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[ REPUBLI C ACT NO. 7471]

AN ACT TO PROMOTE THE DEVELOPMENT OF
PHI LI PPI NE OVERSEAS SHI PPI NG

Be it enacted by the Senate and House of Representatives of the
Phi li ppi nes in Congress assenbl ed:

SECTION 1. Title. - This Act shall be known and cited as the
"Phili ppi ne Overseas Shi ppi ng Devel opnent Act."

SEC. 2. Declaration of Policy. - It is hereby declared the
policy of the Governnment of the Philippines to:

(a) Develop and nmmintain a Philippine Merchant Marine
conposed of well -equi pped, safe and nodern vessels npst suited
for Philippines requirenments and conditions, manned by qualified
Filipino officers and crew, and owned and operated under the



Philippine flag by citizens of the Philippines or by associations
or corporations organi zed under the | aws of the Philippines, at

| east sixty percent (60% of the capital of which is owed by
citizens of the Philippines;

(b) Assist in the devel opnment, recovery and expansi on of
Phi | i ppi ne overseas shipping capabl e of neeting the requirenents
of the expanding international trade of the Philippines;

(c) Provide assistance to Philippine shipping enterprises and
encourage the | ong-range vessel acquisition, devel opnent, noderni -
zation and expansi on through private investnents w thout direct
government financial assistance; and

(d) Create a healthy climte to attract private enterprises.
SEC. 3. Definitions. - As Lised in this Act:

(a) "Philippine overseas shipping" nmeans the transport of
goods and/ or passengers by a ship owned and operated under the
Phili ppine flag by a Philippine shipping enterprise, except when
the ship is operated solely between ports in the Philippines;

(b) "Philippine shipping enterprise" nmeans a citizen of the
Phi | i ppi nes or an association or corporation organi zed under the
| aws of the Philippines, at |east sixty percent (60% of the
capital of which is owned by citizens of the Philippines and
engaged exclusively in Philippine overseas shi pping;

(c) "MARINA" nmeans the Maritinme Industry Authority;

(d) "Monetary authority" means the Central Bank of the
Phi | i ppi nes and any ot her agency in charge of foreign exchange
controls; and

(e) "Regul ations" neans the rules and regul ati ons pronul gat ed
pursuant to Section 10 her eof

SEC. 4. Foreign Exchange Requirenents. - Foreign exchange
requi renents of Philippine shipping enterprises for the purchase
of oceangoi ng vessels for registration under the Philippine flag,
for repair or inprovenent of vessels, for inportation of engines,
spare parts, accessories, supplies, containers and for other
expenses required for the operation of vessels in foreign ports or
in the high seas, when recommended by the MARINA, shall be nade
available to the Philippine shipping enterprise subject to the
regul ati ons.

SEC. 5. Acquisition of Oceangoing Vessels. - Philippine
shi pping enterprises may |ikew se acquire oceangoi ng vessels for
Phi | i ppi ne overseas shippi ng upon approval by the MARI NA, subject
to the guidelines prescribed in the regulations: Provided, That:

(a) The funds utilized in the acquisition of the vessel are



financed from sources other than the Philippine banking system

(b) No guaranty of the nonetary authority or of any Philippine
government or private financial institution is granted or extended
for the purpose;

(c) The vessel serves as sole collateral for the financing of
the vessel and no other asset of the Philippine shipping
enterprise is pledged, nortgaged, or used as security in case of
defaul t;

(d) Al foreign exchange requirenments for the servicing of
the |l oan, the operation, maintenance and repair of the vessel, the
purchase of supplies and rel ated equi pnent shall be financed
solely from earnings derived fromthe operation of the vessel and
no forei gn exchange shall be nmade avail able by the nonetary
authority and the Philippine banking system for these purposes;

(e) Mortgage docunments and/or other financial agreenents shal
be filed with the nonetary authority and such other governnent
agencies in charge of such nortgage formalities; and

(f) Any excess foreign exchange earning shall be inwardly
remtted and surrendered to the Philippine banking system

SEC. 6. Exenption from Inport Duties and Taxes. - The
i mportation by a Philippine shipping enterprise of oceangoing
vessels for registration under the Philippine flag shall be exenpt
fromthe paynent of inport duties and taxes. The spare parts for
the repair and/or overhaul of vessels shall |ikew se be exenpt
fromthe paynent of inport duties and taxes: Provided, That such
items are destined or consigned either to:

(a) A Philippine dry-docking or repair facility, accredited by
the MARINA and registered as a custons-bonded war ehouse, which
wi |l undertake the necessary repairs and works on the vessel; and

(b) The vessel in which the itenms are to be installed:
Provi ded, That, if such items are found in |ocations other than
the two (2) aforenentioned ones or in places not authorized by
custons, the person or entity in possession of such itens shall be
subject to full duties and taxes, including surcharges and
penal ti es.

Local manufacturers or deal ers who sell nachinery, equipnent,
mat eri al s and spare parts to a Philippine shipping enterprise
shall be entitled to tax credits for the full amunt of inport
duties and taxes actually paid thereon, or on parts or conponents
t hereof , subject to the approval of the Secretary of Finance, upon
t he recomendati on of the MARI NA.

