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	Legislative Executive Development Advisory Council

	

	Highlights Of The 97th LEDAC Meeting
Presiding Officer

With Her Excellency, President Gloria Macapagal-Arroyo presiding, the 97th LEDAC meeting was called to order at 10:00 a.m.on August 10, 2004 at the State Dining Room, Malacañan Palace.

Attendance
The following government officials attended the meeting:

A. Executive
1. Her Excellency, President GLORIA MACAPAGAL ARROYO
2. Vice President NOLI L. DE CASTRO
3. Executive Secretary ALBERTO G. ROMULO (OES)
4. Secretary EMILIA T. BONCODIN (DBM)
5. Secretary ROMULO L. NERI (NEDA)
6. Secretary JUANITA D. AMATONG (DOF)
7. Secretary EDUARDO R. ERMITA (DND)
8. Secretary CESAR V. PURISIMA (DTI)
9. Secretary GABRIEL S. CLAUDIO (PLLO)
10.  Secretary ANGELO A. REYES (DILG)
B. Senate
11. Senate President FRANKLIN M. DRILON
12. Senate President Pro-Tempore JUAN M. FLAVIER
13. Senate Minority Floor Leader AQUILINO Q. PIMENTEL JR.
14. Senate Majority Floor Leader FRANCIS N. PANGILINAN
15. Senator MANUEL A. ROXAS II
16. Senator RALPH G. RECTO
C. House of Representatives
17. House Speaker JOSE C. DE VENECIA JR.
18. Deputy Speaker EMILIO R. ESPINOSA JR.
19. Deputy Speaker RAUL DEL MAR
20. Deputy Speaker BENIGNO C. AQUINO III
21. Majority Floor Leader PROSPERO C. NOGRALES
22. Rep. AGAPITO AQUINO
23. Rep. JOEY S. SALCEDA
24. Rep. JESLI A. LAPUS
25. Rep. HERMINIO G. TEVES
26. Rep. ROLANDO G. ANDAYA, JR.
27. Rep. EXEQUIEL B. JAVIER
28. Rep. JAIME C. LOPEZ
29. Rep. JUNIE E. CUA
30. Rep. ERIC D. SINGSON
31. Rep. SIMEON L. KINTANAR
32. Rep. WILHELMINO M. SY-ALVARADO
33. Rep. DANILO E. SUAREZ
34. Rep. BENASING O. MACARAMBON, JR.
35. Rep. HERMELANDO I. MANDANAS

D. LGU Representative

36. Gov. ERICO B. AUMENTADO (League of Provinces)

E. Other Executive Officials
37. Secretary MANUEL DAYRIT (DOH)
38. Secretary RIGOBERTO D. TIGLAO (Chief-of-Staff)
39. Secretary IGNACIO R. BUNYE (Pres. Spokesman)
40. Secretary. RICARDO L. SALUDO (PMS)
41. Deputy Governor AMANDO M. TETANGCO (BSP)
42. Mr. CESAR EA. VIRATA (BAP)
43. Mr. DONALD G. DEE (PCCI)
44. Usec CATHERINE H. BELLO (PLLO)
45. Asec BERNARDINO E. SAYO (PLLO)
46. ADG MARGARITA R. SONGCO (NEDA)
47. Atty. JESSE H.T. ANDRES (OVP)
48. Atty. RAUL M. LUNA (OVP)
49. Atty. ROBERT JURADO (OVP)
50. Col. INOCENCIO SILBOL (OVP)
51. Capt. JOES MACAPILI (DND)
52. Ms. ELSA AGUSTIN (DOF)
53. Ms. GREGORIA EVANGELIO    (DOF)

F. Invited Legislative Officials
54. Director-General SUSAN T. BULAN (SEPO)
55. Director-General RODOLFO V. VICERRA (CPBD)
56. Director RONALD R. GOLDING (SEPO)
57. Director NOVEL V. BANGSAL (Office of the Speaker)
58. Atty. REGINA EVANGELISTA (OSP)
59. Mr. PAUL TORRES (OSP)
60. Mr. EDUARDO GARVIDA (Senate)
61. Atty. OLIVER SAN ANTONIO (Office of Sen. Pangilinan)
62. Ms. PILAR DULAY (Office of Sen. Pangilinan)
63. Mr. JONATHAN MALAYA (Office of Sen. Roxas)
64. Mr. RAY AN MARTY (Office of Sen. Roxas)
65. Ms. JEAN ENCINAS-FRANCO (SEPO-Senate)
66. Dr. ROMULO EM. MIRAL, JR. (CPBD)
67. Ms. DINA DJ. PASAGUI (CPBD)

