapore and about 17 times less than Taiwan's."
(See Thailand benefits Manila Chronicle, February
2 IR b <L C A

Truly, we should give this bill a try to be able
to determine its merits. As the Pampangos aptly put
1Ee "Subucan Famu Para Mabalu® which, fresly
translated, simply means: Give It A try I+ You Want To
Find Out its Merits".

fApproval, therefore, of the attached bill is
earnestly recommended.

ISTO T. GUINGAN
Senator
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AN ACT
ESTABLISHING SPECIAL ECONOMIC ZONES IN THE PHILIPRINES,
FROVIDING THE LEGAL FRAMEWORK AND MECHANISMS FOR THEIR

CREATION, OFPERATION, ADMINISTRATION, AND COORDINATION AND
INTEGRATION WITH SIMILAR SCHEMES CREATING FOR THIS FURFOSE
THE PHILIFFINE INDUSTRIAL ZONE DEVELOFMENT BOARD, AND FOR
OTHER PURFOSES

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

CHAFTER I
PURFDSES, AND OBJECTIVES: < ESTABLISHMENT AND
NATURE OF SFPECIAL ECONOMIC ZONES 3
CODRDINATION WITH OTHER SIMILAR SCHEMES

SECTION 1. Title. =u,.This Act shall be known and cited
as "The Special Econemic Zones Act of 2 i (il

akl. 2. Declafation off Policy. - It is the declared
policy of the "Government to translate into practical
realities (the following State policies and mandates in the
1987 Constitution, namely:

(a) "The State recognizes the indispensable role of
the private sector, encourages private enterprise, and
provides incentives to needed investments." (Gec. 20,
Art. I1);

(b) "The State shall promote the preferential use of
Filipino labor, domestic materials and locally produced
goods, and adopt measures that help make them competitive."
(Sec. 12, Art. XII);

(e "The State shall afford full protection to labor,
local and overseas, organized and unorganized, and promote
full employment and equality of employment opportunities for

all."
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"The State shall regulate the relations between workers
and employers, recognizing the right of labor to its just
share in the fruits of production and the right af
enterprises to reasonable retuwrns on investments, and to
expansion and growth." (Sec. 3y, 6rt. XITI);

SEC. 3. Purposes, Intents and Objectives. - G R
the purpose, intent and objective of this Act:

1. To establish the concept and define the operations

of Special Economic Zoness

24 To establish the framework and mechaniems for the
integration, coordination, planning and wonitoring of
Special Economic Zones, industrial estates, export

processing zones, and regional industrial centers in  the
countrys;

B To transform selected areas in the country into
highly—-developed, geographically dispersed agro-industrial,
commercial, banking, @ investment, and financial centers,
where highly traimned and trainable workers and efficient
services will be aveilable to commercial enterprises;

4. To . promote the flow of investors, both foreign and
local, dnto the Special Economic Zones which would generate
employment opportunities and linkage industries in and
around. Economic Zones;

v, To stimulate the repatriation of Filipino capital
by providing an attractive climate and incentives for
business activity;

& To promote financial arnd industrial cooperation
between the FPhilippines and industrialized countries through
technology—-intensive industries to modernize the country’'s
industrial sector and improve productivity by utilizing new
technological and managerial know how; and

T To vest the Special Economic Zones with the status

of a free port and a separate customs territory within the

56
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framework of the Constitution, and the national sovereiagnty
and territorial integrity of the Fhilippines.

SEC. 4. Establishment of Special Economic Zones. -

218 Upon approval of this Act, the Fresident of the
Fhilippines shall direct the Bureau of Lands to survey the
areas designated in this Act and others that may be
designated by the Fresident for the purpose of fixing and
delimiting the metes and bounds and formulating the
technical description of the boundaries of each Special
Economic Zone, hereinafter referred to as Economic Zone orF
ECOZONE . The recommendations of the Bureau of bLands shall
be submitted within sixty (60) working days from receipt of
the Fresident’'s directive.

Upon receipt of the recommendation of the Bureau of
Lands, after due consultation with the national agencies and
local officials and leaders of the local government units
that will be directly affected by the establishment of the
Economic Zones and with the concurrence of the local
government units  concerned, as provided in the Local
Government Code and its implementing rules and regulations,
the Fresident shall issue a FProclamation fixing and
delimiting the boundaries of esach ECOZONE.

Conversion of lands for purposes of establishing
ECOZONES shall be governed by the appropriate provisions of
the Local éovernment Code and its implementing rules and
regulations, after due consultations with the National Land
Use Committee within a reasonable period of time.

B. Any provision of existing laws, decrees, letters
of instructions, executive orders, and other issuances or
parts thereof to the contrary notwithstanding, there are
hereby established prototype Special Economic Zoness
hereinafter referred to as Economic Zones or ECOZONES, in

each of the following areas of the country, namely:

Gt
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1. So much as may be necessary of that portion of
Zamboanga City and its immediate environs, including Sta.
Cruz Island and its territorial waters, in the FProvince of
Zamboanga del Surs
o So much as may be necessary of that portion of the
city of Lapu-Lapu and the municipality of Cordova in the

Island of Mactan, including its territorial waters and

islets, and its immediate environs, in the Frovince of Cebu.

L

- So  much as may be necessary of that portion of
Fort Irene and its immediate environs in the Fravince of
Cagayany and

4. So much as may be necessary of that portion of
General Santos City in South Cotabato _and wits immediate
environs.

The metes and bounds of sach Economic Zone are to be
delineated and more particularly described in a Proclamation
to be issued by the Fresident of the Philippines.

SECS L 5. Criteria $or the Establishment of Special
Economic Zones: Expansion or Reduction of the Area Occupied
by a Zone. £ In designating other areas as Special
Economic Zones, the following factors shall, as much as
possible, be present as shown in a detailed feasibility and
engineering study:

(a) the probability that the Economic Zone will
promote full employment, a rising standard of living, and an
improved quality of life for the inhabitants inside the
ECOZONE as well as those in the outlying or surrounding
provinces, cities, and municipalities;

(b)) the existing and required infrastructure in the
proposed Economic Zone, such as roads, railways, telephones,
ports, airport, etc., and the suitability and capacity of

the proposed site to absorb such improvements;

8
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tch the availability of water source and electric
power supply for use of the ECOZONE;

(d) the extent of vacant lands available for
industrial and commercial development and future expansion
of the ECOZONE as well as of lands adjacent to the ECOZONE
available for development of residential areas for ECOZONE

workerss; and

{e) the availability of skilled, semi-skilled and non-—
skilled trainable labor force in and around the ECOZONE.

The feasibility study showing that the proposed ECOZONE
can meet or has the potential of meeting the above criteria
shall be the basis of the ECOZONE Authority  established
under this Act in formulating its policies and deciding on
matters concerning the ECOZONE s development and operations.

The areas comprising an ECOZONE may be expanded or
reduced when necessary. For this purpose, the Government
shall have the power to  acguire either by purchase,
negotiation or condemnation proceedings any private land
within or adjacent to the ECIZONES for:

(1) consolidation of lands for zone development

pUrpoOSes§

(2) acguisition of right of way to the ECOZONES; and

t3)  the protection of watershed areas and natural

assets valuable to the prosperity of the ECOZONES.

The ECOZONE Authority established under this Act is
hereby vested with the power of eminent domain: It shall
have the right and power to acquire lands and property by
purchase, negotiation, or by condemnation proceedings:
Frovided, That as much as possible, the ECOZONE Authority
shall preserve private ownership of lands and property.
Condemnation proceedings shall be resorted to only
for the acguisition of rights of WAY » or

of any property for the establishment of ECOZONES, or of
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low—-cost housing projects for the employees working in  the
ECOZONES, or for the protection of watershed areas, or for
the construction of dams, reservoirs, wharves, piers, docks,
gquays, warehouses and other terminal facilities, structures
and approaches thereto: Frovided, further., That
condemnation proceedings shall be maintained by and in the
rname of the ECOZONE Authority and shall proceed in the
manner provided for by law. Frivate landowners shall
howsver be subject to such reasonable regulations by the
ECOZONE Authority necessary for the full utilization of
their commercial and industrial values and significance, and
to prevent land speculation.

