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CONGRESS OF THE PHILIPPINES s f,
ELEVENTH CONGRESS
First Regular Session

SENATE :
S. No. 1220

(In substitution of S.Nos. 204 and 529)

PREPARED BY THE COMMITTEES ON BANKS, FINANCIAL INSTITUTIONS AND

' Currencies; TRADE AND COMMERCE; ECONOMIC AFFAIRS;:  AND

CONSTITUTIONAL AMENDMENTS, REVISIONS OF CODESAND ; LAWS

wiTH SENATORS OsMENA III, Roco, AND MAGSAYSAY, JR. AS
AUTHORS '

THE SECURITIES ACT OF 1998

Be it enacted by the Senate and House of Representatzves of the
thhppmes in Congress assembled:

—

CHAPTER'I
Title and Definitions
| SECTION 1. Title. - This Act shall be known as “The Securities
Act of 1998”. - |
SEC. 2. Declaration of State Policy. - It is hereby declared to
be the policy of the State to encourage private corporations to broaden
the base of their ownership, to enhance a socially conscious-free

market that regulates itself, to promote the development of a capital
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market and encourage the widest participation of ownership and
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democratization of wealth, to favor publicly-listed corporations, and to

minimize if not totally eliminate insider trading and other manipulative
devicés which creat;a distortions in the free market.

‘To achieve these ends, the Securities Act of 1998 is hereby
enacted, to be administered by a more efficient and strengthened
Securities and Exchange Commission, hereafter the Commission.

SEC. 3. Definitions . - For purposes of this Act, unless the
context otherwise requxres )

3. 1 ”Securities” are shares, partxclpatlon or interests in a
corporatlon or in a commercial enterprise or proﬁt—makmg venture and -
evidenced by a certificate, contract or instrument. It mcludes

a) Shares of stock, bonds, debentures, notes, evidences of
indebtedngss, asset-backed sécurities;

b) investment contracts, certificates of interest or participation in
a proﬁt sharmg agreement, certxﬁcates‘ of deposit for a future
subicnptlon, «

’ ¢) Fractional undivid_qd interests in oil, gas or other mineral -
rights;

fi) Derivatives like option ar;d warrants;

€) ‘Certiﬁcates of assignments, certificates of participation, trust
certificates, voting trust certificates or similar instruments;

f) Proprietary or non proprietary membership certificates in
corporations; and

g) Other instruments as may in the future be determined by the

Commission.
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3.2 “Issuer” is the originator, maker; obligor, or creator of the .

security.

3.3 “Dealer” means any person who buys and sells secx%rities for
his own account in the ordinary course of business and holdfé himself
out as such. .

-3.4 “Salesman” is a natural person, employed as suchf or as an
agent, a dealer, issuer or broker to buy and sell securities.

3.5 “Broker” is a person engaged in the business of bliying and
selling securities for the account of others. '

3.6. “Clearing Agency” is any person who acts as an intérmediary
in making ?ayments or deliveries or both in connection with
transactions in securities, to provide facilities for compariso;n of data
respecting the terms of settlement of securities transactions. éuch term
may also include a securities depository. ’

3.7. “Transfer agent” means any person who engages‘ én behalf
of an issuer of securities or on behalf of itself as an issuer of securities
in: (a) countersigning such securitiés upon issuance; (b) monitoring the
issuance of such securities with a view to preventing unaixthorized
issuance; (c) registering the transfer of such securities; (d) exchanging
or converting such securities; or (e) transferring record ownership of
securities by bookkeeping entry.

3.8. “Underwriter” means any person who is licensed to
guarantee on a firm commitment basis the distribution and sale of

securities of any kind by another company.

3.9. “Promoter” refers to any person who, acting alone or in

eS?
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conjuﬁction with one or more persons, directly or indirectly, takes .
initiative in founding and organizing the business or enterprise of the
issuer and /or in co'nnection therewith, directly or indirectly receives
consideration in services or property

3.10. “Prospectus” refers to the document made by §r on behalf
of an issuer, underwriter or dealer to sell or offer for sale securities
offered to the public through a registration statement filed with the
Commission. .

A3.11. “Registration statement” refers to the application for the |
recording of securities required to be filed with the Commissioh

3.12. “Associated person of a broker or dealer” means any
employee thgreof who directly exercises control or supervisory
authority, but does not include a salesman, or an agent or a person
whose functions are solely clerical or ministerial.

3.13. “Self-regulatory organization” means any securities
exchange, clearing or depository agency or other securities-related
organization or association so organized which has the capacity to
comply with and enforce compliance from its fnembgrs, with the
provisions of this Act or rules and ;egulations promulgated thereunder
and the x:ules of the organization, including the imposition of sanction
for violatiovn thereof.

3.14. “Pre-Need Plans” refers to contracts which provide for the
performance of future services or the payment of future monetary
considerations at the time of actual need, for which planholders pay in

cash or installment at stated prices, with or without interest or
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‘the foregoing insiders.

.

insurance coverage and includes life, pension, education, interment,-
],

and other plans which the Commission may from time to timelxapprove
,,
3.15. “Securities account” refers to the record of transactlons

kept by a securities intermediary for and in behalf of anothe‘g‘ person.

3.16. “Securities intermediary” refers to a registerediE clearing

agency or a person registered or licensed by the Commission to

maintain securities accounts for others, or a bank that in thekordinary
l

course of business undertakes to maintain such accounts fqr others.

3.17. “Uncertlﬁcated security” means a security that is not
N h
evidenced by a physical title. - ;

3.18. “Insider” means: (a) the issuer; (b) a director or c;fﬁcer (or
person performing similar functions) of, or a person controlhng the
issuer; (c) a person whose relationship or former relatlonshlp to the
issuer gives or gave him access to material information about the issuer
or the security that is not generally available to the public|;; or (d) a
person who learns such information by a communication fro?m any of

The terms not otherw1se defined under this Act shall be
construed in their usual and commonty understood trade, ,busmess

u

commercial or investment meaning, y
SEC. 4. Administrative Agency. - '

4.1. This Act shall be administered by the Commisé:ion as a
collegial body. The Chairman, as chief executive ofﬁceir of the

Commission, shall execute and administer the policies, decisions, orders

and resolutions approved by the Commission and shall have the

65%
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general executive control, direction and supervision of the work and .

operation of the Commission and of its members, bodies, boards,
offices, personnel a;ld all its administrative business. In carrying out
any of its functions, he shall be governed by the general policies of the
Commission and by such regulatory decisions, findings and
determinations as the Commission may be authorized by law to make.

4.2. The salary of the Chairman and the Associate Commissioners
shall be fixed by the President of the Philippines at a sum commensurate
to the importance and responsibilities éttached to position.

4.3. a) There shall be a Secretary appointed by the Commission,
who shall be of equal rank or level with that of a Director of a
Department and shall be the recorder and official reporter of the
proceedings of the Commission and shall have the authority to
administer oaths in all matters coming under the jurisdiction of the
Commission.

b) There shall be an Executive Director appointed by the
Commission who shall be responsible for the effective implementation
of the policies, rules and standards promulgated by the Commission,
to coordinate and supervise the a.ctivities of the different operating
units; to‘report to the Chairman on the operations of such units; to
monitor the fund-raising activities and financial operations of non-profit
foundations and organizations; and to perform such functions as may
be assigned to him by the Chairman énd/or by the Commission. .

4.4, The Commission shall hold meetings en banc for the conduct

of business as often as may be necessary at such times as the Chairman

Lo
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may fix or such number of Commissioners constituting a quorum shall -

request. The notice of the meeting shall be given to all Comrﬂissioners
and the presence of at least three (3) Comimissioners shall cox;mtitute a
quorum. In the absence of the Chairman, the most senior Comissioner
shall act as presiding officer of the meeting. .

4.5. a) The Commission en banc may delegate for puzj)oses of
efficiency, any of its functions to any department or ofﬁc,fé of the
Commission, an individual commissioner or staff membejr of the
Commission except its review or appeilate authority and its iaower to
adopt, alter and supplement any rule or regulation.

b) The delegation of functions, notwithstanding as prévided in
paragraph a) of Subsection 4.5 hereof, the Commission, en banc, shall

retain the “discretionary power to review upon its own initiative or upon

the petition of any interested party any action of any depaftment or

office, individual Commissioner, or staff member of the Commission.

The vote of one (1) Commissioner shall be sufficient to bring zany such
action before the Commission, en banc, for review. |

If no review is sought within the prescribed time or the
Commission, en banc, declinés to exercise review, the action taken
pursuant to delegated authority shall for all purposes be deemed the
action of the Commission. |

4.6. The Chairman may upon application by a party at a!my stage
of the action or proceeding before ‘the Commission prior to judgment

or final order, issue a temporary restraining order to restrain the

Commission, or continuance of the act or acts complained of, or require

66!
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the performance of an act or acts: Provided, That such temporary .

restraining order shall be issued only in urgent cases where the
Commission, en banc, cannot be immediately convened and where it is
necessary to prevent irreparable damage to legitimate investors.

The temporary restraining order issued by the Chairman shall be

. effective for a period of ten (10) days from its issuance unless ratified

by the Commission, en banc, within said period, in which case, it shall
be effective for a period of: twenty (20) days.

In no event shall the temporary restraining order be issued by
the Chairman unless the party applying for the same shall post a bond
in such amount as may be sufficient to compensate the party against
whom it is issued for any damage he may suffer.

4.7. The Commission shall provide for its organization and staff
of officers and employees and upon recommendation of the
Chairman, fix their renuneration and othér emoluments. All positions
in the Commission shall be governed by the Civil Service law and by
the compensation, position classification systems and qualifications
standards approved by the Commission based on a comprehensive job
analysis of actual duties and respo;xsibilities. The Commission shall,
therefore‘, be exempt from existing laws, rules, and regulations on
compensation, position classification and qualification standards. The
Commission shall however, endeavor to make its system conform as
closely as possible with the principles under the Compensation and
Position Classification Act of 1989 (Republic Act No. 6758, as

amended).
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4.8. The Commission shall acf with transparency and sh{all have
the power to promulgate rules, regulations. orders, and opini;ons as it
may consider appropriate in the public interest or for the protiﬁaction of
investors to enforce the intent, purposes and policies of the p;ovisions
of this Act. The Monetary Board of the Bangko Sentral ng Pilipinas
shall, however, have the power to promulgate its own rule?s on the
monetary and credit aspects of securities issuances. i"‘

CHAPTER I
Registration of Securities .

SEC. 5. Requirement of Registration of Securities. -

5.1. No securities shall be sold or offered for sale or dis%tribution
within the Philippines, unless a registration statement registering the

securities to be offered has been filed with the Commission !zind is in

effect. ;

5.2. No securities required to be registered puréuant to
Subsection 5.1 shall be sold unless prior to such sale infonﬁation on
the securities, in such form and with such substance as the Commission
may prescribe, is made available to each prospective purchaéer.

5.3. The Commission may permit securities requiréd to be
registered under Subsection 5.1 to be offered for sale after thei filing of
a registration statement for such securities, but prior to its effectivity,
upon such terms and conditions as the Commission may prescribe:
Provided, however, That no offer for sale under this subsection shall
be made by means of any written communication except a preliminary

prospectus conforming in form and content to requirements for

63
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preliminary prospectuses which the Commission may prescribe except
for institutional investors.

5.4. The Comr;lission may specify the terms and conditions under
which any written communication, including any summary prospectus,
shall be deemed not to constitute an offer for sale under this Section.

5.5. A record of the registration of securities shall be kept in a
Register of Securities in which shall be recorded orders entered by the
Commission with respect Eo such securities. Such register and all
documents or information with respect to the securities registered
therein shall be open to public inspection at reasonable hours on
business days.

5.6 The Commission, in a decision made en banc, may audit the

financial statements, assets and other information of a firm applying for

registration of its securities whenever it deems the same necessary to
insure full disclosﬁre or to protect the interest of the investors and the
public in general.

SEC. 6. Exempt Securities. -

6.1. The requirement of registration under Subsection 5.1 shall not
as a general rule apply to any of tile following classes of securities:

a) ;\ny security issued or guaranteed by the Government of the
Philippines, or by any political subdivision or agency thereof, or by any
person controlled or supervised by, and acting as an instrumentality of
said Government.

b) Any security issued or guaranteed by the government of any

country with which the Philippines maintains diplomatic relations, or by

44
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any state, province or political subdivision thereof on the basis of
reciprocity: Provided, That the Commission may require compliance
with the form and content of disclosures the Commissl‘ion may
prescribe. '

c) Certificates issued by a receiver or by a trustee in baj'nkruptcy
duly approved by the court. :

d) Any security or its derivatives the sale or transfer of which,
by law, is under the supervision and regulation of the Ofﬁcf:e of the
Insurance Commission, Housing and Laﬁd Use Regulatory Board, the
Bangko Sentral ng Pilipinas, ot the Bureau of Internal Rev?enue.

6.2. The Commission may, from time to time and subject to such
terms and conditions as may be prescribed after public hearing, add to
the foregoing any class of securities if it finds that the enforcement of
this Act with respect to such securities is not necessary in tﬁe public
interest and for the protection of investors. ‘

SEC. 7. Exempt Transactions. -

7.1. The requirement of registration under Subsection 5.1 shall not
apply to the sale of any security in any of the following transactions:

a) At any judicial sale, or sale by an executor, administrator,
guardian or receiver or trustee in insolvency or bankruptcy.’

b) By or for the account of a pledge holder, or mortgagee or any
other similar lien holder selling or offering for sale or delivery in the

ordinary course of business and not for the purpose of avoiding the

provisions of this Act, to liquidate a bona fide debt, a security pledged

in good faith as security for such debt.
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¢) An isolated transaction in which any security is sold, offered
for sale, subscription or delivery by the owner thereof, or by his
representative for tile owner’s account, such sale or offer for sale,
subscription or delivery >not being made in the course of repeated and
successive transactions of a like character by such owner, or on his
account by such representative and such owner or representative not
being the underwriter of such security. |

d) The distribution ‘t;y a corporation, actively engaged in the
business éuthorized by its articles of incorporation, of securities to its
stockholders or other security holders as a stock dividend or other
distribution out of surplus.

e) The sale of capital stock of a corporation to its own
stockholders exclusively, where no commission or other remuneration
is paid or given directly or indirectly in connection with the sale of such
capital stock. ,

f) The issuance of bonds or notes secured by mortgage upon real
estate or tangible personal property, where the entire mortgage together
with all the bonds or notes secured thereby are sold to a single
purchaser at a single sale. .

g) The issue and delivery of any security in exchange for any
other security of the same issuer pursuant to a right of conversion
entitling the holder of the security surrendered in exchange to make
such conversion: Proyided, That the security so surrendered has been

registered under this Act or was, when sold, exempt from the provisions

of this Act, and that the security issued and delivered in exchange, if

bbk
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sold at the conversion price, would at the time of such conve;sion fall

within the class of securities entitled to registration under fhis Act.

Upon such conversion the par value of the security surrerfdered in

such exchange shall be deemed the pfice at which the securities issued
.

and delivered in such exchange are sold."

h) Broker’s transactions, executed upon customer’s orders, on

- any registered Exchange or other trading market. ‘

i) Subscriptions for shares of the capital stock of a corporation
prior to. the incorporation thereof or in pursuance of an incre?se in its
authorized capital stock under thie Corporation Code, when no expense
is incurred, or no commission, compensation or remuneration is paid or
given in connection with the sale or disposition of such securities, and
only when the purpose for soliciting, giving or taking ‘of such
subscriptions is to comply with the requirements of such law as to the
percentage of the capital stock of a corporation which lsfxould be
subscribed before it can be registered and duly incorporated, or its
authorized capital increased. ‘

j) The exchange of securities by the issuer with its. existing
security holders exclusively, where no commission or other
remuneration is paid or given directly or indirectly for soliciting such
exchange.

k) The sale of securities by an issuer to fewer than twenty (20)
persons in the Philippines during almy twelve-month period.

1) The sale of securities to any number of the following qualified

buyers:

Lb7



W 3 oy o

11
12
13
14

15

16
17
18
19

21

%

L . -14-

(i) Bank;

(ii) Registered investment house;

(i) Insurancé company;

(iv) Pension fund or retirement plan maintained by the
Government of the Philippines or any political subdivision thereof or
managed by a bank or other persons authorized by the Bangko Sentral
to engage in trust functions;

(v) Investment com];any; or

(vi) Such other person as the Commission may by rule determine
as. qualified buyeré, on the basis of such factors as financial
sophistication, net worth, knowledge, and experience in financial and
business matters, or amount of assets under management.

7.2. The Commission by rule may, from time to time and subject
to such terms and conditions as it may prescribe, exempt transactions
other than those provided in the preceding subsection, if it finds that
the enforcement of the requirements of registration under this Act with
respect to such transactions is not necessary in the public interest and
for the protection of the investors such as by reason of the small
amount involved or the limited chi;racter of the public offering.

