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For stocks to be deemed owned and held by Philippine citizens or ’hiippine
nationals, mere legal title is not enough to meet the required Filipino equity. Full
* beneficial ownership of the stocks, coupled with appropriate voting rights is essen-
tial. Thus, stocks, the voting rights of which have been assigned or transferred to
aliens cannot be considered held by Philippine citizens or Philippine nationals.

Individuals or juridical entities not meeting the aforementioned qualifications
are considered as non-Thilippine nationals.

c. Foreign corporation shall mean one which is formed, organized or existing
under laws other than those of the Philippines.

Branch office of a foreign company carries out the business activities of the head
officc and derives income from the host country.

Representative or linison office deals directly with the clients of the parent com-
pany but does not derive income from the host country and is fully subsidized by its
head office. It undertakes activities such as but not limited to information dissemi-
nation and promotion of the company’s products as well as quality control of prod-
ucts.

d. Investment shall mean equity participation in any enterprise organized or
existing under the laws of the Philippines. It includes both original and additional
investments, whether made directly as in stock subscription, or indirectly through
the transfer of equity from one investor to another as in stock purchase. Ownership
of bonds (including income bonds), debentures, notes or other evidences of indebt-
edness does not qualify as investment.

The purchase of stock options or stock warrants is not an investment until the
holder thereof exercises his option and actually acquires stock from the corporation.

e. Foreign investment shall mean an equity investment made by a non-Philip-
pine national; Provided, however, that for purposes of determining foreign owner-
ship, peso investments made by non-Philippine nationals shall be considered; Pro-
vided, further, that only foreign investments in the form of foreign exchange and/or
other asscts actually transferred to the Philippines and duly registered with the Cen-
tral Bank (CB) and profits derived therefrom can be repatriated; and Provided, finally,
That, for purposes of Section 8 of the Act, and Rule VIII, Section 6 of these Rules and
Regulations, Existing Foreign Investment shall mean an equity investment made by
anon-Philippine national duly registered with the SEC or the Bureau of Trade Regu-
lation and Consumer Protection (BTRCP) in the form of foreign exchange and/ar
other asscts transferred to the Philippines.

f. Doing business shall include soliciting orders, scrvice contracts, opening of-
fices, whether liaison offices or branches; appointing representatives or distributors,
opcrating under full control of the foreign corporation, domiciled in the Philippines

or who in any calendar year stay in the country for a period or periods totaling one’
hundred cighty (180) days or more; participating in the management, supervisionor
control of any domestic business, firm, entity or corporation in the Philippines; and
any other actor acts that imply a continuity of commercial dealings or arrangements,
and contemplate to that extent the performance of acts or works, or the excrcise of
some of the functions normally incident to and in progressive prosecution of com-
mercial gain or of the purpose and object of the business organization. The follow-
ing acts shall not be dcemed “doing business” in the Philippines:

(1) Mere investment as a sharcholder by a forcign entity in domestic corpora-
tions duly registered to do business, and/or the excrcise of rights as such
investor;

(2) Having a nominece dircctor or officer to represent its interests in such
corporation;

(3) Appointing a representative or distributor domiciled in the Philippines which
transacts business in the representative’s or distributor’s own name and
account;

(4) The publication of a general advertisement through any print or broadcast
media;

(5) Maintaining a stock of goods in the Philippines solely for the purpose of
having the same processed by another entity in the Philippines;

(6) Consignment by a foreign entity of equipment with a local company to be
used in the processing of products for export;

(7) Collecting information in the Philippines; and

(8) Performing services auxiliary to an existing isolated contract of sale which
are not on a continuing basis, such as installing in the Philippines machinery
it has manufactured or exported to the Philippines, servicing the same,
training domestic workers to operate it, and similar incidental services.

g. Export enterprise shall mean an enterprise wherein a manufacturer, proces-
sor or scrvice (including tourism) enterprise exports sixty percent (A0%) or more of
its output, or wherein a trader purchases products domestically and exports sixty
percent (60%) or more of such purchases.

h. Exports shall mean the volume or the Philippine port EO.B. peso value, de-
termined from invoices, bills of lading, inward letters of credit, loading certificates,
and other commercial documents, of products exported directly by an export enter-
prise or the valuc of services including tourism sold by service-oriented enterprises
to non-resident foreigners or the net selling price of export products sold by an ex-



port enterprise to another export enterprise that subsequently exports the same; Pro-
vided, That sales of export products to another export enterprise shall only be deemed
exports when actually exported by the latter, as evidenced by loading certificates or
similar commercial documents; and Provided, finally, that without actual exportation,
the following shall be considered constructively exported for purposes of the Act:
(1) sales of products to bonded manufacturing warehouses of export enterprises; 2)
sales of products to export processing zone enterprises; (3) sales of products to ex-
port enterprises operating bonded trading warehouses supplying raw materials used
in the manufacture of export products; and (4) sales of products to foreign military
bases, diplomatic missions and other agencies and/or instrumentalities granted tax
immunities of locally manufactured, assembled or repacked products whether paid
for in foreign currency or pesos funded from inwardly remitted foreign currency.

Sales of locally manufactured or assembled goods for houschold and personal
use to Filipinos abroad and other non-residents of the Philippines as well as return-
ing overseas Filipinos under the Internal Export Program of the Government and
paid for in convertible foreign currency inwardly remitted through the Philippine
banking system shall also be considered exports. ‘

i.  Output shall refer to the export enterprise’s total sales in a taxable year, The
term sales shall refer to value in case of heterogeneous products and volume
in case of homogeneous products.

Heterogeneous products shall refer to products of different kinds and characteris-
tics as well as to those of the same kind but with various categories using different
units of measurement.

Homeogencous products shall refer to products of the same kind or category using a
common unit of measurement.

j- Export ratio shall refer to:

(1) the percentage share of the volume or peso value of goods exported to the
total volume or value of goods sold in any taxable year if the export enter-
prise is engaged in manufacturing or processing;

(2) the percentage share of the peso value of services sold to foreigners to total
carnings or receipts from the sale of its services from all sources in any
taxable year if the export enterprise is service-oriented; Value of services sold
shall refer to the peso value of all services rendered by an export enterprise
to foreigners that are paid for in foreign currency and/or pesos funded from

inwardly remitted foreign currency as properly documented by the export
enterprisc; or

(3) the percentage share of the volume or peso value of goods exported to the
total volume or value of goods purchased domestically in any taxable year if

the export enterprise is engaged in merchandise trading.

k. Domestic market enterprise shall mean an enterprise which produces goods
for sale, renders service, or otherwise engages in any business in the Philippines.