1 = RS i Economic Zones to be Decentralized Agro-
Industrial, Industrial, Commercial/Trading, Investment and
Financial Communities. = Within the framework of the
Constitution, the interest of  national sovereignty and
territorial integrity of the FRepublic, the Econﬁmic Zones
shall be developed, as much as possible, into decentralized,
self-reliant and self-sustaining industrial,
commercial /trading. agro—-industrial, banking, financial and
investment centers. The ECOZONES shall be provided with
transportatdion, telecommunications, and other facilities
needed to generate linkage industries and employment
apportunities for inhabitants of the Economic Zones, and
Hearby towns and cities.

The ECOZONES shall administer themselves on  economic,
financial, tourism development and such other matters not
within the exclusive competence of fhe National Government.

The ECOZONES may establish mutually beneficial economic
relations with other entities within the country, or,
subject to the administrative guidance of the Department of
Foreign Affairs and/or Department of Trade and Industry with

foreign entities or enterprises.

10
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Foreign citizens, and companies owned by non-Filipinos
in whatever proportion, may set up enterprises in the
ECOZONES, either by themselves or in joint venture with
Filipinos in any sector of industry, international trade and
commerce within the ECOZONE. Their assets, profits and other
legitimate interests shall be protected: Frovided, That
the minimum investment in any ECOZONE enterprise shall not
be less than the equivalent of US%1,500,000.00 in freely
convertible currencies: Provided,.further, That the new
investment shall fall under the priorities, thrusts and
limits provided for in this Act.

SEEL b ECOZONES shall Operate and be  Managed as
Separate Customs Territories and Free Forts. = In
coordination with the Department of Finance, the Department
of Trade and Industry and other apporpriate agencies of the
National BGovernment, the Authordty shall operate and manage
the ECOZONES as separate customs territories and free ports.

The ECOZONES Authorify provided for in this Act is
hereby vested with authority to issue certificates of origin
for products manufactured or processed in each ECOZONE in
accordance wikth the prevailing rules of origin, and the
pertinent ‘wregulations of the Department of Trade and
Industry and/or Department of Finance.

SECN) 138 . Economic and Trade Folicy. - Subject to
limitations imposed by the Constitution and this Act, the
ECOZONES Authority shall formulate the ECOZONES® economic
policy, which shall include a free market and free port
policy, with least government intervention in commercial
activities.

SEC. 9. Shipping and Shipping Register. = Frivate
shipping and related businesses, including private container

terminals may operate freely in the Economic Zones, subject
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only to such minimum reasonable regulations of local
application which the ECOZONE Authority may prescribe.

Each ECOZONE Authority shall, in coordination with the
Department of Transportation and Communications, maintain a
shipping register for each ECOZONE as a business register
of convenience for ocean—going vessels and issue related
certifications under the name of the ECOZONE in which
registered, viz: "ZAMBOANGA SEZY or MACTAN SEZ" or PORT
IRENE SEZ" and so forth.

Ships of all sizes, descriptions and nationalities
shall enjoy access to the ports of the ECOZONES, subject
only to such reasonable requirements as may be prescribed
by the ECOZONE Authority in coordination with the
appropriate agencies of the National Government.

SEC.: 10, Exemption From Taxes under the National
Internal Revenue Code. - The provisions of existing laws,
rules and regulations to "the contrary notwithstanding,
persons and enterprises in the ECOZONES shall be exempt from
all national taxes under the National Internal Revenue Code
for a period of fifteen (15) years from its establishment.
Thereafter, they shall be subject to all appropriate taxes
provided uwnder the Code. In lieu of paying all other
national (taxes, three percent (34) of the gross income
sarned by all persons and enterprises in the ECOZONE shall
be remitted to the ECOZONE Authority created under this Act.

The Department of Finance, the Bureau of Internal
Revenue and the ECOZONE Authority shall jointly issue the
appropriate rules and regulations to implement this
provision.

SEC. 11. Free Flow and Movement of Goods, etc. - The
ECOZONES shall ensure the free flow and movement of goods
and capital within, into and out of the ECOZONES: Frovided,

however, That dutiable goods originating from the ECOZONES

SY
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shall be subjected to applicable duties and taxes upon entry
into customs territory, as provided in Section S0 (c) of
this Act.

SEC. 12. Supervision Over Operations of Banks, etc. -
The Central Bank or Central Monetary Authority shall have
supervision and regulatory powers over the operations of
banks and other financial institutions within the Economic
Zones: Provided, That the Central Bank or Central Monetary
Authority shall establish a special unit in the “ECOZONES
which shall facilitate and carry out routiqary matters
involved in the supervision of the operatioris of these
establishments under such guidelines it shallwprovide.

S5EC . 13. Foreign Exchange Controélsy - No  exchange
control policy shall be applied and free markets for foreign
exchange, gold, securities and futures shall be maintained
within the ECOZONES.

SEC. 14, Leases of \lkapds and Buildings. - Lands and
buildings in each Economic Zone, whether publicly or
privately owned, may be leased to foreign investors for a
period not exceading twenty-five (25) years, renewable for a
period of twenty-five (25) years under such reasonable terms
and - conditions that are more favorable to the lessor than
the previous lease agreement that has expired or is about to
expire.

The minimum annual rental price of lands within the
ECOZONES shall be determined zonally by the ECOZONE
Authority.

SEC. 15. Economic Relations, Air Agreements, etc. e
Subject to the principle that foreign affairs are the
overall responsibility of the National Government, the
ECOZONE Authority uwunder the supervision, direction and
control of the Department of Foreign Affairs and in

coordination with the other appropriate agencies of the
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National Government, may initiate talks with states, regions
and relevant international organizations on appropriate
fields, more specifically on matters of economic nature,
such as trade, shipping, aviation, financial relations,
tourism and communications, and other related fields.

To enable each ECOZONE to look after its own interests
in said areas, each ECOZONE shall have the right to
designate a representative in the FPhilippine Government
delegation to international negotiations 6n such areas.

Conformably with the foregoing limited authority, any
of the ECOZONES may, under the direction, centrol and
supervision of the Department of Foreign Affairss

s (58 Initiate negotiation and conclusdion of Air Service
Agreements providing for routes for airlines incorporated
and having their principal officelfin an ECOZONE and for
overflights and stopss

2 Initiate negotiation and conclusion of provisional
arrangements where no AirService Agreement with a foreign
state or other region. is /din forces

3 Initiate talks on the renewal or amendment of Air
Service Agreements and arrangements previously in force and
affecting any of the ECOZONES established under this Act:

4 Initiate negotiation and conclusion of all
arrangements concerning implementation of the aforesaid Air
Service Agreements and provisional arrangementss

i In coordination with the Department of
Transportation and Communications and other appropriate
agencies of the National Government, issue licenses to
airlines incorporated and having their principal place of
business in any of the ECOZONES;

& In coordination with the Department of
Transportation and Communications and other appropriate

agencies of the National Government, issue permits to

o~
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foreign airlines for services other than those to, from or
through other places not within any of the ECOZONES
established under this Act; and

7. In coordination vwith the Department of
Transportation and Communications and other appropriate
agencies of the National Government, designate such airline
under the aforesaid Air Service Agreements and provisional
arrangements.

2 16. Defense and Security. - The defense  and
security of the Economic Zones shall be the responsibility
of the National Government. Military forces senty by the
National Government for the purpose of defense’ shall not
interfere in the internal affairs of any~of the ECOZONES,
and expenditure for these military forces shall be borne by
the National Government.

SEC. 17. Disposition of Ingome from Rents. - Income
from rents of lands and buildings belonging to or owned by
any of the ECOZONES shall be put into the Capital Works
Reserve Fund administered by the ECOZONE Authority of each
ECOZONE for the financing of its land development and public
works and services program.

SEC. WiB%W Control of Airports Within its Territorial
Jurisdiction. o In coordination with the Department of
Transportgtion and Communications, the ECOZONE Authority
shall have supervision and operational control over the
airport(s) located within its area, particularly on matters
of routine business, technical management of civil aviation
within the ECUOZONE, its management and maintenance,
provision of traffic services within the flight informafion
region of the ECOZONE , the discharge of other
responsibilities allocated to the ECOZONE under the regional
navigation procedurés of the International Civil Aviation

Organization (ICAO), and its needead expansion or
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modernization, any provision of existing law, decree,
executive order and other issuances or parts thereof to the
contrary notwithstanding.