7.3‘. Any person claiming any exemption under this Section, shall
file with the Commission a notice identifying the exemption relied upon
on such form and at such time as the Commission by rule may prescribe
and with such notice shall pay to the Commission a fee equivalent to
one-tenth (1/10) of one per centum (1%) of the maximum aggregate

price or issued value of the securities.
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SEC. 8. Commodity Futures Contracts. - Notwithstaleding the
provisions regarding exemptions, commodity futures contractf;ﬁ may be
registered or otherwise regulated, and futurés commission rilerchant,

futures brokers, floor brokers, pool operators and advisors licensed and

. supervised in accordance with the rules and regulations that shall be

promulgated in the public interest and for the protection of i'Finvestors
by the Commission, with the approval of the Monetary ijBoard of
Bangko Sentral ng Pilipinas. Such rules and regulations ma;!l, among
other "chings provide for the establishmént and maintenance by futures
commission merchants, futures ‘brokers, floor brokers, pool 6perators
and advisors of bank accounts exclusively for margin deposit of and/
or other receipts from customers, the monitoring of withdrav;rals from
such account through periodic reports and/or examinaiion, the
requirerhent that at least one of the signatories to the fund witfhdrawals
from such account must a Filipino citizen and a residéht of the
Philippines, the posting by futures commission merchantsj, futures
brokers, floor brokers, pool operators and advisors of a bdnd in an
amount sufficient to meet possible claims against them, taking into
account the volume of margin depdsits held by them, the establishment
of a common compensaﬁon fund to be contributed by all futures
commission merchants, futures brokers, floor brokers, pool Pperators
and advisors and subject to the control and supervisioﬁ of the
Commission, and the registratioﬁ and use by fl'utures commission
merchants, futures brokers, floor brokers, pool operators and, advisors

of official receipts to evidence commissions received by them from

]
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customers. However, the Commission shall, after proper notice and
opportunity for hearing, prohibit transactions with respect to all or

specified commodity futures contract if it shall find that such

¢ transactions are mainly speculative in nature such that they may take

the form of gambling or will be inimical to the economic interest of the
country or may cause grave or irreparable injury or prejudice to the
investing public.

SEC. 9. Procedure f<;r Registration of Securities. -

9;1. All securities required to be registered under Subsection
5.1 shall be registered through the filing by the issuer in the main office
of the Commission, of a sworn registration statement with respect to
such securities, in such form and containing such information and
documents as the Commission shall prescribe. The registration
statement shall include any prospectus required or permitted to be
delivered under Subsections 5.2, 5.3 and 5.4.

9.2. In promulgating rules governing the content of any
registration statement (including any prospectus made a part thereof or
annexed thereto), the Commission may require the registration
statement to contain the inform;xtion or documents described in
Schedulé A appended to this Act, may dispense with any such
requirement, or may require additional information or documents,
including written information from an expert, depending on the
necessity thereof or their applicability to the class of securities sought
to be registered.

9.3. The information required for the registration of any kind,

b7
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and all securities, shall include, among others, the effect of the
securities issue on ownership, on the mix of ownership, especially
foreign and local 6wnership.

9.4. The registration statement shall be signed by the issuer, its

_principal executive officer, its principal operating officer, its principal

financial officer, its comptroller or principal accounting officer, a
majority of members of its board of directors, or persons performing
functions similar to any of the foregoing. The written consent of the
expert named as having certified any part of the registration statement

or any document used in connection therewith shall also be filed.

" Where the registration statement includes shares to be sold by selling

shareholders, a written certification by such selling shareholders as to
the accuracy of any part of the fegistration statement contributed to by
such selling shareholders shall also be filed.

9.5. a) Upon filing of the registration statement, the i‘ssuer shall
pay to the Commission a fee of not more than one-tenth (1/10) of one
per centum (1%) of the maximum aggregate price at which such
securities are proposed to be offered.

b) Notice of the filing of the registration statement shall be
immediately published by the issuer, at its own expense, in two (2)
newspapers of general circulation in the Philippines, once a . week for
two (2) consecutive weeks, or in such other manner as the Commission
by rule shall prescribe, reciting that a registration statement for the sale

of such security has been filed, and that the aforesaid registration

statement, as well as the papers attached thereto are open to inspection

7/
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at the Commisston during business hours, and copies thereof,
photostatic or otherwise, shall be furnished to interested parties at
such reasonable ché\rgc as the Commission may prescribe.

9.6. Within forty-five (45) days after the date of filing of the
registration statement, or by such later date to which the issuer has
consented, the Commission shall declare the registration statement
effective or rejected, unless the applicant is allowed to amend the
registration statement aé provided in Section 10 hereof. The
Comimzission shall enter an order declaring the registration statement to
be effective if it finds that the registration statement together with all
the other papers and documents attached thereto, is on its face
complete and that the requirements have been complied with. The
Commission may impose such terms and conditions as may be
necessary or appropriate for the protection of the investors.

9.7. Upon effectivity of the registration statement, the issuer shall
state in every prospectus that such effectivity shall not be deemed a
finding by the Commission that the registration statement is true and
accurate on its face or that it does not contain an untrue statement of
fact or omit to state a material ifact, or be held to mean that the
Commis‘sion has in any way recommended, endorsed or given approval
to the security included in the registration statement. It shall be
unlawful to make, or cause to be made, to any prospective purchaser
any representation contrary to the foregoing.

9.8. The Commission, for the guidance of investors, may require

the issuer to submit the security for rating by rating agencies accredited

5k
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by the Commission and to include such rating in the reéistralion
statement and prospectus.

SEC. 10. Rejection and Revocation of Registration of
Securities. - “

10.1. The Commission may, after due notice and hearing, reject a
registration statement and refuse registration of the .security
thereunder, or revoke the effectivity of a registration statemenit and the
registration of the security thereunder by issuing an order to such
effect, setting forth its findings in respect thereto, if it finds that:

a) The issuer:

(i) Has been judicially declared insolvent;

(ii) Has violated any of the provisions of this Act, {the rules
promulgated pursuant thereto, or any order of the Commission of which
the issuer has notice in connection with the offering for which a
registration statement has been filed; ‘

(iii) Has been or is engaged or is about to engage in fraudulent
transactions; '

(iv) Has made any false or misleading representation of material
facts in any prospectus concerning the issuer or its securities;

(v) Has failed to comply with any requirement that the
Commission may impose aé a condition for registration of the security
for which the registration statement has been filed; or

b) The registration statement is on its face incomplete or

inaccurate in any material respect or includes any untrue statement of

a material fact or omits to state a material fact required to be stated
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therein or necessary to make the statements therein not mislcading; or

c¢) The issuer, any officer, director or controlling person of the
issuer, or person pc;'forming similar functions, or any underwriter:

(1) Has been convicted, by a competent judicial or administrative
body, upon plea of guilty, or otherwise, of an offense involving moral
turpitude, fraud, embezzlement, counterfeiting, theft, estafa,
misappropriation, forgery, bribery, false oath, or perjury, or of a
violation of securities, con'mlodities, banking, real estate, insurance,
mining, investment and other related laws; or

(i) Is enjoined or restrained by the Commission or other
competent judicial or 4administrative body from engaging in securities,
commodities, banking, real estate, insurance, mining, investment and
other related laws or from willfully violating laws goveming such
activities; or

(iii) Is subject tg an Order of the Commission or other competent
judicial or administrative body refusing, revoking or suspending any
registration, license or other permit required under this Act, the rules
and regulations promulgated thereunder, or any other law, to engage
in any activity involving securities,~ commodities, banking, real estate,
insurancé, mining, investment or other related activities;

(iv) Is subject to an order of a self-regulatory organization
suspending or expelling him from membership or participation therein
or from association with a member or participant thereof;

(v) Has been found by final Order of the Commission or other

competent judicial or administrative body to have willfully violated any

e
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provisions of securities, commodities, banking, real estate, insurance,
mining, investment or other related laws, or have willfully aided,
abetted, counseled, commanded, induced or procured such violation.

For purposes of this subsection, the term “competent judicial or
administrative body” shall include a foreign court of competent
Jurisdiction and a foreign financial regulator.

10.2. The Commission may compel the production of all the books
and papers of such issuer, and may administer oaths to, and examine
the officers of such issuer or any other person connected therewith as
to its business and affairs, and may also require the financial statements
of any such issuer to be certified to by an independent certified public
accountant.

10.3. If any issuer shall refuse to permit an examination to be made
by the Commission, its refusal shall be ground for the refusal or
revocation of the registration of its securities. ‘

104, If the Commission deems it necessary, it may issue an Order
suspending the offer and sale of thé securities pending any
investigation. The Order shall state the grounds for taking such action,
but such Order of suspension although binding upon the persons
notified thereof, shall be deemed confidential, and shall not be
published. Upon the issuance of the Suspension Order, no further offer
or sale of such security shall be made until the same is lifted or set aside
by the Commission. Otherwise, such sale shall be void.

10.5. Notice of issuance of such Order shall be given to the issuer

and every dealer and broker who shall have notified the Commission
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of an intention to scll such sccurity.

10.6. A registration statement may be withdrawn by the issuer
only with the consént of the Commission.

SEC. 11. Amendments to the Registration Statement. -

11.1. If a registration statement is on its face incomplete or

‘inaccurate in any material respect, the Commission shall issue an Order

directing the amendment of the registration statement. Upon
compliance with such Ox'déx', the amended registration statement shall
become effective in accordance with the procedure mentioned in
Subsection 9.5 hereof.

11.2. An amendment filed prior to the effective date of the
registration statement shall recommence the forty-five (45) day period
within which the Commission shall act on a registration statement. An
amendment filed after the effective date of the registration statement
shall become effective only upon such date as determined by the
Commission.

11.3. If any change occurs in the facts set forth in a registration
statement, the issuer shall file an amendment thereto setting forth the
change. .

11.'4. If, at any time, the Commission finds that a registration
statement contains any false statement or omits to state any fact
required to be stated therein or necessary to make the statements
therein not misleading, the Commission may conduct an examination,
and, after due notice and hearing, issue an Order suspending the

effectivity of the registration statement. If the statement is duly
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amended, the Suspension Order may be lifted.

11.5. In making such examination the Commission or any officer

" or officers designated by it may administer oaths and affirmations and

sfxall have access to, and may demand the production of, any books,
records or documents relevant to the examination. Failure of the issuer,
underwriter, or any other person to cooperate, or his obstruction or
refusal to gndergo an examination, shall be a ground for the issuance
of a Suspension Order. ‘

SEC. 12. Suspension of Registration. -

12.1. If, at any time, the information contained in the registration
statement filed is or has become misleading, incorrect, inadequate or
incomplete in any material respect, 6r the sale or offering for sale of the
security registered thereﬁnder may work of tend to work a fraud, the
Commission may require from the issuer such further information as
may in its judgment be neceséary to enable the Commission t‘o ascertain
whether the registration of such security should be revoked on any
ground specified in this Act. The Commission may also suspend the
right to sell and offer for sale such security pending further
investigation, by entering an order specifying the grounds for such

action, and by notifying the issuer, underwriter, dealer or broker known

‘as participating in such offering.

12.2. The refusal to furnish information required by the
Commission may be a ground for the issuance of an Order of
Suspension pursuant to Subsection 12.1. Upon the issuance of any

such Order and notification to the issuer, underwriter, dealer or broker
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known as participating in such offering, no further offer or salc of any
such security shall be made until the same is lifted or set aside by the
Commission. Othe'rwise, such sale shall be void.

12.3. Upon issuance of an Order of Suspension, the Commission
shall conduct a hearing. If the Commission determines that the sale of
any security should be revoked, it shall issue an Order prohibiting sale
of such security.

 Until the issuance of .a final Order, the suspension of the right to
sell, though binding upon the persons notified thereof, shall be deemed
confidential, and shall not be published, unless it shall appear that the
Order of Suspension has been violated after notice. If, however, the
Commission finds that the sale of the security will neither be fraudulent
nor result in fraud, it shall forthwith issue an Order revoking the Order
of Suspension, and such security shall be restored to its status as a
registered security as, of the date of such Order of Suspénsion.

CHAPTER 1II
Regulation of Pre-Need Plans

SEC. 13. Pre-Need Plans. - No person shall sell or offer for sale
to the public any pre-need plan e;(cept in accordance with rules and
regulatic;ns which the Commission shall prescribe. Such rules shall
regulate the sale of pre-need plans by, among other things, requiring
the registration of pre-need plans, licensing persons involved in the
sale of pre-need plans, requiring disclosures to prospective plan
holders, prescribing advertising guidelines, providing for uniform

accounting system, reports and record keeping with respect to such
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plans, imposing capital, bonding and other financial responsibility, and
establishing trust funds for the payment of benefits under such plans.
CHAPTER 1V
Reportorial Requirements
SEC. 14. Periodic and Other Reports of Issuers. -
. 14.1. Bvery issuer satisfying the requirements in Subsection 14.2

hereof shall file with the Commission:

a) Within one hundred thrity-five (135) days, after the end of the
issuer’s fiscal year, or such other time as the Commission may

prescribe, an annual report which shall include, among others, a balance

. sheet, profit and loss statement and statement of cash flows, for such

last fiscal year, certified by an independent certified public accountant,
and a management discussion and analysis of results of operations;
and

b) Such other periodical reports for interim fiscal p‘eriods and
current reports on significant developments of the issuer as the
Commission may prescribe as necessary to'keep current information on
the operation of the business and financial condition of the issuer.

14.2.The reportorial requirements of Subsection 14.1 shall apply
to the following:

a) An issuer which has sold a class of its securities pursuant to
a registration under Section 9 hereof: Provided, however, That the
obligation of such issuer to file feports shall be suspended for any

fiscal year after the year such registration became effective if such

issuer, as of the first day of any such fiscal year, has less than one
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hundred (100) holders of such class of securities or such other number
as the Commission shall prescribe and it notifies 'thc Commission of
such; '

b) An issuer with a class of securities listed for trading on an
Exchange; and

c) An issuer with assets of at least Fifty million pesos
(P50,000,000.00) or such other amount as the Commission shall
prescribe, and having Two hundred (200) or more holders each holding

at least One hundred (100) shares of a class of its equity securities:

Provided, however, That the obligation of such issuer to file reports-

shall be terminated ninety (90) days after notification to the Commission
by the issuer that the number of its holders holding at least one
hundred (100) shares is reduced to less than One hundred (100).

14.3. Every issuer of a security listed for trading on an Exchange
shall file with the Exchange a copy of any report filed with the
Commission under Subsection 14.1 hereof.

14.4. All reports (including financial statements) required to be
filed with the Commission pursuant to Subsection 14.1 hereof shall be
in such form, contain such infomla;ion and be filed at such times as the
Commis.sion shall prescribe, and shall be in lieu of any periodical or
current reports or financial statements otherwise required to be filed
under the Corporation Code.

14.5. Every issuer which has a class of equity securities satisfying
any of the requirements in Subsection 14.2 shall furnish to each holder

of such equity security an annual report in such form and containing
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.such information as the Commission shall prescribe.

14.6. Within such period as the Commission may prescribe
preceding the annual meeting of the holders of any equity security of
a class entitled to vote at such meeting, the issuer shall transmit to such
holders an annual report in conformity with Subsection 14.5.

14.7. The Commission may exempt any issuer from the provisions
of this Section.

SEC. 15. Reports by Five per centum (5%) Holders of Equity
Securities. -

15.1. In every case in which an issuer satisfies the requirements
of Subsection 14.2 hereof, any person who acquires directly or
indirectly the beneficial ownership of more than five per centum (5%)
of such class or in excess of such lesser per centum as the Commission
by rule may prescribe, shall, within ten (10) days after such acquisition
or such reasonable time as fixed by the Commission, sub‘mit to the
issuer of the security, to the Exchange where the security is traded, and
to the Commission a sworn statement’ containing the following
information and such other information as the Commission may require
in the public interest or for the protection of investors:

a) The personal background, identity, residence, and citizenship
of, and the nature of such beneficial ownership by, such person and
all other persons by whom or on whose behalf the purchases are
effected; in the event the beneficial owner is a juridical person, the lines
of business of the beneficial owner shall also be reported;

b) If the purpose of the purchases or prospective purchases is
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to acquire control of the business of the issuer of the securities, any

plans or proposals which such persons may have that will effect a major
change in its busin'ess or corporate structure;

¢) The number of shares of such security which are beneficially
owned, and the number of shares concerning which there is a right to
acquire, directly or indirectly, by: (i) such person, and (ii) each associate
of such person, giving the background, identity, residence, and
citizenship of cach such a.ssociate; and

d) Information as to any contracts, arrangements, ot
understanding with any person with respect to any securities of the
issuer including but not limited to transfer, joint ventures, loan or
option arrangements, puts or calls, guarantees or division of losses or
profits, or proxies naming the persons with whom such contracts,
arrangements, or understanding have been entered into, and giving the
details thereof.

15.2.If any change occurs in the facts set forth in the statements,
an amendment shall be transmitted to the issuer, the Exchange and the
Commission.

15.3.The Commission, may p.ermit any person to file in lieu of the
statemer‘lt required by Subsection 14.1 hereof, a notice stating the name
of such person, the shares of any equity securities subject to
Subsection 14.1 which are owned by him, the date of their acquisition
and such other information as the Commission may specify, if it appears
to the Commission that such securities were acquired by such person

in the ordinary course of his business and were not acquired for the
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purpose of and do not have the effect of changing or influencing the
control of the issuer nor in connection with any transaction having

such purpose or effect.

CHAPTER V
Protection of Shareholder Interests

SEC. 16. Tender Offers. -

16.1. a) It shall be unlawful for any person, directly or indirectly,
to make a tender offer for, or a request or invitation for tenders of, any
class of any equity security ‘which satisfies the requirements of
Subsection 14.2 if, after consummation thereof, such person would,
directly or indirectly, be the beneficial owner of more than ten per
centum (10%) of such class, or in excess of such lesser per centum as
the Commission may prescribe, unless at the time copies of the offer
or request ot invitation are first published or sent or given ‘to security
holders, such person has filed with the Commission and furnished the
issuer a statement containing such o.f the information required in
Section 15 of this Act as the Commission may prescribe. All requests

or invitations for tender, or advertisements making a tender offer or

~ requesting or inviting tenders of such a security, shall be filed as a part

of such statement as the Commission may prescribe. Copies of any
additional material soliciting or requesting such tender offers
subsequent to the initial solicitation or request shall contain such
information as the Commission may prescribe, and shall be filed with

the Commission and sent to the issuer not later than the time copies
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of such materials are first published or sent or given to security holders.
b) Any solicitation or recommendation to the holders of such a

security to accept or reject a tender offer or request or invitation for

¢ tenders shall be made in accordance with such rules and regulations as

the Commission may prescribe.

