‘More Flexible Rules of Origin for SEZ Locators under EO 148

Features of EO 148

» Allows locators in Special
Economic Zones or Freeport
Zones to avail of the following:

= More flexible rules provided
under the ASEAN Trade in
Goods Agreement (ATIGA)

= Preferential tariff rates applied
on raw materials

» Covers products of Special
Economic and/or Freeport Zones
locators

Comparison of EO 214 vis-a-vis EO 148

EO 214 EO 148

Based on AFTA CEPT Based on ATIGA

AFTA CEPT: RVC 40  ATIGA: ROO

1. WO

2. CIC (i.e. CC, CTH,
CTSH)

3. Process Rules

4. Other origin-
conferring rules
(e.q.
accumulation)

Example with EO 148:

4113.20 - Leather imported from

China (50% of the cost to produce
shoes)

6401.91 - Shoes
produced in an
economic zone in PH

PSR: RvC40 or CTH

Sold in PH's domestic
market; imported raw
materials may avail of 0%

4002.99 - non-
originating rubber
sheets imported

from China 20%
of the cost to
produce shoes)

Rubber sole produced by
an economic zone in PH

duty under EO 148




Example without EO 148:

4113.20 - Leather imported from

China (50% of the cost to
. ,

produce shoes)

4002.99 — non- 6401.91 - Shoes Sold in PH's domestic
originating rubber Rubber sole produceq prodgced inan market; imported raw
sheets imported by an economic zone in economic zone in PH materials will not be able
PH PSR: RVC40 to avail of 0% duty

from China (20% of

the cost to produce

shoes) ﬁ



Executive Order (EO) 148

How it Works — With EO 148

4008.21 — vulcanised rubber
plates from Japan imported
by Company A located in
PH’s economic zone with
MFN rate of 5%

4011.90 — tires for motor cars
produced by Company A using
vulcanised rubber plates
imported from Japan

Cost to Produce Tires* (Company A
located in PH’s Ecozone)

Imported Raw Materials -

(Duty for imported RM
waived

Labor Cost

Overhead Cost

Profit

Other Cost

Total Cost

$70.00
S 3.50)

$40.00
$20.00
$10.00
$10.00

$150.00

With EO 148, duties for raw materials are subject to the ATIGA rates (0% for ALL industrial
goods lines), regardless of where it is sourced. Hence, Company A will be able to save $3.50

for every tire sold in the domestic market.

*For illustration purposes only



-~ How it Works — Without EO 148

Cost to Produce Tires (Company A Cost to Produce Tires (Company AB
located in PH’s Ecozone)* located in Indonesia)*
Imported Raw Materials-  $70.00 Imported Raw Materials-  $70.00
Duty for importedRM - S 3.50 Labor Cost - $40.00
Labor Cost - $40.00 Overhead Cost - $20.00
Overhead Cost - $20.00 Profit - $10.00
Profit - $10.00 Other Cost - $10.00

Other Cost - $10.00
Total Cost - $153.50 Total Cost - $150.00

Without EO 148, Company A located in PH’s Ecozone will pay the 5% duty while Company
AB from Indonesia is exempted from paying duties since the ATIGA rate is 0%. Hence,
Company A is at a disadvantage vis-a-vis companies located in ASEAN.

*For illustration purposes only

How it Works — With EO 148

Cost to Produce Branded T-Shirts*
(Company G located in PH’s Ecozone)

Imported Raw Materials-  $30.00

e D ri RM - .
5211'3% —fal_orics Impurted 6205.20 — Branded T-shirts S mpor\:/E;C:ved > 200
from China with MFN rate of
10% produce(_:l by (Eompany G located | ahor Cost - $10.00
in PH's Feazans Overhead Cost - $10.00
Profit - $5.00
Other Cost - $5.00
Total Cost - $60.00

With EO 148, duties for raw materials are subject to the ATIGA rates (0% for ALL industrial
goods lines), regardless of where it is sourced. Hence, Company G will be able to save $3.00
for every shirt sold in the domestic market. *For illustration purposes only



- How it Works — Without EO 148

Cost to Produce Branded T-Shirts* Cost to Produce Branded T-Shirts*
(Company G located in PH’s Ecozone) (Company GH located in Viet Nam)
Imported Raw Materials-  $30.00 Imported Raw Materials-  $30.00
Duty for importedRM - S 3.00 Labor Cost - $10.00
Labor Cost - $10.00 Overhead Cost - $10.00
Overhead Cost - $10.00 Profit - $5.00
Profit - $5.00 Other Cost - $5.00
Other Cost - $5.00

Total Cost - $60.00
Total Cost - $63.00

Without EO 148, Company G located in PH’s Ecozone will pay the 10% duty while Company
GH from Viet Nam is exempted from paying duties since the ATIGA rate is 0%. Hence,

Company G is at a disadvantage vis-a-vis companies located in ASEAN.
*For illustration purposes only

