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Republic Act No. 10708, otherwise known as ”The Tax Incentives Management and 

Transparency Act (TIMTA)”1 was a consolidation of House Bill No. 5831 and Senate Bill No. 
2669. It was ratified by the House of Representatives and the Senate on October 7, 2015 and 
signed by the President of the Republic of the Philippines on  December 9, 2015. 
 

This law promotes transparency and accountability in the grant and administration of tax 
incentives2 by the country’s Investment Promotion Agencies (IPAs)3 to optimize the            
incentives’ social benefits for the  country’s overall development.  

 
Section 4 of the law mandates the incentives’  recipient registered business entities to file with their respective 

IPAs a complete annual tax incentives report of their income-based tax incentives, value-added tax and duty     
exemptions, deductions, credits or exclusions from the tax base as provided in the charter of the IPA concerned, 
within thirty (30) days from the statutory deadline for filing of tax returns and payment of taxes. The IPAs shall also 

1 The principal authors in the Senate are  the Senate President, Franklin M. Drilon, the Senate Pro-Tempore Ralph G. Recto, and Senator Sonny Angara,   

Chairman of the Committee on Ways and Means.  
 

2 Tax incentives are given by Investment Promotion Agency (IPA) to qualified registered entity in the form of income tax holiday (ITH), and exemptions, 

deductions, credits or exclusions from the tax base. 
 

3 There are fourteen (14)  IPAs, namely: (1) Board of Investments (BOI), (2) Philippine Economic Zone Authority (PEZA), (3) Bases Conversion and 

Development Authority (BCDA), (4) Subic Bay Metropolitan Authority (SBMA), (5) Clark Development Corporation (CDA), (6) John Hay              

Management Corporation (JHMC), (7) Poro Point Management Corporation (PPMC), (8) Bataan Technopark, Inc. (BTPI), (9) Cagayan Economic Zone     

Authority (CEZA), (10) Zamboanga City Special Economic Zone Authority (ZCSEZA), (11) Phividec Industrial Authority (PIA), (12) Aurora Pacific 

Economic Zone and Freeport Authority (APECO), (13) Authority of the Freeport of Area of Bataan (AFAB), and  (14) Tourism Infrastructure and    

Enterprise Zone Authority (TIEZA).   

by 
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submit, within sixty (60) days from the end of the statu-
tory filing of the relevant tax returns, to the Bureau of  
Internal Revenue (BIR) their respective   annual tax 
incentives report.  

 
To faithfully implement the provisions of the law, 

Section 10 of RA No. 10708 specifically provides that 
the Secretaries of the Department of Finance (DOF) 
and the Department of Trade and Industry (DTI), in         
coordination with the Director-General of the National 
Economic and Development Authority (NEDA), the 
Commissioners of the Bureau of Internal Revenue 
(BIR) and the Bureau of Customs (BOC), and the 
heads of concerned IPAs, to promulgate the rules and           
regulations of this Act. 

 
Why TIMTA?   
 
 TIMTA is envisioned to pave the way for an       
efficient management system and transparency of tax 
incentives without limiting the powers of the different 
IPAs, as well as the incentives granted to investors. 
TIMTA  will also address the concerns of all the stake-
holders in the grant, accounting,  transparency, and 
administration of  tax incentives. 
 
 According to the DOF, “what we gain in             
investments, we lose substantially in terms of revenue 
foregone through preferential tax rates and exemptions 
particularly the Income Tax Holiday (ITH)”4. Moreover, 
the DOF report on “Estimates of Tax Expenditures 
Arising from Investment Tax Incentives and Benchmark 
Tax Incentives for 2011” indicates that the total amount 
of tax expenditures for investment incentives reached 
P144.4 billion. This amount is translated into:           
1.49 percent of 2011 Gross Domestic Product (GDP); 
9.26 percent of 2011 actual government spending; and 
10.61 percent of 2011 government revenues.5 
 