¢) Securities deposited pursuant to a tender offer or request or
invitation for tenders may be withdrawn by or on behaff of the
depositor at any time tln'.oughout the period that the tender offer
remains open and if the securities deposited have not been previously
accepted for payment, and at any time after sixty (60) days from the date
of the original tender offer or request or invitation, except as the
Commission may otherwise prescribe.

d) Where any person makes a tender offer, or request or
invitation for tenders, for less than all the outstanding equity securities
of a class, and where a greater number of securities is deposited
pursuant thereto within the period the tender offer remains open than
such person is bound or willing to take up and pay for, the securities
taken up shall be taken up as nearly as may be pro rata, disregarding
fractions, according to the numb;r of securities deposited by each
deposito‘r. The provisions of this subsection shall also apply to
securities deposited within ten (10) days after notice of an increase in
the consideration offered to security holders, as described in paragraph
(e) of this subsection, is first published or sent or given to security
holders.

¢) Where any person varies the terms of a tender offer or request
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or invitation for tenders before the expiration thereof by increasing the
consideration offered to holders of such securities, such person shall
pay the increased consideration to each security holder whose

securities are taken up and paid for whether or not such securities have

‘been taken up by such person before the variation of the tender offer

or request or invitation.

16.2. The provisions of Subsections 15.1 and 16.1 (a) shall not
apply to the ownership of, or to any offer for, or request or invitation
for tenders of, any equity security: |

a) If the acquisition of such security, together with all other
acquisitions by the same person of securities of thé same class during
the preceding twelve months would not exceed two per cenfum (2%)
of that class; or

b) By the issuer of such security; or

¢) Which the Commission, by rules or regulations or‘ By order,
shall exempt as not entered into for the purpose of, and not having the
effect of, changing or influencing the contr'o‘1 of the issuer or otherwise
as not comprehended within the purpose of said Sections.

16.3. When two or more persons act as a partnership, limited
partnership, syndicate, or other group for the purpose of acquiring,
holding, or disposing of securities of an issuer, such syndicate or
group shall be deemed a “person” for the purposes of Section 14 and
Subsection 16.1 (a).

16.4. In determining, for purposes of Section 15 and Subsection

16.1 (a), any percentage of a class of any security, such class shall be
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deemed to consist of the amount of the outstanding sccurities of such
class, exclusive of any securities of such class held by or for the
account of the issuér or a subsidiary of the issuer.

16.5. It shall be unlawful for any person to make any untrue
statement of a material fact or omit to state any material fact necessary
in order to make the statements made, in the light of the circumstances
under which they are made, not misleading, or to engage in any
fraudulent, deceptive, or m;mipulative acts or practices, in connection
with any tender offer or request or invitation for tenders, or any
solicitation of security holders in opposition to or in favor of any such
offer, request, or invitation. The Commission shall, for the purposes of
this subsection, by rules and regulations define, and prescribe means
reasonably designed to prevent, such acts and practices as are
fraudulent, deceptive, or manipulative.

SEC. 17. Purchases by Issuers. -

17.1. The Commission shall promulgate rules and regulations
providing for reporting, disclosure and the prevention of fraudulent,
deceptive or manipulative practices in connection with the purchase by
an issuer, by tender offer or otherwise, of any equity security of a class
issued b;/ it that satisfies the requirements of Subsection 14.2. Such
rules and regulations may require such issuer to provide holders of
equity securities of such class with such information relating to the
reasons for such purchase, the source of funds, the number of shares
to be purchased, the price to be paid for such securities, the method

of purchase and such additional information as the Commission deems
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necessary of appropriate in the public interest or for the prot}cction of
investors, or which the Commission deems to be mateirial to a
determination by holders whether such security should be sold.

17.2. For the purpose of this Section, a purchase by dr for the
issuer or any person controlling, controlled by, or under ‘common
control with the issuer, or a purchase subject to the control of the
issuer or any such person, shall be deemed to be a purchase by the
issuer. The Commission shall have the power to make rules and
regulations implementing this subsection, including exempﬁve rules
and .regulations covering situations in which the Comunission deems it
unnecessary or inappropriate that a purchase of the type described in
this subsection shall be deemed to be a purchase by the issuer for the
purpose of some or all of the provisions of Subsection 17.1.

SEC. 18. Proxy Solicitations. - With respect to any class of
equity security that satisfies the requirements of Subsectiox‘l 14.2:

18.1. The Commission is authorized to promulgate rules and
regulations governing the solicitation of proxies, consents and
authorizations with respec.t to any such class of equity security.
Notwithstaﬂding any provision of the Corporation Code to the
contrary, such rules and regulations may, among other things, require
the filing with the Commission of a proxy statement and other materials
proposed for use in any solicitation, prescribe the form and content of
such materials and of any proxy: consent or authorization, fix the
periods within which a solicitation may occur, impose restrictions on

the time in which and the purpose for which a proxy, consent or
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authorization may be effective, and prevent fraudulent and deceptive
practices in connection therewith.

18.2. The Coﬁmmission is authorized to promulgate rules and
regulations governing the obligations of any member of an Exchange,
any broker or dealer, or any bank, association, or other entity that
exercises fiduciary powers, to give, or to refrain from giving a proxy,
consent or authorization with respect to any such class of equity
security, and which is carried for the account of a customer thereof.

18.3. Unless proxies, consents, or authorizations with respect to
any such class of equity security are solicited by or on behalf of the
managenient of the issuer from the holders of record of such security
in accordance with the rules and regulations prescribed under
Subsection 18.1, such issuer shall, prior to any annual or other meeting
of the holders of such security (or the taking of any action without a
meeting) and in accordance with rules and regulations prescribed by
the Comumission, file with the Commission and transmit to all holders of
record of such security an information statement containing information

substantially equivalent to that which would be required in a proxy

statement if a solicitation were made.

18.4. Notwithstanding any provision of the Corporation Code to
the contrary, notice of any annual or special meeting of the holders of
any equity security of a class entitled to vote at such meeting shall be
mailed or otherwise transmitted at least fifteen (15) days prior thereto.

18.5. No solicitation of a proxy, consent or authorization shall be

made by means of a proxy statement, form of proxy or consent, notice

od
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-of meeting or other communication, written or oral, which is materially

false or misleading, or which fails to disclose material facts r;ecessary
to correct any statement in an earlier communication made with respect
to the solicitation of a proxy, consent or authorization for Ehe same
meeting or subject matter, which has become false or misleading.

SEC. 19. Fees for Tender Offers &nd Certain Proxy Soliéitatiorls'.
- At the time of filing with the Commission of any statementirequired
under Section 16 for any tender offer or Section 17 f(i)r issuer
repurchases, or Section 18 for proxy or consent solicitaﬁon, the
Commission may require that the person making such filing Iiﬁay a fee
of one-tenth (1/10) of one percentum (1%) of:

19.1. The pfoposgd aggregate purchase price in the c;ase of a
transaction under Section 16 or 17; or ‘

19.2.> The proposed payment in cash, and the valug of any
securities or property to be transferred in the acquisition, ‘merger or
consolidation, or the cash and value of any securities proposed to be
received upon the sale or disposition of siich assets in the case of a
solicitation under Section 18.

SEC. 20. Internal Record Keeping and Accounting Controls. -
Every issuer which has a class of securities that satisfies the
requirements of Subsection 14.2 shall:

20.1. Make and keep books, records, and accounts which, in
reasonable detail accurately and ‘fairly reflect the transactions and
dispositions of assets of the issuer;

20.2. Devise and maintain a system of internal accounting
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controls sufficient to provide reasonable assurances that: (a)
Transactions and access to assets are pursuant to management
authorization; (b) F i;mncial statements are prepared in conformity with
generally accepted accounting principles that are adopted by the
Accounting Standards Council and the rules promulgated by the
Commission with regard to the preparation of financial statements; and
(c) Recorded assets are compared with existing assets at reasonable
intervals and differences are reconciled.

SEC. 21. Transactions of Directors, Officers and Principal
Stockholders. - .

21.1. Every person who is directly or indirectly the beneficial
owner of more than ten per centum (10%) of any class of any equity
security which satisfies the requirements of Subsection 14.2, or who is
a director or an officer of the issuer of such security, shall file, at the
time either such requirement is first satisfied or within ten days after he
becomes such a beneficial owner, director, or officer, a statement with
the Commission and, if such security is listed for trading on an
Exchange, also with the Exchange, of the amount of all equity securities
of such issuer of which he is the be.neﬁcial owner, and within ten (10)
days afte‘r the close of each calendar month thereafter, if there has been
a change in such ownership during such month, shall file with the
Commission, and if such security is listed for trading on an Exchange,
shall also file with the Exchange, a statement indicating his ownership

at the close of the calendar month and such changes in his ownership

as have occurred during such calendar month.
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21.2. For the pux’pbse of preventing the ﬁnfair usc of illfox'|11atioxx
which may have Ibeen obtained by such beneficial owner, di;cctor, or
officer by reason of his relationship to the issuer, any profit rejalized by
him from any purchase and sale, or any sale and purchasé, of any
equity security of such issuer within any period of less than si;i{ months,
unless such security was acquired in good faith in connectici)n with a

debt previously contracted, shall inure to and be recoverabZIe by the

' issuer, irrespective of any intention of holding the security purchased

or of not repurchasing the security sold for a period exceedirilg six (0)
montﬁs. Suit to recover such profit may be instituted b;éfore the
Commission by the issuer, or by the owner of any security of ?the issuer
in the name and in behalf of the issuer if the issuer shall failfor refuse

to bring such suit within sixty (60) days after request or shall fail

diligently to prosecute the same thereafter, but no such suif shall be

v
v

brought more than two (2) years after the date such profit was realized.
This subsection shall not be construed to cover any transacti?on where
“such beneficial owner was not such both at the time of the purchase
and sale, or the sale and purchase, of the security involve%l, or any
transaction or transactions which the Cor‘nmission by rules and
regulations may exempt as not comprehended within the ptiupose of
this subsection. |

21.3. 1t sﬁall be unlawful for any such beneficial owner, director,
or officer, directly or indirectly, to sell any equity security of such

issuer if the person selling the security or his principal: (a) Does not

own the security sold; or (b) If owning the security, does not deliver
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it against such sale within twenty (20) days thereafter, or docs not
within five (5) days after such sale deposit it in the mails or other usual
channels of transpo.rtation; but no person shall be deemed to have
violated this subsection if he proves that notwithstanding the exercise
of good faith he was unable to make such delivery or deposit within
such time, or that to do so would cause undue inconvenience or
expense.

21.4. The provisions of Subsection 21.2 shall not ‘apply to any
purchase and sale, or sale and purchase, and the provisions of
Subsection 21.3 shall not apply to any sale, of an equity security not
then or thereafter held by him in an investment account, by a dealer in
the ordinary course of his business and incident to the establishment
or maintenance by him of a primary or secondary market, otherwise than
on an Exchange, for such security. The Commission may, by such rules
and regulations as it, deems necessary or appropriate in the public
interest, define and prescribe terms and conditions with respect to
securities held in an investment account and transactions made in the
ordinary course of business and incident to the establishment or
maintenance of a primary or secon.dary market. .

‘ CHAPTER VI

Prohibitions on Fraud, Manipulation and Insider Trading

SEC. 22. Manipulation of Security Prices; Devices and
Practices. -

22.1 It shall be unlawful for any person, directly or indirectly:

a) To create a false or misleading appearance of active trading in
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so false or misleading, regarding any security listed or traded on an
Exchange or transacted on any other trading market for the purpose of
inducing the purch'ase or sale of such security.

e) For a consideration received directly or indirectly from a dealer
or broker or other person selling or offering for sale or purchasing or
offering to purchase the security, to induce the purchase or sale of any
security on an Exchange or transacted on any other trading market by
the circulation or dissemiliation of information to th‘e effect that the
price of any such security will or is likely to rise or fall because of the
market operations of any one or more persons conducted for the
purpose of raising or depressing the price of such security.

f) To effect, either alone or with one or more other persons, any
series of transactions for the purchase and/or sale of any security listed
for trading on an Exchange or transacted on any other trading market
for the purpose of pegging, fixing or stabilizing the price of such
security.

22.2. No person, by use of any facility of any Exchange or of any
other trading market, shall:

a) Effect a short sale, or us; or employ any stop-loss order in
connecti'on with the purchase or sale of any security on an Exchange
or effected on any other trading market except in accordance with such
rules and regulations as the Commission may prescribe as necessary or
appropriate in the public interest or for the protection of investors.

b) Use or employ, in connection with the purchase or sale of any

security, any manipulative or deceptive device or contrivance.
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any listed security for trading on an Exchange or any other trading

market:

(i) By effecting any transaction in such security which involves
no change in the beneficial ownership thereof, or

(ii) By entering an order or orders for the purchase or sale of such
secu‘rity with the knowledge that an order or orders of substantially the
same size, time and price, for the sale or purchase of any sucli sccurity,
has or have been or will be entered by or for the same or different
parties.

b) To effect, alone or with one or more other persons, a series of
transactions in securities that: (i) Raises their price to induce the
purchase of a security, whether of the same or a different class of the
same issuer or of a controlling, controlled, or commonly controlled
company by others; (ii) Depresses their price to induce the sale of a
security, whether of the same or a different class, of the s‘ame issuer
or of a controlling, controlled, or commonly controlled company by
others; or (iii) Creates active trading to induce such a purchase or sale.

¢) To induce the purchase or sale of any security listed for
trading on an Exchange or transacted on any other trading market by
the circulating or disseminating of information that the price of any
such security will or is likely to rise or fall because of market operations
of any oné or more persons conducted with the purpose of raising or
depressing the price of such secdrity.

d) To make false or misleading statement with respect to any

material fact, which he knew or had reasonable ground to believe was
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SEC. 24, Fraudulent Transactions. - 1t shall be unlawful for any
person, directly or indirectly, in connection with the purchase or sale
of any securities tc;:

24.1. Employ any device, scheme, or artifice to defraud;

24.2. Obtain money or property by means of any untrue statement
of a material fact of any omission to state a material fact necessary in
order to make the statements made, in the light of the circumstances
under which they were ma.de, not misleading; or

24.3. Engage in any act, transaction, practice or course of
business which operates or would operate as a fraud or deceit upon
any person.

SEC. 25. Insider’s Duty to Disclose When Trading. -

25.1. It shall be unlawful for an insider to sell or buy a security
of the issuer, while in possession of material information with respect

to the issuer or the security that is not generally available to the public,

" unless: (a) The insider proves that the information was not gained from

such relationship; or (b) If the other party selling to or buying from the
insider (or his agent) is identified, the insider proves: (i) that he
disclosed the information to the ot.her party, or (ii) that he had reason
to belie;re that the other party otherwise is also in possession of the
information. A purchase or sale of a security of the issuer made by an
insider defined in Subsection 3.19, or such insider’s spouse, parents,
siblings or children, shall be presumed to have been effected while in
possession of material non-public information if transacted after such

information came into existence but prior to dissemination of such
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22.3. It shall be unlawful for any Exchange or any other sclf-
regulatory organization administering a trading market to adopt and
enforce artificial measures of price control of any nature whatsoever
without the prior approval of the Commission which-may be given only
if it serves the public interest and benefits investors.

22.4. The foregoing provisions notwithstanding, the Commission,
having due regard to the public interest and the protection of investors,
may, by rules and regulatiohs, allow certain acts or transactions that
may otherwise be prohibited under this Section.

SEC. 23. Regulation of Option Trading. -

23.1. No person shall offer, sell, enter into, acquire an interest in,

or, in the case of a member of an Exchange or other self-regulatory k

organization, guarantee an option or privilege (including any put, call,
or straddle) on a security, a certificate of deposit, or a group or index

of securities (including any interest therein or based on the value

- thereof) except in accordance with rules and regulations promulgated

:

by the Commission.

23.2. The Commission is authorized to regulate trading of any
option or privilege by permitting such transactions on such terms and
conditions .as the Commission may prescribe, and may prohibit any
option transaction if it determines that such prohibition is necessary
and appropriate in the public interest or for the protection of investors.

23.3. The terms “put”, “call”l, “straddle”, “option”, or “privilege”
as used in this Section shall not include any registered warrant, right

or convertible security.

"“t*:E
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dircetly or indircctly from the tender offeror, those acting on its behalf,
the issuer of the securities sought or to be sought by such tender offer,
or anhy insider of s'uch issuer; and

(i) Any tender offeror, those acting on its behalf, the issuer of
the securities sought or to be sought by such tender offer, and any
insider of such issuer to communicate material non-public information
relating to the tender offer to any other person where such
communication is likely to result in a violation of Subsection 25.4 (a)(i)
of this subsection.

(b) For purposes of this subsection the term “securities of the
issuer sought or to be sought by such tender offer” shall include any
securities convertible or exchangeable into such securities or any
options or rights in any of the foregoing seccurities.

25.5. It shall be unlawful for a person controlling any person who
violates Subsection 25.1, 25.3 or 25.4 to knowingly or recklessly
disregard that such controlled person was likely to engage in such
violation and fail to take appropriate steps or adopt procedures to
prevent such violations.

CHAP'fER VI
Regulation of Securities Market Professionals

SEC. 26. Registration of Brokers, Dealers, Salesmen and
Associated Persons. -

26.1. No person shall engage in the business of buying or
selling' securities in the Philippines as a broker or dealer, or act as a

salesman, or an associated person of any broker or dealer unless

¢9?
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information to the public and the lapse of a reasonable time for the
market to absorb such information: Provided, however, 'i"lxat this
presumption shall be rebutted upon a showing by the purchaser or
seller that he was not aware of the material non-public inforimation at
the time of the purchase or sale.

25.2 For purposes of this Section, information is “material non-
public” if: (a) It has not been generally disclosed to the pl:xblic and
would likely affect the market price of the security after being
disseminated to the public and the lapse of a reasonable tirﬁe for the
market to absorb the information; or (b) would be considéred by a
reasonable person important under the circumstances in determining
his course of action whether to buy, sell or hold a security.

