The Tariff Commission shall be the principal and independent authority on tariff, trade
remedy measures and competition policy to enhance industry competitiveness and pro-

mote consumer welfare.

/\/

The Tariff Commission, a key adviser to the executive and
legislative branches of government on tariff and related matters,
an independent adjudicatory body on trade remedy cases and an
advocate of a strong competition law and policy, remains commit-
ted to the pursuit of good and effective governance. In the conduct
of public hearings and consultations, we commit ourselves to bal-
ance with objectivity the interests of our stakeholders, including

consumers.

Where our competence in tariff commitments is required
in relation to international trade, we work harmoniously with

other agencies in promoting the national interest.

We endeavor to secure the best for our staff, to hone their
skills and develop to the fullest their potentials even as we instill in
them the values of honesty, dignity and the pride inherent in work-

ing for country and people.

The Tariff Commission discharges its duties and responsi-
bilities with utmost competence and efficiency as a model of excel-

lence and integrity in government service.
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His Excellency
BENIGNO SIMEON C. AQUINO llI
President of the Philippines

Malacafiang, Manila

Mr. President:

Pursuant to the provisions of Section 507 of the Tariff and Customs Code of the Philippines (Presidential Decree
No. 1464, as amended), | have the honor to submit herewith the Annual Report of the Tariff Commission for Calen-
dar Year 2010.

Very truly yours,

EDGA . ABON
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The Tariff Commission in 2010: An Overview

Calendar Year 2010 was another busy year for the Tariff Commission as it
continued to discharge its functions i1 supj|
cause of sustainable development which is an essential part of the new political and
economic order.

During the year, the Commission initiated and finished its line-by-line
comprehensive study and review of the Tariff and Customs Code.

Addressing the legitimate concerns of local industries, the Commission
conducted several public hearings and consultations under the Flexible Clause and
Anti-Dumping provisions of the Tariff and Customs Code, including Republic Act
8800 or the Safeguard Measures Act of 2000. Accordingly, the President signed a
number of Executive Orders (EOs) covering such sensitive commodities as cement,
cement clinker, milling wheat, crude oil, petroleum products, asphalt and various
iron and steel products. These EOs were issued to encourage domestic industries
not only to step up operations but also to expand and diversify according to the
demands of both local and foreign markets. Under the Safeguards Measures Act,
the Commission continued to assist distressed industries who have filed their
petitions with the Commission for safeguard measures against surges in
importation of competing products.

In the field of international trade, the Commission remained an active
participant in several meetings and dialogues under the auspices of the World
Trade Organization, Association of Southeast Asian Nations (ASEAN), the various
Free Trade Agreements (FTAs), the ASEAN Trade in Goods Agreement (ATIGA),
and the Philippines-Japan Economic Partnership Agreement (PJEPA). It was the
lead agency at the 2", 3" 4™ and 5" meetings of the Task Force on the ASEAN
Harmonized Tariff Nomenclature (AHTN) held in Malaysia, Laos, Vietham and
Singapore. At these meetings as in similar others, regional economic development
through integrated approach was pursued in dynamic fashion, resulting in benefits
to all member countries. Accordingly, several EOs aimed at intensifying relationship
with other ASEAN member countries were signed by the President. These EOs
covered the modification of the rates on, among others, refined coconut oil (ASEAN




-Korea FTA), rice (CEPT-AFTA and ATIGA) and certain other products covered by
ASEAN-Australia-New Zealand FTA. Likewise, the President signed EO 905 to
implement the tariff reduction schedule on motor vehicles and components, and
parts and accessories under PJEPA. Finally, the Commission chaired the ASEAN
Plus Working Group on Tariff Nomenclature (AP-WGTN) during its meetings in Bali
and Jakarta, Indonesia. The main objective of the AP-WGTN is to look into the
harmonization of the tariff nomenclatures of East Asia Summit and participating
countries.

As a staunch advocate of competition law and policy, the Commission is the
designated Philippine representative to the ASEAN Experts Group on Competition.
One of its activities during the year was to expound on the Philippine position
duringthe 6"East Asia Top Level Of ficial s6 Meel
Seoul, Republic of Korea.