1. Joint venture shall mean two or more entities, whether natural or juridical,
one of which must be a Philippine national, combining their property, money, ef-
forts, skills or knowledge to carry out a single business enterprise for profit, which is
duly registered with the SEC as a corporation or partnership.

m. Substantial partner shall mean an individual or a firm who owns enough
shares to be entitled to at least one (1) seat on the Board of Directors of a corporation,
or in the case of a partnership, any partner.

n. Dangerous drug as defined under Republic Act 6425 or the Dangerous Drugs
Act, as amended, refers to either:

(1) “Prohibited drug” which includes opium and its active components and de-
rivatives, such as heroin and morphine; coca leaf and its derivatives,
principally cocaine; alpha and beta eucaine; hallucinogen drugs, such as
mescaline, lysergic and dicthylamide (LSD) and other substances producing
similar effects; Indian hemp and its derivatives; all preparations made from
any of the foregoing; and other drugs and chemical preparations whether
natural or synthetic, with the physiological effects of a narcotic or hallucino-
genic drug; or

(2) “Regulated drug” which includes, unless authorized by the Department of

Health (DOH) and in accordance with the Dangerous Drugs Board, self-

inducing sedatives, such as secobarbital, phenobarbital, pentobarbital, ;
barbital, amobarbital or any other drug which contains a salt or a derivative
of salt of barbituric acid; any salt, isomer, or salt of an isomer, of amphet- |

amine such as benzedrine or dexedrine, or any drug which produces a physi-

ological action similar to amphetamine; and hypnotic drugs, such as™

methaqualone, nitrazepam or any other compound producing similar |

physiological effects.

o. Advanced technology refers to a higher degree or form of technology than

what is domestically available and needed for the development of certain industries

as subject to guidelines of the Department of Science and Technology (DOST). s

introduction into the country through foreign investments under the terms and con-

ditions of the Act must be linked to its appropriateness and adaptability to local |
conditions with a view towards eventual transfer and applicability including the

upgrading of the indigenous technology available.

p. Paid-in equity capital shall mean the total investment in a business that has

been paid-in in a corporation or partnership or invested in a single proprietorship,




which may be in cash or in property. It shall also refer to inward remittance or as-
signed capital in the case of foreign corporations.

q. Foreign Investment Negative List (FINL) or Negative List shall mean a list
of areas of economic activity whose foreign ownership is limited to a maximum of
forty percent (40%) of the outstanding capital stock in the case of a corporation or
capital in the case of partnership. '

r. NEDA Board shall refer to the body constituted as such under Executive Or-
der No. 230 entitled “Reorganizing the National Economic and Development Au-
thority” and in which reside the powers and functions of the Authority.

s. NEDA shall refer to the NEDA Sccretariat, which is the body constituted as
such under Executive Order No. 230 and which serves as the research and technical
supportarm and the Secretariat of the NEDA Board.

t. SEC shall refer to the Securities and Exchange Commission.

u. BTRCP shall refer to the Bureau of Trade Regulation and Consumer Protec-

tion as represented by the provincial offices of the Department of Trade and Industry
(DTD).

v. BOI shall refer to the Board of Investments.

w. Technology Transfer Board shall refer to the Burcau of Patents. Trademarks
and Technology Transfer (BPTTT). '

x. Former natural-born Filipinos shall mean those who have lost Philippine
citizenship but were previously citizens of the Philippines falling in either of the
following categories: (a) from birth without having to perform any act to acquire or
perfect their Philippine citizenship; or (b) by having elected Philippine citizenship
upon reaching the age of majority, if born before January 17, 1973, of Filipino moth-
ers.

y. Transferee of private land shall mean a person to whom the ownership rights
of private land is transferred through either voluntary or involuntary sale, devise or
donation, Involuntary sales shall include sales on tax delinquency, foreclosures and
executions of judgment,

z. Direct employees shall mean Filipino personnel hired and engaged under the
control and supervision of the applicant investorlemployer in the production of goods
or performunce of services. Fxcluded from this definition are personnel hired as ca-
sual, seasonal, learner, apprentice or any employee of subcontractor or those under
fixed term employment.

aa. Start of commercial operations shall mean the date when a particular enter-
prise actually begins production of the product for commercial purposes or cominer-
cial harvest in the case of agricultural activities. In the case of service oriented
activities, the date when the enterprise begins catering or servicing its clients on a
commercial basis. In the case of export traders and service exporters, the date when
the initial export shipment in commercial quantity has been made or initial perfor-
mance of service as borne out by the appropriate supporting documents.

RULE II. SCOPE

SECTION 1. COVERAGE. The Act covers all investment areas or areas of eco-
nomic activity except banking and other financial institutions which are governed
and regulated by the General Banking Act and other laws under the supervision of
the CB.

RULE IIL. BASIC GUIDELINES

SECTION 1. The Act covers restrictions pertaining to foreign equity participa-
tion only. All other regulations governing foreign investments remain in force.

SECTION 2. MONITORING OF COMPLIANCE WITH EQUITY PARTICIPA-

TION REQUIREMENTS. The SEC or BTRCF, as applicable, shall monitor the com-
pliance with the equity requirements of the Act.

RULE I'V. REGISTRATION OF INVESTMENTS
OF NON-PHILIPPINE NATIONALS

SECTION 1. QUALIFICATIONS.

a. Any non-Philippine national may do business or invest in a domestic enter-
prise up to one hundred percent (100%) of its capital provided:

(1) it is investing in a domestic market enterprise in areas outside the FINL; or
(2) itis investing in an export enterprise whose products and services donot fall
within Lists A and B (except for defense-related activities, which may be ap-

proved pursuant to Section 8(b)(1) of the Act) of the FINL,

Provided further that, as required by existing laws, the country or state of t‘he
applicant must also allow Filipino citizens and corporations to do business therein,

b. Non-Philippine national qualified to do business per paragraph (a) above,




but who will engage in more than one investment area, one or more of which is in the
FINL, may be registered under the Act. However, said non-Philippine national will
not be allowed to engage in the investment areas which are in the FINL.

¢. Existing enterprises, which are non-Philippine nationals at the time of effec-
tivity of the Act and which intend to increase the percentage of foreign equity par-
ticipation under the Act, beyond that previously authorized by SEC, shall be gov-
erned by the qualifications in item (a) above. Thus, existing enterprises shall be
allowed to increase the percentage share of foreign equity participation beyond
current equity holdings only if their existing investment area is not in the FINL.
Similarly, existing enterprises engaged in more than one (1) investment area shall be
allowed to increase percentage of foreign equity participation if none of the invest-
ment arcas they are engaged in is in the FINL.

Existing forcign corporations shall be allowed to increase capital even if their
existing investment arca is in the FINL.

Transfer of ownership from one foreign company to another shall be allowed
even if the enterprise is engaged in an area in the FINL as long as there is no increase
in the percentage share of foreign equity.

SECTION 2. APPLICATION FOR REGISTRATION.

a. Filing of Application. Applications for registration shall be filed with the SEC
in the case of foreign corporations and domestic corporations or partnerships which
are non- Philippine nationals. In the case of single proprietorships, applications for
Metro Manila shall be filed with the BTRCT or the DTI-National Capital Region. In
the provinces, applications may be filed with the extension offices of the SEC for
corporations/partnerships and the provincial offices of the DTI for sole
proprictorships.

b. Pre-Processing of Documents. Pre—processing of documents shall be under-
taken to assist the investor in determining the completeness of his documents. All
applications are considered officially accepted only upon submission of complete
documents to either the SEC or BTRCP. Applications for clearances from the Depart-
ment of National Defense (DND) or Philippine National Police (PNP) for defense-
related activities, or the DOST for investments involving advanced technology shall
be decided upon by said agencies within fifteen (15) working days.

c. Approval. Within fiftcen (15) working days from bfficial acceptance of an ap-
plication, the SEC or BTRCP shall act on the same. Otherwise, the application shall
be considered as automatically approved if it is not acted upon within said period
for a cause not attributable to the applicant.

SECTION 3. REGISTRATION WITH THE SEC.

a. Existing Requirements. As required by laws and regulations, an applica-
tion form together with the following documents shall be submitted to the SEC:

(1) Inthe case of a new domestic corporation or a partnership:
(iy Articles of Incorporation/Partnership

(iiy Name Verification Slip

(iii) Bank Certificate of Deposit

(iv) ACR/ICR, SIRV (Special Investors Resident Visa), Visa #13 of the alien
subscribers

(v) Proof of Inward Remittance (for non-resident aliens)
(2) Inthe case of a foreign corporation:
(iy Name verification slip

(ii) Certified Copy of Board Resolution aﬁthorizing the establishment of an
office in the Philippines; designating the resident agent to whom summons
and other legal processes may be served in behalf of the foreign corporation;
and stipulating that in the absence of such agent or upon cessation of its
business in the Philippines, the SEC shall receive any summons or legal
processes as if the same is made upon the corporation at its home office.