SEC. 19. Immigration. = Subject to the policy
directions of the National Government, the ECOZONES shall,
in coordination with the Department of Foreign Affairs, the
Bureau of Immigration and Deportation and other appropriate
agencies of the National Government, apply simplified and
conmputerized uniform immigration controls and procedurss. on
entry., stay in, and departure from the ECOZONES, anvy
provision of existing law, decree, executive order and other
issuances or parts thereof to the contrary notwithstanding.
Unless restrained by law, holders of valid travel documents
shall be free to leave without special authorization.

SEC. 20. Import of Raw Materials, etc. - Enterprises
in the ECOZONES may import raw materials, machinery and
equipment without duty. Forsign investors may bring in a
reasonable  amount of itehs for their personal use free of
duty, subject to lappropriate rules and regulations
promulgated by the ECOZONE Authority.

Imports of these goods and exports of products of the
ECOZONES shall go through special customs procedures.

SER\ Z1. Protection of Environment. - The ECOZONE
Authority, in coordination with appropriate government
agencies shall take concrete and appropriate steps and enact
the proper measures for the protection of the local
environment.

SEC. 22. Purchase of Local Inputs and Materials. —
Enterprises and firms in the ECOZONES shall be encouraged to
purchase or procure to the extent possibie raw materials,
inputs, materials, machinery, semi-furnished products or
goods, and services Ffrom local Ffirms, enterprises and

contractors. The ECOZONE Authority shall coordinate with
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local government uwunits and the appropriate National
Government agencies to provide incentives and encourage

subcontracting schemes for this purpose.

SEC. 2Z3. ECOZONES Development FPlan. - _ The ECOZONE
Authority shall, in coordination with appropriate
authorities and neighboring cities and municipalities,

immediately conduct a survey of the physical, natural assets
and potentialities of the areas listed in Section 4 of “this
Act. The surveys shall be the bases for a Medium—Term
Development Flan for the ECOZONE, which shall be_ coordinated
and integrated with other sectoral plans in ‘mearby and
outlying areas of the ECOZONE.

SECL, 243 Fower to Repossess, eto. o The ECOZONE
Authority or the private landowner, assthe case may be,
shall have the right to repossess any land owned by any one
of them which was leased Mo vinvestors in cases aof
insufficient use or misuse: Frovided, That such
insufficient use or misuse has been established by the
proper courts after duewprocess and hearings.

B 25. Aftér Tax Profits. - After tax profits and
other proper (earnings of the enterprisesAin the ECOZONES
may be remitted outward through any of the banks licensed by
the Central Monetary Authority in the ECOZONES, taking into
consideration the no-foreign exchange control policy laid
down i 8Section 13 of this Act.

CHAFTER II
GOVERNMENT STRUCTURE

SEC. 2Z6. The FPhilippine Industrial Zone Development
Board. - There is hereby created a Philippine Industrial
Zone Development Board or FIZDE attached to the Office of
the Fresident. The Board shall have an Executive Director
with the  rank of Department Secretary whio, upon

recommendation of the Secretary of the Department of Trade
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and Industry, shall be appointed by the Fresident for a term
of six  (6) years without re-appointment. The Executive
Director shall be at least forty (40) years of age, of
proven probity and integrity, and with a degree in
economics, business, public administration, law, management
or its equivalent.

The Board shall be composed of the Executive Director
as ex—officio chairman with the following members: a
public sector representative, two (2) private sector
representatives composed of one (1) from the buginess sector
and one (1) from the academe, a representative of the labor
sector and, in an ex-officio capacity, the administrators or
its equivalent of the ECOZONES, export) processing zones,
industrial estates and the like.

The existing Export FProcessing Zone Authority created
under Presidential Decree No. %& &hall evolve into the FIZDB
in accordance with the guidelines and regulations set forth
in an Executive Ordern issued for this purpose. The said
Order shall also effect the transfer of the abovementioned
entities from the Department of Trade and Industry and other
supervisory agencies to the FIZDB.

BECN 2 Functions and Fowers of FIZDEB. S The
FRrilippine Industrial Zone Development Board shall have the
following functions and powers:

: Coordinate and exercise general supervision over
the development, plans, activities and opérations of Special
Economic Zones, industrial estates, export processing zones,
regional industrial centers, industrial/technology parks,

agro-—industrial estate and the like.

2. Endorse to the Fresident the establishment of
Special Economic Zone, industrial estate, export
processing TOME, regional industrial center,
industrial /technology park, agro—industrial

estate and the like, Thereafter, p B o shall

9™
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facilitate and assist in the organization of said entitiess

3. Coordinate the formulation and preparation of the
development plans of the different entities mentioned above:;

4. Coordinate with the National Economic and
Development Authority (NEDA), the Department of Trade and
Industry, Department of Science and Technology., the local
. government units and appropriate government agencies for
policy and program formulation and implementation.

i Monitor and evaluate the development and
requirements of entities in subsection (1) and recommend  to
the local government units or other appropriate authorities
the location, incentives, basic services,  utilities and
infrastructure required or to be made available for said
entities;

&a Exercise its powers and perform its functions as
provided for in this Acti; and

7k Issue rules and regulations to implement the

provisions of this Act in so far as its powers and functions

L are concerned.

SEE:. " 28. Fowers. and Functions of the Executive
Director. = DIRE Executive Director shall be the overall
coordinator of the policies, plans and programs of the
entities mentioned in Section & (1). As such, he shall
provide  overall supervision over and general direction to
the develapment and operations of these entities. He shall
determine the staffing pattern and personnel complement of
the Authority and establish regional offices, when
NEecessary.

SEC. 29. Administration of Each Economic Zone. - The
administration of each Economic Zone shall be the
responsibility of an ECOZONE Authority established for this
purpose. The Authority shall be organized and incorporated,

viz, "ZAMBOANGA ECOZONE Authority" or "MACTAN-CORDOVA
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ECOZONE Authority", and so forth and shall be vested the
personality and the powers of a corporation under Fhilippine
laws and as provided for in this Act.

The ECOZONE Authority shall be headed by a Board
composed of the following:

B 1 Chairman who shall, at the same time, be the
Administrator of the Authority, appointed by the Fresident
for a term of six (6) years without re-appointments;

Fait Vice Chairman selected from among the
representatives of the investors in the ECOZONE enterprises;

and

3 Members consisting of:

A . one representative from domestic

investors in the ECOZONE enterprisess

b. one representative from foreign

investorns in the ECOZONE enterprises:

C. the representativei(s) of the mavori{s) of

the city(ies) or municipality(ies) where

the ECOZONE is locateds

[ 8 the representativei(s) of the governori(s)

of  the provincel(s) where the ECOZONE is

located;

2. one representative from labor
organizations established in the ECOZONE
duly registered with the Department of

Labor and Employment, to be chosen from

a list of not more than five e

nominees endorsed by the Secretary of
L.abor to the Fresident. For this
purpose, each labor organization shall
be entitled to nominate only one from

among its members for inclusion in said

list of nominees.

g"‘\
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SEC. 30. Powers and Functions of the Authority. =
The ECOZONE Authority shall have the following powers and
functions:

1 To operate, administer, manage and develop the
ECOZONE according to the principles and provisions set forth
in this Actg

2. To register, regulate and supervise the
enterprises in the ECOZONE in an efficient and decentralized

MAanner;

(2

- To regulate and undertake the establishment,
operation and maintenance of utilities, other services and
infrastructure in the ECOZONE such as heat, light and
power, water supply, telecommunications,  transport, toll
roads and bridges, port services, etc.@and to fix Just,
reasonable and competitive rates, fares, charges and prices
therefor;

4. In coordinatiomn. with local government units
concerned and appropriate government agencies, to construct,
acquire, oOwn, lease, operate, and maintain on its own or
through contract, {franchise, license, bulk purchase from the
private sector and build-operate—transfer scheme or joint
venture, adequate utilities and infrastructure such as light
and  power systems, water supply and distribution systems,
telecommunications and transportation, buildings,
structures, warehouses, roads, bridges, ports and other
facilities for the operation and development of the ECOZONE;

