
Congress of the Philippines 
Seventeenth  Congress 
First Regular Session }

HOUSE OF REPRESENTATIVES 

H. No. 4637

By Representatives Um ali, Alvarez (F.), Bertiz , a g g a b a o , Montoro , 
Del M ar , Robes , N ieto  and  Marcoleta , per Com m ittee Report  
No. 43

AN ACT EXTENDING FOR TWENTY-FIVE (25) YEARS 
THE FRANCHISE GRANTED TO SMART COMMUNICATIONS, 
INC (FORMERLY SMART INFORMATION TECHNOLOGIES, 
INC.), AMENDING FOR THE PURPOSE REPUBLIC ACT 
NO. 7294, ENTITLED “AN ACT GRANTING SMART 
INFORMATION TECHNOLOGIES, INC. (SMART) A 
FRANCHISE TO ESTABLISH, INSTALL, MAINTAIN, LEASE 
AND OPERATE INTEGRATED TELECOMMUNICATIONS/ 
COMPUTER/ELECTRONIC SERVICES, AND STATIONS 
THROUGHOUT THE PHILIPPINES FOR PUBLIC DOMESTIC 
AND INTERNATIONAL TELECOMMUNICATIONS, AND 
FOR OTHER PURPOSES”

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

S ection  I. Section I of Republic Act No. 7294 is hereby amended to 

read as follows:

“ Section  I. Nature and Scope of Franchise. -  Subject to 

the provisions o f  the P h il ip p in e  Constitution and applicable 

laws, rules and regulations, [there is hereby] THE fr a n c h ise  

granted to the SMART COMMUNICATIONS, INC. ( 'S m a r t ', 

FORMERLY Smart Information Technologies, Inc.), hereunder 

referred to as the grantee, its successors or assignEEs,



1 [a  franchise) to CONSTRUCT, estab lish , install, m aintain , lease,

2 CO-USE, PURCHASE, (and) operate AND CARRY ON THE BUSINESS

3 OF PROVIDING (in tegrated) te lecom m unications(/com pu ter/),

4  INCLUDING ELECTRONIC TELECOMMUNICATIONS OR electronic

5 COMMUNICATIONS serv ices), and fixed and m obile stations)

6 throughout the Philippines AND beiaveen  t h e  P h il ip p in e s  and

7 OTHER COUNTRIES AND TERRITORIES, INCLUDING OUTER SPACE,

8 AS PUBLIC INTEREST MAY WARRANT, for public domestic and

9  in ternational te lecom m unications is  h e r e b y  EXTENDED FOR

(0  TWENTY-FIVE (25) YEARS FROM THE EFFECTIVITY OF 1 HIS ACT.

11 (and) Fo r  t h is  pu r p o s e , t h e  g r a n t e e  is h ereby  g r a n te d

12 THE r ig h t  to CONSTRUCT, ESTABLISH, install, MAINTAIN, LEASE,

13 CO-USE, PURCHASE AND OPERATE THE co rresponding  transm itting

14 and receiving stations, SATELLITES, l in e s , s y s ie m s , n e t w o r k s ,

15 INTERNATIONAL GATEWAYS, LOCAL EXCHANGES, AND

16 PLATFORMS (at Such places in the Philippines) as it may consider

17 necessary, (and) convenient, OR r e a so n a b le .

Ig “ In t h is  Ac t , t h e  t e r m  't e l e c o m m u n ic a t io n s ' sh a ll