(ili) Financial statements for the immediately preceding year at the time of filing
of the application, certified by an independent Certified Public Accountant
of the home country.

(iv) Certified copies of the Articles of Incorporation/Partnership with an
English translation thereof if in a foreign language.

(v) Proof of inward remittance such as bank certificate of inward remittance
or credit advices.

For representative offices, the amount remitted initially should be at least
US$30,000.

If the paid-in equity/capital is in kind, additional requirements shall be submit-
ted to the SEC pursuant to its existing rules and regulations.




~ All documents executed abroad should be authenticated by the Philippine Em-
bassy or Consular Office.

(3) In the case of an existing corporation intending to increase foreign equity
participation, all documents required of the proposed transaction under applicable
laws, rules and regulations shall be submitted.

b. Additional Requirements. As required by the Act, the following shall also be
submitted to SEC:

(1) For enterprises wishing to engage in defense—related activities, clearance from
the DND or PNP.

(2) For small and medium-sized domestic market enterprises with paid—in eg-
uity capital less than the equivalent of US$200,000 but not less than the equivalent of
1IS$100,000, a certificate from the DOST that the investment involves advanced tech-
nology, or a certificate from the appropriate Department of Labor and Employment
(DOLE) Regional Office that the enterprise has issued an undertaking to employ at
least 50 direct employees shall be submitted.

The DOLE, through its Regional Offices, shall validate and monitor compliance
by the investor to the undertaking that it will hire at least 50 direct employees within
six (6) months from the start of commercial operations. Non-satisfaction of the
undertaking shall be reported by the DOLE Regional Office to the SEC, which shall
cause the investor to satisfy the appropriate higher investment requirement, with
penalty for failure to satisfy the undertaking.

(3) For former natural born Filipinos wishing to engage in investment areas al-
lowed to them under this Act, the following documents are required:

(i) Copy of birth certificate

(i.1) Certified by the local civil registrar or the National Statistics Office (NSO);
or

(i.2) For those born abroad, certificate of birth from the appropriate government
agency of the country where the birth is recorded showing the father or mother
to be a Filipino at the time of birth or if the citizenship of the parents is not
indicated, additional proof that the parentls is a Filipino citizen or has not
lost his/her Filipino citizenship at the time of the applicant investor’s birth;

(ii)  Those born before 17 January 1973 of Ftlzpmo mothers must additionally
submit all of the following: certified true copies of his/her sworn statement of
election of Filipino citizenship, oath of allegiance from the civil registrar where
the documents were filed andlor forwarded, and identification certificate is-
sued by the Bureau of Immigration;

(iii) In case of loss and/or destruction of the record of birth or non~registration of .
birth

(i1i.1) Certificate of non—availability of birth certificate on account of loss and/
or destruction of birth record from the local civil registrar andlor appro-
priate government agency if birth was registered abroad;

(iii.2) Copy of birth certificate of mother or father certified by the local civil
registrar or the NSO; and

(i1i.3) Affidavit of two (2) disinterested persons attesting to their personal knowl-

edge that at the time of the applicant’s birth, the child was born of a Fili-
pino mother or father.

Any document executed or issued abroad must be authenticated by the Phil-

ippine Embassy or consulate having jurisdiction over the place of execution or
issuance of the document.

c. Application Fee. A reasonable application fee to be determined by the SEC
shall be collected from each applicant.

d. SEC Action. Upon fulfillment of all SEC requirements and favorable evalua-
tion by the SEC, the Certificate of Registration under the Act for domestic corpora-
tions and partnerships, or license to do business in the case of a foreign corporation,
shall be issued by the SEC. In case of disapproval, the SEC shall also inform the
applicant in writing of the reasons for the disapproval of the registration.

SECTION 4. REGISTRATION WITH THE BTRCP - DEPARTMENT OF TRADE
AND INDUSTRY.

a. Existing Requirements. As required by existing laws and regulations, BTRCP
Form No. 17 and accompanying documents shall be submitted to BTRCP.

All documents executed abroad should be authenticated by the Philippine Em-
bassy or Consular Office.

b. Additional Requirements. The additional requirements for corporations and
partnerships provided under Sec. 3 (b) hereof shall be complied with.

c. Application Fee. Areasonable application fee to be determined by BTRCP shall
be collected from each applicant.

d. BTRCP-DTI Action. Upon fulfillment of all BTRCP-DTI requirements and
favorable evaluation by DTI, the Certificate of Registration for Sole Proprietorship
shall be issued by DTI. In case of disapproval, DTI shall also inform the applicant in
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SECTION 5. REGISTRATION OF NON-PHILIPPINE NATIONALS INTEND-
ING TO ENGAGE IN THE SAME LINE OF BUSINESS AS THEIR EXISTING JOINT
VENTURE.

a. During the transitory period, any applicant who has an investment il.\ an
existing joint venture, in which he or his majority sharcholder in the existing joint
venture is a substantial partner, shall be registered with the SEC or BTRCP in the
same line of business if the Filipino partners representing the majority of the Filipino
equity in the existing joint venture certify under oath that they are not capabk.* an.d
willing to make the investment needed for the domestic market activities, which is
being proposed to be undertaken by the applicant.

b. If the Filipino partners are willing and able to make the needed investment,
the SEC shall not register the applicant, in which case, both joint venture partners
may agree to undertake the expansion. Both partners are then required to place the
balance of their agreed upon investment shares within six (6) months from the date
of the agrecement. The Filipino partner(s) shall not be compelled to make additional
investment for the proposed expansion of domestic market activitics if such will
result in a higher Filipino equity sharc. If the Filipino partner(s) fails(fail) to infuse
said capital within said period, per the report of the non-Philippine national appli-
cant to the SEC, the SEC or BTRCP shall then allow the registration of said non-—
Philippine national applicant as a scparate enterprise under the Act.

RULE V., REGISTRATION WITH THE CENTRAL BANK

SECTION 1. CB REQUIREMENTS. Enterprises sccking to remit foreign ex-
change abroad for purposes of remittance of profits and dividends and capital repa-
triation in connection with the foreign investment made pursuant to the Act shall be
deemed registered with the CB after SEC or BTRCP registration. For this purpose,
CBrules and regulations covering procedures for registration of foreign investments
shall be observed.

RULE VI. FOREIGN INVESTMENTS IN EXPORT ENTERPRISES

SECTION 1. ALLOWABLE FOREIGN EQUITY PARTICIPATION. Foreign eq-
uity participation in export enterprises shall be allowed up to one hundred percent
(100%) provided that the products and services of such enterprises do not fall within
Lists A and B of the FINL.

SECTION 2. REGISTRATION OF EXPORT ENTERPRISES. Export enterprises
shall be deemed registered with the BOI pursuant to Section 6 of the Act upon regis-
tration with the SEC or BTRCP.

Enterprises registered under the Act sceking to avail of iﬁcéﬁtivcs uhder EQ?2 !
must apply for registration with the BOIL. Rules and regulations on EO 226 'shall
observed for this purpose.

Within ten (10) working days from the issuance of the certificate of registratiohi 5
the SEC or BTRCP shall transmit to BOI copies of the Certificate of Registration to- -
gether with the application from duly accomplished by the export enterprises, ‘

SECTION 3. SUBMISSION OF REPORTS. All duly-registered export enterprises
under this Rule shall submit to the BOI a duly accomplished form within six (6)
months after the end of cach taxable ycar.

Failure of export enterprises to submit the required reports within the prescribed
period of time or the submission of fraudulent reports shall be a ground for the SEC
or BIRCT to impose appropriate sanctions as provided for under Rule XVIl], Section
1, of these Rules and Regulations.