S To create, opsrate and/or contract to operate such
agencies and functional units or offices of the Authority as
it may deem necessarys and

& To adopt, alter and use a corporate seal; make
contracts, lease, own or otherwise dispose of personal or
real property; sue and be sued; and otherwise carry out its

duties and functions as provided for in this Act.

s
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SEC. 321. Powers and Functions of the Board. - The
Board of the ECOZONE Authority shall have the following
powers and functions:

1. Set the policies, rules and regulations for the
operation, administration, and development of the ECOZONE as
set forth in this Act;

L Frovide the guiding principles and general policy
directions for the operation of the ECOZONE Authority and
the development of the EC0OZONE particularly in ’ the
formulation of the ECOZONE development plang

3. Install an efficient framework and mechanism for
proper coordination with appropriate National /JGovernment
agencies, local governments and the judiciarys

4. Approve the annual budget, wetrk, financial and
expenditure program of the Authogity and the ECOZONE
development plan at their level, and recommend its approval
to the FIZDE;

18 Approve the contracts, agreements, and borrowings
of the ECOZONE Authority at their level and recommend its
approval to the FIZDEj:

&e Upon recommendation of the Administrator,
organize, reorganize and determine the Authority’s staffing
patterny ‘do fix their salaries and to define their powers
and duties; and

P Render annual reports to the FPresident, the FIZDE,
and the Congress.

SEC. 32. Minimum Qualifications of Administrator. =
The Administrator of‘an Economic‘Zone must be a natural-born
citizen of the Philippines, at least thrity (30) vyears of
age on the day of his appointment, preferably a resident of
the ECDZONE or of the province for at least one (1) year

immediately preceding his appointment, and a holder of a

degree from a reputable school, college or university.
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SEC. 33. Powers and Functions of the Administrator. -
The Administrator of each ECOZONE Authority shall have
control, direction and supervision of the affairs of the
Economic Zone. In addition, he shall have the following
powers and functions:

e To safeguard all the lands, buildings, records,
monies, credits and other properties and rights of the
Economic Zoneg

2. To ensure that all revenues of the Economic Zone
are collected and applied in accordance with its budget;

L To ensure that the investors/firms and employees
of the Economic Zone are properly discharging their
respective duties;

4. To give such information and recommend such

measures to the Board, as he shall deem advantageous to the

Economic Zones;

T To submit to_theBoard the on—going and proposed

projects, work and financial program, annual budget

receipts and expenditures of the Economic Zonej;

b To represent the Economic Zone in all its business
matters ande sign, in its behalf after approval of the
Board and the FIZDB, all its bonds, borrowings, contracts,
agreements and obligations made in accordance with this Actg

74 To receive, hear and decide, as he may deem proper
the protests, complaints, and claims of the residents and
enterprises in the Economic Zone concerning administrative
matters;

& To recommend to the Board the grant, approval,
refusal, amendment or termination of Economic Zone
franchises, licenses, permits, contracts, and agreements in
accordance with the policy set by the BRoard: Frovided,
That the action taﬁen by the Board in refusing to grant a

franchise, license or permit or in revoking, amending or

&
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terminating one may be appealed to the Executive Council by
the aggrieved party. The decision of the Council shall be
rendered not later than thirty (30) days from the receipt of
the appeal;:;

78 To require owners of houses, buildings or other
structures constructed without the necessary permit whether
constructed on public ‘or private lands, to remove or
demolish’ such houses, buildings, structures within sixty
(60) days after notice, and upon failure of such owner to
remove or demolish such house, building, or structure within
said period, the Administrator may summarily” cause its
removal or demolition at the expense of the owner, any
existing law, decree, executive order afd other issuances or
part thereof to the contrary notwithstanding: Frovided,
That the aggrieved party may appeal the action taken by the
Administrator to the FIZDE, and)the appeal shall be decided
within thirty (30) days _from receipt thereof;

10, To take sucH ‘emergency measures as may be
necessary to avoid fires, floods, and mitigate the effects
of storms and otherynatural or public calamities;

11. To.prepare and make out plans for the physical and
economic development of the Economic Zone, including =zoning
and-land, subdivision, and issue, such rules and regulations,
which shall be submitted to the Board and Executive Council
for- its approval: and

120 To perform such other duties and exercise such
other powers as may be prescribed by the Board, and to
implement the policies, rules and regulations set by the
ECOZONE Authority.

SEC. 34. Deputy Administrator. - Each Economic Zone
shall have a Deputy Administrator who shall be chosen and
appointed in the same manner as the Administrator of the

Zone.

3
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SEC. 35. Salary and Other Emoluments. - The salary of
the Administrator of an Economic Zone shall be Three hundred
sixty thousand pesos {(RBIH0,000,00) anc the Deputy
Administrator shall be Three hundred thousand pEsos
(EI00, 000 ,00) a vyear and such other emoluments which the
Executive Council may approve.

oo 2 B e Investigation and Inquiries. - Upon =a
written formal complaint made under oath, which on itsw face
provides reasonable basis to believe that some anomaly or
irregularity might have been committed, the FIZDE. the EBoard
of the ECOZONE Authority or the Administrator of the ECOZONE
concerned, shall have the power to inquire into the conduct
of Ffirms or employees of the ECOZONE and to conduct
investigations, and for that purpose may subpoena witnesses,
administer oaths, and compel thé productions of books,
papers, and other evidence: /Frevided, That to arrive at
the truth, the investigatori(s) may grant immunity Ffrom
prosecution to  any parson whose testimony 1 whose
possession of documents or other evidence is necessary or
convenient to determine the truth in any investigation
conducted by him or under the authority of the FIZDR, the
Administrator of the ECOZOME concerned or the Board of the
ECOZONE S Authority.

SEC. Z7. Prohibition Against Holding Any Other Office.
e The Executive Director of the FPIZDEB, Administrator, the
Deputy Administrator, tﬁeir deputies, staff, or assistants
shall not hold any other office or employment within or
outside the Economic Zone during their tenure. They shall
not, during their tenure, directly or indirectly practice
any profession, participate in any business, or be
financially interested in any contract with, or any

franchise, or special privilege granted by the ECOZONE

(“\
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Authority or National Government, or any subdivision,
AQENCY . OF instrumentality thereof, including any
government-owned o control led corporation, or its
subsidiary, during their tenure or office.

SEC. 38. Disbursement of Funds. — No money shall be
paid out of the funds of any of be ECOZONES except in
pursuance of the budget as formulated and adopted the
ECOZONE Authority and approved by the FIZDB.

SEC. 39. Extent and Scope of Rule-Making and
Administrative Fowers. — The provisions of existing laws,
rules and regulations to the contrary notwithstanding, the
ECOZONE Authority shall exercise rule=making and
administrative powers over the ECOZONES within the framework
of national development plans, policies;and goals, in the
following areas:

(a) Organization of ECOZONES administrative system;

(b) Agricultural, commercial and industrial programs
for the ECOZONES:

{c) Infrastructlre development of the ECOZONES;

(d) Urban and rural planning for the ECOZONES;

{e2) FRevenue-raising measures as provided for and
Timited in this Act;

{(¥) Establishment, operation and maintenance of
health, welfare and other social services,
programs and facilities; and

(g) Such other matters as may be authorized by this
Act.

Accordingly, the ECOZONE Authority shall have the power
to institute rules and regulations to govern the following
subjects within the ECOZONE:

1. The construction, acquisition, ownership, lease,

operation, franchise, license, and constracting out to the
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private sector of infrastructure facilities, factories,
buildings, warehouses, dams, reservoir, water distribution,
electric light and power system, gas, telecommunications
and transportation, or other facilities and services
necessary in the conduct of commerce and industry, banking
and finance, etc. within the ECOZONE. The rates, charges
and fees for such facilities and services shall also be
collected or regulated by the Authority.

2. The taking of water from any public stream, (rdver,



private sector or infréstructura facilities, factories,
buildings, warshouses, dams, reservoir, water distribution,
electiidc lighkt and power systems, gas, telecommunications
ar transportation, or other facilities and SEVLOSE
necessary  in the conduct of commerce and industry, banking
and finance, etc. within the ECOZONE. The rates, charges

and fees for such facilities and services shall céﬂ!Q\ e

collected or regulated by the Authority.

