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REPUBLIC OF THE PHILIPPINES
DEPARTMENT OF TRADE AND INDUSTRY

ULATIONS OF
REPUBLIC ACT NO. 7652, OTHERWISE
KNOWN AS THE “INVESTORS’ LEASE ACT”

WHEREAS, on May 31, 1993, the Congress of the Philip-

" pines enacted the “Invastors® Lease-Act™ which was subsequently

" signed into faw by the President of the Philippines;

. WHEREAS, under SEC, 5/(2) in relation with SEC. 7(3) of
--said Act, the Department of Trade and [ndustry (DTI) has the man-

date to approve the area covered by lease agreement entered into
under the provisions of the “Investors’ Lease Act™;

. WHEREAS, under SEC. 6 of the same Acl‘1 the Secretary of
Trade and Industry, subject 1o conditions stated therein, is empow-

. ered to terminate any lease contract entered into under the provi-

sions thereof;
WEHEREAS, for the DTI, and other agencies concemned to

- properly implement said Act, there is a need to promulgate rules and
- regulations to clarify the intent and provisions thereof;

WHEREAS, Republic Act No. 7227, otherwise known as the
Bases Conversion and Development Act of 1992, empowers the Bases
Conversion and Development Autharity (BASECON)to own, hold
and/for administer specified military reservations. Further, the Subic

- Bay Metropolitan Authority (SBMA) and the Clark Development

Corporation (CDC).as the.operating and implementing arms of the
BASECOM, are mandated to exercise said powers over the lands
within the Subic Speclal Economic Zone and the Clark Spec:al Eco-
nomic Zone,

NOW, THEREFORE, for and in consideration of the forego-
ing premises, the following implementing rules and regulations are
hereby promulgated to implement the intent and provisions of Re-.
public Act No. 7652, otherwise known as the “Investors’ Lease Act”.

RULEI
DEFINITION OF TERMS

SECTION . For purposes of Republic Act No. 7652 and these
rules and regnlations -

(a) “Act” shall mean Republic Act No. 7652 also known as
the “Investors” Lease Act”.

(b) “Foreign Investor” shall mean an individual or juridical
entity not falling within the meaning of “Philippine national” as the
term is defined herein.

) “Philintine national™ chall mean a citizen of the Philin-

‘RULEII

APPLICABILITY

SECTION 1. Lang-term lease of private lands by fore:gn in-

vesiors shall be authorized only for purposes of and in connection
with_the establishment of industrial estate, factories, assembly or
processing plants, agro-industrial enterprises, land development for
toturism, industrial or commercial use and/or other similar priority
productive endeavors.

SEC. 2. "Privaig agricultural lands devoted to agricultural
activities, such as cultivation of soil, planting of crops, growing of
fruits and/or plantations, covered by the provisions of Republic Act
No. 6657, otherwise known as the Comprehensive Agrarian Reform
Law, {CARL}shall not qualify for the long term lease under this Act
and these rules and regulations.

The provisions of the preceding paragraph notwithstanding ,
private agricultural lands approved for conversion by DAR for non-
agricultural purposes and areas classified as non-agricuitural prior
to June 15, 1988 por town plans approved by the HLURR and which
will be devoted to the establishment of industrial estates, factories,
assembly or processing plauts, agro-"zhdustrial enterprises, land de-
velopment for industrial, or commercial use, tourism and other simi-
lar pricrity productive endeavors shall qualify for long term lease
under this act and these rules and regulations.

SEC. 3. Foreign investors with pre-existing lease agreements
entered into prior to the effectivity of the Act and which lease agree-
ments were entered into for any one or a combination of the purposes
stated in Section |, Rule IT herecf, may opt to be governed by this
Act and these rules and regulations, provided, however, that in no
case shall the total lease period, including that of the pre-exisiing
lease agreement, exceed a total of 75 years.

SEC. 4. Long-term lease of private lands for tourism projects

shall be limited to those involving investments of ot less than Five |

Million US Dollars {US$5,000,000.00), seventy percent (70% of
which must be infused into said project within three (3) years from
the signing of the lease agreement.

RULE III

AREA OF LEASE AND APPROVAL THEREOF

SECTION i. Any foreign investor investing in the Philippines
shall be dllowed to lease private lands which shall comprise such
area as may reasonably be required for the purpose of the invest-
ment, subject, however, to the Comprehensive Agrarian Reform Law
and the Local Government Code. The area of the leased private fand
as approved by the DTI or the BASECOM/CDC/SBMA shall be
used solely for the purpose of the investment.

a. Application letter signed by the owner(s) Iessor(s) and
the foreign investor/leasee signifying their intention toenter,

, into a long-term lease agreement under the provisions of "

Republic Act No. 7652;

b. A copy of the parties proposed long-term lease agreement
which, in addition ta other tarme and annadisfae. =0
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RULEV"