 However, the Board of Investments (BOI) data on 
investments indicate that benefits of incentivized big 
ticket investments in terms of employment, expanded 
income tax base, and foreign currency revenue from 
export, much more outweigh its disadvantage through 
foregone revenues. In a BOI study covering the        
period 1995-2012, it shows that ITH is a cost that                
correspondingly yields significant economic gains for 
the country.  In 2012 alone, while the total ITH claimed 
was valued at P32.9 billion, the economic returns 
translated into investments amounting to P858.6 billion, 
exports of P90 billion, tax payments of P21.9 billion, 
and employment generation of 149,878.6 
 
 In the Philippines, the effectiveness of tax           
incentives as a fiscal tool to promote economic and     

social objectives is yet to be determined.  The lack of 
empirical evidence that directly links incentives to     
intended benefits results in protracted debates on     
their true worth. Nonetheless, in terms of the            
incentives’ fiscal cost, there are numerous findings 
from local  and  international studies and literature that  
tax incentives cost a lot to the government. Professor 
Reside, in his 2004 study, found that the ITH incentive         
administered by the BOI itself, represents around one 
percent (1%) only of the country’s Gross Domestic 
Product (GDP).7 
 
 Therefore, this policy move truly addresses the 
concerns of stakeholders (the government, the        
business sector, and civil society), and the need for       
available and relevant data/information to conduct cost-
benefit analysis on the investment incentives to deter-
mine its overall impact on the country’s economic 
growth and development.8   

 
The cost-benefit analysis to be conducted by 

NEDA will determine whether the incentives granted to   
qualified registered business entities provided multiplier 
effect benefits to the country in terms of job generation, 
more investments, and additional tax revenue           
collections. 

 
TIMTA Reportorial Requirements 
 

R.A. No. 10708 also directs the concerned stake-
holder to file, submit, and maintain relevant data and           
information, to wit: 

 

 The DOF to maintain a single database for      

monitoring and analysis of tax incentives granted 
and submit to DBM the aggregate data on a        
sectoral and per industry basis of: (1) The amount 
of tax incentives availed by registered business 
entities; (2) the estimate claims of tax incentives; 
(3) the programmed tax incentives for the current 
year; and  (4) the projected tax incentives for the 
following year. 
 

 The NEDA to conduct a cost-benefit analysis on 

the investment incentives to determine its impact in 
the economy. 
 

 The BIR and the BOC to submit to DOF the tax 

and duty incentives of registered business entities 
as reflected in their income tax returns (ITR) and    
import entries; and actual tax and duty incentives 
as evaluated and determined by the BIR and the 
BOC. 

 

4  Senator Angara’s sponsorship speech of TIMTA in February 2015. 
5  Ibid. 
6  Ibid. 
7  Explanatory note of Senator Franklin Drilon on SN 469, entitled: “An Act Establishing a System for Tax Incentives Management and Transparency, and 

For Other Purposes”. 

8 There is no single government agency that has data/information on the incentives granted;  the revenue foregone in the grant of such income tax            

holiday and other incentives; the  taxes collected from business entities registered with different IPAs, among others.  
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“Customs misses collection goal by 15%. 2015 tax take also lower than previous year’s” 
 

“The amount of import duties and other taxes collected by the Bureau of          
Customs (BOC) in 2015 not only fell year-on-year but also settled below its goal on 
the back of lower crude oil prices. 
 

“In a statement, the BOC reported that its collections last year reached P366.9 
billion, down 0.6 percent from the P369.3-billion haul in 2014. 
 

“The country’s second-biggest tax-collection agency missed its full-year target of 
P436.5 billion as the actual tax take was 15-percent lower than programmed. 
 
“The BOC attributed the decline in collections to an overall decrease in the total value 

of   imports, without citing specific figures. 
 
“Especially for oil, the value and volume [of imports] were affected,” it explained. 
 
“As early as July, Customs Commissioner Alberto D. Lina already conceded that the 2015 collections goal 

could not be reached, but he was then optimistic that the full-year take could hit at least P390 billion.” (Philippine 
Daily Inquirer [PDI], January 12, 2016)                         

 
--- 
 

“FDI inflows up 1.4% in October” 
 

“The value of foreign-led investments in factories and other long-term,                     
job-generating projects in the country inched up by 1.4  percent year-on-year to $451  
million last October, the Bangko Sentral ng  Pilipinas (BSP) reported. 