25.3. It shall be unlawful for any insider to communicate material

‘non-public information about the issuer or the security to any person

'

who, by virtue of the communication, becomes an insider as defined in
Subsection 3.19, where the insider communicating the information
knows or has reason to believe that such person will likely buy or sell
a security of the issuer while in possession of such information.

25.4. a) It shall be unlawful where a tender offer has commenced
or is about to commence for:

(i) Any person (other than the tender offeror) who is in
possession of material non-public information relating to such tender
offer, to buy or sell the securities of the issuer that are sought or to
be sought by such tender offer if such person knows or has reason to

believe that the information is non-public and has been acquired

b7
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such information and documents concerning such broker or dealer as
the Commission by rule shall prescribe.

26.6. Registration of a salcsman or of an associated person of

¢ a registered broker or dealer may be made upon written application filed

with the Commission by such salesman or associated person. The
application shall be separately signed and certified by the registered
broker or dealer to which such salesman or associated person is to
become affiliated, or by thc; issuer in the case of a salesman employed,
appointed or authorized solely by such issuer. The application shall
be in such form and contain such information and documents
concerning the salesman or associated person as the Commission by
rule shall prescribe. For purposes of this Section, a salesman shall not
include any employee of an issuer whose compensation is not
determined directly or indirectly on sales of securities of the issuer.

26.7. Applications filed pursuant to Subsections 26.5 and 26.6
shall be accompanied by a registration fee in such reasonable amount
prescribed by the Commission.

26.8.-Within thirty (30) days after the filing of any application
under this Section, the Commission~shall by order; (a) Grant registration
if it de‘termines that the requirements of this Section and the
qualifications for registration set forth in its rules and regulations have
been satisfied; or (b) Deny said registration.

26.9. The names and addresses of all persons approved for
registration as brokers, dealers, associated persons or salesmen and all

orders of the Commission with respect thereto shall be recorded in a
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registeredb as such with the Commission.

26.2. No registered broker or dealer shall employ any salesman
or any associated person, and no issuer shall employ any salesman,
who is not registered as such with the Commission. |

26.3. The Commission, by rule or order, may conditionally or
unconditionally exempt from Subsections 26.1 and 26.2 any broker,
dealer, salesman, associated person of any broker or deale;, or any
class of the foregoing, as it deems consistent with the public interest
and the pfotection of investors. |

26.4. The Commission shall promulgate rules and regulations
prescribing the qualifications for registration of each category of
applicant, which shall, among other things, require as a condition for
registration that:

a) If a natural person, the applicant satisfactorily pass a written
examination as to his proficiency and knowledge in the area‘c}f activity
for which registration is sought;

b) In the case of a broker or dealer, the applicant satisfy a
minimum net capital as prescribed by the Commission, and provide a
bond or other security as the Commission may prescribe to secure
compliance with the provisions of this Act; and

¢) If located outside of the Philippines, the applicant files a
written consent to service of process upon the Commission pursuant
to Section 61 hereof.

26.5. A broker or dealer may apply for registration by filing with

the Commission a written application in such form and containing
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hearing, the Commission determines the applicant or registrant:
a) Has willfully violated any provision of this Act, any rule,

regulation or order made hereunder, or any other law administered by

: the Commission, or in the case of a registered broker, dealer or

associated person has failed to supervise, with a view to preventing

such violation, another person who commits such violation;

b) Has willfully made or caused to be made a materially false or
misleading statement in an.y application for registration or report filed
with the Commission or a self-regulatory organization, or has willfully
omitted to state any material fact that is required to be stated therein;

¢) Has failed to satisfy the qualifications or requirements for
registration prescribed under Section 26 and the rules and regulations
of the Commission promulgated thereunder;

d) Has been convicted, by a competent judicial or administrative
body 'of an offense involving moral turpitude, fraud, embezzlement,
counterfeiting, theft, estafa, misappropriation, forgery, bribery, false
oath, or perjury, or of a violation of securities, commaodities, banking,
real estate-or insurance laws;

e) Is enjoined or restrair;ed by a competent judicial or
administ‘rative body from engaging in securities, commodities, banking,
real estate or insurance activities or from willfully violating laws
governing such activities;

f) Is subject to an order of a competent judicial or administrative
body refusing, revoking or suspending any registration, license or

other permit under this Act, the rules and regulations promulgated

wl
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Register of Securities Market Professionals kept in the office of the
Commission which shall be open to public inspection.

26.10. Every person registered pursuant to this Section shall
file with the Commission, in such form as the Commission shall
prescribe, information necessary to keep the application for registration
current and accurate, including in the case of a broker or dealé:r changes
in salesmen, associated persons and owners thereof.

26.11. Every person registered pursuant to this Section shall pay
to the Commission an annual fee at such time and in such reasonable
amount as the Commission shall prescribe. Upon notice by the
Commission that such annual fee has not been paid as required, the
registration of such person shall be suspended until payment has been
made. '
| 26.12. The registration of a salesman or associated person shall
be automatically terminated upon the cessation of his affilliz;tion with
said registered broker or dealer, or with an issuer in the case of a
salesman employed, appointed or authorizéd by such issuer. Promptly
following any such cessation of affiliation, the registered broker or
dealer, or issuer, as the case may be, shall file with the Commission a
notice of separation of such salesman or associated person.

SEC. 27. Revocation, Refusal or Suspension of Registration of
Brokers, Dealers, Salesmen and Associated Persons. - !

27.1. Registration under Section 26 of this Act may be refused,
or any registration granted thereunder may be revoked, suspended, or

1ixnitatioxis placed thereon, by the Commission if, after due notice and
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thereunder, any other law administered by the Commission;t;

g) Is sul;ject to an order of a self-regulatory org;nization
suspendiﬁg or expelling him from membership or participatiqn therein
or from association with a member or participant thereof;

h) Has been found by a competent judicial or administrative
body to have willfully violated any provisions of securities,
commodities, banking, real estate or insurance laws, or haslwillfully
aided, abetted, counseled, commanded, induced or procu:red such
violation; or '

i) Has been judicially declared insolvent.

For purposes of this subse;:tion, the term “competent judicial or
administrative body” shall include a foreign court of cé)mpetent
jurisdiction and a foreign financial regulator.

27.2. a) In cases of charges against a salesman or a;ssociated
person, notice thereof shall also be given the broker, deale‘r;or issuer
employing such salesman or associated person.

b) Pending the hearing, the Commiss$ion shall have thegpower to
order the suspension of such broker’s, dealer’s, associated pérson’s or
salesman’s registration: Provided, That such order shall state the cause
for such suspension. Until the entry of a final order, the suspension
of such registration, though binding upon the persons notified thereof,
shall be deemed confidential, and shall not be published, unless it sha;ll
appear that the order of suspensif)n has been violated after notice.

27.3. The order of the Commission refusing, revoking, suspending

or placing limitations on a registration as herein above provided,

P72
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together with its findings, shall be entered in the Register of Securities
Market Professionals. The suspension or revocation of the registration

of a dealer or broker shall also automatically suspend the registration

¢ of all salesmen and associated persons affiliated with such broker or

dealer.

27.4. 1t shall be sufficient cause for refusal, revocation or
suspension of a broker's or dealer’s registration, if any associated
person thereof or any juri'dical entity controlled by such associated

person has committed any act or omission or is subject to any disability

enumerated in paragraphs (a) through (i) of Subsection 27.1 hereof.

SEC. 28. Transactions and Responsibility of Brokers and
Dealers. -

28. No broker or dealer shall deal in or otherwise buy or sell, for
its own account or for the account of customers, securities listed on
an Exchange issued by any corporation where any stockholder,
director, associated person or salesman, or authorized clerk of said
broker or dealer and all the relatives of the foregoing within the fourth
civil degree of consanguinity or affinity, is at the time holding office in
said issuer ‘corporation asa director; president, vice-president, manager,
treasurer‘, comptroller, secretary or any office of trust and responsibility,
or is a controlling person of the issuer.

28.2. No broker or dealer shall effect any transaction in securities

or induce or attempt to induce the purchase or sale of any security

_except in compliance with such rules and regulations as the

Commission shall prescribe to ensure fair and honest dealings in
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securities and provide financial safeguards and other standards for the
operation of brokers and dealers, including the establishment of
minimum net capital requirements, the acceptance of custody and use
of securities of customers, and the carrying and use of deposits and
credit balances of customers. |

SEC. 29. Development of Securities Market Professionals. -
The Commission, in joint undertaking with self regulatory

organizations, organizations and associations of finance professionals

as well as privaté educational and research institutions shall undertake

or facilitate/organize continuing training, conferences/ seminars,
updating programs, research and development as well as technology
transfer at the latest and advanced trends in issuance and trading of
securities, derivatives, commodity trades and other financial
instruments, as well as securities markets of other countries.

CHAPTER VIII

[

Exchanges and Other Securities Trading Markets

SEC. 30. Prohibition on Use of Unregistered Exchange;
Regulation of Over-the-Counter Markets. -

30.1. No broker, dealer, salesman, associated person of a broker
or dealer, or Exchange, directly or indirecﬂy, shall make use of any
facility of an Exchange in the Philippines to effect any transaction in
a security, or to report such transaction, unless such Exchange is
registered as such under Section 31 of this Act.

30.2. a) No broker, dealer, salesman or associated person of a

broker or dealer, singly or in concert with any other person, shall make,

78
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create or operate, or enable another to make, create or operate, any
trading market, otherwise than on a registered Exchange, for the buying

and selling of any security, except in accordance with rules and

¢ regulations the Commission may prescribe.

b) The Commission may promulgate rules and regulations
governing transactions by brokers, dealers, salesmen or associated
persons of a broker or dealer, over any facilities of such trading market
and may require such market to be administered by a self-regulatory
organization determinéd by the Commission as capable of insuring the
protection of investors comparable to that provided in the case of a
registered Exchange. Such self-regulatory organization must provide a
centralized marketplace for trading and must satisfy requirements
comparable to those prescribed for registration of Exchanges in Section
31 of this Act.

SEC. 31. Registration of Exchanges. -

31.1. Any Exchange may be registered as such with the
Commission under the terms and conditions hereinafter provided in this
Section and Section 36 hereof, by filing an application for registration
in such form and containing s.uch information and supporting
documer‘lts as the Commission by rule shall prescribe, including the
following:

a) An undertaking to comply and enforce compliance by its
members with the provisions of this Act, its implementing rules or
regulations and the rules of the Exchange;

b) The organizational charts of the Exchange, rules of procedure,
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and a list of its officers and members;

c) Copies of the rules of the Exchange; and

d) An undertaking that in the event a member firm. becomes
insolvent or when the Exchange shall have found that the' financial
condition of its member firm has so deteriorated that it cannot readily
meet the demands of its customers for the delivery of securities and/
or payment of sales proceeds, the Exchange shall, upon or&er of the
Commission, take over the operation of the insolvent member'| firm and
ifnmediately proceéd to settle the member firm’s liabilities to its
customers. |

31.2. Any provision of the Corporation Code to the contrary
nohﬁithstanding, no registration of an Exchange shall be gran:ted unless
the rules of the Exchange provide for: |

a) The expulsion, suspension, or disciplining of a mefmber and
persons associated with a member for conduct or plrfoceeding
inconsistent with just and equitable principles of fair trade, and for
violations of prévisions of this Act, or any other Act administered by
the Commission, the rules, regulations and orders thereunder, or the
rules of the Exchange;

b) A fair procedure for the disciplining of members anid persons
associated with members, the denial of membership to aﬁy person
seeking to be a member, the barring of any person f:rom association with
a member, and the pfohibition or limitation of any person from access
to services offered by the Exchange;

c) A fair representation of its members to serve on the Board of

P?
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Directors of the Exchange and in the administration of its affairs, and
that any natural person associated with a juridical entity that is a
member shall himsélf be deemed to be a member for this purpose;

d) The Board of Directors of the Exchange to include in its
compositioﬁ: (i) the president of the Exchange, and (ii) persons who
represent the interests of issuers and public investors and who are not
associated with any broker or dealer or member of the Exchange;

€) The president an.d other management of the Exchange to
consist only of persons who are not members and are. not associated
with any broker or dealer or member of the Exchange;

f) The transparency of transactions on the Exchange;

g) The equitable allocation of reasonable dues, fees, and other
charges among members and issuers and other persons using any
facility or system which the Exchange operates or controls;

h) Prevention of fraudulent and manipulative acts and practices,
profnotion of just and equitable principles of trade, and, in general,
protection of investors and the public interest; and

i) The transparent, prompt and accurate clearance and settlement
of transactions effected on the E)zchange.

31‘.3. If the Commission finds that the applicant Exchange is
capable of complying and enforcing compliance by its members, and
persons associated with such members, with the provisions of this Act,

its rules and regulations, and the rules of the Exchange, and that the

rules of the Exchange are fair, just and adequate, the Commission shall

cause such Exchange to be registered. If, after notice due and hearing,
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the Commission finds otherwise, the application shall be dehied.
31.4. Within ninety (90) days after the filing of the application the
Commission may issue an order either granting or denying registration
as an Exchange, unless the Exchange applying for registration shall
withdraw its application or shall consent to the Corﬁmission’s ideferring
action on its application for a stated longer period after the date of
filing. The filing with the Commission of an application for registration
by an Exchange shall be deemed to have taken place upon the receipt
thereof. Amendments to an application may be made upon sﬁch terms
as the Commission may prescribe. |
| 31.5. Upon the registration of an Exchange, it shall pay a fee in
such amount and within such period as the Commission masr fix.
31.6. Upon appropriate application in accordance with the rules
and regulations of the Commission and upon such ternis as the
Commission may deem necessary for the protection of in\"éstors, an
Exchange may wi&&aw its registration or suspend its operations or
resume the same.

SEC. 32. Segregation and Limitation of Functions of Members,

Brokers and Dealers. -

32.1. It shall be unlawful for any member-broker of an exchange
to effect any transaction on such exchange for its own account, the
account of an associated person, or an account with respect to which
it or an associated person t_here(;f exercises investment discretion:
Provided, however, That this section shall not make unlawful -

a) any transaction by a member-broker acting in the capacity of
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a market maker;

b) any transaction reasonably necessary to carry on an odd-lot
transactions; '

c) any transaction to offset a transaction made in error; and

d) any other transaction of a similar nature.

32.2. In all instances where the member-broker effects a
transaction on an Exchange for its own account or the account of an
associated person or an account with respect to which it exercises
investment discretion, it shall disclose to such customer at or before the
completion of the transaction it is acting for its own account: Provided,
Surther, That this fact shall be reflected in the order ticket and the
confirmation slip.

32.3. Any member-broker who violates the provisions of this
section shall be subject to the administrative sanctions provided in
Section 51 of this Act.

SEC. 33. Additional Fees of Exchanges. - In addition to the
registration fee prescribed in Section 31 of this Act, every Exchange
shall pay to the Commission, on or before March 15 of each calendar
year, a fee in such an amount as tile Commissian shall prescribe, but
not more; than one-hundredth of one per centum (1%) of the aggregate
amount of the sales of securities transacted on such Exchange during
the preceding calendar year, for the privilege of doing business, during
the preceding calendar year or any part thereof.

SEC. 34. Powers with Respect to Exchanges and Other Trading
Market. -
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34.1. The Commission is authorized, if in its opinion sujch action
is nec‘essary or appropriate for the protection of investorsE and’ the
public interest so requires, summarily to suspex_xd trading in ény listed
security on any Exchange or other trading market for a pézriod not
exceeding thirty (30) days or, with the approval of the President of the
Philippines, summarily to suspend all trading on any securities
Exchange or other trading market for a period of more than tﬁirty 30)
but not exceeding ninety (90) days: Provided, however, :That the
Commission, promf)tly following the issuance of the prder of
suspension, shall notify the affected issuer of the reasons for such
suspension and provide such issuer with an opportunity for ﬁearmg to
determine whether the suspension should be lifted.

34.2. Wherever two or more Exchanges or other tradiné markets
exist, the Commission may require and enforce uniformity of trading
regulations in and/or between or among said Exchange; .or other
trading markets.

34.3. In addition to the existing Philippine Stock Exchiange, the
Commission shall have the authority to determine the numbér‘, size and
location of stock Exchénges, other trading markets and commodity
Exchanges and other similar organizations in the light of nétional or
regional requirements for such activities with the view to promote,
enhance, protect, conserve or rationalize investment. |

34.4. The Commission, haviﬁg due regard to the publi¢ interest,

the protection of investors, the safeguarding of securities and funds,

and maintenance of fair competition among brokers, dealers, clearing

7
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SEC. 35. Associations of Securities Brokers, and Dealers, and
Other Securities Related Organizations. -

35.1. The Commission shall have the power to register as a self-
regulatory organization, or otherwise grant licenses, and to regulate,
supervise, examine, suspend or otherwise discontinue, as a condition
for the operation of organizations whose operations are related to or
connected with the securities market such as but not limited to
aésociations of brokers and dealers, transfer agents, custodians, fiscal
and paying agents, computer services, news disseminating services,
proxy solicitors, statistical agencies, securities rating agencies, and
securities information processors which are engaged in the business of:
(a) Collecting, processing, or preparing for distribution or publication,
or assisting, participating in, or coordinating the distribution or
publication of, information with respect to transactions in or quotations
for any security; or (b) Distributing or publishing, whether‘ by means
of a ticker tape, a communications network, a terminal display device,
or otherwise, on a current and continuing basis, information with
respect to such transactions or quotations. The Commission may
prescribe rules and regulations which are necessary or appropriate in
the public interest or for the protection of investors to govern self-
regulatory organizations and other organizations licensed or regulated
pursuant to the authority granted in Subsection 35.1.