SECTION 4. MONITORING OF COMPLIANCE WITH THE EXPORT REQUIRE-
MENT. Upon receipt of the reports submitted by the export enterprise, the BOI shall
determine compliance of the enterprise with the export requirement. If the enter-
prise fails to comply with the export requirement, the BOI shall advise the SEC or
BTRCP of said failure. The SEC or BTRCI shall require the firm to immediately
increase its export to at least sixty percent (60%) of total sales. If the tirm fails to
comply with the order of the SEC or BTRCP without any justifiable reason, it shall be
penalized in accordance with the provisions of Rule XVI1I, Section 1, of these Imple-
menting Rules and Regulations. The BOI, in consultation with the SEC or BTRCP
shall issue guidelines for this purpose.

RULE VIL. FOREIGN INVESTMENTS IN DOMESTIC MARKET
ENTERPRISES

SECTION 1. ALLOWABLE FOREIGN EQUITY PARTICIPATION. Foreign eg-
uity participation in domestic market enterprises shall be allowed up to one hun-
dred percent (100%) unless such participation is prohibited or limited by existing
laws or the FINL.

SECTION 2. CHANGE CF STATUS FROM DOMESTIC MARKET ENTERPRISE
TO EXPORT ENTERPRISE. A dosmestic market enterprise may change its stafus to
an export enterprise any time by notifying the SEC or BTRCP.

Section 2 of Rule VI shall apply for any change of status from domestic to export
enterprise. Such application shall be supported by relevant reports as evidence that
the applicant enterprise has exported sixty percent (60%) or more of its output.




The new export enterprise shall be subject to the reportorial requirements and
shall be monitored for its compliance with the export requirement under Sections 3
and 4, respectively, of Rule VI of these Rules and Regulations.

RULE VIIL. THE REGULAR FOREIGN INVESTMENT NEGATIVE
LIST

SECTION 1. DESCRIPTION. The Regular FINL shall have fwo (2) component
lists: A and B which shall contain areas of economic activities reserved to Philippine
nationals. The description and guidelines governing Lists A and B are provided for
in Rules IX and X hereof, respectively.

SECTION 2. FORMULATION. The NEDA shall be responsible for the formula-
tion of the Regular FINL, following the process and criteria provided in Section 8 of
the Act and in Rules IX and X hereof.

SECTION 3. APPROVAL. The NEDA shall submit the proposed Regular FINL
to the President for approval and promulgation. The NEDA shall submit the first
Regular FINL and subsequent proposed Regular FINLs to the President at least forty
five (45) days before the scheduled date of publication.

SECTION 4. PUBLICATION. The NEDA shall publish the first Regular Nega-
tive List not later than sixty (60) days before the end of the transitory period. Subse-
quent Negative Lists shall be published not later than fifteen (15) days before the
end of the effectivity of the current Negative List.

SECTION 5. EFFECTIVITY. The first Regular Negative List shall become imme-
diately effective at the end of the transitory period. Subsequent Regular FINLs shall
become effective fifteen (15) days after publication in a newspaper of general circula-
tion in the Philippines. Except for List A, each Regular FINL shall remain in force for
two (2) years from the date of its effectivity.

SECTION 6. COVERAGE OF OPERATION. Each Regular FINL shall apply
only to new foreign investments and shall not affect existing foreign investments at
the time of its publication.

RULE IX. GUIDELINES FOR LIST A OF THE REGULAR FOREIGN
INVESTMENT NEGATIVE LIST

SECTION 1. COVERAGE. List A of the FINL shall consist of the areas of activi-
ties reserved to Philippine nationals were forcign equity participation in any domes-
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maximurm of forty percent (40%) as prescribed by the Constitution and other specific
laws.

The NEDA shall make an enumeration of said activities rescrved to Philippine
nationals by the Constitution and other specific laws.

SECTION 2. AMENDMENTS. Amendments to List Amay be made by the NEDA
any time to reflect changes made by law regarding the extent of foreign equity
participation in any specific area of cconomic activity.

RULE X. GUIDELINES FOR LIST B OF THE REGULAR FOREIGN
INVESTMENT NEGATIVE LIST

SECTION 1. COVERAGE. List B shall consist of the following:

a. Activitics where foreign ownership is limited pursuant to law such as defense
or law enforcement-related, requiring prior clearance and authorization from the
DND or PNP, to engage in such activity as the manufacture, repair, storage and/or
distribution of firearms, ammunition, armored vests and other bullet proof attires,
lethal weapons, military ordnance, explosives, pyrotechnics and similar materials.

However, the manufacture and repair of said items may be specifically autho-
rized by the Secretary of National Defense or Chief of the PNF, to non-Philippine
nationals, provided a substantial percentage of output as determined by said agen-
cies is exported.

Compliance with the export requirement shall be monitored by the DND or PNP,
as the case may be.

b. Activities which have negative implications on public health and morals, such
as the manufacture and distribution of dangerous drugs; all forms of gambling; sauna .
and steam bathhouses and massage clinics.

¢. Small and medium-sized domestic market enterprises with paid-in equity
capital of less than US$200,000, or its equivalent; However, small and medium—
sized domestic market enterprises which involve advanced technology or which
issue an undertaking to employ at least fifty (50) direct employees are allowed a
minimum paid—in capital of US$100,000, or its equivalent.

SECTION 2. PROCESS FOR DETERMINATION OF LIST B.

a. Activities (a) and (b) above shall be determined upon recommendation of the
Secretary of National Defense, Chief of the PNP, Secretaries of Health or Education,



Culture and Sports and endorsed by the NEDA or upon recommendation motu propio
of NEDA, approved and promulgated by the President. List B shall be submitted for
Presidential action together with List A. The NEDA shall inform said agencies of the
deadline for the submission of their recommendations.

b. Enterprises which are covered by Section 1 (c) above are automatically re-
served to Philippine nationals.

SECTION 3. AMENDMENTS. Amendments to List B shall be made only after
two years, upon the recommendation of the Secretary of National Defense, Chief of
the PNP, Secretaries of Health and Education, Culture and Sports, endorsed by the
NEDA, or upon recommendation motu propio of NEDA, approved and promul-
gated by the President. List B shall be submitted for Presidential action together
with List A.

RULE XI. INVESTMENT RIGHTS OF FORMER NATURAL BORN
FILIPINOS

SECTION 1. Formernatural born citizens of the Philippines shall have the samne
investment rights of a Philippine citizen in Cooperatives under RA 6938, Rural Banks
under RA 7353, Thrift Banks and Private Development Banks under RA 7906, Fi-
nancing Companies under RA 5980, and activities listed under List B including

defense-related activities, if specifically authorized by the Secretary of National
Defense.

RULE XII. RIGHTS OF FORMER NATURAL BORN FILIPINOS TO
OWN PRIVATE LAND

SECTION 1. Any natural born citizen who has lost his Philippine citizenship
and who has the legal capacity to enter into a contract under Philippine laws may

be a transferee of a private land up to a maximum aren of 5,000 square meters in the -

case of urban land or three (3) hectares in the case of rural land to be used by him for
business or other purposes.

SECTION 2. In case where both spouses are qualified under the law, one of them
may avail of the said privilege. Howeuver, if both shall avail of the privilege, the
total area acquired shall not exceed the maximum allowed.

SECTION 3. In case the transferee already owns urban or rural land for busi-
ness or other purposes, he shall still be entitled to be a transferee of additional urban
or rural land for business or other purposes which when added to those already

owned by him shall not exceed the maximum areas allowed.