 
“The BSP attributed the higher net inflows at the start of the fourth quarter of 2015 to “favorable investor        

sentiment on the back of the country’s strong macroeconomic   fundamentals.” 

 The IPAs to submit to NEDA a report on the       

aggregate tax incentives, based on the submission  
of the registered business entities (e.g. aggregate 
investment-related data, both on a sectoral or per 
industry bases.  IPAs are also required to submit to 
BIR annual tax incentives reports within sixty (60) 
days from the end of the statutory deadline for filing 
ITRs. 
 

 The registered business entities to file with their 

respective IPAs a complete annual tax incentives     
report of their income-based tax incentives,      
value-added tax and duty exemptions, deductions, 
credits or exclusions from the tax base as provided 
in the charter of the IPA concerned. 
 
Non-compliance with filing and reportorial           

requirement of this law shall be imposed with            

corresponding  penalties, to wit: 
 

(1) for registered business entities - a fine ranging from 
one hundred thousand pesos (P 100,000.00) for 
first violation to cancellation of the registration of 
the registered business entity; and  
 

(2) for government official or employee who fails      
without justifiable reason to provide or furnish the 
required tax incentives report required under R.A. 
No. 10708 this Act, a fine equivalent to the         
official’s or employee’s basic salary for a period of 
one (1) month to six (6) months or by a suspension         
from government service for not more than                   
one (1) year, or both, in addition to any criminal 
and administrative penalties. 
 

 

By: Mr. Clinton S. Martinez 
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“The net inflows across all FDI components in   
October helped exceed the $445 million posted in the 
same month of 2014. 

. 
“In October, net investments in debt instruments—

intercompany borrowing between foreign direct         
investors and their affiliates/subsidiaries in the       
country—jumped 71.1 percent year-on-year to $287 
million, the BSP said.” (PDI, January 12, 2016) 

 
--- 

 

“Debt-to-GDP ratio improves to 45.4%” 
 

“The share of debt to 
the country’s economy slid 
to 45.4 percent at the end 
of the first 11 months of 
last year  as the gross   
domestic  product (GDP) 
continued to grow faster 
than government liabilities, 
according to the Depart-

ment of Finance’s chief economist. 
 
“A combination of robust revenues and debt     

management measures led to the continuing drop in 
the debt-to-GDP ratio, an improvement from [the       
end-November 2014] ratio of 46.5 percent,” Finance 
Undersecretary Gil S. Beltran said in DOF’s economic    
bulletin. 

 
“Treasury data also showed that the national     

government’s outstanding debt rose by 4.1 percent 
year-on-year to P5.953 trillion as of  November, but the 
GDP was expected to have expanded at a faster rate 
during the fourth quarter. 

 
“The economy should have grown by at least 6.9 

percent during the October to December period to 
reach what economic managers earlier referred to as 
the “realistic” growth rate of 6 percent for 2015.” (PDI, 
January 12, 2016) 
 

--- 

 
“Direct foreign investments elusive” 
 

“President Aquino on 
Tuesday acknowledged   
that the Philippines lagged     
behind many of its      
Southeast Asian neighbors 
in terms of direct foreign 
investments but said this 
situation was improving with 
the entry of Japanese and 

other foreign banks in the country. 
 

“Gracing the opening of the Sumitomo Mitsui   
Banking Corp.’s first Manila branch at a Makati City 
hotel, the President said the country’s difficulties       
attracting foreign investors were “likely due to the     
unstable political and economic atmosphere prior to 
our administration.” 

 
“In his speech, the President said the good news 

was that the country has gained much more              
momentum in the past five years. Thanks, in large part, 
to partners like Sumitomo Mitsui and, indeed, the      
country of Japan.”  (PDI, 13 January 2016) 

 
--- 

 
“Treasury defers offshore bond sale.  Gov’t 
official cites volatility in global markets” 
 

“The government would    
delay the planned foreign bond 
sale in the first quarter amid     
volatility in global markets,        
National Treasurer Roberto B. 
Tan said. 

 
“These times are not the 

right time. It’s something we 
should monitor more closely, 
when we’re already prepared for a launch in the       
future,” Tan told reporters when asked about updates 
on the planned sovereign bond issuance. 