35.2. An association of brokers and dealers may be registered as
a securities association pursuant to Subsection 35.3 by filing with the

Commission an application for registration in such form as the

(4
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Commiséion, by rule, may prescribe containing the rules of the
association and such other information and documents as the
Commission, by ruie, may prescribe as necessary or appropriate in the
¢ public interest or for the protection of investors.
35.3. An association of brokers and dealers shall not be registered
as a securities association unless the Commission determines that:
a) The association is so organized and has the capacity to be able
to carry out the purposes. of this Act and to comply with, and to
enforce compliance by its members and persons associated with its
members, with the provisions of this Act, the rules and regulations
thereunder, and the rules of the association.
b) The rules of the association, notwithstanding anything in the
Corporation Code to the contrary, provide that:
(i) Any registered broker or dealer may become a member of the
association; ,
(ii) There exist a fair representation of its members to serve on the
Board of Directors of the association and in the administration of its
affairs, and that any natural person associated with a juridical entity

that is a member shall himself be deemed to be a member for this

-

purpose;

(iii) The Board of Directors of the association includes in its
composition: (a) The president of the association and (b) Persons who
represent the interests of issuers and public investors and are not
associated with any broker or dealer or member of the association; that

the president and other management of the association not be a member

7%
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agencies, and transfer agents, shall promulgate rules and regulations
for the prompt and accurate clearance and settlement of securities
transactions. '

34.5. a) The Commission may establish or facilitate the
establishment of trust funds which shall be contributed by Exchanges,
brokers, dealers, underwriters, transfer agents, salesmen and other
personé transacting in securities, as the Commission may require, for
the purpose of compensatir'lg investors for the extraordinary losses or
damage they may suffer due to business failure or fraud or
mismanagement of the persons with whom they transact, under such
rules and regulations as the Commission may from time to time
prescribe or approve in the public interest.

b) The Commission may, having due regard to the public interest
or the protection of investors, regulate, supervise, examine, suspend or
otherwise discontinue such and other similar funds under such rules
and regulations which the Commission may promulgate, and which may
include taking custody and management of the fund itself as well as
investments in and disbursements from the funds under such forms of
control and supervision by the Corr;nﬁésion as it may from time to time
require.‘ The authority granted to the Commission under this
subsection shall also apply to all funds established for the protection
of investors, whether established by the Commission or otherwise.

CHAPTER IX
Registration, Responsibilities and

Oversight of Self-Regulatory Organizations

Y
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or asso;:iated with any broker, dealer or member of the assc?ciation;

(iv) For the equitable allocation of reasonable dues, fees, and
other charges among members and issuers and other persons 1;'13ing any
facility or system which the association operates or control;s;

(v) For the prevention of fraudulent and manip,ulative“ acts and
practices, the promotion of just and equitable principles of tléade, and,
in general, the protection of investors and the public intere:st;

(vi) That its members and persons associated with its ?members
shall be appropriateiy disciplined for violation of any provision of this
Act, the rules or regulations thereunder, or the rules of the association;

‘(vii) That a fair procedure for the disciplining of merﬁbers and
persons associated with members, the deni.al of membership to any
person seeking membership therein, the barring of any perfson from
becoming associated with a member thereof, and the prohibition or
limitation by the association of any person with respect tc,; ?access to
services offered by the association or a member thereof.

35.4. a) A registered securitie’s association shgll deny
membdrship to any person who is not a registered broker ojr dealer.

b) A registered securities association may deny membership to,

or condition the membership of, a registered broker or dealer if such

~ broker or dealer:

(i) Does not meet the standards of financial responsibility,
operational capability, training, e‘xperience, or competence that are
prescribed by the rules of the association; or

(ii) Has engaged, and there is a reasonable likelihood it will again
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engage, in acts or practices inconsistent with just and equitable
principles of fair trade.

¢) A registered securities association may deny membership to a

¢ registered broker or dealer not engaged in a type of business in which

the rules of the association require members to be engaged: Provided,
however, That no registered securities association may deny
membership to a registered broker or dealer by reason of the amount
of business done by the b;oker or dealer.

A registered securities association may cxamineiand verify the
qualifications of an applicant to become a member in accordance with
procedures established by the rules of the association.

d) A registered securities association may bar a salesman or

person associated with a broker or dealer from being employed by a

member or set conditions for the employment of a salesman or
associated if such person: \

(i) Does not meet the stahdards of training, experience, or
competence that are prescribed by the rules of the association; or

(ii) Has engaged, and there is a reasonable likelihood he will again
engage, in acts or practices inc.onsistent with just and equitable
principlés of fair trade.

A registered securities association may examine and verify the
qualifications of an applicant to become a salesman or associated
person employed by a member in accordance with procedures

established by the rules of the association. A regfstered association

also may require a salesman or associated person employed by a




O 0 N N B W

11

13
14
15
16
17
18
19

21

P

-63-

member to be registered with the association in accordance with
procedures prescribed in the rules of the association.

35.5. In any proceeding by a registered securities asso}éiation to
determine whether a person shall be denied membérship, or baﬁed from
associatio.n with a member, the association shall provide notjice to the
person under review of the specific grounds being consiéiered for
denial, afford him an opportunity to defend against the allegaﬁons, and
keep a record of the proceedings. A determination by the a$sociation
to deny membership shall be supported by a statement setting forth the
specific grounds on which the 'denial is based.

SEC. 36. Powers with Respect to Self-Reéulatory
Organizations. - ‘

36.1. Upon the filing of an application for registrati:on as an
Exchange under Section 31, a registered securities associatipn under
Section 35, a registered clearing agency under Section 38, or‘ other self-
regulatory organization under this Section, the Commission s:hall have
ninety (90) days within which to either grant regiétration or institute a
proceeding to determine whether registration should be denied. In the
event proceedings are instituted, the Commission shall have two
hundred seventy (270) days within which to conclﬁde such
proceedings at which time it shall, by order, grant or deny such
registration.

36.2. Every self-regulatory brganization shall comply: with the
provisions of this Act, the rules and reguvlations thereundef, and its

own rules, and enforce compliance therewith, notwithstanding any

a4
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provision of the Corporation Code to the contrary, by its members,
persons associated with its members or its participants.

36.3. a) Each self-regulatory organization shall submit to the

¢ Commission for prior approval any proposed rule or amendment

thereto, together with a concise statement of the reason and effect of
the proposed amendment.

b) Within sixty (60) days after submission of a proposed
amendment, the Commission shall, by order, approve ‘the proposed
amendment. Otherwise, the same may be made effective by the self-
regulatory organization.

¢) In the event of an emergency requiring action for the
protection of investors, the maintenance of fair and orderly markets, or
the safeguarding of securities and funds, a self-regulatory organization
may put a proposed amendment into effect summarily: Provided,
however, That a copy,of the same shall be immediately submitted to the
Commission.

36.4. The Commission is further authorized, if after making
appropriate request in writing to a self-regulatory organization that
such organization effect on its own'behalf specified changes in its rules
and pra<;tices and, after due notice and hearing it determines that such
changes have not been effected, and that such changes are necessary,
by rule or regulation or by order, may alter, abrogate or supplement the
rules of such self-regulatory organization in so far as necessary or
appropriate to effect such changes in respect of such matters as:

a) Safeguards in respect of the financial respohsibility of members
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and adequate provisibn against the evasion of financial resp;)nsibility
through the use of corporate forms or special partnerships;j

b) The supervision of trading practices;

¢) The listing or striking from listing of any security; .

d) Hours of trading; |

¢) The manner, method, and place of soliciting business;

f) Fictitious accounts; .

g) The time and method of making settlements, payments, and -
deliveries, and of clﬁsing accounts;

h) The transparency of securities transactions and prices;

i) The fixing of reasonable rates of fees, interest, listing énd other
charges, but not rates of commission;

j) Minimurh units of trading;

k) Odd-lot purchases and sales;

) Minimum deposits on margin accounts; and

m) The supervision, auditing and disciplining of members or
participants '

36.5. The Commission is authorized, by order, if it is necessary in
thevpublic interest, for the protection of investors, or otherwise in
furtherance of the purposes of this Act, after due notice and hearing:

a) To suspend for a period not exceeding twelve (12) months or
to revoke the registration of a self-regulatory organization, or to
censure or impose limitations on the activities, functions, and
operations of such self-regulatory organization, if the Commission finds

that such a self-regulatory organization has willfully violated or is
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unable to comply with any provision of this Act or of the rules and
regulations thereunder, or its own rules, or has failed to enforce

compliance therewith by a member of, person associated with a member,

! or a participant in such self-regulatory organization,

b) To suspend for a period not exceeding twelve (12) months or
to expel from a self-regulatory organization any member thereof or any
participant therein who is subject to an order of the Commission under
Section 26 of this Act or is found to have willfully violated any
provision of this Act, any other laws administered by the Commission,
or the rules and regulations thereunder, or effected, directly or
indirectly, any transaction for any person who, such member or
participant had reason to believe, was violating in respect of such
transaction any of such provisions; and

¢) To remove from office or censure any officer or director of a
self-regulatory organization if it finds that such officer or director has
willfully violated any provision of this Act, any other law administered
by the Commission, the rules or regulations thereunder, or the rules of
such self-regulatory organization, willfully abused his authority, or
without reasonable justiﬁcation.or excuse has failed to enforce
compliax‘lce with any of such provisions.

- 36.6. a) A self-regulatory organization is authorized to discipline
a member of or participant in such self-regulatory organization, or any
person associated with a member, including the suspension or
expulsion of such member or participant, and the suspension or bar

from being associated with a member, if such person has engaged in
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acts or practices inconsistent with just and equitable principlés of fair
trade or in willful violation of any provision of the Act, any c}ther law
administered by the Commission, the rules or regulations thereﬁnder, or
the rules of the self-regulatory organization. In any diséiplinary
proceeding by a self-regulatory organization (other than a summary
proceeding pursuant to paragraph (b) of this subsection) the self-
regulatory organization shall bring specific charges, provide notice to
the person charged, afford the person charged with an opporftunity to
defend against the charges, and keep a record of the pfoceedings. A
determination to impose a disciplinary sanction shall be supported by
a written statement of the offense, a summary of the evideﬁce presented
and a statement of the sanction imposed. ‘

b) A self-regulatory organization may summarily: (i) Suspend a
member, participant or person associated with a member who has been
or is expelled or suspended from any other self-regulatory org‘anization;
or (ii) Suspend a member who the self-regulatory organization finds to
be in such financial or operating difficulty that the member or
participant cannot be permitted to continue to do business as a member
with safety to investors, creditors, other members, participants or the
self-regulatory organization: Provided, That the self—regulatory
organization immediately notifies the Commission of the action taken.
Any person aggrieved by a summary action pursuant to this paragraph
shall be promptly afforded an c;pportunity for a hearing by the

association in accordance with the provisions of paragraph a) of this

subsection. The Commission, by order, may stay a summary action on
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its own motion or upon application by any person aggrieved thereby,
if the Commission determines summarily or after due notice and hearing
(which hearing ma); consist solely of the submission of affidavits or
presentation of oral arguments) that a stay is consistent with the public
interest and the protection of investors.

36.7. A self-regulatory organization shall promptly notify the
Comrriission of any disciplinary sanction on any member thereof or
participant therein, any denial of membership or participation in such
organization, or the impo.sition of any disciplinary sanction on a person
associated with a mémber or a bar of such person from becoming so
associated. Within thirty (30) days after such notice, any aggrieved
person may appeal to the Commission from, or the Commission on its
own motion within such period, may institute review of, the decision
of the self-regulatory organization, at the conclusion of which, after due
notice and hearing (which may consist solely of review of the record
before the self-regulatory organization), the Commission shall affirm,
modify or set aside the sanction. In such proceediné the Commission
shall determine whether the aggrieved person has engaged or omitted
to engage in the acts and practicc;s as found by the self-regulatory
organiza‘tion, whether such acts and practices constitute willful
violations of this Act, any other law administered by the Commission,
the rules or regulations thereunder, or the rules of the self-regulatory
organization as specified by such organization, whether such
provisions were applied in a manner consistent with the purposes of

this Act, and whether, with due regard for the public interest and the
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protection of investors the sanction is excessive or oppressive.
CHAPTER X |
Acquisition and Transfer of Securities and
Settlement of Transactions in Securities

SEC. 37. Prohibition on Use of Unregistered Cleari/zé Agency.
- It shall be unlawful for any broker, dealer, salesman, associated
person of a broker or dealer, or clearing agency, directly or indirectly,
to make use of any facility of a clearing agency in the Philii)pines to

make deliveries in connection with transactions in securities or to

reduce the number of settlements of securities transactions or to

allocate securities settlement responsibilities or to provide for the
central handling of securities so that transfers, loans and pledges and
similar transactions can be made by bookkeeping entry or otherwise to

facilitate the settlement of securities transactions without physical

[

delivery of securities certificates, unless such clearing agency is

registered as such under Section 45 of this Act or is exempted from
such registration upon application by the ¢learing agency because, in
the opinion of the Commission, by reason of the limited volume of
transactions which are settled using the clearing agency, it is not
practicable and not necessary or appropriate in the public interest or
for the protection of investors to require such registration.

SEC. 38. Registration of Clearing Agencies. -

3871. Any clearing agency fnay be registered as such'with the
Commission under the terms and conditions hereinafter provided in this

Section, by filing an application for registration in such form and
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containing such information and supporting documents as the
Commission by rule shall prescribe, including the following:

a) An undertz;king to comply and enforce compliance by its
participants with the provisions of this Act, and any amendment
thereto, and the implementing rules or regulations made or to be made
thereunder, and the clearing agency’s rules;

b) The organizational charts of the Exchange, its rules of
procedure, and a list of its officers and participants;

c) Copies of the clearing agency’s rules.

38.2. No registration of a clearing agency shall be granted unless
the rules of the clearing agency include provision for:

a) The expulsion, suspension, or disciplining of a participant for
violations of this Act, or any other Act administered by the
Commission, the rules, regulations and orders thereunder, or the
clearing agency’s rules;

b) A fair procedure for the disciplining of participants, the denial
of participation rights to any person seeking to be a participant, and
the prohibition or limitation of any person from access to services
offered by the clearing agency; .

c) :The equitable allocation of reasonable dues, fees, and other
charges among participants;

d) Prevention of fraudulent and manipulative acts and practices,
promotion of just and equitable principles of trade, and, in general,

protection of investors and the public interest; and

¢) The transparent, prompt and accurate clearance and settlement

ke
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of transactions in securities handléd by the clearing agency.

38.3. In the case of an application filed pursuant to thié Section,
the Commission shall grant registration if it finds that the requirements
of this Act and the rules and regulations thereunder with respiect to the
applicant have been satisfied, and shall deny registration if itE does not
make such finding, |

38.4. Upon appropriate application in accordance witﬁ the rules
and regulations of the Commission and upon such terms as the
Commiss;ion may deem necessary for the protection of‘ in\}estors, a
clearing agency may withdraw its registration or suspend its bperation
or resume the same.

38.5. Section 30 of this Act shall apply to every fegistered
clearing agency. '

SEC. 39. Uncertificated Securities. - Notwithstanding Section 63
of the Corporation Code of thg: Philippines: ‘

39.1. A corporétion whose securities are registered pdrsuant to
this Act or listed on a securities Exchangé may:

a) If so resolved by its Board of Directors and agreed by a
securities intermediary, issue shares to, or record the transfer of some
or all of its shares into the name of, that securities intermediary in the
form of uncertificated securities. The use of uncertificated securities in
these circumstances shall be without prejudice to the rigﬁts of the
securities intermediary subsequentfy to require the corporatioh to issue
a certificate in respect of any shares recorded in its name; and

b) If so provided in its articles of incorporation and by-laws, issue

'
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1

all of the shares of a particular class in the form of uncertificated
securities and silbject to a condition that investors may not require the
corporation to issué a certificate in respect of any shares recorded in
their name.

39.2. The Commission by rule may allow other corporations to
provide in their articles of incorporation and by-laws for the use of
uncertificated securities.

39.3. Transfers of‘securities, including an uncertificated
securities, may be validly rﬁade and consummated by appropriate book-
entries in the securities accounts maintained by securities
intermediaries and such bookke¢ping entries shall be binding on the
parties to the transfer. A transfer under this subsection has the effect
of the delivery of a security in bearer form or duly indorsed in blank

representing the quantity or amount of security or right transferred,

‘ including the unrestricted negotiability of that security by reason of

such delivery.
However, nothing in the provisions of this Act shall preclude
compliance by banking and other institutions under the supervision of

the Bangko Sentral ng Pilipinas and their stockholders with the

-applicable ceilings on shareholdings prescribed under pertinent

banking laws and regulations.

SEC. 40. Evidentiary Value of Clearing Agency Record. -
Notwithstanding Section 63 of the Corporation Code, the official
records and book entries of a clearing agency shall prevail over any

internal record of a clearing agency’s participants or member and shall
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1

constitute, with respect to any book-entry transactions, the best

evidence of such transactions, without prejudice to the ., right of
participants’ or members’ clients to prove their rights, title and
entitlement with respect to the book-entry security holdings of the
participants or members held on behalf of the clients. ‘

SEC. 41. Pledging a Security or Interest Therein. - In addition
to other methods recognized by law, a pledge of, or release of a pledge
of, a security, including an uncertificated security, is broperly
c6nstituted and the instfument proving the right pledged shall be
considered delivered to the creditor under Articles 2093 and 2095 of the
Civil Code if a securities intermediary indicates by book-entry that such
security has been credited to a specially designated pledge account in
favor of the pledgee. A pledge under this subsection has the effect
of the delivery of a security in bearer form or duly indorsed; in blank

representing the quantity or amount of such security or right pledged.

In the case of a registered clearing agency, the procedures by which,

" and the exact time at which, such book-éntries are created shall be

governed by the registered clearing agency’s rules.

