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[ REPUBLI C ACT NO. 7372]

AN ACT GRANTI NG THE | SLA COVMUNI CATI ONS CO. A
FRANCHI SE TO | NSTALL, OPERATE AND MAI NTAI N
TELECOVMUNI CATI ONS SERVI CES W THI N THE
TERRI TORY OF THE REPUBLI C OF THE

PHI LI PPI NES AND | NTERNATI ONAL PO NTS AND
FOR OTHER PURPOSES

Be it enacted by the Senate and House of Representatives of
the Philippines in Congress assenbl ed:

SETION 1. Subject to the conditions established in this Act
and the provisions of the Constitution and the provisions of
| aws, orders or issuances not inconsistent herewith, there is
hereby granted to the Isla Comuni cations Co. (ISLACOM, its
successors or assigns the right, privilege and authority to
construct, operate and nmaintain all types of nobile
t el ecomruni cations, including cellular, persona
comuni cations network, paging and trunk radi o services (such
as but not limted to the transm ssion and reception of



voi ce, data facsinle, audio and video, and all other

i mprovenents and i nnovations pertaining to or as may be
applicable to nobile tel ecomuni cati ons technol ogy) as wel
as nulti-channel nicrowave, fiber optic and satellite
distribution systens that nay be required for the purpose of
linking together said nobile tel ecommunications network
internally and externally to other nobile tel econmunications
network and traditional wireline tel ephone systens, whether
donmestic or international, whether directly or indirectly,

t hrough networks and, generally, to provide by nmeans of this
t el ecomruni cati ons system a tel ephone service and such ot her
t el ecomruni cati ons services such as there may be demand for
in the Philippines.

The grantee is authorized to carry on the business of
providing to the public tel ecomrunications services within
the territory of the Republic of the Philippines and other
countries and territories and, for the purpose of providing
sai d tel ecomruni cati ons services, to construct, own and
operate tel ecomruni cati ons systemin and between provinces,
cities and nunicipalities of the Republic of the Philippines
and to lay, place and operate and nmintain tel ecommunications
lines in and between the territory of the Republic of the
Phi | i ppi nes and ot her countries, including the construction,
operation and mai ntenance of an international digital gateway
facility, and to construct, maintain and operate and use al
t el ecomruni cati ons apparatus necessary for the provision of
t el ecommuni cations services and to install, construct and
mai ntai n tel econmuni cati ons apparatus in, on, over, or under
the public roads, government rights-of-way, |ands, bridges,
rivers, waters, streets, |anes and sidewal ks of said
provinces, cities and nmunicipalities, and to |lay submarine
t el ecomruni cati ons cables in the surrounding waters of the
Phi li ppi nes and for the purpose of connecting its
t el ecomruni cati ons systens with other tel ecomunications
systens operated by others within the Philippines and with
the tel ecomruni cati ons systens of other countries, as may be
necessary and best adapted to said provision of
t el ecomruni cati ons services, and to connect andkeep connected
its tel ecommuni cations systemto other tel ecomunications
systenms for the interconnection of tel econmunications
services within the territory of the Republic of the
Phi | i ppi nes and between the Republic of the Philippines and
ot her countries and territories.

SEC. 2. The President of the Philippines, in tinmes of war,
rebellion, public peril, calamty, energency, disaster or
di sturbance of peace and order, nay take over and operate the
stations, transmitter systems, facilities and equi pnment of
the grantee, tenporarily suspend the operation of any station
in the interest of public safety, security and public
wel fare, or authorize the tenporary use and operation thereof
by any agency of the Governnment, upon due conpensation to the
grantee, for the use of said stations, transmitter systens,



facilities and equi pnent during the period when they shall be
so operat ed.