 
“Definitely, we will go to the market when we think 

the conditions are advantageous and conducive,” he 
added. 

 
“Last December, President Benigno Aquino III 

gave the go-ahead for a $2-billion offshore bond sale, 
although the Philippine government was still seeking 
approval from the US Securities and Exchange      
Commission (SEC) to push through with the           
transaction. Shelf registration will allow the sale of    
securities through a single prospectus for multiple,   
future offerings. 

 
“The Bureau of the Treasury plans to raise $750 

million in sovereign bonds for new money while the rest 
would be for liability management.”  (PDI, 13 January 
2016) 
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1. COMMISSIONER OF INTERNAL REVENUE (CIR), Petitioner, vs. MINDANAO II             
GEOTHERMAL PARTNERSHIP, Respondent, G.R. No. 189440; June 18, 2014. 
(VILLARAMA, JR., J.) 

 
Facts: 
 

Respondent filed with the BIR its Quarterly VAT Returns of taxable year 2002.  Mindanao declared zero-rated 
sales and input VAT on domestic purchases.  Subsequently, respondent filed a claim for refund or issuance of a 
tax credit certificate (TCC) of its unutilized input VAT.  Said amount was later on corrected (increased). 

 
Pending the resolution of the CTA Case 6909, BIR issued to Mindanao a TCC.  On June 4, 2008 the CTA     

1st Division rendered the assailed decision partially granting Mindanao’s claim. The CTA En Banc denied the    
Motion for Reconsideration (MR) on the ground that issues raised for the first time at the appellate level cannot be        
entertained by the reviewing courts. 
 
Issue: 
 

“[WHETHER] THE COURT OF TAX APPEALS EN BANC DECIDED A QUESTION OF  SUBSTANCE 
WHICH IS NOT IN ACCORD WITH THE LAW AND PREVAILING  JURISPRUDENCE.” 

 
Held: 
 
 Petition of the CIR is granted.  The SC said: 
 

“Notwithstanding the timely filing of the respondent’s administrative claim, we are constrained to order 
the dismissal of the respondent’s judicial claim for tax refund or tax credit for having been filed beyond the 
mandatory and jurisdictional periods provided in Section 112(C) of the NIRC.”   

By: Mr. Clinton S. Martinez 
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“x x x. 
 
“This law is clear, plain, and                    

unequivocal.  Following the well-settled Verba 
Legis doctrine, this law should be applied       
exactly as worded since it is clear, plain, and 
unequivocal.  As this law states, the taxpayer 
may, if he wishes, appeal the decision of the 
CIR to the CTA within 30 days from receipt of 
the CIR’s decision, or if the CIR does not act on 
the taxpayer’s claim within the 120-day period, 
the taxpayer may appeal to the CTA within 30 
days from the expiration of the 120-day period. 

 
 “In Commissioner of Internal Revenue v. 
Aichi Forging Company of Asia, Inc., this Court 
clarified the mandatory and jurisdictional nature 
of the 120+30 day period provided under Sec-
tion 112(C) of the NIRC.  We clarified that the 
two-year prescriptive period under Section 112
(A) of the NIRC refers only to the filing of an 
administrative claim with the BIR. Meanwhile, 
the judicial claim under Section 112(C) of the 
NIRC must be filed within a mandatory and   
jurisdictional period of 30 days from the date of 
receipt of the decision denying the claim, or 
within 30 days from the expiration of the 120-
day period for deciding the claim.”  

 
--- 

 

2. TAGANITO MINING CORPORATION,        
Petitioner, vs. COMMISSIONER OF           
INTERNAL REVENUE (CIR), Respon-
dent, G.R. No. 197591; June 18, 2014.  
(PERLAS-BERNABE, J.)   

 
Facts:   
 

“On December 28, 2005, Taganito filed   
before the Bureau of Internal Revenue (BIR) an 
administrative claim for the refund of input VAT 
paid on its domestic purchases of taxable 
goods and services and importation of goods in 
the amount of P1,885,140.22 covering the    
period January 1, 2004 to December 31, 2004, 
in accordance with Section 112, subsections 
(A) and (B) of the National Internal Revenue 
Code (NIRC). Thereafter, or on March 31, 
2006,    fearing that the period for filing a       
judicial claim for refund was about to expire, 
Taganito  proceeded to file a petition for review 
before the CTA Division, docketed as C.T.A. 
Case No. 7428.” 