G. NEDA/LEDAC Secretariat

68. Director VICTORIA V. QUIMBO
69. Director VIRGILIO V. SALENTES
70. Ms. ROSEMARIE O. AGUILAR
71. Mr. OSCAR I. MIA
72. Mr. AUREO P. CASTRO
73. Mr. RICARDO R. SUNICO
74. Ms. MARIROSE J. GINEZ
75. Ms. MYRNA N. CACPAL
76. Ms. ELVIRA L. CUSTODIO
77. Mr. BYRON BICENIO
78. Mr. LEODY BARCELON

H. Presidential Legislative Liaison Office (PLLO)

79. Ms. IRENE AFORTUNADO
80. Mr. REY B. ZARATE

I. Presidential Management Staff (PMS)

81. Mr. ANTONIO AVENDAÑO
82. Mr. ARNEL R. REOLA
83. Mr. REY B. MIRA
84. Mr. JAIME BONDAL
85. Mr. PETER CARREON
86. Mr. REGINALD H. VILLAVERDE

Agenda
The meeting had the following agenda:

             Agenda Item                                                      Presented By
I. FOR APPROVAL/ADOPTION

The Minutes of the 3 August 2004 LEDAC Meeting

II. FOR DISCUSSION 

The Economic Growth & Job Creation Program    Sec. Romulo L. Neri
                                                                                 NEDA Dir-General

                                                                                 Sec. Juanita Amatong
                                                                                 Secretary of Finance           

III. OTHER MATTERS

1.0  Call To Order
1.1 The President called the 97th LEDAC meeting to order at 10:00 a.m. Governor Erico B. Aumentado led the opening prayer. 

2.0 Approval/Adotion Of TheMinutes Of The 96th LEDAC Meeting
2.1 The President invited the members of the Council to review and approve adoption the minutes of the 96th LEDAC Meeting. Majority Floor Leader Prospero Nograles moved for the approval and adoption of the minutes of the 96th LEDAC meeting. There being no objections, the minutes were approved.

3.0 The Economic Growth & Job Creation Program 
3.1 The President called on Secretary Neri to present the government’s economic growth and job creation program.

The National Development Agenda

3.2 Secretary Neri presented the tasks that need to be done in the next six years of the administration as follows:

The Basic Tasks:

1. To create ten (10) million jobs
2. Triple the loans to self-employed and small business owners
3. Build 3,000 new classrooms a year, grant a college scholarship to every qualified poor family, and put a computer in every school

The President commented that the 3, 000 new classrooms is an attainable figure and that it should be 6, 000 classrooms and 3, 000 school buildings.

4. Bring electricity to 1,500 barangays and reduce the cost to become the lowest in the region.

 The President corrected the figures from 1,500 barangays to 45,000 barangays.

5. Bring clean water to all 45,000 barangays

The President emphasized that clean water should be provided to ALL towns and Metro Manila barangays.

6. Reduce by half the price of commonly used medicines

3.3  Secretary Neri stressed that in carrying out these tasks, the government must do so with fiscal discipline, increase revenue collection, clamp down tax cheats, cut waste, fraud and abuse in our government.

He also said that we must fight for self-sufficiency in rice production, fight for new roads, bridges, highways to link our nation, more property and legal rights for our people.