19 INCLUDE ' e l e c t r o n ic  COMMUNICATIONS'. IN ADDITION, THE

20 FOLLOWING TERMS SHALL HAVE THE MEANINGS SET FORTH

21 HEREIN:

22 “ E l e c t r o n ic  c o m m u n ic a t io n s  n e t w o r k ” sh a ll

23 MEAN: (A) A TRANSMISSION SYSTEM FOR CONVEYANCE, BY USE

24 OF ELECTRICAL, MAGNETIC OR ELECTRO-MAGNETIC ENERGY,

25 OF SIGNALS OF ANY DESCRIPTION; AND (B) ANY OF THE

26 FOLLOWING AS ARE USED, BY THE PERSON PROVIDING THE

27 SYSTEM AND IN ASSOCIATION WITH IT, FOR CONVEYANCE OF THE



1 SIGNALS: ( I )  APPARATUS COMPRISED IN THE SYSIEM;

2  (2) APPARATUS USED FOR THE SWITCHING AND ROUTING OF THE

3 SIGNALS: AND (3) SOFTW'ARE AND STORED DATA.

4 “ E l e c tr o n ic  co m m u n ica tio n s  se r v ic e” sh a ll  mean

5 A SERVICE CONSISriNG IN, OR HAVING AS ITS PRINCIPAL

6 FEATURE, THE CONATVANCE BY MEANS OF AN ELECTRONIC

7 COMMUNICATIONS NETWORK OF SIGNALS. IT INCLUDES WIRED,

8 WIRELESS, FIXED, CELLULAR, AND/OR MOBILE, OR

9 INTEGRATED TELECOMMl NICATIONS/COMPUTER/ELECTRONIC

10 SERVICES, INCLUDING VALUE-ADDED SERVICES, OR

11 TECHNOLOGIES RELATED TO SUCH SERVICE W HIOI ARE AT

12 PRESENU AVAILABLE OR MADE AVAILABLE THROUGH

13 t e c h n ic a l  ADVANCES OR INNOVATIONS IN THE FUTURE, AND

14 FIXED AND MOBILE SI ATIONS."

15 SliC. 2. Section 7 of Republic Act No. 7294 is hereby amended to read

16 as follows:

17 “Sec. 7. Term of Franchise. -  (This) T h e  franchise shall

18 be EXTENDED AND IN EFFECT for a  (te rm l PERIOD o f  tw enty-five

19 (25) years from  the date o f  t h e  approval o f  th is Act, unless sooner

20 revoked or cancelled . In the even t the grantee fails to operate

21 continuously  for tw o (2) years, th is franchise shall be deem ed ipso

22 facto revoked.”

23 Sec. 3. Section 8 of Republic Act No. 7294 is hereby amended to read
24 as follow s:

25 “Sec. 8. Acceptance and Compliance. -  Acceptance of this

26 franchise shall be given in w riting  TO THE CONGRESS OF THE

27 P h il ip pin e s , t h r o u g h  th e  C o m m it ie e  on  L e g is l a iiv e

28 Franch ises  o f  t h e  Ho use  o f  R epr esen ta tiv es  and th e



1 C o m m it t e e  o n  P u b lic  Se r v ic e s  o f  t h e  S en a te , within sixty

2 (60) days [after approval] FROM THE EFFECTIVTTY o f  th is A c t

3 [T he gran tee shall operate te lecom m unications system s for w hich

4 th is franchise is  granted  w ith in  tw o  (2) years from  the  date o f  its

5 acceptance in w riting  o f  th is franchise.) U p o n  giving THE

6  ACCEPTANCE, THE GRANTEE SHALL EXERCISE THE PRIVILEGES

7 GRANTED UNDER THIS ACT. R efusal o r  failure to accep t the

8 franchise [o r to operate] w ithin the prescribed  period shall render

9 the franchise void .”

10 Se c . 4. Section 9 of Republic Act. No. 7294 is hereby amended to read

11 as follow s;

12 “S e c . 9. Tax Provisions. -  The grantee, its succes.sors or

13 assignEEs, shall be liable to pay the sam e taxes on their real estate,

14 build ings and personal property , exclusive o f  th is franchise, as

15 o ther persons o r corpora tions w hich  are now  or hereafter m ay be

16 required by law  to p ay ].], EXCEPT RADIO TELECOMMUNICATIONS

17 AND ELECTRONIC COMMUNICATIONS EQUIPMENT, MACHINERY

18 AND SPARE PARTS NEEDED IN CONNECTION WITH THE BUSINESS

19 OF THE GRANTEE WHICH SHALL BE EXEMPT FROM CUSTOMS

20 DUTIES, TARIFFS AND OTHER TAXES, AS WELL AS THOSE

21 DECLARED EXEMPT IN THIS SECTION. In add ition  thereto , the

22 grantee, its successors o r assignEEs, shall pay  a  [franchise tax

23 equ ivalen t to  three percent (3% ) of) VALUE-ADDED TAX ON all

24  g ross receip ts o f  the business transacted  under th is franchise by the

25 grantee, its successors o r  assignEEs, IN THE PHILIPPINES, [and the

26 said percentage shall be] in lieu o f  ANY a n d  all taxes [on this

27 franchise o r earn ings thereof:] OF ANY KIND, NATURE OR



1 DESCRIPTION LEVIED, ESTABLISHED OR COLLECTED BY AN

2 AUTHORITY WHATSOEVER INCLUDING, BUT NOT LIMITED TO,

3 CITY, MUNICIPAL, PROVINCIAL OR NATIONAL, FROM WHICH THE

4 GRANTEE IS HEREBY EXPRESSLY EXEMPTED EFFECTIVE FROM

5 THE DATE OF THE APPROVAL OF THIS ACT: Provided, That the

6  grantee, its su ccesso rs o r  assignEEs, shall con tinue to  b e  liab le  fo r