SECTION 4. A transferce may acquire not more than two (2) lots which should
be situated in different municipalities or cities anywhere in the Philippines. The
total land area acquired shall not exceed 5,000 square meters in the case of urban
land or three (3) hectares in the case of rural land for use by him for business or other
purposes. A transferce who has already acguired urban land shall be disqualified
from acquiring rural land and vice versa. However, if the transferee has disposed of
his urban land, he may still acquire rural lond and vice versa, provided that the
same shall be used for business or other purposes.

SECTION 5. Land acquired under this Act shall be primarily, dircctly and
actually used by the transferee in the performance or conduct of his business or com-
mercial activities in the broad areas of agriculture, industry and services, including
the lease of land, but excluding the buying and selling thereof. A transferee shall use
his land to engage in activities that are not included in the Negative List or in those

i . ©, . . .
areas wherein investment rights have been granted to him under this Act.

SECTION 6. REGISTRATION OF LAND. The Register of Deeds in the province
or city where the land is located shall register the land in the name of the transferee
only upon presentation of proof by the transferee that it will be used for any of the
purposes mentioned in Section 5 above, i.e., certification of business registration
issued by the DTI and affidavit that the land shall be used for business purposes.

The provisions of BP 185 (An Act to Implement Section 15 of Article XIV of the
Constitution and for Other Purposes Pertaining to the Ownership of Private Lands

- for Residential Purposes by Former Natural Born Filipinos) and its implementing

tules and regulations shall be adopted, where applicable, in the implementation of
this Act through a circular to be issued by the Land Registration Authority.

’ The Register of Deeds shall also ensure that the limits prescribed by law are
observed.

RULE XIII. TRANSITORY PROVISIONS

SECTION 1. Prior to the effectivity of these Imp ementing Rules and Regula-

. - tions, the provisions of Book IT of EO 226 and its implementing rutes and regulations
- shall govern the registration of foreign investments without incentives.

SECTION 2. There shall be a transitory period of thirty-six (36) months after
issuance of these Implementing Rules and Regulations to implement this Act.

SECTION 3. During the transitory period, the Transitory FINL described in Rule
X1V, Section 1 hercof shall take effect. :



RULE XIV. TRANSITORY FOREIGN INVESTMENT NEGATIVE LIST

SECTION 1. DESCRIPTION. The Transitory FINL shall consist of the following:
a. List A

All investment arcas in which foreign ownership is limited by mandate of the
Constitution and specific laws.

b. List B

(1) Manufacture, rcpair, storage and/or distribution of fircarms, ammunition,
armored vests and other bullet proof attires, lethal weapons, military ordnance,
explosives, pyrotechnics and similar materials required by law to be licensed by and
under the continuing regulation of the DND or the PNP, as the case may be.

However, the manufacture or repair of thesc items may be specifically autho-
rized by the Secretary of National Defense or the Chief of the PNP to non-Philippine
nationals, provided a substantial percentage of output, as determined by the said
agencies, is exported.

The extent of foreign equity ownership allowed shall be specified in the said
authority/clearance.

Compliance with the export requirement shall be monitored by the DND or PNF,
as the case may be.

(2) Manufacture and distribution of dangerous drugs; all forms of gambling;
sauna and stcam bath houses, massage clinics and other like activities regulated by
law because of risks they may pose to public health and morals.

(3) Small and medium-sized domestic market enterprises with paid—in equity
capital of less than the equivalent of US$500,000, unless they involve advanced tech-
nology as determined by the DOST; and

(4) Export enterprises which utilize raw materials from depleting natural re-
sources, and with paid-in equity capital of less than the equivalent of US$500,000..

¢. ListC

(1) Import and wholesale activitics not integrated with the iﬁ)roduction Or mantu-
facture of goods.

Import and wholesale activitics which are considered to be not integrated with
production or manufacture of goods are those carried out separately from or inde-
pendently of any production activity.

(2) Services requiring a license or specific authorization, and subject to continu-
ing regulation by national government agencics other than the BOT and SEC which
at the time of effectivity of the Actare restricted to Philippine nationals by existing
administrative regulations and practice of the regulatory agencies concerned: Pro-
vided, That after effectivity of the Act, no other services shall be additionally subjected
to such restrictions on nationality of ownership by the corresponding regulatory
agencies through administrative regulations, and such restrictions once removed shall
not be reimposecd except through legislation or inclusion in the regular Negative
List.

(3) Enterprises owned in the majority by non-Philippine nations which, as of the
date of effectivity of the Act, have subsisting and operatively in force technology
transfer and/or brand name licensing agreements with Philippine nationals for the
assembly, processing or manufacture of goods for the domestic market: Provided,
That, the said licensing agreements are duly registered with the BPTTT and/or the
CB as of the date of effectivity of the Act.

The types of agreements covered by the Act are the following:

(i) Licensing agreements involving the right to use industrial property rights,
such as patents or trademarks/ service marks;

(i) Know-how agreements for the grant of a license to use know-how; and
(iii) Franchise agreements involving the use of the franchisor’s system.

Expired license agreements with notification or application for renewal with
BPTTT as of the date of effectivity of the Actare deemed operatively in force.

If the licensing agrcement expires and /or is rendered inoperative during the
transitory period, the foreign licensor and /or its affiliates may invest in the same
line of business covered by the agreement. ¥

SECTION 2. FORMULATION OF THE TRANSITORY FOREIGN INVESTMENT
NEGATIVE LIST.

a. NEDA, in consultation with rclevant agencies, shall enumerate, as appropri-
ate, the areas of investment covered in this Transitory FINL.

b. The Transitory FINL shall be published in full at the same time as, or prior ‘t:o,
the publication of these Impl ementing Rules and Regulations to implement the Act.




¢. The areas of investment contained in List C above shall be reserved to Philip-
pine nationals only during the transitory period. Their inclusion in the regular Nega-
tive List will require determination by the NEDA following the procedures and cri-
teria for formulating List C.

RULE XV. OPTIONS FOR EXISTING
BOI-REGISTERED ENTERPRISES

SECTION 1. Existing enterprise which have been issued Certificates of Author-
ity to do Business or to Accept Permissible Investments under Book 11 of EO 226,
Book Il of PD 1789 and RA 5455, whose activitics are included in the Transitory FINL
or in subsequent Negative Lists, are allowed to continue to undertake the same ac-
tivities which they have been authorized to do subject to the same terms and condi-
tions stipulated in their certificates of registration.

Those whose activitics have been previously authorized under Book I of EO
226, Book 11 of PD 1789 and RA 5455, and whaose activities are not in the Transitory
FINL or in subsequent Negative Lists may opt to be governed by the provisions of
the Act. Said enterprises shall be considered automatically registered with the SEC
upon surrender of their certificates of authority to the BOI. The SEC shall issue a
new certificate of authority upon advise of the BOL

SECTION 2. Existing enterprises with more than forty percent (40%) foreign
equity which have availed of incentives under any of the investment incentives laws
implemented by the BOI may opt to be governed by the Act. In such cases, said
enterprises shall be required to surrender their certificates of registration, which shall
be deemed as an express waiver of their privilege to apply for and avail of incentives
under the incentives law under which they were previously registered. Subject to
BOIl rules and regulations, said enterprises may be required to refund all capital equip-
ment incentives availed of..

RULE XVI. CONSISTENT GOVERNMENT ACTION

SECTION 1. No agency, instrumentality or political subdivision of the Govern-
ment shall take any action in conflict with or which will nullify the provisions of the
Act, or any certificate or authority granted hereunder.

RULE XVII. COMPLIANCE WITH ENVIRONMENTAL
STANDARDS

SECTION 1. All industrial enterprises, regardless of nationality or ownership,

shall comply with existing rules and regulations, and applicable environmental stan-

dards sct by the Department of Environment and Natural Resources (DENR) to pro-

tect and conserve the environment.