£« The taking of water from any lebllC%E, FLVE .
creak, lake, spring or waterfallj; \) 0

« The reclamation of land, alterat » Obstruction or

Lod

increase of the flow of water in str or in water channel

intersecting or connectiong_thqr th oF contigupus ta' its

WO ks g ?‘\
4. The types of enter <L; s or investments within  the

ECOZONES in order not t ersely affect the operations and
viability of e:~:ist®_] domestic ‘irxdustries outside the

<k rhe& to private persons, under such terms as

ECOZONES §
= le and proper, of permission to use, rent, or
acilities, or of any contassion incident thereto

niection with the receipt, delivery, shipment and

in  transit, storing and handling of goods ,

& The issuance of permits to DESONS , farmes,
corporations or associations to make use of the facilities

of the ECOZONES, or to erect buildings and other structures
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private sector or infrastructure facilities, factorises,
buildings, warshouses, dams, reservolr, water distribution,
silectric light and power systems, gas, telecommunicafions
and trénsportatian, or other facilities and SEFVICES
necessary in the conduct of commerce and industry, banking
and Finance, etc. within the ECOZONE. The rates, charges

and fees for such facilities and services shall :§"§ e

collected or regulated by the Authority.

.Z' The tat ing of water from any public Q FAVET .
creak, lake, spring orvwaterfall.

F. The reclamation of land, alterc ohstruction or
increase of the flow of water in str o in water channel
intersecting or connectiong thgﬁek or contiguous to its
Workss ~¢

4. The types of entg 6&},@9 or investments within  the

ECOZONES in order not ersely affect the operations and
viability of exii¢Z:g domesstic industries outside the

ECOZONES § \

e Th it to private persons, under such terms  as

a‘zbable and propsc, of permissiﬁn to use, rent, or
p%f"acilities, or of any concession incident theresto
ZTonnection with the receipt, delivery, shipment and

in transit, storing and handling of g s ,

&% The issuance of permits to persons, firms,
' corporations or associations to make use of the facilities
of the ECOZONES: or to.erect buildihgs and other structures
within the ECOZONES;

7. the assessment and collection of rentals for the
lease, use or occupancy of lands, buildings, structures,

warehouses and other properties and facilities owned or



administered by the ECOZONES:

H. Special consideratiorn and privileges for industries
introducing new and advanced technology:

7. The development of a portion of the ECOZONES as may
be necessary to accomodate the construction of housing
units, and/or coﬁdominiums and houses which shall be sRged

or sold to bona fide residents of or workerg 1 e
ECOZONES, according priority and preferential ea;:ent to

low-cost housings y
14, the maintenance and preservati\f peace and

public morals and in pursuance therea@% provide for the

suppression of riots, disturbanc%EF roerly assembles and

‘all disorderly conducts and fm@brohibitlcm ot houses of
GF

ill—Ffame, gambling houses bling and prostitution,

vagrancy, and the printi reculation, exhibition or sale

of obscene pictures, ggsk or publications.
1t To provid oand maintain a fire department and

to establish,?tire and maintain engine houses, fire
a

EBNOLNSS, rezﬁ: nd other eguipment for the prevention and
i i t of fires;

ATo establish or authorize the establsihment of fix

for the use of, slaughterhouses and markets and

regulate the keeping, preparation and sale of meat,
fruits, poultry, game, milk, fish, vegetables, bread and
other provisions of food affered for salesy to adopt such
measures to prevent the introduction and spread of diseases
135. To provide for enfércement of rules and
regulations issued by health services and by law; to impose
penalties for violations of such rules and regulationsg

i4. FTD provide for the established and maintenance,

3



and regulate the construction and use, ot public drains,
HEWEITES , latrines, and cesspools: to  provide for the
establishment and maintenance of waterworks and purification
systems Ffor potable water supply, and to regulate the
consumption and use of the water; to fix and provide far T
collection lof rents thereof, and to regula ke
construction, repair, and use of hydrants, pum.ps?%x;rns
and reservairs:

15 To provide for the laying ou Y strucfion,
improvement, maintenance and regulati ﬂ§~§}‘ the use of
streets, avenues, alleys, siaewalks, RITVED, pPlers, parks,
cemeteries, and other public pla g Lo provide’ for  ithe
construction and maintenance 2 Q

bridges, viaducts and culv‘@:, to close any city road,

street, alley, boulevard,& ue, park or square within the

regulate the use of

ECOZONE 5
ié6. Subjiec szlimits and procedures provided for by
law and by ruld%’g d regulations of appropriate government

agencies,

projects; and to appropriate funds of the ECOZONES

440 . Full Disclosure of Financial and PBusiness
Interests. - Every member of the Board of the ECOZONE
Authority, employvee of the ECOZONE Aufhority and the
Executive Director of the FIZDB and their stat+f shall, upon
assumption of office, make a Full disclosure of his
tinancial and business interests.

SEC. 41. Appointment and Removal of Certain Officials
and Empléyees.— The Administratcr af the EéDZDNE, (R¥nTulyl

approval of the Board, shall appoint and may remove in

ter,, if necessary, itro  contracts, for.

t
partial%@eferr‘ed payment; to sell bonds to raise money

72



accordance  with the provisions of the Civil Service Law
that are not inconsistent with this Act, the department
neads and their assistants and all their officials and

SEC.. 4. Offices and Each ECOZONE. - The. ECOZONE
Administrator shall have direct suparvision and control of

the following offices, sublject to guidelines prescrcéga\\by
F_'n

the Hosrrd and the implementing rules adopted by tv By

{a) Office of Engineering and.Public W
(b) Office of Fublic Healths; ,\)
() UOffice of Finances \
(et Office of Fublic Services: c&,

and such other offices as an ECQZQ“a\may reEgquire as approved

By the Boards v‘\'

FLa e BERTRE  OF 'NG&&ING AND FUBLIC WORKS
SEC. 43, Fowers an uties of the ECOZONE Enginesr. -
There shall be an '“‘ZbNE Engineer who shall be in charge Df
the Office of E‘E’peering and Fublic Works. He shall have
charge of he swrveying and engineering wothk of the
ECDZDNE;%ﬁ%

and public grounds, and shall perform engineering

nance of strests, canals and esteros, parks,

in connection with public improvements, or any
by the ECDiDNE. He shall be responsible  for
issuance of permits for the contruction, repair, and removal
of public and private buildings, land improvements and other
civil works within the ECOZONE and to enforce all rules and
regulations relating to the same of waterwérks and seweragé
and of all sources of water supply. He shall have power,
subject to the approval of the Administrator, to tear down
or to cause buildings dangerous to the public to be made

Secure.

178
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B. OFFICE OF PUBLIC HEALTH
SEC. 44. Fowers and Duties of the ECDZbNE Health
Officers. - There shall be an ECOZONE Health Officer, who
shall have charge over the health and sanitary conditions of
the EDOZONE and shall have contralv and supervision  over
puericulture centers in the ECOZONME. He shall recon
%rlate

the Board, through the ECDZONE Administrator, gg

rules and regulations for the preservation of ealth,
and shall be responsible for their enforc nt. He may  ab
aided in sanitary inpections by such mem Df the police

force and by such sanitary inpectors

ay be  authorized.
He shall ‘keep the cavil reqxstr‘ ‘é@e ECOZONE and record

therein - all birlths, marr@ and Tdeaths with their
e

respective dates. He shall 6., orm such other thies a8 Mmay

be assigned by the & ration with retference to the

Mealth of the r'esideés

SEE e 45 N re and Duties of the ECOZONE Treasurer. -

There Shiél‘zé an ECOZONE Treasurer who shall have charge of

nd sanitation within the ECOZONE.

OFFICE OF FINANCE

+ Finance and shall act as financial officer of

e \O\?
-ﬂ;ments due from persons and enterprises in the ECOZONES

a5 provided in this Act: shall collect all license fees and
rents due for public lands, markets, and other properiy, and
shall receive and receipt all costs, fees, fines and

forfeitures imposed on  persons  and  enterprises  in the

ECOZONE. He shall collect all miscellanous chargés S el e
inpection, pErmits, licenses, etc. made by the ECOZONE
Fathority . He shall be accountable for all Ffunds and

ECOZONE Treasurer shall collect all levies and



praperty  of the govefnment i cbhe BECOZONE and shall rendee
such accounts in connection therewith as may be ‘prescribed
By the Commission on Audit. He shall deposit daily all
funds and collection in any government bank duly designated
by the Board as government depository.