The Commission also attended House and Senate committee hearings
where it extended technical assistance to legislators by way of comments/
recommendations concerning proposed bills involving tariff and trade matters.

Finally, two hundred and twenty-seven (227) commodity classification rulings
were issued during the year.

Chairman Edgardo B. Abon
answers some questions
from the media during the
6" Socialization Forum on
the ASEAN Handbook on
Competition Policy and Law
for Business, and the
ASEAN Guidelines on Com-
petition Policy, held in Edsa
Shangri-la Hotel, hosted by
the Philippines through the
Tariff Commission (12 No-
vember 2010).
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Commission Caseload, CY 2010
Cases Requests Re- | Total | Reports/ | Requests| Requests/
; Brought For- ceived/ Initi- Classifi- With- Rulings Out-
Sz ward From ated by Gov- cation drawn/ | standing (as
Previous Year ernment Rulings With- of Dec. 31,
Issued held 2010)
Section 401
Tariff Modification - 4 4 4 - -
Section 402
CEPT-AFTA i 1 1 1 , i
PJEPA ) 1 1 1 ) _
Section 1313-a
Tariff Classification 22 264 286 227 37 31
Section 301
Original - 1 1 1 - -
R.A. 8800
Original - 1 1 1 - -
Extension 1 - 1 1 - -
I.  SECTION 4017 MODIFICATION OF DUTY (FLEXIBLE CLAUSE)
Section 401 of the Tariff and Customs Code of the Philippines (TCCP)
empowers the Commission to conduct public hearings on individual requests and
motu proprio petitions for tariff modification.




Under this provision, the petitioner is required to accomplish Tariff
Commission Form No. 3 (Information for Tariff Adjustment) which is available at the
Commi ssi on. Aside from the Commi ssionods
of public hearings are likewise published in two (2) newspapers of general
circulation. During the hearing, concerned parties are given the opportunity to
make oral presentations and to present evidence in support of their positions. The
Commi ssiond6s investigative process also i
others, the ocular inspection of plant facilities, production process and the
verification of the accuracy and authenticity of information submitted in support of
the positions of the parties concerned.

The Commi ssionds report of findings an
the National Economic and Development Authority (NEDA) within thirty (30) days
after the termination of the public hearing. This is deliberated upon by the Tariff
and Related Matters (TRM) Technical and Cabinet Committees. Upon final
approval by the NEDA Board, the Commission prepares the necessary
implementing Executive Order (EO) for signature of the President.

For the period covered, the Commission conducted six (6) public hearings
covering various articles as shown below:

Action Taken By the

Public Hearings Conducted Commission /Statls

81 12 February 2010

Review of EO 262 i Modi |[RgpPprisgbmiftedt® NERA. me n c |
and Rates of Duty on Motor Vehicles Under Sec-
tion 104 of the Tariff and Customs Code of 1978
(Presidenti al Decr ee NOJ. 1464, as amende

Petition for reduction of the rates of duty on plastic | Report submitted to NEDA.
resins to zero percent (0%)

Comprehensive Tariff Review to set the tariff i
schedule for 2011-2015 on products falling under | R€port submitted to NEDA.
Chapters 1-97 of the TCCP

nv

|d
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Action Taken By the

Public Hearings Conducted Commission /Status

28 July 2010
Petition for tariff modification on:

Milling (food) Wheat (AHTN Codes 1001. 10.00;|Reports submitted to NEDA.
1001.90.19)

Cement and Cement clinker (AHTN Codes
2523.10.90; 2523.29.90; 2523.90.00)

The Commission chaired the Technical Committee on Tariff and Related
Matters - Technical Working Group (TCTRM-TWG) for the 2010 Comprehensive
Tariff Review. The members of the TWG are representatives from Department of
Trade and Industry, Department of Agriculture, Department of Environment and
Natural Resources, Department of Labor and Employment, Department of Finance,
Bureau of Customs, Board of Investments, Bureau of International Trade Relations,
Office of the President, Department of Transportation and Communications and
NEDA Secretariat. The TWG met from 6 October to 15 December 2010 to conduct
a line-by-line review to come up with the proposed five-year tariff program. The
TCTRM endorsed the draft program on 22 December 2010 and reconfirmed the
same on 18 March 2011 including the text of the draft EO.