The DENR shall provide the SEC with a list of environmentally critical activi-

ties/ projects and areas. Necessary clearancesmay be secured after registration with
the SEC.

RULE XVIII. ADMINISTRATIVE SANCTIONS

SECTION 1. FOREIGN INVESTMENTS IN EXPORT ENTERPRISES. Non-com-
pliance by any duly-registered export enterprise with Rule VI, Sections 3 and 4 above
shall be subject to the following sanctions:

a. For late submission of the required annual report -~

1st violation - written warning
2nd violation - basic fine of £1,000.00 and a daily finc of £50.00
3rd viclation —  basic fine of P2,000.00 and a daily finc of £100.00

Subsequent violations —  basic fine of £5,000.00

b. For the submission of fraudulent reports -

FINE
Partnership/ Sole
Corporation Proprictorship
Tst violation P100,000.00 £50,000.00
2nd violation £150,000.00 £70,000.00
3rd violation fine in an amount F100,000.00

not exceeding 1/2
of 1% of the total
Faid«in capital
put not more than
£5 million

Subsequent violations: Cancellation of registration granted
under the Act

The President and/or official /personnel of the partnership/ corporation respon-
sible for the submission of fraudulent reports shall be subject to the following sanc-
tions:

1st violation -
2nd violation -
3rd violation -

a fine of £50,000.00
a fine of £100,000.00
a fine of £200,000.00



¢. For non-submission of the required reports within twelve (12) months after
the taxable ycar, cancellation of the certificate of registration granted under the Act.

d. For failure of any duly-registered export enterprise to comply, without justi-
fiable reason, with the SEC or BTRCP order to increase its export to at least sixty
percent (60%) of total sales —

FINE
Partnership/ Sole
Corporation Proprietorship
1st violation £100,000.00 £50,000.00
2nd violation £150,000.00 £70,000.00
3rd violation fine in an amount £100,000.00

not exceeding 1/2
of 1% of the total
paid—in capital
but not more than
5 million

Subsequent violations: Cancellation of registration granted under the Act

The President and/or official / personnel of the partnership/ corporation respon-
sible in the failure to comply with the said SEC or BTRCP order shall be subject to the
following sanctions: :

1st violation -
2nd violation -
3rd violation -

a fine of £50,000.00
a fine of £100,000.00
a fine of £200,000.00

SECTION 2. COMPLIANCE WITH ENVIRONMENTAL STANDARDS. Any
industrial enterprise, regardless of nationality of ownership which fails to comply
with existing rules and regulations to protect and conserve the environment and
meet applicable environmental standards shall be subject to the sanctions as may be
provided for in the rules and regulations of the DENR.

SECTION 3. HEARING OF VIOLATIONS OF THE ACT. The SEC or BTRCP
shall adopt their respective rules and regulations for the purpose of conducting hear-
ings and investigations involving violations of the provisions of the Act and these
Implementing Rules and Regulations.

SECTION 4. OTHER GROUNDS FOR CANCELLATION. The following are
other grounds for the cancellation of the certificate of registration granted under the
Act:

a. Failure of a non-Philipping national intending to engage in the same line of

- business as an existing joint venture, in which he or his majority shareholder is a
- substantial partner, to disclose such fact and the names and addresses of the partners

in the existing joint venture in his application for registration with the SEC; or

b. Commission of any other fraudulent act.

SECTION 5. OTHER VIOLATIONS. Any other violations of the Act and these

Implementing Rules and Regulations shall be penalized in accordance with Section
14 of the Act.

RULE XIX. EFFECTIVITY

SECTION 1. These amended Implementing Rules and Regulations shall take
effect fifteen (15) days after publication in a newspaper of general circulation in the

- Philippines.

Notes:

1. R.A.7042 was signed into law on 13 June 1991 and became effective on 30 June 1991. Its IRR took effect
on 12 November 1991.

2. R.A. 8179 was signed into law on 28 March 1996 and becane effective on 15 April 1996. Its IRR took
effect on 30 July 1996.



MALACANANG
MANILA

EXECUTIVE ORDER NO. 362

SECOND REGULAR FOREIGN INVESTMENT NEGATIVE
LIST

WHEREAS, Republic Act (RA) 8179, which amends RA 7042 also known as the
Foreign Investments Act (FIA) of 1991, provides that the Regular Foreign Investment
Negative List (RFINL) shall consist only of Lists A and B;

WHEREAS, Scction 5, Rule VI of the amended Implementing Rules and Regu-
lations (IRR) of the FIA as amended, provides that each RFINL shall remain in force
only for two years;

WHEREAS, the first RFINL which took effect on 24 October 1994 shall expire on
23 October 1996;

WHEREAS, thereisa nced to formulate a second REINL to reflect amendments
made by RA 8179 and changes to Lists A and B as recommended by concerned
government agencies;

NOW, THEREFORE, I, FIDEL V. RAMOS, President of the Republic of the
Philippines, by virtue of the powers vested in me by the FIA of 1991 as amended, do
hereby order:

SECTION 1. Only investment areas/activities listed in “Annex A” hereof, also
known as the second Regular Foreign Investment Negative List, shall be reserved to
Philippine Nationals. The cxtent of foreign equity participation in these areas shall
be limited to the percentages indicated in the List.

SECTION 2. Any amendment to List A may be made at any time to reflect
changes instituted in specific laws while amendments to List B shall not be made
more often than once every two years, pursuant to Section 8 of the FIA as amended
and Rule VIII of its amended IRR.

SECTION 3. All orders, issuances, rules and regulations or parts thereof, which

- are inconsistent with this Executive Order are hereby revoked or modified accord-
ingly.

SECTION 4. This Executive Order shall take effect immediately after the end of
the effectivity of the first RFINL on 24 October 1996.

DONE in the City of Manila, this 20™ day of August in the year of our Lord,
Nineteen Hundred and Ninety Six.

(Sgd.) FIDEL V. RAMOS
President

By the President:

{Sgd.) RUBEN D. TORRES
Executive Secretary



"ANNEX A"

SECOND REGULAR FOREIGN INVESTMENT
NEGATIVE LIST

LIST A: FOREIGN OWNERSHIP IS LIMITED BY MANDATE OF THE
CONSTITUTION AND SPECIFIC LAWS

No Foreign Equity

1. Mass Media except recording (Article XVI, Section 11 of the Constitution;
PresidentialMemorandum dated 04 May 1994)

2. Servicesinvolving the practice of licensed professions save in cases prescribed
by law

a) Engineering
i.  Aeronautical Engincering
ii.  Agricultural Engincering
iii.  Chemical Engincering
iv.  Civil Engineering
v.  Electrical Engineering
'vi.  Electronics and Communication Engineering

vii, Geodetic Engineering
viii. Mechanical Engineering

ix. Metallurgical Engineering

X.  Mining Engineering

xi. Naval Architecture and Marine Enginecring
xii. ~ Sanitary Engincering

b) Medicine and Allied Professions

i. Dentistry
ii. Medical Technology
iii. Midwifery
iv..  Nursing
v.  Nutrition and Dictetics
vi. Optometry
vii. Pharmacy
viii. Physical and Occupational Therapy
ix. Radiologic and X-ray Technology
x.  Veterinary Medicine

¢) Accountancy

d) Architecture

e) Criminology

) Chemistry

g) Custom Brokerage

h) Environmental Planning
i) Forestry

j) Geology

k) Interior Design

1) Landscape Architecture
m)Law

n ) Librarianship

0) Marine Deck Officers
p) Marine Engine Officers
@ Master Plumbing

r) Sugar Technology

s) Social Work

t) Teaching

(Article XII, Section 14 of the Constitution; Section 1 of RA No. 5181)

3.

10.