The ECOZONE Treasurer shall submit to the Adminigtrator

arn o annual certified detailed statement of all rece‘;fa
expanditures of the ECOZONE in the preceding y-earv@ smhall
submit to the Administrator esach guarter &(tement of
receipts  and expenditures during  the \ipg iately past
calendar aquarter, and an sstimnate zE, ol &1 recelipts and
edxpendltures  for the remainder of 42:;urrent VEAF . Upan
receipt thereof, the Adminigghsi shall Formulate‘ and
submit to the Board for apprv cdetailled l::udéet covering
the estimated necessary exﬁgp itures for the snsuing twelve
months: Frovided, hosvel, " THat in no case shall the Board
APProve  an aggrage amount of appriations esxceeding the
satimate of rev£z>es and receipts submitted by the ECOZONE

Treasurar. %‘Q

Exemption from Local Taxes and Licenses. -

to the provisions of the Local Govenment Code and

rules and regulations, the appropriate

of  local imposts, fees, licenses or taxes to  persons  and
snterprises  in the ECOZONE. These tax exemptions shall be
designed primarily to attract investors into the ECOZONE and
make it intermnationally compstitive.

SEC. 46  Audit Jurisdiﬁtion - The Commission on Aud}t

or COA shall audit, examine, and settle on post audit basis

all accounts pertaining to the revenue and receipts of, and

edpenditures or usses of funds and property owned or held in

2



trust by or pertaining to the philippine government in sach
ECOZONE .

SEC. 48. Engagement of Frivate Auditors. - With the
approval of the COA, the ECOZONE. Authority may engage

private auvditors to undertake service rot otherwises

performed by the COA. \
When the exigencies of the service demand i ,<;t> -0m

o much

may deputize and retain in the name of e
certified public aécountants arc oth licensed
professionals not in  the pgblic servicQ) it may deem
necessary to assist government aud‘%?rs in  undertaking

SEC.  49. Audit Reparts@ CoAa shall submit to  the

special awdit sngagements. ié

Fresident of he Fhil e Congress of the
Fhilippines, the ECQOZ iuthor‘lty and FIZDE an  annual
report covering the fiancial condition and operation of

each ECOZONE, whié*iv all also recommand measures nNecessary

to improve ef@:y in the ECOZONES.

: , CHAFTER III

S0% Dealing In or Disposal of Goods in  the
ECOZONES. -~ In the matter of dealing in or disposal of good
in the ECOZONES, the following rules shall be enforceds:

(&) Goods of every description, except tobacoco,
firearms, ammunitions, narcotics and prohibited drugs
specifically and ;bsolutely proqibitedy law, may be brought
into an ECOZONE;

() Allowable goods inside an ECOZONE may be removed



from the ECOZONE in the original package or otherwise:

(c) Unless otherwise directed by the ECOZONE Authority
o the appropfiate governmant functiénary, goods allowable
within an ECOZONE may be stored, sold, exhibited, proken 1
repacked, processéq, assembled, distributed, sorted., graded,
cleansd, mixed, or otherwise manipulated, or be manuf Lred
in accordance with the provisions of this Act. %Xd,

That any good dutiable on entry  into customs ‘%?’Fitory,

whether in its original condition or afiter ma TRE LUFE O Aas
- |

component or ingredient of any goods m@;tured i
1

ECOZONE are sent from an BECOZONE into b ustoms territory.,

]

shall be subiect to the duty which d have been paid on

_ [ ]
the imported goodi(s) in Driginab~§9 dition or as component

or ingredient of the producicc. the import had  besn made

directly into the custom riitory and to  the pertinent
pPrOViIsions of the Tagif+f and Customs Code arnd any
regulations made t& cle i g

{id? Bood!?’Vexcept as  ars prescribed under thes
provisions 3 e succeeding paragraph, which have been
brought

arn ECOZONE from customs territory shall be
PILIRR ' .

Seuported for  the purpose of drawba;k under bhe
provisionslmf the Tariff and Customs Cocde s

The provisions of paragraph (c)} hereof shall not
apply to such goods as may be listed from time to time by
the FIZDE upon recommendation of the.Bcard gt the ECOZONE .
Authority save that such listed gaods may be stored in  the
ECOZONE for the purposs  of transhipmént, .survéy and
repacking before removal into customs territory: Frovided,
That such survey and repacking shall not be carried out
except with the prior permission of a senior customs

official in the Economic Zone and shall be subject to such



conditions as may be prescribed in the rules and regulations
promulgated by the ECOZONE Authority.
BEC. 31. Manipulation or Manufacture in an ECOZONE. -
1. Bubject to the provisions of Section 50 (c) of this
Act, any peison who intends to assemble, mix or otherwise

manipulate any goods or to carry out such manuf"act%\ e
& -

extent allowed under this Act or the rules of COZONE
Authority for entry into customs territory &ive the
Administrator of the ECOZONE Authority wm“;:> notice of his
intention and obtain his prior written p ilssion to do 56.
Such permission shall be granted or ehld to the rules of
the ECOZONES Frovided, T@A s h manipulation or

and in accordance with per ECOZOME regulations.

manufactures mhall be Calr-ri@under customns Supervisj_:c)n
& H

i The Administ of the ECOZONE may, subiect to
such guidelines psgscribed by the Board of the ECODZONE

Authority . giv&allowance for recoverable waste, bubt  i+f
=

recoverable 0

be duti l‘z;h its condition and guantity and as its weight

im sent into customs ftervritory. it shall

ta of entry.
. Calculation of Customs Duty. — The rate of

duty and the valuation applicable to any dutiable

1 in  the case of goods lawfully braugﬁt inte o
manufactured in the Economic Zones -

(el if there has been no ménipulation- ()
manufacture effecting a changes in tariff
ciassification, the rate and valﬁation in force on the
clay on which such goods  are  sent  into customs

territorys

i



(il it such goods are used in the manufacture of
any product which is not a class dutiable on entry into
customs territory, the rate and valuation in force on

the day on which such goods are Fremoved foir

“\Vrom

materials which are not subject to t:ustomsw - thes

manufacture:; and

) if such goods are manufactu

rate and valuation in force on the d hich the

entry or such manufactured goods in d“;? oms territory

18 authofized by the propesr customsSAQEcial; arl »

i in case of uncustomed QEZS, the rate arc
valuation in force on the day'o‘:&hich such  goods  became

uncustomed goods, 1if known’ he rate and wvaluation in

force on the day of seixur&g\ichever, is higher.

The rate of exchange % foreign currency shall’'-be “the

current selling ratiZyxthe ECOZONE as last notified before

the time the@&js are removed for the purpose oF
o

manufachbures

8EL‘Q % Retail Trade. — Not more than ten percent
: otV the

goods being manufactured by an ECOZ0NE

y into customs territory.

s shall be made available for domestic retail sales

SEC. 4.« Taxation aﬁd Tax Treatment of Merchandize in
the Economic Zones. -~

14 Except as otherwise provided in this Act, foreign
and domestic merchandise, raw materials, supplies, articles,
equipment, machinery, spare parts and wares of évery
description, except those specifically prohibited by law,
brought into the ECOZONES to be sold, stored, broken. LU,

repacked, assembled, installed, sorted, cleaned, graded, or



ntherwise processed, manipulated, manufactured, mixed with
foreign or domestic merchandise or used whether directly or
indirectly in such activity, shall not be subject to customns

and internal revenue laws and regulations nor to local tax

ordinance of cities or municipalities outside of the
ECOZONES 3 ] ! ‘\\\
2 Merchandise purchased by rei ,'Lane