During the year, the Commission drafted eight (8) EOs signed by the
President:

EO No. 898 (signed 22 June 2010)

*  Modifying the nomenclature and the rates of import duty on certain iron
and steel products under Section 104 of the Tariff and Customs Code of
1978 (Presidential Decree No. 1464), as amended.




EO No. 896 (signed 18 June 2010)

* Modifying the nomenclature and the rates of import duty on various
products under Section 104 of the Tariff and Customs Code of 1978
(Presidential Decree No. 1464), as amended.

EO No. 890 (signed 10 June 2010)

* Modifying the nomenclature and the rates of import duty on crude oil,
petroleum products and asphalt under Section 104 of the Tariff and
Customs Code of 1978 (Presidential Decree No. 1464), as amended.

EO No. 885 (signed 3 June 2010)

* Modifying the nomenclature and the rates of duty on imported
educational, technical, scientific and historical or cultural books under
Section 104 of the Tariff and Customs Code of 1978 (Presidential Decree
No. 1464), as amended.

EO No. 877 (signed 23 April 2010) and 877-A (signed 3 June 2010)
*  The Comprehensive Motor Vehicle Development Program.
EO No. 863 (signed 9 February 2010)

* Implementing the zero rate of import duty on milling (food) wheat under
Section 104 of Presidential Decree No. 1464, otherwise known as the
Tariff and Customs Code of 1978, as amended, as provided for under
Section 3 of Executive Order No. 818, series of 2009.

EO No. 862 (signed 19 February 2010)

* Implementing the zero rate of import duty on cement and cement clinker
under Section 104 of Presidential Decree No. 1464, otherwise known as
the Tariff and Customs Code of 1978, as amended, as provided for under
Section 3 of Executive Order No. 819, series of 2009.
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Frequency Distribution of 2010 MFN Ad Valorem:
Percentage Share

20% and
above 0%

(7%) (5%)

10%
(12%)

(7%)

Of the total 8,990 AHTN lines in 2010, sugar and rice were given the highest
tariff rates at 65% and 50%, respectively. A total of 150 sensitive agricultural
products were subject to in-quota rates at 30% to 50% and out-quota rates at 35%
to 65% (i.e., rice, sugar, coffee and coffee extracts, potatoes, certain live animals
and animal products, certain meat and edible meat offal). Rates of duty at 20% to
30% were generally levied on automobiles and parts, chemical wastes, made-up
textile articles, high value crops, in-quota agricultural products and other strategic
merchandise; 5% to 15% rates of duty were applied to locally manufactured
intermediate goods; and 3% and below rates of duty were levied on products
committed for tariff elimination under the WTO Information Technology Agreement
(ITA)/United Nations Education, Scientific and Cultural Organization Florence
Agreement, crude oil, petroleum products and asphalt, inputs to manufactured
goods and those products that are not locally produced.




Frequency Distribution of Tariff Rates: 2006 T 2010
No. of Tariff Lines
Tariff
Level (%) 2006 2007 2008 2009 2010*
0 481 483 344 348 440
1 2,428 2,581 2,129 2,140 2,141
3 2,732 2,690 2,220 2,216 2,184
5 740 719 604 602 596
7 1,050 1,045 889 888 839
10 1,375 1,352 1,078 1,107 1,105
15 1,440 1,489 1,040 1,071 1,071
20 307 353 171 193 193
25 4 4 4 4 4
30 569 591 217 242 242
35 28 28 23 23 23
40 120 120 125 125 125
45 4 4 5 5 5
50 27 27 18 18 18
65 4 4 4 4 4
TOTAL 11,309 11,490 8,871 8,986 8,990
*/ - As of E.O.s 885 issued on 03 June 2010
890 issued on 10 June 2010
896 issued on 30 June 2010
898 issued on 29 June 2010
In 2010, 60% of total tariff lines have applied rates between 0% and
5%. Tariff lines dutiable at 7% to 15% comprise 34% and about 7% have
tariffs of 20% and above.