Retail Trade (Section 1 of RA No. 1180)
Cooperatives (Chapter 111, Article 26 of RA No. 6938)

Private Security Agencics (Section 4 of RA No. 5487)

Small-scale Mining (Section 3 of RA No. 7076)

Utilization of Marine Resources in archipclagic waters, territorial sea, and
exclusive economic zone (Article X11, Section 2 of the Constitution)

Ownership, operation and management of cockpits (Section 5 of
Presidential Decree No. 449)

Manufacture, repair, stockpiling and/or distribution of nuclear weapons
(Article 11, Section 8 of the Constilution)!

Manufacture, repair, stockpiling and/or distribution of biological, chemi-
cal and radiological weapons (Various treaties to which the Philippines is
a signatory and conventions supported by the Philippines)!




Up to Twenty-Five Percent (25%) Foreign Equity

11.  Private recruitment, whether for local or overseas employment (Article
27 of Presidential Decree No. 442)

12. Contracts for the construction and repair of locally-funded public works
except:

a) infrastructure/development projects covered in RA No. 7718; and

b) projects which are foreign funded or assisted and required to un-
dergo international competitive bidding (Commonwealth Act No.
541; Presidential Decree 1594; Letter of Instruction 630; Section 2a
of RA No. 7718

Up to Thirty Percent (30%) Foreign Equity
13, Advertising (Article XVI, Section 11 of the Constitution)
Up to Forty Percent (40%) Foreign Equity

14.  Exploration, development and utilization of natural resources (Article XII,
Scction 2 of the Constitution)?

15.  Ownership of privatelands (Article XII, Section 7 of the Constitution; Chap-
ter 5, Section 22 of Commonwealth Act No. 141)

16.  Operation and managemeiit of public utilities (Article X1, Section 11 of
the Constitution; Section 16 of Commonwealth Act No.146)

17. Ownership/establishment and administration of educational institutions
(Article X1V, Section 4(2) of the Constitution)

18.  Engaging in the rice and corn industry (Presidential Decree No. 194)

19.  Financing companies regulated by the Securities and Exchange Commis-
sion (SEC) (Section 6 of RA No. 598()

20.  Contracts for the supply of materials, goods and commodities to govern-
ment-owned or controlled corporation, company, agency or municipal cor-
poration (Section 1 of RA No. 5183)

21.  Contracts for the construction of defense-related structures (e.g., land, air,
sea and coastal defenses, arsenals, barracks, depots, hangars, land-
ing fields, quarters and hospitals)(Commonwealth Act No. 541)

22.  Project proponent and facility operator of a BOT project requiring a pub .
lic utilities franchise(Article XII, Section 11 of the Constitution; Section 2a
of RA No. 7718)

23.  Private domestic construction contracts (Republic Act 4566; Article XT, - ©
Section 14 of the Constitution)

LIST B: FOREIGN OWNERSHIP IS LIMITED FOR REASONS OF
SECURITY, DEFENSE, RISK TO HEALTH AND MORALS AND
PROTECTION OF SMALL- AND MEDIUM-SCALE ENTERPRISES

Up to Forty Percent (40%) Foreign Equity

1. Manufacture, repair, storage, and/or distribution used in the manufacture
thereof requiring Philippine National Police (PNP) clearance:

B a) Firearms (handguns to shotguns), parts of firearms and ammunition there-
for, instruments or implements used or intended to be used in the manufac-
ture of firearms
b) Gunpowder
¢) Dynamite
d) Blasting supplies
e) Ingredients used in making explosives:
i. Cholorates of potassium and sodium
ii. Nitrates of ammonium, potassium, sodium barrium, copper (11), lead
(11), calcium and cuprite

iii. Nitric acid

iv. Nitrocellulose

v. Perchlorates of ammonium, potassium and sodium

vi. Dinitrocellulose
vii. Glycerol
viii. Amorphous phosphorus

ix. Hydrogen peroxide

x. Strontium nitrate powder

xi. Toluene
f) Telescopic sights, sniperscope and other similar devices (RA No. 7042 as
-~ amended by RA No. 8179)

,‘V“L"“Manufacmre, repair, storage and/or distribution of products requiring
partment of National Defense (DND) clearance:

)  Guns and ammunition for warfare
" Military ordnance and parts thereof (e.g., torpedoes, mines, depthcharges,
~ bombs, grenades, missiles)
~ Gunnery, bombing and firecontrol systems and components
<Guided missiles/missile systems and components
) Tactical aircraft (fixed and rotary-winged), parts and components thereof




f) Space vehicles and component systems

g) Combat vessels (air, land and naval) and auxilliaries

h) Weapons repair and mai.icenance equipment

i) Military communications equipment

j) Night vision equipment

k) Stimulated coherent radiation devices, components and accessories
1) Armament training device

(RA No. 7042 as amended by RA No. 8179)

f ANNEXII @i

Republic of the Philippines
Congress of the Philippines

0 Manil
3. Manufacture and distribution of dangerous drugs (RA No. 7042 as amended Metro Manila

by RA No. 8179)
FIRST REGULAR SESSION

4. Sauna and steam bathhouses, massage clinics and other like activities regu-
lated by law because of risk they impose to public health and morals (RA No. 7042
as amended by RA No. 8179)

Begun and held in Metro Manila on Monday, the twenty-—
fourth day of July, nineteen hundred and ninety—five.

5. Other forms of gambling, e.g., race track operation; (RA No. 7042 as amended
by RA No. 8179) :

[REPUBLIC ACT NO. 8179]

6. Domestic market enterprises with paid-in equity capital of less than the equiva-
lent of US$200,000 (RA No. 7042 as amended by RA No. 8179)

AN ACT TO FURTHER LIBERALIZE FOREIGN INVEST-
MENTS, AMENDING FOR THE PURPOSE REPUBLIC ACT NO.
7042, AND FOR OTHER PURPOSES

7. Domestic market enterprise which involve advanced technology or employ at
least fifty (50) direct employees with (minimum) paid-in-equity capital of less than
the equivalent of US$100,000 (RA No. 7042 as amended by RA No. 8179)

Be it enacted by the Senate and House of Representatives of the Philippines in Congress
~assembled:

. SECTION 1. Section 3, paragraph (a), of Republic Act No. 7042, otherwise known
“as the “Foreign Investments Act of 1991,” is hereby amended to read as follows:

“Sec. 3. Definitions. - as used in this Act:

a) the term Philippine national shall mean a citizen of the Philippines; or

a domestic partnership or association wholly owned by citizens of the Phil-
ippines; or a corporation organized under the laws of the Philippines of which
at least sixty percent (60%) of the capital stock outstanding and entitled to
vote is owned and held by citizens of the Philippines; or a corporation orga-
nized abroad and registered as doing business in the Philippines under the
Corporation Code of which one hundred percent (100%) of the capital stock
- outstanding and entitled to vote is wholly owned by Filipinos; or a trustee of
funds for pension or other employee retirement or separation benefits, where
. thetrusteeisa Philippine national and at least sixty percent (60%) of the fund
. will accrue to the benefits of Philippine nationals; Provided, That where a cor-
- poration and its non-Filipino stockholders own stocks in a Securities and
~Exchange Commission (SEC) registered enterprise, at least sixty percent (60%)

1 Domestic investments are also prohibited (Article 11, Section 8 of the Constitution; Conventions/Treaties.to which
the Philippines is a signatory)

2 Full foreign participation is allowed through financial or technical assistance agreement with the President (Ar-
ticle XII, Section 11 of the Constitution)

B\ANNEX.DOC Alberto A. Catangui




.