7 income taxes payable under Title II o f  the National Internal

8 Revenue Code pursuant to  Section 2  o f  Executive Order N o. 72

9 unless the latter enactm ent is amended or repealed, in w hich case

10 the amendment o r repeal shall be applicable thereto.

11 “The grantee shall file the return with and pay the tax due

12 thereon to die Commissioner o f  Internal Revenue or his duly

13 authorized representative in accordance with the National Internal

14 Revenue Code and the return shall be subject to audit by the

15 Bureau o f  Internal Revenue.”

16 Sec . 5. Section I I  o f  Republic A ct No. 7294 is hereby amended to

17 read  a s  follow s:

18 “Sec . 11. Sale, Lease, T ranter, Ustifruct, [etc.] OR

19 A s s ig n m e n t  OF F r a n c h is e . -  The grantee shall not sell, lease,

20 transfer, g ran t th e  u sufruct o f, [sell] Nor assign  th e  franchise here in

21 granted o r the rights and privileges acquired thereunder to any

22 person, firm, company, corporation or OTHER COMMERCIAL OR

23 LEGAL entity, nor merge with any corporation or entity,

24 [without the prior approval o f  the Congress o f  the Philippines.

25 Neither] NOR shall TRANSFER the controlling interest [in] OF the

26 grantee, [be transferred,] whether as a  whole or in parts, and



1 whether simultaneously o r contemporaneously, to any [such]

2  person, firm, company, corporation or entity w ithout the prior

3  approval o f  the Congress o f  the Philippines[.]: PROVIDED, That

4  THE FOREGOING LIMITATIONS SHALL NOT APPLY: (A) WHEN

5 TRANSFER IS DONE THROUGH A STOCK EXCHANGE; (B) FOR

6 PURPOSES OF QUALIFYING PERSONS FOR ELECTION TO THE

7 Board; (c) when transfer is to  a corporation that is

8 CONTROLLED BY THE SAME STOCKHOLDERS CONTROLLING THE

9  g r a n t e e ; ( d ) t o  a n y  t r a n s f e r  o r  ISSUANCE OF SHARES OF

10 STOCK IN THE IMPLEMENTATION OF THE REQUIREMENT FOR THE

11 DISPERSAL OF THE GRANTEE’S OWNERSHIP CONSISTENT WITH

12 S e c t io n  13 o f  r e p u b l ic  A c t  N o . 7294; ( e ) t o  a n y  t r a n s f e r

-1 3  OR SALE OF SHARES TO A FOREIGN INVESTOR OR INVESTORS;