GROUNDS FOR TERMINATION OF LEASE
AGREEMENTS

SECTION 1. The Secretary of DTI or the Chairman-of
BASECON and/or the Managing Heads of its implementing arms,

whenever appropriate, may términate or cancel any lease agreement
entered into under the provisions of tge f}ct orthese rules and regu-
tation assigned or any of the foﬁbk@g’grounds

1. Failure by the lessors to initiate the investment project
within three (3) years from the signing of the lease agree-
ment; or

2. Wihdrawai of approved investinent;

3. Use of the leased-premises other than that authorized by
the DT or the BASECON/CDC/SBMA;

4. Violatiory by the parties of any provision of the Act ar
thess ru! L‘*"rn] reguiations.

RULE VI
SCHEDULE OF FEES

SECTION 1. The following fees shall be coilected by the DTI/
BOI: Previded, that the BASECON and its implementing arma such
as the CO}C and the SBMA may impese their own scheduie of fegs
on long term lease agreements covering lands under their manage-
ment and control.

{a) Fees for the appiication of original fong ‘erm lease con
tract 1/10 of 190 total capital, but not
lower thai Five Thousand Pesos
(P5,000.00} nor to exceed Fif-
teen Thousand Pesos

(P15,000.00)

For purposes of this sub-section, the term capital cost shail
mean capital in case of single proprietorship or partnership and au-
thorized capital in case of corporations and/or associations.

(b) Fees for renewal of the
long term lease contract

(c) Fees for the application
of transfers, assignment,
sub-lease and/or sale of

leasehold .Rights
acquired under this Act

(d) Fees for the amendment/
modification/reformation
of the original long term
[ease contract

P5,000.00.

P5,000.00.

P5,000.00.

RULE VII

SCHEDULE OF FINES .
Section I, thOut prejudlce to the provisions of Rule VIl of
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" . corporation i fts nofi-Filipino stockholders awnstock ina Securi-
ties and Exchange Cotnmission (SEC) registered enterprise, at least -

- e v sqpAranOn benefits; where the trustée 1saPlui~ )

:ppme ‘national and at least sixty per cent (60% of the fund will ac-
cfue to the benefit of Philippine nationals: Provided, That where a

sixty per cent (60%) of the capital stock outstanding and entitled to
vote of both corporations must be owned and heid by the citizens of
the Philippines and at least sixty per cent (60%) of the members of

. the Board of Directors of both corporations must be citizens of the

Philippines in order that the corporatlon shali be considered a Phil-
ippine national.

{d) “Private Lands” sha[I refer to those iands which have been
segregated from the general mass of the public domain and distrib-
uted by any form of grantuitous or onerous grant by the State, such

" -as but ot limited to, a deed of sale,Aadjustment title, special grant or

s

.. include within its meaning “science and technology par
as knowledge-based centers, set-up in proximity to scientific orin-
" dustriai communities such as university campuses, research insti-

possessory information title converted into a record of ownership.
The definition herein shall include patrimonial properties of the state
owned, held, controlled, supervised or managed by government-
owned or controlled corporations such as but not limited to the Ex-
port Precessing Zone Authority, the Phividec Industrial Authority,

the Bases Conversion armns, such as Clark Development Corpora- .

tion (CDC) and the Subie-Bay Metropolitan Authority (SBMA).
(e) “Industrial Estates” shall mean large and suitable tracts of
land which will be developed primarily for the use of a community
-of industries and provided with roads, water supply facilities, elec-

. trical facilities, communication facilities, sewage and drainage sys-

tems, and other infrastructures. The term “industrial estates” shall

* tutes, export processing zones or industrial estate areas providing
. means of technology transfer from research laboratories to industry.
- The term likewise includes within its purview lands under the con-
-. trol, supervision and management of EPZA, PHIVIDEC, and
" BASECON and its implementing arms, such as CDC and SBMA,
. intended for that purpose.

{f) “Priority Praductive Endeavors  shall refer tothie prefefred

- areas of activity listed in the Investments Priorities Plan (IPP) pre-
: pared by the Board of Investments in accordance with the provisions
:1 of Executive Order-No-226 otherwise known as the Omnibus In-

" vestment Code of 1987 as amended. Further, the term shall likewise

include endeavors certified by the BASECON/SBMAICDC EPZA

... or PHIVIDEC as preferred areas of activity.

{2) “Approved Investment” shall mean investment by a for—

elgn investors approved by govemment as ewdenced by any ofthe
- following:

_I tificate of Registration in case of a BO registered en-
rprise or Certificate of EPZA or PHIVIDEC registra-
_ tionor BASECON/CDC/SBMA reglstratlon or permit to

' operate. .
: 2 Bureau of Trade Regulatmn and Consumer Protection
¥ (BTRCP) Certificate of Registration for Sole Proprietor-
"shi p of SEC Certificate of Registration in case of invest-

" menis not registrable with the BOI but registrable under _

-the Foreign Investmerits Act of 1991;

3. Any other similar document purportlng to show govem- ’

- ment appmval of any busmess undenakmg inthe Phifip-
pines.

", desctibed

—+ « supurauun 25 10 the area of the premises to be leased;

“37A stipulationas to the purposz of the investment for . h
- which the long-term lease agreement :s bemg entered .