Page 9 Annual Report 2010

Table 1. Average Nominal Tariffs, 2006 -2010 (in percent)

Year Agriculture | Mining | Manufacturing | Overall
2006 11.85 2.47 7.26 7.77
2007 11.82 2.47 7.32 7.82
2008 11.95 2.47 6.08 6.95
2009 11.94 2.28 6.53 7.34
2010 11.94 2.28 6.18 7.02

The average applied MFN tariff in 2010 declined by 4% from the 2009 level
(see Table 1). This is the result of the reduction in the MFN rates of certain
products in the manufacturing sector, i.e., EO 885 (issued on 3 June 2010) reduced
the rates of duty on educational, technical, scientific and historical or cultural books
from 5% and 10% to zero; EO 890 (issued on 10 June 2010) reduced the rates of
duty on crude oil, refined petroleum products and asphalt from 3% to zero; EO
896 (issued on 18 June 2010) reduced the rates of duty on mixed alkylbenzene and
alkylnapthalene from 3% to 1% and polyamide-6 resin from 10% to 1%; and EO
898 (issued on 22 June 2010) reduced the rates of duty on HRC/CRC products
from 7% to zero.

. SECTION 402 1 PROMOTION OF FOREIGN TRADE

In order to expand the foreign market for Philippine products, the
Commission is mandated to conduct public consultations with interested parties
before the Philippines (1) enters into any trade agreement with any foreign
government or instrumentality thereof; and (2) modifies import duties (including any
necessary change in classification) and other import restrictions, as are required or
appropriate to carry out and promote foreign trade.

Interested parties may petition the Commission for tariff modification under
Section 402 while submitting the required duly accomplished Tariff Commission
Form 4 (Request for Withdrawal/Suspension of Concessions).
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Concerned parties are invited to these consultations of which schedules and
product coverage are published in two (2) leading newspapers of general
circulation.

As in Section 401 hearings, the Commission affords each interested party
reasonable opportunity to express his views during the public consultation. In order
to verify the positions/evidences presented, plant visits are likewise conducted by
the Commission. Findings and recommendations are submitted to NEDA which
then schedules these for deliberation by the TRM Technical and Cabinet
Committees. Final approval is granted by the NEDA Board after which the
Commission prepares the draft implementing EO.

A. The Commission, during the year, held Section 402 public consultations
regarding:

Trade Forum/Subject Action Taken By the
Commission /Status

Common Effective Preferential Tariff (CEPT)
Scheme for the ASEAN Free Trade Area (AFTA)

12 April 2010

Request of the Philippines for the waiver of CEPT-

AFTA commitments on rice and sugar. Report submitted to NEDA.

Philippines 7 Japan Economic Partnership Agree-
ment (PJEPA)

19 May 2010

Consultation to implement the amended rate of
duty of certain motor vehicles and components,
parts and/or accessories of motor vehicles based
on agreement between the Government of the
Philippines and Government of Japan under the
PJEPA.

Report submitted to NEDA.
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INSERT PIC 2

Commissioner Edgardo R. Maralit (left) and Commissioner Marilou P. Mendoza (right)
during the public consultation to implement the amended rate of duty of certain motor
vehicles and components, parts and/or accessories of motor vehicles based on agree-
ment between the Government of the Philippines and Government of Japan under the
Philippines-Japan Economic Partnership Agreement (PJEPA) (19 May 2010).

B. For the period covered, the Commission drafted seven (7) EOs
signed by the President:

* EO No. 905 (signed 29 June 2010)

Modifying the rates of import duty on certain imported articles as
provided for under the Tariff and Customs Code of 1978, as
amended, in order to implement the amended tariff reduction
schedule on motor vehicles and components, parts and/or
accessories covered by Executive Order 767 Series of 2008 under
the Agreement between the Republic of the Philippines and Japan for
an Economic Partnership.