3.4 Targets were set to achieve the 10-point agenda of the government.

1. Create 10 million new jobs in six years
2. Increase growth to a sustainable 7% or more up to 2010.
3. Bring poverty incidence from 34% to 17%
4. Increase investment rate from 19% of GDP to 28% of GDP in two years.
5. Increase exports from $38 billion to $50 billion in two years
6. Develop 2 million hectares of agri-business land.
7. Develop and support 2 million entrepreneurs

3.5 To balance the budget, the government must address: (1) NAPOCOR issues by privatization of transmission and generating plants at competitive prices and to support this, Congress must pass the TRANSCO franchise bill and ERC must formulate a pricing policy and regulatory environment that make returns and risks manageable for investors; (2) issue of access to MERALCO’s distribution lines by ensuring security of long term power sale for Gencos, promote greater competition and effect more efficient power mix among Gencos.

3.6 On the infrastructure to connect the country, Secretary Neri said that poor quality of infrastructure has been perennially cited as the main problem in RP’s global competitiveness and mentioned that Philippine infrastructure and capital outlay performance vis-à-vis other Asian countries is the lowest for the period 1998-2003, averaging mere 3.3% of GDP. To address this problem, the government proposes to increase spending on public infrastructure by an incremental P 100B and this will be financed by finding creative and less conventional ways such as project-based financing and by creating an infrastructure corporation out of the National Development Corporation (NDC).

3.7 To strengthen and sustain the country’s global competitiveness and exports to create 10 million jobs, the government will focus on five strategic measures:

1. Make food plentiful at reasonable prices to make labor cost globally competitive
2. Reduce cost of electricity to make cost of running machines and manufacturing processes regionally competitive
3. Modernize physical infrastructure and logistics system at least cost to ensure efficient movement of goods and people
4, Mobilize and disseminate knowledge to upgrade technologies and increase productivity
5. Reduce red tape in all government agencies to reduce transaction costs.

3.8 Microeconomic thrusts to create jobs focused on (1) Developing where 2 million hectares of agricultural land for agribusiness and reducing the cost of rice, corn, sugar and other wage goods through greater productivity and efficient transport/logistics; (2) Encouraging responsible mining projects that are environmentally sustainable by reducing the time to get exploration and mining permits and by quickly resolving Indigenous People’s Rights (IPRA) issues; (3) Housing and Construction where there is a huge housing backlog and has the potential to employ a million more workers for the next ten years; (4) Greater efficiency through distribution access and Genco competition; (5) liberalizing airline policy to boost tourism; (6) Increasing shipping competition and demonopolizing ports; (7) Reducing high cost of pharmaceuticals and address policies that keep process of medicines high; (8) Taking advantage of the Voice over internet Protocol (VOIP) to reduce long distance calls which will immensely benefit OFWs and their families; (10) providing credit, technology and marketing support for SMEs.

3.9 To further create jobs and increase productivity, Secretary Neri enumerated the following thrusts: disseminate knowledge/technology to rural poor; increase budgetary support to R&D and field extension work; strengthen PCARRD Model, Philrice and other provincial extension models; promote extensively mariculture activities with mangroves and fish sanctuaries; LBP, DBP financing for SUC demonstration projects; and free patent search for dissemination to SMEs.

The President added to the thrusts the ladderized interphase between Vocational-Technical and Tertiary Education.

3.10 Job creation thrusts focused on the following;

High Skill: Software, Business Process Outsourcing (BPO)
                 Fashion Garments, Jewelry, Medical Services

Medium Skill :  Tourism, Hotels and Restaurants, Entertainment, Mining, Agribusiness, Mariculture

Low Skill : Construction, SMEs, Microcredit

3.11 The efficiency of public spending on infrastructure can be ensured by operationalizing the Medium Term Public investment program (MTPIP); continuing to strengthen NEDA ICC process; completing the Nautical Highway and the RORO System to transport the produce of Mindanao to Visayas and Luzon; encouraging and financing local government units (LGUs) to build their own infrastructure rather than National Government Agencies; aligning budgetary appropriations, including PDAF to the 10-point program; fully implementing EO 278 to ensure fair participation of local contractors and consultants; encouraging bids for design to ensure the most cost-efficient project design and avoid overpricing of projects; addressing critical infrastructure bottlenecks; setting quality / price standards for DPWH; and fully widening the use of e-procurement and outside observers in the bidding process.