SEC. 3. The grantee may install, operate and nmaintain radio
t el ecomruni cati ons systemto provide a tel ephone service and
ot her tel ecomruni cati ons services including nobile services
within the territory of the Republic of the Philippines and
between the Republic of the Philippines and ships at sea,
aircraft in the air, and the tel ecomrunicati ons systens of
ot her countries: Provided, That the location, installation or
operation of any such radio tel econmuni cati ons system nust be
previ ously approved by the National Tel econmunications
Conmi ssion: Provided, further, That the Nationa
Tel ecomruni cati ons Comni ssi on shall have the authority to
supervise and regulate the installation or operation of such
radi o tel ecommuni cations system

SEC. 4. For the purpose of installing, operating and
mai ntaining its telecomunications lines, it shall be |awfu
for the grantee, its successors or assigns to nake
excavations or lay conduits in any of the public places,
hi ghways, streets, |anes, alleys, avenues, sidewal ks, bridges
of said provinces, cities and nunicipalities: Provided,
however, That any public place, highway, street, |ane, alley,
avenue, sidewal k or bridge disturbed, altered or changed by
reason of the installation, operation and naintenance of said
t el ecomruni cations |ines underground shall be repaired and
replaced in a workmanli ke manner by said grantee, its
successors or assigns to the satisfaction of the Nationa
Tel ecomruni cati ons Commi ssion. Should the grantee, its
successors or assigns, after thirty (30) days notice fromthe
proper authority, fail, refuse or neglect to repair or
repl ace any part of a public place, road, highway, street,
| ane, alley, avenue, sidewal k or bridge altered, changed or
di sturbed by said grantee, its successors or assigns, then
the Secretary of Transportation and Comuni cati ons shall have
the right to have the same repaired and placed in good order
and condition at the cost and expense of the grantee, its
successors and assigns.

SEC. 5. This franchise shall be for a termof twenty-five
(25) years fromthe date of effectivity of this Act, unless
sooner revoked or cancelled. In any event that the grantee
fails to operate continuously for two (2) years, this
franchi se shall be deenmed ipso facto revoked.

SEC. 6. Acceptance of this franchise shall be given in
writing within sixty (60) days after the effectivity of this
Act. The grantee shall operate the tel ecommuni cations systens
for which this franchise is granted within four (4) years
fromthe date of its acceptance in witing of this franchise.
Refusal or failure to accept the franchise or to operate
within the prescribed period shall render the franchise void.



SEC. 7. Al tel ecommunications systenms owned, operated or
mai nt ai ned by the grantee, its successors or assigns shall be
mai nt ai ned and operated at all tinmes in a satisfactory
manner, and it shall be the further duty of said grantee, its
successors or assigns, whenever required to do so by the
Nat i onal Tel econmruni cati ons Conmi ssion, to nmodify, inprove
and change such tel ecomruni cati ons systens in such manner and
to such extent as the progress of science and inprovenments in
the nmethod of conveyance of tel ecommuni cati ons nessages by
nmeans of said systens may make reasonabl e, proper and
econonical ly feasible.

SEC. 8. The grantee, its successors or assigns shall keep a
separate account of the gross receipts of the
t el ecomruni cati ons service business transacted by it and
shal | furnish the Comm ssion on Audit and the Nationa
Treasurer a copy of such account not |ater than the
thirty-first day of January of each year for the preceding
twel ve (12) nonths.

SEC. 9. The grantee shall not exercise any right or
privilege under this franchise w thout first having obtained
such certificate of public convenience and necessity fromthe
Nati onal Tel ecomruni cati ons Conmmi ssion. This franchi se shal
not take effect nor shall any power be exercised by the
grantee until the National Telecomunications Comm ssion
shall have allotted to the grantee the frequencies and
wavel engths to be used and determ ned the stations to and
from whi ch each frequency and wavel ength nmay be used, and
issued to the grantee a license for such use.

SEC. 10. The stations of the grantee shall be so
constructed and operated and the wavel engths so sel ected as
to avoid interference with existing stations and to permit
t he expansion of the grantee's services.

SEC. 11. No private property shall be taken for any purpose
by the grantee without proper condemation proceedi ngs and
just conpensation paid or tendered therefor, and any
authority to take and occupy |and contained herein shall not
apply to the taking, use or occupation of any |land except
such as is required for the actual and necessary purposes for
which this franchise is granted.