SEC. 42. Issuer's Responsibility for Wrongful Transfer to
Registered Clearing Agéncy. - The registration of a transfer of a
security into the name of and by a registered clearing agency or its
nominee shall be final and éonclusive unless the clearing agency had
notice of an adverse claim before the registration was made. The above
provision shall be without prejudice to any rights which the claimant

may have against the issuer for wrongful registration in such

27
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circumstances.

SEC. 43. Power of the Commission With Respect to Securities
Ownership. - The C-onnnissio'n is authorized, having due regard to the
public interest and the protection of investors, to promulgate rules and

regulations which:

43.1. Validate the transfer of securities by book-entries rather '

than the delivery of physical certificates;

43.2. Establish when.a person acquires a security or an interest
therein and when delivery of a security to a purchaser occﬁrs;

43.3. Establish which records constitute the best evidence of a
person’s interests in a security and the effect of any errors in electronic
records of ownership;

43.4. Codify the rights of investors who choose to hold their

. securities indirectly through a registered clearing agency and/or other

securities intermediaries;
43.5. Codify the duties of securities intermediaries (including
clearing agencies) who hold securities on behalf of investors; and
43.6.-Give first priority to any claims of a registered clearing
agency against a participant arisiné from a failure by the participant to
meet its ‘obligations under the clearing agency’s rules in respect of the
clearing and settlement of transactions in securities, in a dissolution of

the participant, and any such rules and regulations shall bind the

- issuers of the securities, investors in the securities, any third parties

with interests in the securities, and the creditors of a participant of a
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registered clear‘ing agency.
CHAPTER XI -
Margin and Credit

SEC. 44. Margin Requirements. -

44.1. For the purpose of preventing the excessive use of credit
for fhe purchase or carrying of securities, the Commission, in
accordance with the credit and monetary policies that.may be
promulgated from time to time by the Monetary Board of the Bangko
Sentral ng Pilipinas, shall prescribe rules and regulations with respect
to the amount of ‘credit that may be extended on any security. For the

extension of credit, such rules and regulations shall be based upon the

following standard:

An amount not greater than whichever is the higher of -

a) Sixty-five per centum (65%) of the current market price of the

. security, or

b) One hundred per centum (100%) 6f the lowest market price of
the security during the preceding thirty-six (36) calendar months, but
not more than seventy-five per centum (75%) of the current market
price.

However, the Monetary Board may increase or decrease the
above percentages, in order to achieve the objectiveé of the
Government with due regard for promotion of the economy and
prevention of the use of excessive credit.

Such rules and regulations may make appropriate provision with

respect to the carrying of undermargined accounts for limited periods
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and under specified conditions; the withdrawal of funds or securities;
the transfer of accounts from one lender to another; special or different
margin requiremen'ts for delayed deliveries, short sales, arbitrage
transactions, and securities to which letter (b) of the second paragraph
of this subsection does not apply; the bases and the methods to be
used in calculating loans, and margins and market prices; and similar
administrative adjustments and details.

442. No member of an Exchange or broker or'dealer shall,
directly or indirectly, extend or maintain credit or arrange for the
extension or maintenance of credit to or for any customer:

a) On any security unless such credit is extended and maintained
in accordance with the rules and regulations which the Commission
shall prescribe under this Section including rules setting credit in
relation to net capital of such member, broker or dealer;

b) Without collateral or on any collateral other than securities,
except (i) to maintain a credit initially extended in conformity with the
rules and regulatiods of the Commission and (ii) in cases where the
extension or maintenance of credit is not for the purpose of purchasing
or carrying securities or of evadiné or circumventing the provisions of
paragrap‘h (a) of this subsection.

44.3. Any person not subject to Subsection 44.2. hereof shall
extend or maintain credit or arrange for the extension or maintenance
of credit for the purpose of purchasing or carrying any security, only
in accordance with such rules and regulations as the Commission shall

prescribe to prevent the excessive use of credit for the purchasing or
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carryi;xg of or trading in securities in circumvention of the other
prqvisions of this Section. Such rules and regulations may impose
upon all loans made for the purpose of ‘purchasing or carrying
securities limitations similar to those imposed upon members, brokers,
or dealers by Subsection 44.2 and the rules and regulations thereunder.
This subsection and the rulés and regulations thereunder shall not
apply: (a) To a credit extension made by a person not in the ordinary
course of business; (b) To a loan to a dealer to aid in the financing of
the distribution of securities fo customers not through the medium of
an Exchange; or (c) To such other credit extension as the Commission
shall exempt from the operation of this subsection and the rules and
regulatioﬁs thereundef upon specified terms Iand conditions or for
stated period.

SEC. 45. Restrictions on Borrowings by Members, Brokers, and
Dealers. - It shall be unlawful for any registered broker or‘ dealer, or
member of an Exchange, directly or indirectly:

45.1. To permit in the ordinary course of business as a broker
or dealer his aggregate indebtedness including customers’ credit
balances, to exceed such percexitage of the net capital (exclusive of
fixed assets and value of Exchange membership) employed in the
business, but not exceeding in any case two thousand per centum
(2,000%), as the Commission may by rules and regulations prescribe as
necessary or appropriate in the pui;lic interest or for the protection of
investors.

45.2. To pledge, mortgage, or' otherwise encumber or arrange
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for the pledge, mortgage or encumbrance of any security carried for the
account of any customer under circumstances: (a) That will permit the
commingling of his; securities, without his written consent, with the
sécuriﬁes of any customer; (b) That will permit such securities to be
commingled with the securities of any person other than a bona fide
customer; or {(c) That will permit such securities to be pledged,
mortgaged or encumbered, or subjected to any lien or claim of the
pledgee, for a sum in excess of the aggregate indebtedness of such

customers in respect of such securities. However, the Commission,

having due regard to the protection of investors, may, by rules and

regulations, allow certain transactions that may otherwise be prohibited
under this subsection.

45.3. To lend or arrange for the lending of any security carried
for the account of any customer without. the written consent of such
customer or in contravention of such rules and regulations as the
Commission shall prescribe.

' SEC. 46. Enforcement of Margin Requirements and Restrictions
on Borrowing. - To prevent indirect violations of the margin
requirements under Section 44, thé broker or dealer shall require the
customer‘ in non-margiﬁ transactions to pay the price of the security
purchased for his account within such period as the Commission may
prescribe, which shall in no case exceed the prescribed settlement date.
Otherwise, the broker shall sell the security purchased starting on the
next trading day but not beyond ten (10) trading days following the last

day for the customer to pay such purchase price, unless such sale

77



(V=T S Be LY, T S VC B N S

B 8 9 8 6 83 8 = 3

21

4

-79.

cannot be effected within said period for justifiable reasons. The sale
shall be without prejudicé to the right of the broker or dealer to recover
any deficiency from the customer. To prevent indirect violation of the
resﬁictions on borrowings under Section 45, the broker shaH, unless
otherwise directed by the customer, pay the net sales price of the
securities sold for a customer within the same period as above
prescribed by the Commission: Provided, That the customer shall be
required to deliver the instruments evidencing the securities as a
condition for such payment upon demand by the broker. |
CHAPTER X1I
Exclusions from Corporation Code

SEC. 47. Special Provisions for Publicly-Held Companies. -

47.1. Notwithstanding any provision in the Corporation Code to
the contrary, the following shall apply to corporations of the types
specified in Subsection 47.2. ‘

a) Founders’ shares classified as such in the articles of
incorporation of such a corporation shdll not, by reason of such
classification, possess voting or other rights and privileges not enjoyed
by the owners of other stock. |

b) The authorized capital stock of such a corporation may
through amendment to the articles of incorporation be increased or
decreased, and bonded indebtedness may be incurred, created or
increased, upon approval by a maj‘ority vote of the Board of Directors
and by a majority of the votes of outstanding capital stock entitled to

vote at a stockholders’ meeting called for such purpose, or upon the
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3

vote of such greater percentage as may be provided in the articles of
incorporation.

c) The articles of incorporation of such a corporation may deny

! pre-emptive rights to its stockholders upon approval of an amendment

providing for such denial by a majority of the votes of outstanding
capital stock entitled to vote at a stockholders’ meeting called for such
purpose, or upon the vote of such greater percentage as may be
provided in the articles of .incorporation.

d) (i) Unless otherwise provided in its articles of incorporation or
by-laws, the Board of Directors of such a corporation may declare and
pay stock and property dividends out of unrestricted retained earnings
without the gpproval of stockholders.

(ii) The Board of Directors of such a corporation is permitted to
retain surplus profits for any lawful purpose.

) (i) Unless a greater percentage is provided in its articles of
incorporation, a director of such a corporation may be removed from
office by a majority of the votes of outstanding capital stock entitled
to vote at a stockholders’ meeting called for such purpose.

(if) The Board of Directors n:lay fix reasonable compensation for
service a;s a director, which may be a per diem, annual stipend or other
remuneration: Provided, however, That such compensation may be
changed or rescinded by a majority of the votes of outstanding capital
stock entitled to vote at a regular or special stockholders’ meeting at
which such action is considered. The fixing of compensation of

directors shall not be limited to any percentage of net income before

9%
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income tax of such corporation during the preceding year.

(iii) In the case only of é corporation of the type specified in
subsection 47.2 (a), the Board of Directors thefeof shall consist of at
least two (2) independent directors or such independent directors shall
constitute at least twenty percent (20%) of the members of such board,
whichever is the lesser. For this purpose, an “independent director”
shall mean a person other than an officer or employee of the
corporation, its parent or subsidiaries, or any other individual having
a relationship with the corporation, which would interfere ‘with the
exercise of independent judgment in carrying out the responsibilities of
a director.

f) The president and other officers of such a corporation shall not
be required to be directors and, except for the treasurer and seoretary,
need not be residents in the Philippines.

g) Every officer and director shall exercise such c;lre in the
management of the affairs of such a corporation as is required of a
prudent man in the management of his own'property, and shall be liable
to the corporation and its shareholders for damages resulting from the
intentional or negligent failure to exercise such care: Provided,
however, That no liabili& shall be incurred for any business judgment
exercised in good faith and upon consideration of all facts material to
the act or transaction.

47.2. Subsection 47.1 shall apply to -

a) Any corporation with a class of equity securities listed for

trading on an Exchange;

14
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5) Any corporation with assets in excess of Fifty million pesos
{(P50,000,000.00) and having two hundred (200) or more holders, at least
of two hundred (200) of which are holding at least one hundred (100)

! shares of a class of its equity securities; and

c) Any corporation which has sold a class of equity securities to
the public pursuant to an effective registration statement in compliance
with Section 9 hereof.

47.3. In conjunction with the filing of a registration ‘statement for

a public offering of a class of equity securities pursuant with Section

8 hereof, a corporation shall be subject to paragraphs b), ¢) and f) of
Subsection 47.1: Provided, however, That if, prior to its effectivity,
such registration statement is refused or withdrawn, or if the sale of
such class of equity security does not occur after the registration
statement is declared effective, such paragraphs shall have no further
application or effect with respect to such corporation.
CHAPTER XIII
General Provisions

SEC.-48. Liabilities of Controlling Persons, Aider and Abettor
and Other Secondary Liability. - ‘

48‘. 1. Every person who, by or through stock ownership, agency,
or otherwise, or in connection with an agreement or understanding with
one or more other persons, controls any person liable under this Act
or the rules or regulations of the Commission thereunder, shall also be
liable jointly and severally with and to the same extent as such

controlled persons to any person to whom such controlled person is
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liable, unless the controlling person proves that, despite the eiercise of
due diligence on his part, he has no knowledge of the existen:ce'of the
facts by reason of which the liability of the controlled person is alleged
to exist. |
48.2. It shall be unlawful for any person, directly or indirectly, to
do any act or thing which it would be unlawful for such person to do
under the provisions of this Act or any rule or regulation thereunder.
48.3. It shall be unlawful for any director or officer of, or any
"owner of any securities issued by, any issuer required to ﬁlé any
document, report or other information under this Act or any rule or
regulation of the Commission thereunder, without just cause, Eto hinder,
delay or obstruct the making or filing of any such document, fepoﬁ, or
information. |
48.4. It shall be unlawful for any person to aid, abet,l counsel,
command, induce or procure any violation of this Act, or‘ any rule,
regulation or order of the Commission thereunder. |
48.5. Every person who substantially assists the act or omission
of any person primarily liable under Sections 53, 54, 55 and 56 of this
Act, with knowledge or in reckless disregard that such act or omission
is wrongful, éhall be jointly and severally liable as an aider and abettor
for damages resulting from the conduct of the person primarily liable:
Provided, however, That an aider and abettor shall be liable only to the
extent of his relative contribution in causing such damages in
comparison to that of the person primarily liable, or the extent to which

the aider and abettor was unjustly enriched thereby, whichever is

7
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greater.

SEC. 49. Accounts and Records, Reports, Examination of
Exchanges, Membel"s, and Others. -

49.1. Every Exchange, broker or dealer, transfer agent, clearing
agency, registered securities association, and other self-regulatory
organization, shall make, keep and preserve for such periods, such
accounts, correspondence, memoranda, papers, books, reports and
other records, furnish such. copies thereof, as the Commission by‘k,its
rules and regulations may prescribe. Such accounts, correspondence,
memoranda, papers, books, and other records shall be subject at any
time to such reasonable examinations by representatives of the
Commiission as the Commission may deem necessary or appropriate in
the public interest or for the protection of investors.

49.2. Any broker, dealer or other person extending credit, who
is subject to the rules and regulations prescribed by the Commission
pursuant to this Act, shall make such reports to the Commission as may
be necessary or appropriate to enable it to perform the functions
conferred upon it by this Act.

SEC. 50. Investigations, szunctions and Prosecution of
Oﬁ‘ensest -

50.1. The Commission may, in its discretion, make such
investigations as it deems necessary to determine whether any person
has violated or is about to violate any provision of this Act, any rule,
regulation or order thereunder, or any rule of an Exchange, registered

securities association, clearing agency, other self-regulatory

15
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organization, and may require or permit any person to file with it a
statement in writing, under oath or otherwise, as the Commission shall
determine, as to all facts and circumstances concerning the matter to

be investigated. The Commission may publish information concerning

any such violations, and to investigate any fact, condition, practice or

matter which it may deem necessary or proper to aid in the enforcement
of the provisions of this Act, in the prescribing of rules and regulations
thereunder, or in securing information to serve as a basis for
recommending further legislation concerning the matters to thch this
Act relates: Provided, however, That any person requ;ested or
subpoenaed to produce documents or testify in any investigaﬁon shall
simultaneously be notified in writing of the purpose 'of such
investigation: Provided, further, That all criminal compléints for
violations of this Act, and the implementing rules and regulations
enforced or administered by the Commission shall be refeliréd to the
Department of Justice for preliminary investigation and prosecution
before the proper court: Provided, furtHermore, That in instances
where the law allows independent civil or criminal proceedings of
violations arising from. the same act, the Commission shall take
appropriate action to implement the same: Provided, finally, That the
investigation, prosecution, and trial of such cases shall be given
priority.

50.2. For the purpdse of ahy such investigation, or any other
proceeding under this Act, the Commission or any officer designated

by it is empowered to administer oaths and affirmations, subpoena
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witnesses, compel attendance, take evidence, require the production of
any book, paper, correspondence, memorandum, or other record which
the Commissibn déems relevant or material to the inquiry, and to
perform such other acts necessary in the conduct of such investigation
or proceedings.

50.3. Whenever it shall appear to the Commission that any person
has engaged or is about to engage in any act or practice constituting
a violation of any provisio;l of this Act, any rule, regulation or order
thereunder, or any rule of an Exchange, registered securities
association, clearing agency or other self-regulatory organization, it
may issue an order to such person to desist from committing such act
or practice: Provided, however, That the Commission shall not charge
any person with violation of the rules of an Exchange or other self
regulatory organization unless it appears to the Commission that such
Exchange or other self-regulatory organization is unable or unwilling
to take action against such person. After finding that such person has
engaged in any such act or practice and that there is a reasonable
likelihood of continuing, further or future violations by such person,.
the Commission may issue: (a) ar; order of permanent or temporary
injunctio‘n after due notice and hearing; or (b) an ex parte temporary
restraining order for a maximum period of twenty (20) days, enjoining
the violation and compelling compliance with such provision. The
Commission may transmit such evidence as may be available
concerning any violation of any provision of this Act, or any rule,

regulation or order thereunder, to the Department of Justice, which may

T
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institute the appropriate criminal proceedings under this Act.

50.4. Any person who, within his power but without cause, fails
or refuses to comply with any lawful order, decision or :vubpaena
issued by the Commission under Subsection 50.2 or Subsection 50.3 or
Section 62 of this Act, shall after due notice and hearing, be!: guilty of
contempt of the Commission. Such person shall be fined in such
reasonable amount as the Commission may determine, or when such
failure or‘refusal is a clear and open defiance of the Conmﬁssioﬁ’s order,
decision or subpoena, shall be detained under an arrest order issued by
the Commission, until such order, decision or subpoena is bomplied
with.

SEC S1. Administrative Sanctions. -

51.1. If, after due notice and hearing, the Commission ﬁnds that:
(a) There is a willful violation of this Act, its rules or 1ts orders (b) Any
registered broker or dealer, associated person thereof has failed
reasonably to supervise, with a view to preventing violations, another
person subject to supervision who commits' any such violationl; (c) Any
registrant or other person has, in a registration sfatement or in other
reports, appliéations, accounts, records or documents required by law
or rules to be filed with the Commission, made any untrue statement of
a material fact, or omitted to state any material fact required to be stated
therein or necessary to make the statements therein not misleading; or,
in the case of an underwriter, has failed to conduct an inquiry with
reasonable diligence to insure that a registfation statement is accurate

and complete in all material respects; or (d) Any person has refused to
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permit any lawful examinations into its affairs, it shall, in its discretion,
and subject only to the limitations hereinafter prescribed, impose any
or all of the follow{ng sanctions as may be appropriate in light of the
facts and circumstances:

(i) Suspension, or revocation of any registration for the offering
of securities;

(i1} A fine of no less than Ten thousand pesos (P10,000.00) nor
more than One million pesc;s (P1,000,000.00) plus not more than Two
thousand pesos (P2,000.00) for éach day of continuing violation;

(iii) In the case of a violation of Subsections 16.5, 18.5, 22, 24 and
25, disqualification from being an officer, member of the Board of
Directors, or person performing similar functions, of an issuer required
to file reports under Section 14 of this Act or any other act, rule or
regulation administered by the Commission;

(iv) In the case of a violation of Section 32, a fine of no more
than three (3) times the profit gained or loss avoided as a result of the
purchase, sale or communication proscribed by such Section; and

(v) Other penalties within the power of the Commission to
impose. .