3.12 Recognizing that Philippine poverty is basically rural poverty with 73% of the country’s poor residing in rural areas at a level of 48.8% as against urban poverty level of 18.6%, the following anti-poverty measures were also presented by Secretary Neri.: 

1. Six (6) pledges for the poor include: 6 million jobs, clean water, power for the entire country, close the classroom gap, low cost medicine and micro, small, and medium enterprises/livelihood credit; 
2. Diversification of agriculture and off-season livelihood (supported by extension services) micro-lending and KALAHI-CIDSS measures;
3. Pursue passage of Land for Loan Collateral Bill;
4. Food support for learning program to ease school drop-out rates in poor communities;
5. Emphasis on maternal and child and woman’s health, family planning and nutrition;
6. Affirmative action for Muslim Mindanao and conflict-affected areas;
7. Indexation of health and education budgets to the growth of national economy.

On managing natural resources and environment/spatial planning to create more jobs, development plans should consider the archipelagic economy and its fragile 

Island ecosystem; maximize physical planning as a development tool; develop maritime basins and major as transport or trading areas; extensively implement mangrove replanting and fish sanctuaries; and reforestation to be rationalized/prioritized in watersheds and areas to preserve rivers and other fresh water systems.

To decongest Metro Manila, four measures were given: (1) developing new centers of government, business and housing in each of Luzon, Visayas and Mindanao; (2) focusing on beginning the construction of the commuter links between Metro Manila North to Clark (e.g. Northrail) and South to Batangas Port (e.g. complete the toll road all the way to Batangas Port) which will make housing projects outside Metro Manila where land is cheaper and the lifestyle more conducive to family, viable; (3) completing the MRT final linkage with LRT; (4) for the MMDA, DPWH and PAGCOR to review the infrastructure program  to ensure that the program makes sense and will produce visible results quickly.

3.13 Lastly, Secretary Neri also gave specific projects for investors for wealth creation.  They are the following: 

1. Develop Subic/Clark by making the Diosdado Macapagal International Airport as the best service and logistics center in the region.
2. Link Northern Luzon to the Taiwan-southern China-Hong Kong Growth Triangle
3. Develop the SLEX/STAR Expressway as an industrial belt south of Metro Manila
4. Develop San Fernando Airport and Aparri Port as gateways to Northern Luzon
5. Develop Panglao Airport, northern Palawan Airport and Iloilo Airport as tourism gateways to Central Philippines
6. Enhance the followjng tourism complexes: Metro Manila, Cebu-Bohol-Siargao, Northern Palawan, Boracay, Clark-Subic, Cordillera, Ilocos, Davao
7. Tap more geo-thermal springs since geo-thermal energy has lower cost than coal and considering that oil prices have gone up.
8. Encourage growth of national ship-building industry
9. Natural Resources Mining Development Corporation (NRMDC) to develop Diwalwal and other mining sites
10. Develop Poro Point and Lingayen Gulf as export outlet to Southern China
11. Complete the Southrail complex all the way to Bicol and build dormitory suburbs linked to railroad hubs.

4.0 Economic  Policy Imperatives
4.1 Sec. Amatong presentation had three (3) major sub-headings:

a. Sustaining Macroeconomic Stability
b. Restructuring the Financial Sector
c. Increasing Investments, Employment and Exports

Sustaining Macroeconomic Stability

4.2 Sec. Amatong reviewed the country’s major economic indicators:

· GDP real growth in 2003 was 4.7%  and 6.4% for the first quarter (Q1) of 2004;

· National savings to GDP rate was 20.6% in 2003 and 23.4% in Q1 2004;

· Investment to GDP rate was 16.6% in 2003 and 20.5% in Q1 2004;

· Exports grew by 4.4% in 2003 and 10% in Q1 2004 against import growth of 10.2% in 2003 and 4.9% in Q1 2004;

· Inflation was 3.1% in 2003 and 4.1% first semester 2004;

· Unemployment rate was 11.4% in 2003 and 11% in Q1 of 2004;

· National Government (NG) deficit to GDP was 4.7% in 2003 and expected to be contained at PhP 197.8 billion or 4.2% of GDP by end of 2004;
· Consolidated Public Sector Debt (CPSD) was 5.6% of GDP in 2003 and expected to rise to 6.7% of GDP by end of 2004; and
· NG debt was 74.4% of GDP in 2003 and Public Sector Debt reached 135.6% of GDP in 2003.
4.3 Sec. Amatong discussed the country’s economic performance with other Asian countries:

· Real GDP Growth for 2003 – The Philippines was 5th out of 8 selected countries with China having a 9.1% growth rate while Vietnam grew by 7.1%. Singapore had the lowest level at1.1% and Indonesia had 4.1%.