How it Works — With EO 148

Cost to Produce Branded Shoes*
(Company X located in PH’s Ecozone)

Imported Raw Materials-  $10.00

/% | = .
. 4002.99 — rubber sh.eets_ Rubber sole produced by PH P mpor\:/iivi’,c\‘/” > 030
imported from Malaysia with
MEN rate of 3% manufacturer Labor Cost - $20.00
» » Overhead Cost - $10.00
el Profit - $§10.00
- Other Cost - $5.00
6404.19 — Shoes produced in PH
Total Cost - $55.00

With EO 148, duties for raw materials are subject to the ATIGA rates (0% for ALL industrial
goods lines), regardless of where it is sourced. Hence, Company X will be able to save $0.30
for every pair of shoes sold in the domestic market. *For illustration purposes only



How it Works — Without EO 148

Cost to Produce Branded Shoes*

. P B hoes*
(Company X located in PH’s Ecozone) Cost to Produce Branded Shoes

(Company XY located in Thailand)

Imported Raw Materials-  $10.00

$ 0.30 Imported Raw Materials-  $10.00

Duty for imported RM - Labor Cost . $20.00
Labor Cost - $20.00
Overhead Cost - $10.00

Overhead Cost - $10.00 X

) Profit - $10.00
Profit - $10.00 Other Cost - $5.00
Other Cost - S 5.00 '
Total Cost - 95530 Total Cost . $55.00

Without EO 148, Company X located in PH’s Ecozone will pay the 3% duty while Company
XY located in Thailand is exempted from paying duties since the ATIGA rate is 0%. Hence,

Company X is at a disadvantage vis-a-vis companies located in ASEAN.
*For illustration purposes only



MALACARNAN PALACE
MANILA

BY THE PRESIDENT OF THE PHILIPPINES
EXECUTIVE ORDER NO.148

AMENDING SECTION 1 OF EXECUTIVE ORDER NO. 214 (5. 2003) AND IMPOSING
THE APPLICABLE TARIFF RATES UNDER THE ASEAN TRADE IN GOODS
AGREEMENT ON QUALIFIED IMPORTS FROM SPECIAL ECONOMIC
AND/OR FREEPORT ZONES

WHEREAS, the Association of Southeast Asian Nations (ASEAN) signed in 1992
the Agreement on the Common Effective Preferential Tariff (CEPT) Scheme for the
ASEAN Free Trade Area (AFTA) to eliminate tariff barriers among its Member States;

WHEREAS, Executive Order (EQ) No. 214 provides that products manufactured
in ecozones, where at least 40% of their product content originates from any ASEAN
Member State and is sold in the Philippine customs territory, shall be imposed the
applicable CEPT rates on its qualified imported raw materials, subject to qualification
under the Rules of Origin as provided for in the Agreement on the CEPT Scheme for the
AFTA;

WHEREAS, the ASEAN Trade in Goods Agreement (ATIGA), ratified by the
Philippines on 11 August 2009, consolidated all existing provisions under the CEPT
Agreement and other relevant ASEAN economic agreements and instruments; and

WHEREAS, EO No. 850 (s. 2009), which took effect on 01 January 2010, was
issued lo implement the commitment to eliminate the tarilf rates on the remaining
products in the Inclusion List in the year 2010 under the CEPT Scheme for the

AFTA/ATIGA.

NOW, THEREFORE, |, BENIGNO S. AQUINO [il, President of the Philippines,
by virlue of the powers vested in me by law, do hereby order:

SECTION 1. Imposition of Preferential Tariff Rates. Section 1 of Executive
Order (EQ) No. 214 is hereby amended to read as follows:

“Products manufactured in qualified special economic and/or freeport
zones that enter the Philippine customs territory and qualify under the
applicable rules of ASEAN Trade in Goods Agreement (ATIGA) Rules of
Originn shall be entitled to the preferential rate of duty under ATIGA
applicable to its raw malerials based on the value of such raw materials,
subject 1o applicable provisions of the laws governing such special
economic and/or freeport zones.”
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SECTION 2. limplementation. The Department of Trade and Industry (DTI),
Department of Finance (DOF), Board of Investments (BOI), Bureau of Customs (BOC),
and the Special Economic and/or Freeport Zone Authorities, in coordination with
relevant agencies, shall issue such rules and regulations as may be necessary to
implement the provisions of this Order within thirty (30) days following the complete
publication of this Order.

SECTION 3. Repealing Clause. All issuances, orders, rules and regulations, or
parts thereof, which are inconsistent with this Order are hereby repealed, amended or

modified accordingly.

SECTION 4. Separability Clause, If any provision of this Order is declared
invalid or unconstitutional, the other provisions not affected thereby shall remain valid

and subsisting.

SECTION 5. Effectivity Clause. This Order shall take effect immediately upon
publication in a newspaper of general publication.

DONE, in the City of Manila, this 26th of November , in the year of our

Lord, Two Thousand and Thirteen.