. Into;

- 4. A stipulation by the pames reeogmzmg the unequwo-
cal authority of the Secretary of DTI or the Chairman
of BASECON/and or the Managing Heads of CDC/

' SBMA whenever appropriate, to terminate or cancel
the long-term lease agreement if the investment project

s not initiated within three (3) years from the signing -

of the lease agreement or in case of withdrawal of ap-
proved investment or in case of use of the leased area
for purposes other than that authorized by the DTI or
the BASECON/CDC/SBMA or in case of violation by
the parties of any of the provisions of the Act and these
rules and regulations.
¢. DAR approval of land use conversnon of the leased area
into commercial and/or industrial use, whenever applicable.
d. Locational clearance from the City/Municipality or the
Housing and Land Use Regulatory Board pursuant to the
provisions of E.O. 72 dated March 25, 1993,

SECTION 3. The authority to evaluate, process, approve or
disapprove application for long term lease contracts over lands lo-
cated within the former US baselands or the special economic zones,
as provided for in R.A. 7227 and other pertinent presidential issu-
‘ances, is hereby delegated to BASECOM and its implementing arms,
such as the CDC and SBMA within their zonal jurisdiction. For pur-
poses of this provision any fong term lease agreement entered into

by the BASECON/CDC/SBMA as lessor with an investor for lease
of lands wihfin their zonaf jurisdiction shall be construed as ap-
proval of the long term lease agreement under the Act, rules and
regulations,

. SECTION 4, The DTI-BOI or the BASECON/CDC/SBMA
shall render its decision within twenty (20) working days after offi-
cial acceptance of the application. Where an application for leasehold

Tights is not acted upon by the DTI-BOI or the BASECON/CDC/

SBMA within the said period of time, the same shall be considered

_ automatically approved without prejudice to the imposition of usual
normal conditions, and limitations in respect to the use of the leased

property as provided for under Republic Act No, 7652,

RULE IV

i SALE, TRANSFER OR ASSIGNMENT OF
-LEASEHOLD RIGHTS

SECTION 1. The leasehold rights acquired under long-term

-lease contracts entered into pursuant to this Act may be sold, trans-

ferred, assigned, and/or sub-leased only with the prior approval of
the Secretary of DTI or the Chairman of BASECOM and/or the
Managing Heads of its implementing and limitations in respect to
the use of the lease property as provided for under the Act shall

continue to apply. Provided: that when the vendee, transferee, as- .
signee and or sub-lessee is a Philippine national, prior approval is-
not required, but notice thereof shall be made to the DTI Secretary:

or the Chairmian of BASECOM and/or the Managing Heads of its -

implementing arms (CDC/SBMA) whenever appropriate, within ten

{10) days from the date of sale, transfer, assrgnment andfor sub- -
lease of the leaschold right, . ‘

. for the sale, transfer, - =7 77 o
assignment and/or sub-lease "~ -

. _.ofleasehold rights under.this | TR
Act and these fules, EIB,OQ0.00 '
b) For failure to initiate -+~ " | Tl o
- theinvestmentproject . : -
" - within three (3) years v
from signing of the lease o Sl
agreement P100,000.00
¢} For withdrawal of the o
approved investment after
- the commencementofthe - .
project P 100,000.00

d) For use of leased premises
other than that authorized-
by DTI-BCI or BASECON/

CDC/SBMA P 106,000.00

RULE VI
PENALPROVISIONS -

SECTION 1. Penal Provision. - Any contract or agreement
made or executed in violation or any of the of the following prohib-
ited acts shall be null and void ab intio and both contracting parties
shall be punished by a fine of not less than One Hundred Thousand
Pesos (P 100,000) nor more than One Million Pesos (P [,000,060)
or imprisonment of six (6).amonths to 51X (6) years, or both, at the

_discretion of the Court: - -

F) Any provision in the lease agreement stipuianng a lease

period in excess of that provided in paragraph (1) Section 4 of Re- -

public Act No, 7652, otherwise khown as the Investor’s Lease Act.

2)Use of the leased premises for the purpose contrary to exist-
ing laws of the land, public order, public policy, morals, or‘good
customs;

3) Any agreement or agreements resulting in the lease of land
in excess of the area approved by the DTI or BASECON/CDC/
SBMA whenever appropriate: Provided, that, where the excess of
the totality of the area leased,is due-to the-acts of the lessee. the

lessee shall be held solely liable ﬂlcrefor Provided; Further That, In

the case of corporations, assomanons or partnership, the President

manager, director, trustee, or oﬁ' cers respons:ble forthe vivldtion -
hereof shall bear the criminal Itablllty -

RULEIX L
EFFECTIWTY

SECTION L. These rules a.nd regu!atlons shal[ take eﬁeet al"—
ter fifteen (15) days following publication thereof ina neuspaper
of general circulation in the Ph:hpplnes. . .

APPROVED.

29 November 1994.

- TOMAS L. ALCANTARA "
T deting Seerenary
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