· Investments to GDP ratio – The Philippines was 6th out of 6 selected countries. Vietnam had the best performance at a 30% ratio while Singapore had a 25.73% figure. The Philippines had a 19.24% ratio.

· 2003 Inflation Rate – The Philippines was 4th among 7 Asian countries. The best performer was Singapore with 0.5% Inflation rate. Malaysia and Thailand were next with 1.1% and 1.8% inflation rates, respectively. The Philippines had a 3.1 % rate while Indonesia was the highest at 6.8%.

· 2003 Unemployment rate – The country was 6th out of 6 countries with an 11.4% unemployment rate. The best performer was Thailand with a 2.19 % rate followed by Korea and Malaysia with a 3.4% and 3.6% rates respectively. 

· The President noted that the local rate maybe overstated due differences in the definition of unemployment. The accepted definition of unemployment is limited to people looking for work while the Philippines does not use this definition.

· NG deficit to GDP ratio - The Philippines was 6th out of 8 countries with a –4.6 ratio. The best performers were Singapore and Thailand with 6.4% and 0.6% respectively due to their budget surpluses. The Philippines was ahead  of Vietnam with a 4.8% ratio and Malaysia with a –5.3% ratio.

· NG Revenue to GDP ratio - The Philippines was 8th out of 8 countries with a 14.1% ratio. Malaysia and Vietnam were the joint best performers at 22.7% .  South Korea and Singapore were next with 20.9% and 20.6% respectively.

· 2002 Tax Effort –  The Philippines was the poorest performer among five (5) ASEAN economies. The best performer was Malaysia at 18.5% and followed by Vietnam and Indonesia, both with 17.4% tax effort rates. Thailand and the Philippines followed with 14.5% and 12.5% tax efforts, respectively. 

· 2002 NG Expenditures to GDP Ratio – The Philippines 5th out of 8 Asian economies. Malaysia had the highest level at 28.7% followed by South Korea and China with 22.8% and 21.5% ratios. The Philippines had a 19.5% ratio followed by Indonesia at 19.4% and Thailand at 18.2%. 

· 2002 Capital Expenditures to Total Government Expenditures – The Philippines had the lowest capital expenditures among six (6) Asian economies. Indonesia had the highest level of expenditures at 41% while Malaysia had a 35% level. Korea, Thailand and China each had 20% and the Philippines had a 9% level.

4.4 Sec. Amatong focused the discussions on the country’s fiscal situation indicators:

· NG Deficit to GDP Ratios

· Revenues to GDP vs. Tax Effort

· NG Expenditures to GDP

· National Government Expenditure Profile

4.5 She enumerated the following policy objectives required to maintain macroeconomic stability:

· NG fiscal consolidation in six (6) years;

· Reduce CPSD to GDP  to 3% in six (6) years

· Reduce the Public Sector Debt to 90% in six (6) years.

4.6 She Identified the following eight (8) legislative measures needed to reduce the fiscal deficit:

1. Gross Income Tax for corporations and self-employed persons;
2. Indexation of the excise taxes on sin products;
3. Increase the excise taxes on petroleum products;
4. Rationalize fiscal incentives
5. General Tax Amnesty with submission of Statement of Assets and Liabilities (SAL);
6. Lateral Attrition System;
7. Franchise Tax on Telecommunications to replace the value-added tax (VAT)
8. Two-step increase in the VAT rate.

4.7 Sec. Amatong identified the following policy and legislative measures to support the government’s expenditure reduction priorities:

· Push for the enactment of the Fiscal Responsibility Bill, i.e. “no new expenditure without new revenue measure”;

· Push for the enactment of an Omnibus Re-engineering Law;

· Rationalize existing pension/retirement schemes of all uniformed personnel and veterans;

· Remove automatic guarantee provisions in certain government owned and operated corporations (GOCCs);

· Upward adjustment of fees and charges;

· Improve enforcement mechanisms of revenue generating agencies to increase collection efficiency; and

· Issue an EO to jumpstart reorganization process in the national government agencies and GOCCs. 