T Cberss,

By the‘Ftﬁisident:
- _

—

PAQUIIQ/N. OCHOA, JR.
~Exatulive Secretary

%
[} yesidend of |

i il LERTIFIED COPY-

il
g =

MARIANITY B IMAANDAL
DIRECTOR iigin b

& -2 - o1y MALACARNARG RECORDSQFFIFt




IMPLEMENTING RULES AND REGULATIONS
TIVE ORDER NO. 148 {S. 2013) ENTITLED "AMENDING
UTIVE ORDER NO. 214 (S. 2003) AND |

ARIFF UNDER THE ASEAN Ti

Section 2 of Executive Order o, 148 5 2013 the Ioliowing ules and gulntions are |

ol and pdorten

.
, ; DEFIHITION OF TERM . =
Swuctlon 1. For puposes of thaes Rules end Requistions the Tallowing ferms ohell be defiiod

delinealel ns such and eated as separate customs teniory pursLant 1o o
Republic At (HA) Mo 7277 (Bases Convarsion and Dy
by R Mo 0400 BA ke 7818 (  Economic Zone Act of 10051 s amendad by A Na.
ET48 BA Mo 7901 (Zamboangs Cily Special Erantve Zons Aot of 1005 Ba N fopo
{Cegayan Special Eonnumic Zons Aot el 10955 BA NG 5708 (Balan Spevial Feonemil o
At BAND Ba8h (8 Aot Eotaliishive the furonn Spucial Ecotonic Zone in the Frovines of
Aunie) a8 amsnded by RA W 10ban . : -

“hillpplng Customs Territory snall rfer b areas 1o the Pl
laws may be enl and are gutaide of Ihe proclaimed b
@dlor fsepon sores - - ~

21 Shechl Ecomprilc andior Frespont Zones ol efer w spacfie aress omaled and

et whote cusioms and |
ariem of the soecial eron

clal ié@gm&c‘ endlor Fraeport Zone Locators shall vfor snlerprass anganed

10 the manufasiine, processn o sssealy of boods el s fpetating meide the

Qualified Anticier shall mean prodicts manutacured. pioduced processed o nusaebind
it specal peosomie andior Trepponl 2unss Bt enler the Philiopios Customs Teniory ang
Juaiiy under the applicable rules of the ASEAN Trade in Goods Agmemant . Bulss of
Otigin (ATIGAROD). sublect 1o the noplicabla provisions of s b acverning such sparial
Zoonomic andllns beapad sonest . , ~

ASEAN Bomber State shall moan any of the follbwing Brins Daryssalam Cambodin

Indondsia. Lao POR. Malaysia, byanimar Philipgines, Singapore. Thaltand sad Viet Mam.

ATIOA Hites sall niean (56 profirental fanfie sl oul i Al 18 of e ATICAT Bo drptiod.

10 the taw materials of qualdiag anticlas

Certificate of Origin shall refer 1o the ATIGA Form D afisstine 10 the origi of goads for

BUEptses of Slaiming pralerentisl tarlf] rates under the ATIGA
Crigln Declarstion moins i; declazation o 1o tha ohgin of the goods exportbd made by
a corlilied exporter on an involce, or any other Seiapisblas convnonil doriamente nnder
ATIGA . . - ~ ; .

ARTICLEY
DOMESTIC 8L ES

Bection 2. The ATIGA rates shall apoly o Importid raw thsterals. senariass of i visd i |

dualified anicles syblect 1o the raculrements undel Sertion 3

Section 3 Far pumoses of thess fules and Reguialions, 5 ousliied wice shall bs coverca

by either 8 Ceriicats of Ongl (C0] Form D lssued by the concermed Speoial eranomic andior
. freepud zone sihority!, or an Ongin Decurralion made by a Canifad Exnorter authorred by the
Bureau of Lustoms, sublact (o (he restictions as may ba prescrbst by the laws governing the

Special economie andior bospont zones Lacally procured raw malerials produced by esabinhen

licensed mandtactizens wihin the Phitonine cusloms lemniory. In complionce with domestic
tepulations, shall be desmed (o have Eilfiled the cogin etement under the ATIGA

ARTICLE 1l ;
REPEALING EFFECTIVITY, AND SEPARARILITY CLAUSES
Section 4 A other niles and regulstions o pails thetsol inconsistent win the foregoing Hiles
and Reaulstions are beveby repsaind amernved of modifed accordingly ‘

Bection 5 These Rules and Hegulationg shall (ke eflact iBaen {15] days bpon publiceson m a
fmwapaner of nenarsl ircalanon

Section 6. U o sy reacon, any suction o provivion of these Fies ard Haguiations I declared
dntatsutilional or mvalil such olher serlions o srovisione ot afiacied Ihareby shall eenen in
full fores pod effect

Approved. 27 Noveimber 2015 Bokay Oy Bhlliopines.
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