SEC. 12. As a guaranty that this franchi se has been
accepted in good faith, the grantee, its successors or
assigns shall file, after the granting of the certificate of
publ i ¢ conveni ence and necessity by the Nationa
Tel ecommuni cati ons Commi ssion, with the National Treasurer, a
surety bond in such amunt as nmay be fixed by the proper
government authority to guarantee full conpliance and
fulfillment of the conditions under which this franchise is
grant ed.



Shoul d the said grantee, its successors or assigns, for any
ot her cause than the act of God or the public eneny,
usurpation of military power, martial law, riot, civi
commotion or inevitable cause, fail, refuse or neglect to
begin, within two (2) years fromthe date of the granting of
said certificate of public convenience and necessity, the
busi ness of providing tel ecommunications service or fail
refuse or neglect to be fully equi pped and ready to operate,
within two (2) years fromthe date of granting of said
certificate of public convenience and necessity, a
t el ecomruni cati ons system as have been agreed with conpetent
authority, according to the ternms of this franchise, then the
bond prescribed by this section to be filed with the Nationa
Treasurer shall becone the property of the Nationa
Government as |iqui dated damages caused to the Governnent by
such failure, refusal or neglect, and thereafter no interest
on said bond shall be paid to the grantee, its successors or
assigns.

Shoul d the grantee, its successors or assigns begin the
busi ness of providing a tel ephone service and be ready to
operate according to the terns of this franchise a
t el ecomruni cations systemwithin two (2) years fromthe date
of the granting of said certificate of public conveni ence and
necessity, then and in that event the bond prescribed by this
section shall be returned by the Governnent to the grantee,
its successors or assigns as soon as the tel ephone service
has begun in accordance with the terns of this franchise:
Provi ded, further, That all the tine during which the
grantee, its successors or assigns may be prevented from
carrying out the terns and conditions of this franchi se by
any of said causes shall be added to the tinme allowed by this
franchi se for conpliance with its provisions.

SEC. 13. Fromthe date the National Tel ecomunications
Conmmi ssion allots the grantee the frequenci es and wavel engt hs
to be used by it, the grantee shall be allowed for a period
of three (3) years to inmport all its capital equi pnment on a
tax- and duty-free basis.

SEC. 14. The grantee, its successors or assigns shall be
liable to pay the sanme taxes on their real estate, buildings
and personal property, exclusive of this franchise, as other
persons or corporations which are now or hereafter may be
required by law to pay. In addition thereto, the grantee, its
successors or assigns shall pay a franchise tax equivalent to
three percent (3% of all gross receipts of the business
transacted under this franchise by the grantee, its
successors or assigns and the said percentage shall be in
lieu of all taxes on this franchi se or earnings thereof:

Provi ded, That the grantee, its successors or assigns shal
continue to be liable for incone taxes payable under Title 11
of the National Internal Revenue Code pursuant to Section 2
of Executive Order No. 72 unless the latter enactnent is



anended or repealed, in which case the amendnment or repea
shall be applicable thereto.

The grantee shall file the return with and pay the tax due
thereon to the Commi ssioner of Internal Revenue or his duly
authorized representative in accordance with the Nationa
I nternal Revenue Code. The return shall be subject to audit
by the Bureau of Internal Revenue.

SEC. 15. The rates for the tel ephone service or charges for
every type of call, flat rates as well as measured rates, are
subject to the approval of the National Tel ecomrunications
Conmi ssi on.

SEC. 16. The grantee is hereby authorized to connect its
t el ecomruni cati ons systens to any ot her telecomrunications
systens installed, operated and mmi ntai ned by any other
grantee in the Philippines for the purpose of providing
t el ecomruni cati ons services to the public on such ternms and
conditions as may be prescribed fromtime to tine by the
Nati onal Tel ecomruni cati ons Commi ssi on.