Exchange Commission (SEC) registered enterprise, at least sixty percent (60%)
of the capital stock outstanding and entitled to vote pf e.ach of both corpora-
tions must be owned and held by citizens of the Philippines and atlleast 60‘?0
of the members of the Board of Directors of each of both corporations must
be citizens of the Philippines, in order that the corporatior shall be consid-
ered a Philippine 1.ational.”

SECTION 2. Section 7 of Republic Act No. 7042 is hereby amended iv read as
follows:

“Sec. 7. Foreign Investments in Domestic Market Enterprises. —Non—lPhlhp-
pine nationals may own up to one hundred percent (100%).of domestic mir—
ket enterprises unless foreign ownership therein is prohibited or 11m.1tcd : y
the Constitution and existing laws or the Foreign Investment Negative List
under Section 8 hereof.” :

SECTION 3. Section 8 of the Foreign Investments Act of 1991 is hereby amended
to read as follows:

“Sec. 8. List of Investment Areas Reserved to Philippine'Natiqnals (Foreign
Investment Negative List). — The Foreign Investment Negative List shall have
two (2) component lists: A and B:

a) List A shall enumerate the arcas of activities reserved to Philippine
nationals by mandate of the Constitution and specific laws.

b) List B shall contain the areas of activities and enterprises regulated
pursuant to law:

1) which are defense-rclated activities, requiring prior clearance
and authorization from the Department of National Defense (DND) to
engage in such activity, such as the manufacture, repair, storage and/or
distribution of firearms, ammunition, lethal weapons, military ordnance,
explosives, pyrotechnics and similar mate‘rials; ux‘ﬂcss such mapgfactur—
ing or repair activity is specifically authorized, witha substantial e>.<pori
component, to a non-Philippine national by the Secretary of Nationa
Defense; or-

2) which have implications on public health and morals, such as
the manufacture and distribution of dangerous drugs; all forms of gam-
bling; nightclubs, bars, beer houses, dance halls, sauna and steam bath-
houses and massa ¢ clinics.

Small and medium-sized domestic market enterprises with pa g‘-;l—in eq-
uity capital less than the equivalent of Two hundred t‘housand,‘Ub dollars
(US$200,000) are reserved to Philippine nationals: Provided, Thatif: (1) they

and Technology, or (2) they employ at least fifty (50) direct employees, thena
minimum paid-in capital of One hundred thousand US dollars (US$100,000)
shall be allowed to non—Philippine nationals. B

' Amendments to List B may be made upon recommendation of the Sec-
retary of National Defense, or the Secretary of Health, or the Secretary of and
Education, Culture and Sports, endorsed by the NEDA, or upon recommen-

dation motu propio of NEDA, approved by the President, and promulgated
by a Presidential Proclamation.

The Transitory Foreign Investment Negative List established in Section
15 hereof shall be replaced at the end of the transitory period by the first
Regular Negative List to be formulated and recommended b§ NEDA, fol-
lowing the process and criteria provided in Sections 8 and 9 of this Act. The
first Regular Negative List shall be published not later than sixty (60) days
before the end of the transitory period provided in‘said section, and shall
become immediately effective at the end of the transitory period. Subse-
quent Foreign Investment Negative Lists shall become effective fifteen (15)
days after publication in a newspaper of general circulation in the Philip-
pines: Provided, however, That each Poreign Investment Negative List shall be

prospective in operation and shall in no way affect foreign investment exist-
ing on the date of its publication.

Amendments to List B after promulgation and publication of the first
Regular Foreign Investment Negative List at the end of the transitory period
shall not be made more often than once every two (2) years.

SECTION 4. The Foreign Investments Act is further amended by inserting a
w section designated as Section 9 to read as follows:

“Sec. 9. Investment Rights of Former Natural-born Filipinos. — For purposes
- of this Act, former natural-born citizens of the Philippines shall have the
~sameinvesiment rights of a Philippine citizen in Cooperatives under Repub-
i lic Aet No. 6938, Rural Banks under Republic Act No. 7353, Thrift Banks and
. Private Development Banks under Republic Act No. 7906, and Financing

‘Companies under Republic Act No. 5980. These rights shall not extend to
_activities reserved by the Constitution, including (1) the exercise of profes-
sion; (2) in defense related activities under Section 8 (b) hereof, unless spe-
 cifically authorized by the Secretary of National Defense; and (3) activities
overed by Republic Act No. 1180 (Retail Trade Act), Republic Act No. 5487
curity Agency Act), Republic Act No. 7076 (Small Scale Mining Act), Re-
ublic Act No: 3018, as amended (Rice and Corn Industry Act), and P.D. 449
Cockpits Operation and Management).”

TION 5 ‘The Foreign Investments Act is further amended by inserting a
n designated as Section 10 to read as follows:



new section designated as Section 10 to read as follows:

“Sec. 10. Other Rights of Natural Born Citizens Pursuant to the Provisions of
Article XII, Section 8 of the Constitution. -~ Any natural born gitizen who has
lost his Philippine citizenship and who has the legal capacity to enter into a
contract under Philippine laws may be a transferee of a private land up to a
maximum area of five thousand (5,000) square meters in the case of urban
land or three (3) hectares in the case of rural Jand to be used by him for busi
ness or other purposes. In the case of martried couples, one of them may
avail of the privilege herein granted: Provided, That if both shall avail of the
same, the total area acquired shall not exceed the maximum herein fixed.

In case the transferce already owns urban or rural land for business or
other purposcs, he shall still be entitled to be a transferee of additional urban
or rural land for business or other purposes which when added to those al-
ready owned by him shall not exceed the maximum areas herein authorized.

A transferce under this Act may acquire not more than two (2) lots which
should be situated in different municipalities or cities anywhere in the Phil-
ippines: Provided, That the total land arca thercof shall not exceed five thou-
sand (5,000) square meters in the casc of urban land or three (3) hectares in
the case of rural land for use by him for business or other purposes. A trans-
ferce who has alrcady acquired urban land shall be disqualified from acquir-
ing rural land and vice versa.

SECTION 6. The National Economic and Development Authority, in consulta-
tion with the Board of Investments, the Department of Trade and Industry and Secu-
rities and Exchange Commission, shall prepare and issue the necessary primer and
other information campaign materials regarding the Foreign Investments Act and
the amendments introduced thereto, with copics of said materials furnished all the
Philippine embassics, consulates and other diplomatic offices abroad and dissemi-
nated to Filipino nationals, former natural-born Filipino citizens, and foreign inves-
tors, within sixty (60) days after the effectivity hereof.

SECTION 7. The NEDA is hereby dirccted to make the necessary amendments ,

to the implementing rules and regulations of Republic Act No. 7042 in order to re-
flect the changes embodiced in this Act.

SECTION 8. Sections 9 and 10 of Republic Act No. 7042 and all references thereto
in said law are hereby repealed or modified accordingly. All other laws, rules and
regulations and /or parts thercof inconsistent with the provisions of this Act are hereby
repealed or modified accordingly.

SECTION 9. If any part or section of this Act is declared unconstitutional for any
reason whatsoever, such declaration shall not in any way affect the other parts or
sections of this Act.

SECTION 10. This Act shall take effect fifteen (15) days after publicétidn in
(2) newspapers of general circulation in the Philippines. ' B

Approved,
(sgd.) JOSE DE VENECIA, JR. (sgd.) NEPTALI A. CONZALES
Speaker of the House President of the Senate

of Representatives

This Act, which is a consolidation of Senate Bill No. 1399 and House Bill No.

;"222?9‘/9\,25 finally passed by the Senate and the House of Representatives on March

(sgd.) CAMILO L. SABIO (sgd.) HEZEL P. GACUTAN

Secretary General Sccretary of the Senate
House of Representatives

. Approved:

‘March 28, 1996

(sgd.) FIDEL V. RAMOS
President of the Philippines