51t2. The imposition of the foregoing administrative sanctions
shall be without prejudice to the filing of criminal charges against the
individuals responsible for the violation.

51.3. The Commission shall have the power to issue writs of
execution to enforce the provisions of this Section and to enforce

payment of the fees and other dues collectible under this Act.
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SEC. 52. Civil Liabilities on Account of False Rlegtstratzon

Statement. - i

H i
t i

52.1. Any person acquiring a security, the registration statement

of ‘which or any part t'hereof contains on its effectivity: an unt%ue
) : ‘ ! ‘ ‘

statement of a material fact or omits to state a material fact Erequireq to

: . |

be stated therein or necessary to make such statements not r'nisleadiing,

{ ' ! '

and who suffers damage, may sue and recover damages from fthe
following enumerated persons, unless it is proved that at t;he time of

' ' a we ! [ . :
such acquisition he knew of such untrue statement or omission: |

V
i
§

za) The issuer and every person who signed . the rzegistratfon

statement; . ; }

i
|
i
b) Every person who was a director of, or any other peré
o
perforn:nng similar functlons or a partner in, the issuer at the time of

the ﬁlmg of the reglst;atxon statement or any part sup lement or
amendlnent thereof w1th respect to which his liability is aTserted '

c) Every person Who is named in the reglstratlon strltement‘ as
being or about to become a director of] or a person performmg similar

functlons or a partner in, the issuer and whose written conﬁent thereto
is ﬁledi with the registration statement; . : _
db Every auditor or auditing firm named as having certified ziny
financial statements used in connection with the registration statement
or prospectus. ! _
e) Every person who, with his written cpnsent, which shall be
filed with the registration statement, has been named as having

prepared or certified any part of the registration statement, or as having
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. prepared or certified any report or valuation which is used in

connection with the registration statement, with respect to the

: statement, report, or valuation, which purports to have been prepared

or certified by him.
f) Every selling shareholder who contributed to and certified as
to the accuracy of a portion of the registration statement, with respect

|
|.to that portion of the registration statement which purports to have
\ p

'; been contributed by him.

g) Every underwriter with respect to such security.

52.2. If the ?erson who acquired the security did so after the
issuer has made generally available to its security: holders an income
statement covering'a period of at least twelve months beginning from
the effective date of the registration statement, then the right of
recovery under this: subsection shall be conditioned on proof that such
person acquired the security relying upon such untrue statement in the
registration statement or relying upon the registration statement and
not kﬁowing of such income statement, but such reliance may be
established without proof of the reading of the registration statement
by such person.

SEC. 53. Civil Liabilities Arising in Connection With
Prospectus, Communications and Reports. -

53.1. Any person who:

a) Offers to sell or sells a security in violation of Chapter II, or

b) Offers to sell or sells a security, whether or not exempted by

the provisions of this act, by the use of any means or instruments of

™
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transportation or commuﬁication, by means of a prospectus or other
written or oral communication, which includes an untrue statement of
a material fact or omits to state a material fact necessary in order to
make the statements, in the light of the circumstances under which they
were made, not misleading (the purchaser not knowing of such untruth
or omission), and who shall fail in the burden of proof that hé did not

know, and in the exercise of reasonable care could not have known, of

such untruth or omission, shall be liable to the person purchasing such

security from him, who may sue to recover the consideration paid for
such security with interest thereon, less the amount of any income
received thereon, upon the tender of such security, or for damages if
he no longer owns the security.

53.2. Any person who shall make or cause to be made any
statement in any report, or document filed pursuant to this Act or any
rule or regulation thereunder, which statement was at the time and in
the light of the circumstances under which it was made false or
misleading with respect to any material fact, shall be liable to any
person who, not knowing that such statement was false or misleading,
and relying upon such statements shall have purchased or sold a
security at a price which was affected by such statement, for damages
caused by such reliance, unless the person sued shall prove that he
acted in good faith and had no knowledge that such statement was
false or misleading. '

SEC. 54. Civil Liability For Fraud in Connection With

Securities Transactions. - Any person who engages in any act or

i
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transactioh ixi .violation of Subsections 16.5 or 18.5, or Section 24,
or any rule or regulation of the Commission thereunder, shall be liable

to any other person who purchases or sells any security, grants or

¢ refuses to grant any proxy, consent or authorization, or accepts or

declines an invitation for tender of a security, as the case may be, for
the damages sustained by such other person as a result of such act or
transaction.

SEC. 55. Civil Liabi}ity For Manipulation of Security Prices. -
Any person who willfully participates in any act or transaction in
violation of Section 22 shall be liable to any person who shall purchase
or-sell any security at a price ‘w'hich was affected by such act or
transaction, and the person so injured may sue to recover the damages
sustained as a result of such act or transaction.

SEC. 56. Civil Liability With Respect to Commodity’ Futures
Contracts and Pre-need Plans. - ‘

56.1. Any person who engages in any act or transaction in willfu}
violation of any rule or regulation promulgated by the Commission
under Section 8 or 13, which the Commission denominates at the time
of issuance as intended to prohibi’.t fraud in the offer and sale of pre-
need ple;ns or to prohibit fraud, manipulation, fictitious transactions,
undue speculation, or other unfair or abusive practices with respect to
commodity future contracts, shall be liable to any other person
sustaining damage as a result of such act or transaction.

56.2. As to each such rule or regulation so denominated, the

Commission by rule shall prescribe the elements of proof required for
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récovery and>aﬁy limitations on the amount of damages that may be
imposed.

SEC. 57. Civil Liability on Account of Insider Trading. -

57.1. Any insider who violates Subsection 25.1 and any person
in the case of avtender offer who violates Subsection 25.4 (a)(i), or any
rule or regulation thereunder, by purchasing or selling a security while
in possession of material information not generally available to the
public, shall be liable in a suit brought by any investor who,
contemporaneously with the purchase or sale of éecurities that is the
subject of the violation, purchased or sold securities of the same class
unless such insider, or such person in the case of a tender offer, proves
that such investor knew the information or would have purchased or
sold at the same price regardless of disclosure of the information to him.

57.2. An insider who violates Subsection 25.3 or any person in
the case of a tender offer who violates Subslection 25.4 (a), <‘)r any rule
or regulation thereunder, by communicating material non-public
information, shall be jointly and severally liable under Subsection 57.1
with, and to the same extent as, the insider, or person in the case of
a tender offer, to whom the communication was directed and who is
liable under Subsection 57.1 by reason of his purchase or sale of a
security. v

SEC. 58. Limitation of Actions. -

58.1. No action shall be maintained to enforce any liability
created under Sections 52 or 53 of this Act unless brought within two

(2) years after the discovery of the untrue statement or the omission,

i
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6r,' if the -a‘ction is to enforce a liability created under Subsection 53.1(a),

unless brought within two (2) years after the violation upon which it

"is based. In no event shall any such action be brought to enforce a

¢ liability created under Section 52 or Subsection 53.1 (a) more than five

(5) years after the security was bona fide offered to the public, or under
Subsection 53.1 (b) more than five (5) years after the sale.

58.2. No action shall be maintained to enforce any liability created
under any other provision.of this Act unless brought within two (2)
years after the discovery of the facts constituting the cause of action
and within five (5) years after such cause of action accrued.

SEC. 59. Jurisdiction of the Commission to Award Damages;
Amount of Damages to be Awarded. -

59.1. All suits to recover damages pursuant to Sections 52, 53, 54,
55, 56 and 57 shall be brought before the Commission, which shall have
exclusive jurisdiction to hear and decide s;wh suits. The Commission
is hereby authorized to award damages in an amount not exceeding
double the amount of the transaction plus actual damages, except in
the case of insider trading where the Commission may award damages
in an amount not exceeding triple. the amount of the transaction plus
actual d;lmages.

Exemplary damages may also be awarded in cases of bad faith,
fraud, malevolence or wantonnes in the violation of this Act or the rules
and regulations promulgated thereunder.

The Commission is also authorized to award attorney’s fees not

exceeding twenty percent (20%) of the award.

T4
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59.2. Thle persons specified in Sections 52, 53, 54, 55, 56 and 57
hereof shall be jointly and severally liable for the payment of damages.
However, any person who becomes liable for the payment of such
damages may recover contribution from any other person who, if sued
separately, would have been liable to make the same payment, unless
the former was guilty of fraudulent represéntation and the latter was
not.

59.3. Notwithstanding any provision of law to the contrary, all
persons, including the issuer, held liable under the provisiohs‘ of

Sections 52, 53, 54, 55, 56 and '57 shall contribute equally to the total

" Hability adjudged herein. In no case shall the principal stoc:kholders,

directors and other officers of the issuer or persons occupying similar

positions ‘therein, recover their contribution to the liability from the

issuer. However, the right of the issuer to recover from the guilty

[}

parties the amount it has contributed under this Section shall not be
prejudiced.

SEC. 60. Cease and Desist Order. -

60.1. The Commission, after proper investigation or verification,
motu proprio, or upon verified complaint by any aggrievéd party, may
issue a cease and desist order without the necessity of a prior hearing
if in its judgment the act or practice, unless restrained, will operate as
a fraud on investors or is otherwise likely to cause grave or irreparable
injury or prejudice to the investiné public.

60.2. Until the Commission issues a cease and desist order, the

fact that an investigation has been initiated or that a complaint has
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been filed, including the contents of the complaint, shall be
confidential. Upon issuance of a cease and desist order, the

Commission shall make public such order and a copy thereof shall be

¢ immediately furnished to each person subject to the order.

60.3. Any person against whom a cease and desist order was
issued may, within five (5) days from receipt of the order, file a formal
request for a lifting thereof. Said request shall be set for hearing by
the Commission not later than fifteen (15) days from its filing and the
resolution thereof shall be made ﬁot later than ten (10) days from the
termination of the hearing. If the Commission fails to resolve the
request within the time herein prescribed, the cease and desist order
shall automatically be lifted.

SEC. 61. Substituted Service Upon the Commission. - Service of
summons or other process shall be made upon the Commission in
actions or legal proceedings against an issuer or any person liable
under this Act who is not domiciled in the Philippines. Upon receipt by
the Commission of such summons, the Commission shall within ten (10)
days thereafter, transmit by registered mail a copy of such summons
and the complaint or other legal pr;)cess to such issuer or person at his
last kno;vn address or pﬁncipal office. The sending thereof by the
Commission, the expenses for which shall be advanced by the party at
whose instance it is made, shall complete such service.

SEC. 62. Revelation of Information Filed with the
Commission. -

62.1. All information filed with the Commission in compliance
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with the requirements of this Act shall be made available to any member
of the general public, upon request, jn the premises and during regular
office hours of the Commission, excepi as set forth in this $ection.

62.2. Nothing in this Act shall be construed to require, or to
authorize the Commission to require, the rev.ealing of trade éecrets or
procesées in any application, report, or document filed with the
Commission. ;

62.3. Any person filing any such application, report or ciocumenf
may make written objection fo the public disclosure of information
contained therein, stating the grounds for such objection, and the
Commission may hear objections as i‘t deems necessary. The
Commission may, in such cases, make available to the public the
information contained in any such application, report, or document only
when a disclosure of such information is required in the public interest

or for the protection of investors; and copies of information so made

available may be furnished to any person having a legitimate interest

‘therein at such reasonable charge and under such reasonable

limitations as the Commission niay prescribe. ‘

62.4. It shall be unlawful for any member, officer, or employee of
the Commission to disclose to any person other than a member, officer
or employee of the Commission or to use for personal benefit, any
information contained in any application, report, or document filed with
the Commission which is not made available to the public pursuant to
Subsection 62.3.

62.5. Notwithstanding anything in Subsection 62.4. to the
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‘ébntrdry,‘-én fequest from a foreign enforcement authority of any

country whose laws grant reciprocal assistance as herein provided, the
Commission may' provide assistance in accordance with this
subsection, including the disclosure of any information filed with or
transmitted to the Commission, if the requesting authority states that
it is conducting an investigation which it deems necessary to determine
whether any person has violated, is violating, or is about to violate any
laws relating to securities or commodities matters that the requesting
authority administers or enforces. Such assistance may be provided
without regard to whether the facts stated in the request would also
constitute a violation of law of the Philippines.

SEC. 63. Effect of Action of Commission and Unlawful
Representations with Respect Thereto. -

63.1. No action or failure to act by the Commission in the
administration of this Act shall be construed to mean that the
Commission has in any way passed upon the merits of or given
approval to any security or any transaction or transactions therein, nor
shall such action or failure to act with regard to any statement or report
filed with or examined by the Con;mission pursuant to this Act or the
rules an‘d regulations thereunder to be deemed a finding by the
Commission that such statements or report is true and accurate on its
face or that it is not false or misleading. It shall be unlawful to make,
or cause to be made, to any prospective purchaser or seller of a security
any representation that any such action or failure to act by the

Commission is to be so construed or has such effect.

"
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63.2. Nothing contained in Subsection 63.1 shall, hoWever, be
construed as an exemption from liability of an employee or officer of the
Commission for any nonfeasance;, misfe:asan'ce or malfeasance in the
discharge of his official duties.

SEC. 64. Special Accounting Rules. - The Commission shall
have the authority to make, amend, and rescind such accounging rules

and regulations as may be necessary to carry out the provisidns of this

Act, including rules and regulations governing registration statements

and prospectuses for various classes of securities and issuers, and
defining accounting, technical and trade terms used in this Act.
Among other things, the Commission may prescribe the form or forms
in which required information shall be set forth, the items or details to
be shown in the balance sheet and income statement, and the methods
to be followed in the preparation of accounts, appraisal or valuation of
assets and liabilities, determination of depreciation and ‘depletion,
differentiation of recurring and non-recurring income, differentiation of
investment and operating income, and in'the preparation, where the
Commission deems it necessary or desirable, of consolidated balance
sheets or income accounts of any person directly or indirectly
controlling or controlled by the issuer, or any person underldirect or

indirect common control with, the issuer.

SEC. 65. Effect on Existing Law. - The rights and remedies

provided by this Act shall be in addition to any and all other rights and

remedies that may now exist. However, except as provided in Section

52 hereof, no person permitted to maintain a suit for damages under the
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prévi;ions of this >Act shall recover, through satisfaction of judgment
in one or more actions, a total amount in excess of his actual damages
on account of the. act complained of: Provided, That exemplary
damages may be awarded in cases of bad faith, fraud, malevolence or
wantonness in the violation of this Act or the rules and regulations
promulgated thereunder.

SEC. 66. Class Actions; Consolidation of Actions. - The
Commission may promulga‘te rules and regulations as may be necessary
or appropriate in the public interest or for the protection of investors
which will govern:

66.1. Class actions involving any violation of this Act or the rules
promulgated by the Commission,;

66.2. The consolidation of actions brought pursuant to this Act
or rules promulgated by the Commission; and

66.3. The compensation of counsel in class actions.

SEC. 67. Judicial Review of Commission Orders. - Any person
aggrieved by an order of the Commission may appeal the order to the
Court of Appeals by petition for review in accordance with the
pertinent provisions of the Rules (;f Court.

SE:C. 68. Validity of Contracts. -

68.1. Any condition, stipulation, provision binding any person
to waive compliance with any provision of this Act or of any rule or
regulation thereunder, or of any rule of an Exchange required thereby,
as well as the waiver itself, shall be void.

68.2. Every contract made in violation of any provision of this

[\l
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Act or of any rule or regulation thereunder, and every ‘contract,
including any contract for listing a security on an Exchange heretofore
or hereafter made, the performance of which involves the violation of,

or the continuance of any relationship or practice in violation of, any

_provision of this Act, or any rule or regulation thereunder, shall be

void: ) ‘

a) As regards the rights of any person who, in violaitig')n of any
such provision, rule or regulation, shall have made or engaged in the
performance of any such contract, and

b) As regards the rights of any person who, not being a party
to such contract, shall have acquired any right thereunder with actual
knowledge of the facts by reason of which the making or per'forrriance
of such contract was in violation of any such provisionl, rule or
regulation.

68.3 Nothing in this Act shall be construed:

a) To affect the validity of any loan or extension of credit made
of of any lien created prior or subsequent to the effectivity of this Act,
unless at the time of the making of such loan or extension of credit or
the creating of such lien, the person making such loan or extension of
credit or acquiring such lien shall have actual knowledge of the facts
by reason of which the making of such loan or extension of credit or
the acquisition of such lien is a violation of the provisions of this Act
or any rules or regulations thereuflder; or :

b) To afford a defense to the collection of any debt, obligation

or the enforcement of any lien by any person who shall have acquired
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such debt, obligation or lien in good faith, for value and without actual

knowledge of the violation of any provision of this Act or any rule or

regulation thereunder affecting the legality of such debt, obligation or

¢ lien.

