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SC invalidates tax incentives of Clark ecozone; repeals
purchasing privilege of certain individuals from Subic
duty-free shops

August 30, 2005

The Supreme Court, in its July 29 decision (Coconut Refiners Association, Inc., et.al., v Hon. Ruben
Torres, et.at., GR 132527) declared null and void the tax incentives enjoyed by the Clark Special
Economic Zone. Section 5 of Executive Order (EO) No. 80 and Section 4 of Board
Resolution No. 93-05-034 of the Bases Conversion Development Authority (BCDA)
provides that CSEZ-registered firms shall enjoy all the incentives available under the BCDA
Act or Republic Act (RA) 9227.

The SC reiterated its arguments in Jobn Hay Peoples Alternative Coalition, et al. v. Victor Lim, et al.,
and ruled that the incentives under RA No. 7227 are exclusive only to the Subic Special
Economic Zone (SSEZ). The President, therefore, had no authority to extend their
application to CSEZ when he issued EO 80.

In the same case, the SC invalidated the purchasing privilege of certain individuals from Subic
duty-free shops. Under Section 1 of EO 97-A, second sentences of paragraphs 1.2 and 1.3,
residents of the Subic Special Economic and Free Port Zone (SSEFPZ) living outside the
Secured Area as well as Filipinos not residing within the SSEFPZ are allowed to purchase
and bring out of the Secured Area to other parts of the Philippine territory consumer items
worth not exceeding US$100 per person month and $200 per person per year, respectively.

The SC finds the establishment of duty-free shops well within the policy objectives of RA
7227. However, said law also provides that exportation or removal of goods from the SSEZ
to the other parts of the Philippine territory shall be subject to customs duties and taxes.
Hence, allowing tax and duty-free removal of goods from the Secured Area by certain
individuals, even in a limited amount, is null and void.
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