14 (F) TO ANY ISSUANCE OF SHARES TO ANY FOREIGN OR LOCAL

15 INVESTORS, PURSUANT TO OR IN CONNECTION WITH ANY

16 / INCREASE IN THE GRANTEE’S AUTHORIZED CAPITAL STOCK,

17 WHICH SHALL RESULT IN THE DILUTION OF THE STOCKHOLDINGS

18 OF THE GRANTEE’S THEN EXISTING STOCKHOLDERS; (G) TO ANY

19 TRANSFER TO ANOTHER CORPORATION WIHCH IS A GRANTEE OF

20 ANOTHER CONGRESSIONAL FRANCHISE FOR PROVISION

21 OF TELECOMMUNICATIONS SERVICES; AND (H) TO ANY

22  COMBINATION THEREOF WHERE SUCH TRANSFER, SALE OR

23 ISSUANCE IS EFFECTED IN ORDER TO ENABLE THE GRANTEE TO

24 RAISE THE NECESSARY CAPITAL OR FINANCING FOR THE

25 PROVISIONOFANYOFTHESERVICES AUTHORIZED BY THIS ACT

26  AND/OR TO CARRY OUT ANY OF THE PURPOSES FOR WIHCH THE

27  GRANTEE HAS BEEN INCORPORATED OR ORGANIZED: PROVIDED,

28 FURTHER, That any transfer, sale, or  issuance is in

29  ACCORDANCE WITH ANY APPLICABLE CONSTITUTIONAL

30  • umttation: P r o v id e d , f u r t h e r m o r e .  That Congress



.c

1 SHALL BE INFORMED OF ANY SALE, LEASE, TRANSFER, GRANT OF

2  USUFRUCT, OR ASSIGNMENT OF FRANCHISE OB'THE RIGHTS

3 AND PRIVILEGES ACQUIRED THEREUNDER, OR OF THE MERGER,

4 OR TRANSFER O F. THE CONTROLLING INTEREST OF THE

5 GRANTEE, WITHIN SIXTY (60) DAYS AFTER THE COMPLETION OF

6  THE TRANSACnON: PROVIDED, MOREOVER, THAT FAILURE TO

7 REPORT TO CONGRESS THE CHANGE OF OWNERSHIP SHALL

8 REM)ER THE FRANCHISE IPSO FACTO REVOKED: PROVIDED,

9 FINALLY, T h a t  [AjAny person or entity to which the franchise

10 herein granted is validly sold, transferred o r assigned shall be

11 subject to the same conditions, terms, restrictions, and limitations

12 ofth jsA cL ”

13 Sec . 6. Section 13 o f  Republic A ct No. 7294 is hereby amended to

14 read as follows:

15 “Sec . 13. Listing o f  Shares. -  The grantee shall list,

16 subject to the requirements o f  the. Securities and Exchange

17 Commission and the stock exchange concerned, and make a public

18 offering through the stock exchange [o f  the shares representing at

19 . least thirty p er centum (30%) o f  its authorized capital stock] in any

20 securities exchange in the Philippines within two (2) years from

21 the effectivity o f  this Act, UNLESS THE GRANTEE IS WHOLLY

22 OWNED BY A PUBLICLY LISTED COMPANY.” -

23 Sec . 7. A  new section is hereby inserted after Section 15 o f  Republic

24 A ct No. 7294, to read as follows:

25 “ S e c  16. E q u a u t y  Cla u se .  -  I f  a n y  f r a n c h is e  f o r
• *

26  TELECOMMUNICATIONS SERVICES AWARDED OR GRANTED BY

27  THE C o n g r e s s  o f  t h e  P h il ip p in e s ,  o r  a n y  a m e n d m e n t  o r



8
1 REVISION TO ANY FRANCHISE FOR TELECOMMUNICATIONS

2 SERVICES, SUBSEQUENT TO THE APPROVAL OF THIS ACT,

3 PROVIDE TERMS, PRIVILEGES, EXEMPTIONS, EXCEPTIONS, OR

4  CONDITIONS THAT ARE MORE FAVORABLE AND BENEFICIAL

5 THAN THOSE CONTAINED IN OR OTHERWISE GRANTED UIWER

6 THIS ACT, THEN THE SAME TERMS, PRIVILEGES, EXEMPTIONS,

7 EXCEPTIONS, OR CONDITIONS SHALL, IPSO FACTO, ACCRUE TO

8 THE HEREIN GRANTEE AND BE DEEMED PART OF THIS A c t ” .

9 Sec . 8. The present Section , 16 o f  Republic Act No. 7294 is hereby

10 renumbered as Section 17.

11 Sec . 9. A new  Section 18 is hereby inserted to read as follows:

12 “ S e c . 18. P e n a l t y  Cl a u s e . -  f a il u r e  o f  t h e

13 GRANTEE TO SUBMIT THE REQUISITE ANNUAL REPORT TO

14 Congress shall be penalized by a fine in the amount of

15 f iv e  h u n d r e d  p e s o s  (P 500 .00) PER WORKING DAY OF

16 NONCOMPLIANCE, TH E FINE SHALL BE COLLECTED BY THE N TC

17 FROM THE DEUNQUENT FRANCHISE GRANTEE SEPARATE FROM

18 THE REPORTORIAL PENALTIES IMPOSED BY THE N T C ”

19 Sec . 10. Applicability Clause. -  All other provisions o f  Republic Act

20 No. 7294 which are not inconsistent with the provisions o f  this A ct and remain

21 unrepealed shall continue to be in full force and effect.

22 Sec . 11. Effectivity. -  This A ct shall take effect fifteen (15) days after

23 its publication in the Official Gazette o r in a  newspaper o f  general circulation.

1 Approved,