 
The CTA Division found that Taganito’s claim was 

filed within the periods provided in the Tax Code.  It 
partially granted petitioner’s prayer for refund. 

 
The CTA En Banc reversed and set aside the     

Decision of the CTA Division.  The entire amount of 
refund of Taganito was denied.  “Explaining that the 
observance of the 120-day period provided under    
Section 112(D) of the NIRC is mandatory and jurisdic-
tional to the filing of a judicial claim for refund pursuant 
to the case of CIR v. Aichi Forging Company of Asia, 
Inc. (Aichi), it held that Taganito’s filing of a judicial 
claim was premature, and, thus, the CTA Division had 
yet to acquire jurisdiction over the same.”   
 
Issue: 
 

“The issues for the Court’s resolution are 
as follows: (a) whether or not the CTA En Banc 
correctly dismissed Taganito’s judicial claim for 
refund of excess input VAT; and (b) whether or 
not Taganito should be entitled to its claim for 
refund in the total amount of P1,885,140.22.”   

 
Held: 

 
The SC said the action is partly meritorious. 

 
The Court pointed out: 

 
“The first provision that allowed the refund 

or credit of unutilized excess input VAT is found 
in Executive Order No. 273, series of 1987, the 
original VAT Law. Since then, this provision 
was amended numerous times, by Republic Act 
No. (RA) 7716, RA 8424, and, lastly, by RA 
9337 which took effect on July 1, 2005. Since 
Taganito’s claim for refund covered periods 
before the effectivity of RA 9337, Section 112 of 
the NIRC, as amended by RA 8424, should 
apply.” 

 
 “x x x. 
 

“As correctly pointed out by the CTA En 
Banc, the Court, in the 2010 Aichi case, ruled 
that the observance of the 120-day period is a 
mandatory and jurisdictional requisite to the 
filing of a judicial claim for refund before the 
CTA. Consequently, non-observance thereof 
would lead to the dismissal of the judicial claim 
due to the CTA’s lack of jurisdiction. The Court, 
in the same case, also clarified that the two (2)-
year prescriptive period applies only to adminis-
trative claims and not to judicial claims.” 

 
“x x x. 
 
“In the recent case of CIR v. San Roque 

Power Corporation (San Roque), the Court, 
however, recognized an exception to the     
mandatory and jurisdictional treatment of the 
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120-day period as pronounced in Aichi. In San 
Roque, the Court ruled that BIR Ruling No.    
DA-489-03 dated December 10, 2003 – 
wherein the BIR stated that the “taxpayer-
claimant need not wait for the lapse of the 120-
day period   before it could seek judicial relief 
with the CTA by way of Petition for Review” – 
provided taxpayers-claimants the opportunity to 
raise a valid claim for equitable estoppel under 
Section 246 of the NIRC, viz.: 

 
“There is no dispute that the 120-day      

period is mandatory and jurisdictional, and that 
the CTA does not acquire jurisdiction over a 
judicial claim that is filed before the expiration 
of the 120-day period. There are, however, two 
exceptions to this rule.  The first exception is if 
the Commissioner, through a specific ruling, 
misleads a particular taxpayer to prematurely 

file a judicial claim with the CTA.  Such specific 
ruling is applicable only to such particular      
taxpayer.  The second exception is where 
the Commissioner, through a general       
interpretative rule issued under Section 4 of 
the Tax Code, misleads all taxpayers into 
filing prematurely judicial claims with the 
CTA. In these cases, the Commissioner    
cannot be allowed to later on question the 
CTA’s assumption of jurisdiction over such 
claim since equitable estoppel has set in as 
expressly authorized under Section 246 of 
the Tax Code.” 

 
 

 

 

 

 
 

 

At Astoria Plaza, J. Escriva Drive, Ortigas Business District, Pasig City, Metro Manila 
January 20 & 21, 2016 
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