· Issue an EO on integrated control and supervision of GOCCs

· Fully implement the devolution of LGU Code 

· Increase social safety net programs within the budget

· Rationalize GOCCs with negative retained earnings and limit NG exposure

· Implement a debt reduction plan

1. Bond exchange to lengthen debt maturity

2. Make more use of official development assistance (ODA) than commercial borrowings

3. Limit guarantees to GOCCs

Restructuring And Reforming The Financial Sector 
4.8 Sec. Amatong explained to the Council that the the financial system remains an important intermediation channel however unless critical reforms are undertaken to improve its efficiency and competitiveness, investment would continue to be weak
4.9 She enumerated the following problems with our financial institutions:

· Inadequate legal and regulatory framework for bank and non-bank supervision

· High level of non-performing loans (NPLs)

· Poor corporate governance and lack of market discipline

· Main pension providers, SSS and GSIS, are in poor financial health resulting in growing funding gaps and deficits and declining surpluses which may translate to NG bailout

· Underdeveloped capital market.

4.10 She identified the following policy objectives needed to make the financial sector a better engine for growth and development:
· Broaden and deepen the financial system

· Develop the domestic capital market

· Strengthen the supervisory and regulatory powers of the financial regulatory agencies

· Create an environment of transparency and accountability in accordance with international standards.

4.11 Action Plan

Proposed Legislative Measures
· Amend BSP Charter to strengthen its supervisory capacity
· Amend the Corporation Code to include stronger provision on governance
· Establish a Central Credit Information Bureau and domestic credit rating agencies
· Enactment of the Corporate Recovery Bill, Pre-Need Code, Personal Equity Retirement Account, Lending Investors Bill, Revised Investment Company Bill
Administrative Measures
· Allow SSS to increase members’ contribution to narrow funding gap
· De-politicize appointments to the Boards of SSS and GSIS 
· Diversify and professionalize the management of pension funds
· Have BSP and PDIC compel banks to clean up their balance sheets and increase their equity base
· Push for fresh listings in the Philippine Stock Exchange 
· Strengthen the credit cooperative sector through regulation and supervision 
Increasing Exports, Investments And Employment
4.12 Sec. Purisima made the presentation. He presented the current situation for the sector:
· Stiff global competition affecting our exports

· Insignificant increase in FDI inflows from US$1.43 B in 2002 to US$1.49 B in 2003

· High cost of doing business

· Limited government funding for infrastructure projects reducing global competitiveness 

4.13 He proposed the following policy objectives 

· Promote investments in infrastructure 

· Promote investments and exports

· Promote entrepreneurship and SME development

4.14 Likewise, he presented the following administrative to achieve the above objectives:       

· Create the Philippine Infrastructure Corporation (PIC) as a subsidiary of National Development Corporation (NDC)

· Amend IRR of the BOT Law to promote wider private sector participation

· Draw up a more competitive incentives package with focus on priority areas: Infrastructure, Information Technology, Automotive, Electronics, Mining, Health Care, Tourism and Housing 

· Revitalize the mining industry

· Declare Subic and Clark as logistics hubs

· Declare Southern Mindanao as a Halal food production area

· Declare Palawan as an eco-tourism zone 

· Conclude JPEPA, ASEAN PIP, ASEAN-China

· Promote trade agreements by maximizing exports and investment opportunities offered by trade agreements 

· Empower existing SMEs to generate additional employment through increased lending and promotion of Big Brother-Small Brother program

· Tap returning overseas Filipino workers (OFWs) as sources of capital

· Continue Product Development

4.15 Sec. Amatong concluded her presentation with an enumeration of the relevant bills filed in Congress:

A. Revenue Measures

1. On Shift to Gross Income Taxation

· House Bill No. 1470  (Introduced by Cong. Eric D. Singson)
· Proposes a 15% tax on gross income of corporations and self-employed Individuals