: ) a regisge
enterprise from the customs territory, if pa in United

i fo
HStates dollars or in any convertible fDrﬁ‘i;) urrency and

subsequently brought into the ECOZONES, é\§~. e considered

as euported, and the exporter there@%vall be entitled to

the benefits allowed by law forbs £ ransactions
3 Domestic merchand ‘~sEnt from the ECOZONES to
the customs territory shal wHether or not combined with or

made part of other art‘grsi likewise the growth, product . or

manufacture of th ‘hilippines while in the ECOZONES, be

subisct to inti"a revenue laws of the Fhilippines as

domestic go@

COnSUmp
Subject to the provisions of Section 50 (c) of

ld, transferred or disposed of for local

merchandise sent from the,EBDZQNES tp the customs
shail, whether or not combined with ér made part
articles while in the ECOZONES, be governed by
pertinent laws and regulations on imported merchandise;

i Domestic merchandise on which all internal revenue
taxes have been paid, if subject thereto, and foreign
merchandise prev;ously imported on which duty or tax has
been paid, or which have been admitted free of duty and tasz,
may be taken into the ECOZONES from the customs territbry ot

the Philippines and be brought back thereto free of quotas,



G

cduty or taw:
&ia Subject to such regulations respecting identity
and the safeguarding of the revenus as the ECOZONE Authority

may  deemn necessary when the identity of amn article entered

into  the ECOZONES has been lost, such article when removed

frrom  the BECOZONES and taken to the customs tervitory_  shall
e treated as foreign merchandise entering the ocouw for

the first time, under the pecrtinent provisions cncv Tariftf
and Customs Code of the Philippines: and $

w4k fArticles produced or manutacturg 1 the ECOZONES

and sxported therefrom shall, on subse ntwnportation into

C%e import  laws or

the customs territory, be subject @

regulations applicable to like .Xtéles manutfactured 1in  a

foreign country. &

INDUSTR@. RMONY IN THE ECOZONES

g

S M s fzrpr and Management Relations. - Except as
otherwise o ad-c-inreibehis hohet g ltabor and maragamant
e lation e ECOZONES shall be governed by the existing

Bode of the FPhilippines. Employees and personnel in

snterprises shall receive salaries and benefits  and
ﬁq;' yﬁjoy working conditions not less than those provided
under the Fhilippine Labor Code and other relevant laws,
LESUANCes, rules and  regulations of the Fhilippine
Government and the Department of Labor and Employment.

BEC. S6. Master Employment Contracts. — The ECOZONE
Authority, in coordination with the Department of Labor and
Employment, shall prescribe a Master Employment Contract for
all ECOZONES enterprise statf members and workers, the terms

of which shall provide salaries and benefits not less than

/30
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those provided under this Act, the Philippine Labor Code as
amendad and other relevant issuances of the - National
Government.

SEC. 57. Percentage of Foreign Mationals. - Emplovment

of Fforeign nationals hired by ECOZONE enterprises 1in &

supsrvisory, ftechnical or advisory capacity shall no

five per centum (59%) of it workforce without the

authorization of the Secretary of Labor and E Wt.
r

o
Foreign nationals uwunder employment poo cts, their
spouses  and unmareied cohildren under twewe (21)  vyears
of age, who are not excluded under any Licy or law, shall
be permitted to enter and FESiiF i & Fhilippines during

the period of the contract@loyment of  such foreign

national. c
BSEC SHY ML grant &r. ~ The ECOZONE Authoritv. 1;1
coordination with the ;§;§:;ment of Lan=bor and Employment,
el L promulgate%&]priate measures and programs  leading
to the expansi %’the services of the ECOZONES to help the
local ogoye ts  of nearby areés meet the needs of the
£ ¥ FEErS.

i 1 Incentive Scheme. — An additional deduction

Mational Government share of the three percent (3I4)

M«fgs income of persons and enterprises in the ECOZONES
egquivalent to one-halfd (178 of the .value of  fraining
supenses incurred in developing skilled or unskilled labor
ar for managerial or other management development programs
shall be granted to the person or enterprise concerned.
Such shall  first be approved by the ECOZONE Authority

according to guidelines prescribed by it in coordination

with the Department of Labor and Employment. The deduction



allowsed wunder this section shall, not excesd ten perocent
(107 of direct labor wages.

The FIZDE, the ECOZONE Authority and the Department of
Labor and Emplovment shall Jjointly make a periodic review of

the incentive scheme provided in this section every two (2)

years or when circumstances so warrant. Q‘\\
wEle o e Service Charges. - All servi e%arges
collected by hitels, motels, restaurants, hihs, day
clubs, gambling casinos and other similar @sta@rishments in
the ECOZONES shall be distributed at thek of eighty—-five
percent (85%) Ffor all emploveess of ‘%}id establishments,
g work  in. ‘the same

regardless of the nature Df.

egstablishments, and fifteen ‘ant (15%) +or management.

The share pertaining to ploves shall be equitaﬁly
distributed among them?

S ad 1. Oftdres and Agencies of the Department of
Labor and Emplo . = The Department of Labor. and

Emplovment gh? stablish and maintain in the ECOZONES  its
Appropri EGZ/ ffices, AOBNCles and instrumentalities
) =8 Vs Lt effectively carry out the provisions of this

CHAFTER V

=

RELATIONSHIF WITH THE NATIONAL GOVERNMENT AND OTHER ENTITIES

SEC. 62Z. Applicability of Mational Laws. ~— . National
Laws shall prevail vis—a-vis ECOZONE rules, regulations and
standards, unless theres is a clear intent in this Act or
other acts of the Congress to vest the ECOZONES specific
powers  and privileges not otherwise allowed under existing

laws.
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SEC. 6%3. Relationships with Certain Regional Directors
and other Government Entities. -

1. Subject to the power of coordination that is vested
in the FIZDB by this Act, the Administrator of each ECOZONE

shall have supervision and control over the implementation

of  development projects in the ECOZONE that are ﬂcia by

the ECOZONES.
2 The ECOZONE Administrator shali coordihaty with the

respective regional directors of the Dep e of Health,
Education, Culture and Sports, Fublic Wor and  Highwaysg

Trade and Industry, and with the relee@ officials of such

ohhsr ‘departments and local gpw‘ahment units that will

establish offices with the E Such coordination shall
be effected especially iagy identification, planming.
programming, prioritiz » and implementation of socio-

economic  regional dg ldpment projects in the ECOZONE that

are funded out ,antional funds, as well as evaluation

thereof from a onal development perspective.
S B e@ Relationship with the Regional Development
S elineation of Responsibilities for Fegional

nt Council  of the Region where the ECOZONE is

ECOZONE Authority shall determine the ‘develupment
goals for the ECOZONE within the framework of national
development'plans, policies and goais, and the Administrator
shall submit the ECOZONE plans, programs and projects to the
Regional Development Council for inclusion in and as inputs
to the overall regional development plan.

SEC. 60. Relationship with Service-Wide Agencies. -

The Department of Budget and Management, the Commission on

1%



Audit, the Civil Service Commission, the Department of
Finance, the Central Bank and other service-wide agencies
shall make the'necessary amendments and adjustments in their
respective regulations and procedures in order to make them
consistent with the purposes, intents and objiectives ﬁf this
Aot and responsive to the particular developmental nesds of
the ECOZONES. : é\
SEC. H6. Restlaticon . of GCoptlict. = — I e of
contflict between the local government units rred and
the ECOZONE Avthority on matiters affesct thh entities
which cannot be resolved in their céfe rapeiieh: i ol 4 5 o= 1 1 LU o
elevated by any of the partiss to kGZﬁegiDnal Developmant

Council having territorial ju#. imtion  over them. Thie

Decision of the Council swe fimal and immediately

e tory . ‘ g
For purpose of this§§;ction, the PIZDE ashall formulate

and issus the necei<szy implementing rules and regulations.

& CHAPTER VI

&7 . Fower to Borrow and Incur Debts. — The ECOZONE

MISCELLANEDUS PROVISIONS

is  hereby vested with the auwthority to borrow

P the account of the ECOZONES from local or foreign
investors directly or through private placement, or public
LESUaNCEs and Flotation of bonds, notes, debentures,
certificates of indedtedness, securities and other financial
instruments and papers for the purpose of financing the
‘development and/or operatio&s of the ECOZONE ander such
terms and conditions the FIZDBE may déem fiar: <" the i bast
interests  of the.ECDZONES: Frovided, That such borrowings

and | flotations shall Vbe subiect to the approval of

¥
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Department of Finance and if made tforeign exchange to the
prior approval of the Central Bank, according to prescribed
guidelines and procedures.