SEC. 69. Rules and Regulations; Effectivity. -

69.1. The Commission may issue, amend, and rescind such rules
and regulations and orders necessary or appropriate to effect the
provisions and purposes oi’ this Act, including rules and regulations
defining accounting, technical, and trade terms used in this Act, and
prescribing the form or forms in which information required in
registration statements, applications, and reports to the Commission
shall be set forth. For purposes of its rules or regulations, the
Commission may classify persons, securities, and other matters within
its jurisdiction, prescribe different requirements for different classes of
persons, securities, or matters, and by rule or order, conditionally or
unconditionally exempt any person, security, or transaction, or iclass or
classes of persons, securities br transactions, from any or all provisions
of this Act.

69.2. The rules and regulati'o;ls promulgated by the Commission
shall be ‘published in two (2) newspapers of general circulation in the
Philippines, and unless otherwise prescribed by the Commission, the
same shall be effective fifteen (15) days after the date of the last
publication.

SEC. 70. Penalties. - Any person who violates any of the

provisions of this Act, or the rules and regulations promulgated by the
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Commissién under authority thereof, or any person who, in a
registration statement filed under this Act, makes any untrue statement
of a material fact or omits to state any material fact required to. be stated
therein or necessary to make the statements therein not misleading,
shall, upon conviction, suffer a fine of not less than Fifty :thousand
pesos (P50,000.00) nor more than Five million pesos (P5,000,000.00) or
imprisonment of not less than seven (7) years nor more fhan twenty-
one (21) years, or both in the discretion of the court. If the offender
ié a corporation, partnership or association or other juridical éntity, the
penalty may in the discretion ‘of the court be imposed ui)on such
juridical entity and upon the officer or officers of the corporation,
partnership, association or entity responsible for the violation, and if
such officer is an alien, he shall in addition to the penalties prescribed,
be deported without further proceedings after service of sentence.

SEC. 71. Ti ransitory Provisions. - The Commission, a; organized
under existing laws, shall continue to exist and exercise its powers,
functions and duties under such laws and this Act: Provided, That
until otherwise mandated by a subsequent law, the Commission shall
continue to regulate. and ‘supervise commodity futures contracts as
provided in Section 8 and pre-need plans and the pre-need industry
as provided in Section 13 of this Act.

All further requirements herein shall be complied vﬁth upon
épproval of this Act: Provided, however, That compliance may be
deferred for such reasonable time as the Commission may determine but

not to exceed one (1) year from approval of this Act: Provided, further,

73
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That securities which are being offered at the time of effectivity of this

Act pursuant to an effective registration and permit, may continue to
be offered and sold' in éccordance with the provisions of the Revised
Securities Act in effect immediately prior to approval of this Act:
Provided, furthermore, That the Chairman and Associate
Commissioners appointed pursuant to Section 2 of P.D. 902-A, as
amended, and serving in such positions on the effective date of
approval of this Act, shall thereupon assume and for the remaining
unexpired term of such positions serve in the capacities of
Commissioners under Section 4 hereof, and the Chairman appointed
under Section 2 of P.D. 902-A, as amended, and so serving on such
effective date shall also thereupon assume and serve as Chairman
pursuént to Section 4 hereof.

SEC. 72. Repealing Clause. - The Revised Securities Act (Batas
Pambansa Blg. 178), as amended, in its entirety, and Sections 2 and 4
of Presidential Decree 902-A as amended, are hereby repealed. All other
laws, ‘orders, rules and regulations, or parts thereof, inconsistent with
any provision.of this Act are hereby repealed or modified accordingly.

SEC. 73. Separability Clau;e. - If any portion or provision of
this Act‘is declared unconstitutional or invalid, the other portions or
provisions hereof, which are not affected thereby shall continue in full
force and effect.

SEC. 74. Effectivity. - This Act shall take effect fifteen (15) days
after its publication in the Official Gazette or in two (2) newspapers of
general circulation.

Approved,
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SCHEDULE A

(1) Name of issuer and, if incorporated, place of incojrporation.

(2) The location of the issuer’s principal business office, and it
such issuer is a non-resident or its place of office is outside of the
Philippines, the name and addres of its agent in the Pbilippines
authofized to receivenotice. '

(3) The names and addresses of the directors or persons
performing similar functions, and the chief executive, finalncial and
accounting officers and other principal executive officers, chpsen orto
be chosen, if the issuer be a c¢orporation, associat‘ion, trust or other
entity; of all the partners, managing agents, trustees or other persons
performing similar functions, if the issuer be a partnership, trust,
unincorporated association or similar entity; and of the issuer, if the
issuer be an individual; and also of the promoters in the case of a
business to be formed. ‘

(4) The names and addresses of the underwriters.

(5) The general character of the business actually transacted or
to be transacted by, and the organization and financial structure of,
the issuer including identities of all companies cqntrolling, controlled
by or commonly controlled with the issuer.

(6) The names and addresses of all persons, if any, owning of
record or beneficially, if known, more than five per centum (5%) in the
aggregate of the outstanding stock of the issuer, or in excess of such
lesser per centum the Commission by rule may prescribe, as of a

date within twenty (20) days prior to the filing of the registration
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statement.
(7) The amount of securities of the issuer held by any person

specified in subpare'xgraph (3), (4) and (6) of this schedule, as of a date

: within twenty (20) days prior to the filing of the registration statement,

and the amount of the securities, for which the registration statement
is filed, to which such persons have indicated their intention to
subscribe.

(8) A statement of the capitalization of the issuer and of all
corﬁpanies controlling, controlled by or commonly controlled with the
issuer, including the authorized and oﬁtstanding amounts of its capital
stock and the proportion thereof paid up; the number and classes of
shares in which such capital stock is divided; par value thereof, or if
it has no par value, the stated or assigned value thereof; a description
of the respective voting rights, preferences, conversion and Exchange
rights, rights to dividends, profits, or capita;l of each class, with respect
to each other class, including the retirement and liquidation rights or
values thereof.

(9) A specimen certificate, if applicable, of the security té-be
offered. '

(1‘0) A copy of any circular, prospectus, advertisement, letter, or
other communication to be used for the public offering of the
security.

(11) A statement of the securities, if any, covered by
options outstanding or to be created in connection with the

security to be offered, together with the names and addresses of all
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p‘éfsops, if any, to. be allotted more than five per centum, (5%) in
the aggregate of such options, or in excess of such lesser per
centum the Commission by rule may prescribe. |

(12) The amount of cépital stock of each class iissued or
included in the shares of stock to be offered.

(13) The amount of the funded indebtedness outstanﬂing and
to be created by the security to be offered, with a brief statement
of the date, maturity, and character of such debt, rate of interest,

character or amortization provisions, other terms and conditions thereof

-and the security, if any, therefor.If substitution of any security is

permissible, a summarized statement of the conditions uncier which
such substitution is permitted. If substitution is permissiblé without
notice, a specific statement to that effect.

(14) The specific purposes in detail and the approximaté amounts
to be devoted to such purposes, so far as determinable, for‘Which the
security to be offered is to supply funds, and if the funds are to be
raised in part from other sources, the amounts and the sources thereof.

(15) The remuneration paid, or estimated to be paid, by the issuer
or its predecessor, directly or indirectly, during the past year and the
ensuing year to (a) the directors or persons performing similar
functions, and (b) its officers or such other persons, naming each of
them whose remuneration exc;ecdgd during any such year such amount
as the Commission by rule may pfescribe.

(16) The amount of issue of the security to be offered.

(17) The estimated net proceeds to be derived from the security
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'to be offered.

(18) The price at which the security is proposed to be offered to

the public or the method by which such price is computed and any

variation therefrom at which any portion of such security is proposed
to be offered to persons or classes of persons, other than the
underwriters, naming them or specifying the class. A variation in price
may be proposed prior to the date of the public offering of the security
by filing an amended regis‘tration statement.

(19) All commissions or discouﬁts paid or to be paid, directly or
indirectly, by the issuer to the underwriters in respect of the sale of the
security to bg offered. Commissions shall include all cash, securities,
contracts, or anything of value, paid, to be set aside, or disposed of,
or understandings with or for the benefit of any other person in which
any underwriter is interested, made in connection with the sale of such

~

security. A commission paid or to be paid in connection with the sale

of such security by a person in which the issuer has an interest or

which is controlled by, or under common control with, the issuer shall

be deemed to have been paid by the issuer. Where any such

~ commission is paid, the amount of such commission paid to each

underwriter shall be stated.

(20) The amount or estimated amounts, itemized in reasonablé
detéil, of expenses, other than commission specified in the next
preceding paragraph, incurred or to be incurred by or for the account
of .the issuer in connection with the sale of the security to be offered

or properly chargeable thereto, including legal, engineering,
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certification, authentication, and other charges.
(21) The net proceeds derived from any security sold by the

issuer during the two (2) years preceding the filing of the registration

‘statement, the price at which such security was offered to the public

or sold in any exempt transaction under Section 7 hereof, and tihe names
of the principal underwriters of such security if any.

(22) Any amount paid within two (2) years preceding the filing
of the registfatioﬁ statement or intended to be paid to any promoter and
the consideration for any such payfnent.

(23) The names and addresses of the vendors and the';purchase
price of any property or goodwill, acquired or to be acquired, not in the
ordinary course of business, which is to be defrayed in whole jor in part
from the proceeds of the security to be offered, the amount of any
commission payable to any person in connection with such acquisition,
and the name or names of such person or persons, togethe‘r with any
expense incurred or to be incurred in connection with such acquisition,
including the cost of borrowing money to finance such acquisition.

(24) Full particulars of the nature and extent of the interest, if any,
of every director, principal executive officer, and of every stockholder
holding more than five per centum (5%) in the aggregate of the stock
of the issuer, or in excess of such other lesser per centum the
Commission by rule may prescribe, in any property acquired, not in the
ordinary course of business of ‘the issuer, ‘within two (2) years

preceding the filing of the registration statement or proposed to be

acquired at such date.

e
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(25') The ﬁames and addresses of independent counsels who
have passed on the legality of the issue.

(26) Dates of: and parties to, and the general effect concisely
stated of every material contract made, not in the ordinary course of
business, which contract is to be executed in whole or in part at or after
the filing of the registration statement or which has been executed not
more than two (2) years before such filing. Any management contract
or contracts providing .for special bonuses or profit-sharing
anangements, and every material patent or contract for a material patent
right, and every contract by or with a public utility company or an
affiliate thereof, providing for the giving or receiving of technical or
financial advice or service shall be deemed a material contract.

Any contract, whether or ﬁot made in the ordinary course of
business with any director or officer, or any stockholder, whether a
natural or juridigal person, owning more than five per centum (5%) of
the shares of the issuer, or in excess of such lesser per centum as the
Commission by rule may prescribe, involving in excess of an amount
prescribed by the Commission, shall be deemed a material contract for
the purpose of this subparagraph..

(2%) A balance sheet as of a date not more than ninety (90) days
prior to the date of the filing of the registration statement showing all
of the assets of the issuer, the nature and cost thereof, whenever
determinable with intangible items segregated, inctuding any loan to or
from any officer, director, stockholder or person directly or indirectly

controlling or controlled by the issuer, or person under direct or indirect

722



W 0 N v R W N e

B % & 9 & &G R & B =& o

21

24

‘ -111-
i ,

common control with the issuer. In the event any such assets cons;ist
of shares of stock'in other companies, the balance sheet and profit and
loss statements of such companies for the past three (3) years shall
likewise be enciosed. All the liabilities of the issuer, including surplus
of the issuer, showing how and from what sources such sufplus was
created, all as of date not more than ninety (90) days prior to the filing
of the registration statement. If such statement is not certified by an
independent certified public accountant, in addition to the balance
shéet required to be submitted under this schedule, a similar detailed
balance sheet of the assets and liabilities of the issuer, certified by an
independent certified public accountant, of a date not more than one
year prior to the filing of the registration statement, shall be submitted.

(28) A profit and loss statement of the issuer showing earnings
and income, the nature and source thereof, and the'expenses and fixed
charges in such detail and such form as the Commission shali prescribe
for the latest fiscal year for which such statement is available and for
the two (2) preceding fiscal years, year by year, or, if such issuer has
been in actual business for less than three (3) years, then for such time
as the issuer has been in actual business, year by year. If the date of
the filing of the registration statement is more than six (6) months after
the close of the last fiscal year, a statement from such closing date to
the latest practicable date. Such statement shall show what the practice
of the issuer has been during the three (3) years or less period as to

the character of the charges, dividends or other distributions made

against its various surplus accounts, and as to depreciation, depletion,
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and fnéintenance charges, and if stock dividends or avails from the sale
of rights havé credited to income, they shall be shown separately with .
statement of the bas'is upon which credit is computed. Such statement
shall also differentiate between recurring and non recurring income and
between any investment and operating income. Such statement shall
be certified by an independent certified public' accountant,

' (29) Any liabilities of the issuer to companies controlling or
controlled by the issuer shall be disclosed in full detail as'to use of the
p;oé:eeds thereof, the maturity and repayment schedule, nature of
security thereof, the rate of interest and other terms and conditions
thereof. If the proceeds, or any part of the proceeds, of the security
to be issued ’is to be applied directly or indirectly to the purchase of
any business, a profit and lbss statement of such business, certified by
an independent certified public accountant, meeting the requirements of
subparagraph (28) hereof, for the three preceding fiscal years, together
with a balance sheet, similarly certified, of such business, meeting the

requirements of subparagraph (27) hereof of a date not more than

_ninety (90)-days prior to the filing of the registration statement or at the

date such business was acquired by the issuer more than ninety (90)
days prior to the filing of the registration statement.
(30) A copy of any agreement or agréements or, if identical

agreements are used, the forms thereof made with any underwriter,

vincluding all contracts and agreements referred to in subparagraph 19

hereof.

(31) A copy of the opinion or opinions of independent counsel
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m respect to ~the legality of the issue.

.(32.)'A éopy of all material contracts referred to in subparagraph
26 hereof, but no disclosure shall be required by the Commission of any
portion of any such contract if the disclosure of such portion would
impair the value of the contract and would not be necessary for the
protection of the investors.

(33) A detailed statement showing the items of cash, .property,
services, patents, goodwill, and any other consideration for which
securities have been or are to be issued in payment. |

(34) The amount of cash to be paid as promotion fees, or of
capital stock which is to be set aside and disposed of as promotion
stock, and a statement of all stock issued from time to time as promotion
stock.

(35) In connection with securities issued by a person engaged in
the business of developing, exploiting or operating mineréi claims, a
sworn statement of a mining engineer stating the ore possibilities of the
mine and such other information in connettion therewith as Will show

the quality of the ore in such claims, and the unit cost of extracting it.

(36) Unless previously filed and registered with the Commission

~and brought up to date:

(a) A copy of its articles of incorporation with all amendments
thereof and its existing by-laws or instruments corresponding thereto,
whatever the name, if the issuer be a corporation;

(b) A copy of all instruments by which the trust is created or

declared and in which it is accepted and acknowledged, if the issuer is

77
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a trust;

{c) A copy of its articles of partnership or association and all the

papers pertaining to its organization, if the issuer is a partnership,

! unincorporated association, joint-stock company, syndicate, or any

other form of organization.

(37) A copy of the underlying agreements or indentures affecting
any stock, bonds, or debentures offered or to be offered by the issuer
and outstanding on the par.t of companies controlling or ‘controlled by
the iséuer.

(38) Where the issuer or registrant is not formed, organized and
existing undgr the laws of the Philippines or is not domiciled in the
Philippines, a written power of attorney, certified and authenticated in
accordance with laws, designaﬁng some individual person, who must
be a resident of the Phﬂippines, on whom any summons and other legal
processes may be served in all actions ;r other legal proceedings

against him, and consenting that service upon such resident agent shall

be admitted as valid and proper service upon the issuer or registrant,

and if at anytime that service cannot be made upon such resident agent,
services shall be made upon the éommission.

(3‘9) For each promoter, director, chosen or to be chosen, principal
executive officer, partner, managing agent or other person performing
similar functions, and for each underwriter and each director and
principal executive officer of such underwriter, a description of the
following events (whether or not occurring in the Philippines) insofar

as they are material to an evaluation of the ability or integrity of such
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person:

(a) the filing of a petition for, or a judicial declaration of
insolvency or bankruptcy with respect to any business with which
such person was associated, or a judicial deglaration that such person

is a spendthrift or incapacitated to contract.

(b) the conviction of such person, whether after trial, upon plea
of guilty or similar plea, or the pendency of a pending criminal
proceeding against such person (excluding traffic and other minor

offenses).

(c) The issuance of a judicial or administrative order, judgment or

decree, not subsequently reversed, suspended or vacated, prohibiting
or limiting the involvement of such person in any type of securities,
commodities, banking, real estate, insurance or other .business
activities, or enjoining or sanctioning such person for violations of
applicable law in connection with such activities. ‘

(d) the judicial or administrative finding in a civil proceeding,
whether after hearing or upon consent, that such person has violated
securities, commodities, banking, real estate or insurance laws, or has
engaged in fraud, embezzlement, theft, or estafa.

(40) A statement of risk factors associated with the business of

the issuer and with investing in the.securities to be offered by the

registration statement.
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person:

(a) the ﬁiing of a petition for, or a judicial declaration of
insolvency or bankruptcy with respect to any business with which
such person was associated, or a judicial declaration that such person
is a spendthrift or incapacitated to contract.

(b) the conviction of such person, whether after trial, upon plea
of guilty or similar plea, or the pendency of a pending j criminal
proceeding against such person (excluding traffic and other minor
offénses). ‘

(c) The issuance of a judicial or administrative order, judgment or
decree, not subsequently reversed, suspended or vacated, prohibiting
or limiting the involvement of such person in any type of securities,
commodities, banking, real estate, insurance or other business
activities, or enjoining or sanctioning such person for violations of
applicable law in connection with such activities. ‘

(d) the judicial or administrative finding in a civil proceeding,
whether after hearing or upon consent, that such person has violated

securities, commodities, banking, real estate or insurance laws, or has

engaged in fraud, embezzlement, theft, or estafa.

(40) A statement of risk factors associated with the business of
the issuer and with investing in the securities to be offered by the

registration statement.
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