SEC. 17. The books and accounts of the grantee, its
successors or assigns shall always be open to the inspection
of the Commi ssioner on Audit or his authorized
representatives, and it shall be the duty of the grantee to
submit to the Conmission on Audit quarterly reports in
duplicate showing the gross receipts and the net receipts for
the past quarter and the general condition of the business.

SEC. 18. The rights herein granted shall not be excl usive,
and the rights and power to grant to any corporation,
associ ation, or person other than the grantee a franchise for
the provision of telephone service or the installation
operation and mai ntenance of a tel ecomrunications system
shall not be inpaired or affected by the granting of this
franchi se: Provided, That the tel ecomunications |ines
installed by virtue of any franchise for the provision of a
t el ecomruni cations service or the installation, operation and
mai nt enance of a tel econmuni cati ons systens grant subsequent
to this franchise shall be so placed as not to inpair the
efficient and effective operation of the tel ecomrunications
systeminstalled under this franchise and actually in
exi stence at the time of the granting of said subsequent
franchi se: Provided, further, That the Nationa
Tel ecomruni cati ons Commi ssion after hearing both parties
interested may conpel the grantee of this franchise or its
successors or assigns to renove, relocate or replace their
t el ecomruni cations |ines but in such case the reasonabl e cost
of the renpval, relocation or replacenent shall be paid by
the grantee of the subsequent franchise or his successors or
assigns to the grantee of this franchise or its successors or
assigns.



SEC. 19. The grantee shall not |ease, transfer, grant the
usufruct of, sell or assign this franchise or the rights and
privil eges acquired thereunder to any person, firm conpany,
corporation or entity, nor nmerge with any other corporation
or entity without the prior approval of the Congress of the
Phi li ppi nes. Neither shall the controlling interest in the
grantee be transferred, whether as a whole or in parts and
whet her sinultaneously or contenporaneously, to any such
person, firm conpany, corporation or entity w thout the
pri or approval of the Congress of the Philippines, except
when the transfer is done: (a) through a stock exchange
transaction; (b) for purposes of qualifying persons for
el ection to the board; and (c) to a corporation that is
controlled by the sane stockhol ders as that of the grantee.
Any person or entity to which this franchise is validly sold,
transferred or assigned shall be subject to all the sane
conditions, terns, restrictions and limtations of this Act.

SEC. 20. In conpliance with the constitutional nandate to
denocratize ownership of public utilities, the herein grantee
shall make a public offering through the stock exchange of at
least thirty percent (30% of its conmon stocks within a
period of three (3) years fromthe date of the effectivity of
this Act: Provided, That no single person or entity shall be
allowed to own nore than five percent (5% of the stock
of fering.

SEC. 21. The grantee shall conply with and be subject to
the provisions of a general telecomunications policy |aw
that may hereafter be enacted.

SEC. 22. The grantee is authorized to contract the
i nstallation and operation of the tel econmunications system
which is the subject of this grant to private entities with
expertise in the field of tel econmunications under such terns
and conditions as may be approved by the Nationa
Tel ecommi cati ons Commi ssi on.

SEC 23. This franchise is granted with the understanding
and upon the condition that it shall be subject to amendnent,
alteration or repeal by the Congress as provided in the
Constitution, and that all lands or rights or use or
occupation of |ands secured by virtue of termination to the
national, provincial, city or nmunicipal governnents which
were the owners thereof upon the date on which the franchise
was granted. The pertinent provisions of the Constitution are
hereby incorporated in and nmade part of these presents, with
the sane effect as if they were expressed herein.

SEC. 24. Wherever in this franchise the term'grantee' is
used, it shall be held and understood to nean and represent
the Isla Cormunications Co., its representatives, successors
or assigns.



SEC. 25. This Act shall take effect fifteen (15) days from
the date of its publication in at |least two (2) newspapers of
general circulation in the Philippines.

Approved,

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

This Act which originated in the House of Representatives was
finally
passed by the House of Representatives and the Senate on January 28,
1992
and January 23, 1992, respectively.

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

Approved: APR 10 1992

CORAZON C. AQUI NO
Presi dent of the Philippines