SEC. 7. Exenption from Income Tax. - A Philippine shipping
enterprise shall be exenpt from paynment of incone tax on incone
derived from Philippine overseas shipping for a period of ten (10)



years fromthe date of approval of this Act: Provided, That:

(a) The entire net inconme, after deducting not nore than ten
percent (10% thereof for distribution of profits or declaration
of dividends, which would otherw se be taxabl e under the
provisions of Title 11 of the National Internal Revenue Code, is
reinvested for the construction, purchase, or acquisition of
vessels and rel ated equi pnent and/or in the inprovenment or
noder ni zation of its vessels and rel ated equi pnent in accordance
with the regul ations; and

(b) The curul ative anpbunt so reinvested shall not be wi thdrawn
for a period of ten (10) vyears after the expiration of the
period of incone tax exenption or until the vessel or related
equi pnent so acqui red have been fully paid, whichever date cones
earlier.

Any armount not so invested or withdrawn prior to the
expiration of the period stipulated herein shall be subject to the
correspondi ng i ncone tax, including penalties, surcharges and
i nterests.

SEC. 8. Registration and Deletion of Vessels. - Al vessels
owned by Philippine shipping enterprises and availing of the
i ncentives under this Act shall be registered under the Philippine
flag. Said vessels can only be deleted fromthe Philippine
registry after the MARI NA has determ ned that:

(a) No other Philippine shipping enterprise is interested in
acquiring the vessel; or

(b) The vessel has to bc scrapped.

SEC. 9. Requisition of Vessels. - The President of the
Phili ppines may, in times of war and ot her national energency,
requi sition, absolutely or temporarily, for any naval or nilitary
purpose, any and all vessels of Philippine registry. The
Government shall pay the owner or operator of the vessel, based on
normal conditions at the tinme of requisition

(a) The fair market value, if the vessel is taken absol utely;
or

(b) The fair charter value, if the vessel is taken
tenporarily.

In case of disagreenent, such fair value shall be determ ned
by an arbitration committee conposed of:

(a) One (1) nmenmber to be appointed by the MARI NA;

(b) One (1) nmenber to be appointed by the owner or operator of
t he vessel; and



(c) One (1) nmenber to be appointed by the two (2) nmenmbcrs so
appoi nt ed.

The decision of the arbitration commttee shall be final and
bi ndi ng on both parties.

SEC. 10. Rules and Regul ations. - The MARINA, in consultation
with the nonetary authority and the Departnent of Finance, shal
jointly formulate and pronmul gate the rules and regul ati on
necessary for the inplenentation of this Act taking into
consideration the policies and programs of the Governnent for the
devel opnent of the Philippines overseas shi pping.

SEC. 11. Annual Report. - The MARINA, in coordination with the
nmonetary authority and the Departnment of Finance, shall subnit an
annual report to the President of the Philippines and the Congress
of the Philippines on the inplenmentation of this Act, which report
shal I incl ude:

(a) The anpunt of foreign exchange earned, acquired and spent
by Philippi ne shipping enterprises;

(b) The anpunt of incone tax and inport duties and taxes for
whi ch exenpti ons have been granted;

(c) The additional oceangoing vessels constructed, purchased
or acquired; the inprovenents nade thereon and the additiona
rel ated equi pnent procured; and

(d) Such other information as the MARINA may deem necessary or
the President of the Philippines nay require.

SEC. 12. Penal Provisions. - Violation of the provisions of
this Act or the rules and regul ations pronul gated to i nplenent the
same shall be punished by a fine of not nore than Ten thousand
pesos (P 10,000) or inprisonnent for not nore than five (5) years,
or both such fine and inprisonnent, at the discretion of the
court.

If the violation is commtted by an associ ation or
corporation, the penalties prescribed hereunder shall be inposed
on the president, the chief executive officer and the other
of ficials and enpl oyees responsible for the violation.

If the violation is commtted by a government official or
enpl oyee, he shall, in addition to the penalties prescribed
her eunder, be disnissed fromthe government service with all the
adm ni strative penalties accessory thereto.

SEC. 13. Repeating Clause. - Al |aws, executive orders,
regul ati ons, or parts thereof, inconsistent with the provisions of
this Act are hereby repeal ed, anended or nodified accordingly.

SEC. 14. Effectivity Clause. - This Act shall take effect



fifteen (15) days after its publication in at |east two (2)
newspapers of general circul ation.

Approved,
NEPTALI A. GONZALES RAMON V. M TRA
Presi dent of the Senate Speaker of the House

of Representatives

This Act which is a consolidation of House Bill No. 4251 and
Senate Bill No. 963 was finally passed by the House of
Representa-tives and the Senate on Decenber 12, 1991 and January
23, 1992, respectively.

ANACLETO D. BADOY, JR CAM LO L. SABIO
Secretary of the Senate Secretary Cenera
House of Representatives

Approved: May 05, 1992

CORAZON C. AQUI NO
Presi dent of the Philippines