SEC. 68. Termination of Business. ~ Investors in  the
ECOZONES who desire to terminate business or opsrations
shall comply with such regquirements and procedures ,:E\\the
ECOZONE Authority shall set, particularly those '52:29 to
the clearing of debt_s. The assests DFQ? closed
enterprises can be transferred and ¢+t f s can be
remitted out of the ECOZONES subject to Qﬁs, gulidelines
and procedures prescribed Jjointly the Central Bank,
Department of Finance and the E%P;QﬁF Authority concerned.

SEC.  69. Jurisdiction q@k ECOZONES for the FPolice
Furposes, - The jurisdic ‘Ep of the ECOZONES for police
purposes shall extend t?g(&) kilometers from the shore,
and the land to a pecime®er of up to three (3) kilometérs ir
width, subject é!gf:ﬁe consent of the concerned local
government E:Q NP Sl solely for the purpose of
protectin Gﬁy ensuring the safety of water supply of the
AM By “:t>8uch police jurisdiction shall also extend over
( Atory within the drainage area of such water supply.
two  hundred (200) meters of any reservoir,

»  Canal, aguaduct, or pumping station used ir
connection with an ECOZONE water service.

QB L 20 Foreign—-Assisted Frojects.— The foreign-—
assisted projects of .an ECOZONE shall be under the
direction and supervision of the ECOZONE Administrator,
subject to the powers of the ECOZONE Achority arnd  the
RIZDB s Frovided, That the foreign-assisted projiscts of

National Government agencies shall be under the supervision

2%
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of the appropriate agencies of the National Government.

S8EC. 71. Corporate Register. — The ECOZONE Authority
shall have.and méintain their individual separate business
register o partnerships, corporations oy single
proprietorship and shall supervise, regulate and control ail
corporations and partnerships registered with the ECQOZ NES',
in accordance with the policies laid down by the F’I%&

The Securities and Exchange Commission, +or istics
and information purposes only, shall note in rate book
the pertinent papers of corporations and @erships that
have been established in the ECOZONES,

SEC. 70 Construction and 0O @?ermit Fees. - To
further encourage investmentg~s: e ECOZONES, the
Administrator of the ECUZONES%ﬂ approval of the ECOZONE
Authority, may waive the p&gt of construction permit fee,

electrical inspection fedf Water connection tee, and ather

similar fees to th&t one hundred (100) investors in the

ECOZONE . tb,
EQ . CHAPTER VII

SFECIAL FPROVISIONS
L Effect of the Establishment of én ECOZONE: ~4n

where there is an Existing Export Frocessing Zone,

rade Office or Industrial Estate. - Whenever an
ECOZONE is established in an area where there is an
existing Export Frocessing Zone, Barter Trade 0Office or
Industrial Estate, the same chall be absorbed and integratéd
with the ECOZONE and all properties, records, eqguipments,
appropriations, subsidies, buildings, facilities and other
assets of said entities, including such applicable personnel
and existing obligations, shall be transferref +to the

ECOZONE.

m_'
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Government personnel whose services are not retained by
the ECOZONE Authority or any government office withié the
ECOZONE shall be entitled to separation pay  and such

retirement and other benefits they are entitled to under the

laws then in force at the time of their separation:

Frovided, That in no case shall the separation pay be-‘{;ss'

than one (1) month salary for every year of service.<;:>

SEC. 74. Atrategy of Development of the Ec:wwgs 3

The strategy and priority of development of ECOZONES

established under this Act shall %ollk&%e tollowing
patterns: %

(&) the development of high-v marine or aqguatic
.
1¥

industry products “that are highx

markets; : <!.

{h) e manu%actu& of agri-products ar e

cdemand in the world

development of the food alfd beverage processing industry and

other similar or r -ng activities;

& el i commertz}l activities, such as the establishment

arc develo;@Q of  dnternational investmant Danking

facilitie

tfinancial services, trading, insurance,
establishment of modern container terminals,

nt of goods, securities and development of

futures trading:

() light and medium high technology industries, such
=31 thes manufactures af highly sophisticated
telecommunications equipment, computers, peripherals and
softwarss, the manufacture of medical diagnostic and
Eherapautic, equipment and other similar or related. high-
technology electronics industrys;

§=p the manufacture of essential drugs and other

pharmaceutical products both for local consumption and

&9



export: Frovided, That ten percent (10%) of the total
producti&n of pharmaceutical products by & ECOZONE
enterprise may be required to be made available to the
domestic market;

G egstablishment of modern infrastructurs ard

facilities such as airports, telecommunications sta:éah‘\and

other highly efficient facilities.

Second priority shall be accorded to PO EEE LN
into finished products of raw materials $ pusiness
firms from abroad to their local branch& aftiliates in
the ECOZONES and other similar or activities.

Third priority shall be e:-:‘:eé@:o tourism and travel

and other service industrj {h}' the ECOZONES, such as

hbtels, motels, tourist rgstlirants and other similar or
related activities.

Depending on £ ezopriateness of the are where the
proposed ECOZONE i to be established, priority shall be

given to heay %ustr"ies such as shipbuiilding and rpair

faciliti @&ther heavy industries: Frovided, That the

L '@all, A mL:ch as possible, align their strateqy
51 5

<fb§ shall be the policy of the government and the

Authority to encourage, provide incentives and

facilitate private sector participation, especially the

build-operate-transfer scheme, in the construction and

operation of public utilities and infrastructure in the

ECOZONE .
SEC a7 S Conversion of Existing American Military
Installations in the Philippines into ECOZONES. - In  the

event that the United States government shall decide not to

9
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continue maintaining its existing military installations in
the Philippines; the Fresident of the FPhilippines shall set
in motion the prbcedure provided for in this Act Ffor the
conversion D% such installations into ECOZONES.

SEC. 76. SBources of Funding. — The initial, as well

as the regular operations Df‘the ECOZONES shall Db ~?!‘Fed
trom the following: %
ta) The annual sudsidies, appropriatio nc%b ot her
=] E

assets of the Export Pro&essing ZOMEs, %) arter Trade
Office anc the Industrial Estates \\Q‘t nave been
absorbed/transferred to the ECDZDN%% mandated in this
Aoty ® 4‘1‘

(g =D The proceeds from @nts of lands, buildings,

and other properties belon "E/ o bhe ECOZONE concerneds

(c) The proceads éﬁees, charges and other revenue
generating instrumepgs ‘which the ECOZONE @ Authority L
authorized to im !‘Uand collect under this Acts

(cl)  The =l s %rom bonds which any of the ECOZONES
establisf qawder this Act is authorized to Float both
j % abroads

The advance rentals, license feess, and other

hich the ECOZONE Authority is authorized to  impose
tollect under this Act and which an investor is willing
to advance payment; and

(£ Such amounts which the Mational Govenment shall

advance to help expedite the organization of an ECOZONE and

its other initial expenses, which shall be paid back by the

ECOZONE Authority concerned at reasonable terms and

conditions.

SEC.  77. Authority of the Fresident to Advance Initial

1%

*
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rExpenses, Etc. = Subiseetr to existing laws, the Fresident o+
the FPhilippines is hereby authorized to advance out the
savings of the Office of the Fresident and any other

executive department such funds as may be necessary to

effect the organization of an ECOZONE which shall be

reimbursed by the ECOZONE Authority at reasonable %\and
conditions.
CHAFTER VIII Q ‘

FINAL FROVISIONS

SEC. 78. Separability Clause. - Thé\i_9visions of this
Act  are hereby declared separable, GE!” the event one or
more of such provisions or B hereof are declared

unconstitutional, such decl

shall not affect the valikii
thereof. v&

1 =8 g i A 8 Integore¥ation/Construction, - The powers,
authorities and &ons that are vested in the ECOZONES

and the ECOZ @ﬁuthority-by this Act, are intended +to

‘bﬁ of unconstitutionality

of the other provisions

establis gntralization of governmental functions and
s well as an efficient and effective Working
Ehip between the ECOZONES, the central government

ocal government units.

9y