2.  2. On Rationalization of Fiscal Incentives  

1. House Bill No.122  (Introduced by Cong. Joey Salceda
2. House Bill No. 271 (Introduced by Speaker Jose de Venecia)
3. On General Tax Amnesty
House Bill No. 552 (Introduced by Cong. Danilo Suarez)
· Mandates all taxpayers to file a Statement of Assets, Liabilities and Net worth as of December 31, 2003 and grants a tax amnesty on all unpaid internal revenue taxes
4. On Sin Taxes
House Bill No. 1558  (Introduced by Cong. Danilo E. Suarez)
· Adopts ad valorem excise tax system on fermented liquor and cigarettes
· Increases the specific excise taxes on wines and another  20% increase after 3 years
House Bill No. 1591 (Introduced by Cong. Eric D. Singson)
· Increases the specific excise tax rates on alcohol and tobacco by 18%, and by another 15%  after 3 years
5. On Petroleum Excises
House Bill No. 1323  (Introduced by Cong. Danilo E. Suarez)
· Increases the specific excise tax rates on petroleum products by P2.00 
6. ON VAT
House Bill No. 1468  (Introduced by Cong. Eric D. Singson)
· Increases the VAT rate from 10% to 12%
7. On Taxation of Telecoms
House Bill No. 1560 (Introduced by Cong. Danilo E. Suarez)

· Increases the VAT rate from 10% to 12%
· Re-imposes the franchise tax on telecom companies at 5% (HB 1469) and 7% (HB 1560)
8. On Lateral Attrition
House Bill No. 554  (Introduced by Cong. Danilo E. Suarez)
· Provides  for the grant of special incentives and rewards for exemplary service and imposes a Lateral Attrition scheme for non-performers in revenue generating  agencies of the government
B. Expenditure Measures
Reengineering the Bureaucracy
· House Bill Nos. 193 and 1532 introduced by House Speaker Jose   De Venecia and Cong. Victor Sumulong respectively.
C. Financial and Capital Market Development 
· Bills have been filed in the lower House on: 
· Corporate Recovery and Rehabilitation
· Establishing A Pre-Need Code
5.0 Discussions
5.1 The President clarified that the Executive branch is committed to make a PhP 100 billion in increased collections and reductions in expenditures as part of its commitment to reducing the budget deficit.
5.2 Senator Pangilinan suggested that the government start a strong public relations campaign to advocate the government’s need to raise more revenues to reduce our deficit and fund needed development activities. He was supported by the House Majority Floor Leader Nograles and Rep. Suarez.
5.3 Rep. Suarez requested assistance from the DOF, DBM and the NEDA in the processing of the bills in the legislative calendars. Specifically, he cited the need for attendance of Cabinet members in the public hearings and floor deliberations of the bills. Sec. Perez affirmed their support.
5.4 House Speaker De Venecia queried Mr. Cesar Virata of the Bankers Association of the Philippines (BAP) about use of the Special Purpose Assets Vehicles (SPAV) Law in the reduction the NPL in the banking sector. Mr. Virata replied that the buyers and sellers could not come to terms on the prices of the discounted assets. Mr. Virata requested for the extension of the tax incentives. Senate President Drilon replied in the negative considering the government’s fiscal situation.
5.5 Rep. Salceda suggested that the Council consider the Increase of Excise Taxes on Petroleum Products as a revenue measure with higher impact on the rich. He pointed out that the bill will have its greatest impact of families with incomes over PhP 60,000 per annum. Senator Pimentel responded that raising the price of oil products will increase inflation. Sec, Perez suggested that the increase in taxes be done over a period of time and be calibrated to have a lesser impact on the politically sensitive products like diesel and liquefied petroleum gas (LPG)
6.0  Agreements
6.1  It was agreed that Congress shall prioritize the following revenue measures:

1. Tax Amnesty

2. Sin Taxes

3. Rationalization of Fiscal Incentives

4. Excise taxes on petroleum products

The Chairs of  the Ways and Means Committees shall meet to harmonize their versions  so as to facilitate passage.

7.0  Adjournment
There being no other matters to discuss, the President adjourned the meeting at 12:15 p.m.

Prepared by: 
The LEDAC Secretariat
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