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uF:'tINIiMG OF THE 5E5E5IOH

Ht 5'! 48 p.m. f the Senate President, Han., Frank! in ii. 
Drilan, called the session ta order„

The President. The 26th session of the Senate in 
the Second Regular Session of the Twelfth Congress is 
hereby called to order.

Let us all stand for the opening prayer to be led by 
Sen. Joker P. Arroyo.

Everybody rase for the prayer,

PRAYER

t) e n a ’c o r h r r o y o ;

L'ora, nej. p us race -rnese crouoj. eci aina, 
uncertain times. We need Your strength and

courage - because we face problems that are not 
just hard to cope with but are also difficult to 
accept and understand.

We . ask You to dispel , our discouragement, 
strengthen our hope, and' deepen our patienc'e and 
perseverance.

Give us the courage and confidence, and let 
o u r f a i t h s u s t a i n u s u n t i 1 • j o y and p e a c e c a n
return to our lives.

We ask You these through Christ our Lord.

Amen .

ROLL CALL

me f-resxaerrc. i ne tsecrecary will piease cai i rne

roj. .1 „



I ne Hcring tsecrerary LHfcy. Keyes j , reaaxngt

tjena.ror tagarao u . Hnga.ra..........................................
Senator Teresa Aquino-0 re ta  . . . . . .  . . . .

Senator Joker P. Arroyo . . . . . . . . . . . . . . .

Senator F:<obert Z. Barbers. ..............
Senator Rodoifo 6. Blazon .............. .

Senator Renato L. Campanero Cayeiano....
5 e n a. t o i- iM o i i. m i< a b a. y a n ® D e Castro.......
Senator Luisa » Loi« P. Ejercito Estrada, 
Senator Juan H. Flavier.................
Senator Gregorio B. Honasa.n .............
Skenator P:oben"t. S. » JAiiOa Jaworski ......
Senator F:a.nf i lo ii . La.cson ...............
Senator Loren B. Legarda Leviste. .. . . . . . 
Senator Ramon B. J'iagsa.ysa.y Jr. ......... .

■Senator Joiin F-i. usmena. .................................................
Senator Sergio R. usmena III....... . . . . .

Senator Francis i'4. Pang il in an. ..........
Senator Aqu.iiino Q. Pimentel Jr. ....... .
Eiienator Pai ph ■ G „ Recto ..................
Senator Ramon Ei. Fleviiia. . . . . . . . . . .  . .

Senator Vicente C. Sotto III............
Senator Hanuei B. viiiar Jr............ .

Trie President............................

. .HDsen r 

. . Presen t 

. . Present 

..Absent 

. . i-

. ..Present 
. F'resent 
. F:' re sen t 

. . ii.

. . F’ re sen t 
. F're sent 
..Present 
. .F're sent 
. .F-'resent 
. . F'rese;n t i- 
..Present 
. . i i-
. . Presenti 
. .. P resern t -i 
. .Presents 
. . F' re sen t 
. .Presents 
.. .F"'re sent

I ne !-■ res.iaenx;. wit.n senaxors presen x, xne unair
d e c I a r e s t h e p r e s e n c e o f a q u o r u m .

The riaj ori ty Leader is recognized .

TF-iE .J uLFFIiMAL

Senator Leviste. Fir. President, I move that we 
dispense with the reading of trie Journal of trie 25t: n 
•session of October i5, 2002 and consider it approved.

Trie F“'residenX „ Is there any objection? CSi iencej

There being none, the motion is approved.

rp HrrI.Vea atxer roj. j. car. i 
-i T 0 n o f f i c i a I m i s s i o n



Senator i_eviste. i move -cnar we proceea ro ’cne 
Reference of Business.

7 rt e F' r e s i ci e n ’c . .!, s mere any a d j e c 'c i o n i. i:!j. .tern cej
7here being none , t he mot ion is approved ..

7 h e 5 e c. r e t a r v w i. i i r e a d t h s R e f e r e n c e o f B u sine s s .

u i uiM r .1 I nt HU i i-'ILt

I h e Act i. n q S e c r e t a* r y . 5 e n a t e Ei ill iM o . -a ei 'j , e n r. i r j. e a

Hi''! AC7 i:-'iRuv IDIi\)G F'uF; JHE ES7AE1L15Hi,iEi'47 Ai'4D
i’iHi'4AGEriEi!iM7 OF EiALI iMEiASAYAu 7w.Ti,4 LAKES I i4 
7Fii:i i'iiji'4 j! C I i:”' Ai... I 1" IE!B OF" 5 IE'UL Ai'4 A i\iE' Ei Ai\i J u5E ,
ALL I ti 7FiE; PFuSv INCE uFr iMfEGFajS uR IEKFrALi, AS
A i'4H7UF;;Ai... F:’AiRi<, DEiF"INIi'4G 175 SCORE Ai'-iD F“uR 
07HEEF': PUFEROStES

I n t r o d u c: e d b y S e n a t a r J a w o r s k i

f ne rresiaent. Kererrea za me uommitrees 
EEnv iron merit and FiaturaEi Resources i; and Finance

on

I he Acting Secretary. Senate Bill No'. 2 3 ELL, entir lea

Ai'-i AC7 Ai’iEEi4D I i'4iS SErIC7IuiM .2.23 AiMir .2.24 Or" t-iCF NO.
3E:s j. 5 n 0 7t"i FIFE w I EiE F-! iNiO wi\i A E> 7r-i E RE v I E>EE D F'E iM A i._
C 0 D EE , A S A i 'i EE iM D EE D

I n t r Q d u. c e d b y EE e n a t o r- D e C a s t r o

7he President. Referred to the Committees on Justice, 
and Fiu.man EEiq hts ; and pubiic 0rcier and I i iega i Drugs

UUl’iriUlM i L,H I i DIM

7 Lie Acting Secretary. Letter from Deputy Executive 
Secretary for Legai Affairs Jose- 7. 7aie of the Office of 
t h e pre sid e nt of the Phi1ip pines, tra n s mi11in g to t h e 
Senate two (2) original copies of R.A. No. 9i72, entitled



HIM HU I HtlMt. W J. IMU HIMU H I’ltlIMJU J. IM U 1" l'< HIM i w) tr..
GRAiM'TED TO EhBTEFOm TELECGi'iriuiM I CAT I uiM5 
PH I i... I F-f:' I iM E5 , I iM C .. ( EA 5T E"R iM t£ X TE i\i5 I u iM
AUSTRALAEj IA AImD CHINA TELEiGRAPH COHf^'AiMY 
i._ li’i I TED ) UNDE Em i-MtrlE-UEiL I C ACT NG. -600, A5 
ANEImDEID

whi ch i apsed in to i aw on uc: tabe?r 3 2002 ,, without t hr 
signature of 'che E:Tesident, pursuant to the provisions ai 
tiection 27' (i). Article VI of trie Constitution.

I ne rresiaenr I D c n e (-1 r c: n i. v e s

Uf-f" HU V.I. UU. ! Ul" M-ll:;:. UUf-fMr-.totlM I H I J. VtS Ul" I I" 1 l-U::. I

IMH I ,
Fi-i IL... ]

GiMfaL. CuiMGF;EEiE)5 ui~ huvt.-..im i iu i u i uuuim i utr-iutnu ui- i Ht 
F'F’INEiG; AImD TE-iE E...uCAL GuvEEHMiMEiMT uE17!1'ICI AE..5 OF' 5TA. 

EmQ5 a , Em i..iEI vA ElCI J A ACKEmuNLEIDGED

Senator Lev is re. nr. rresiaenc, we wou io .lire ro 
acknowledge the presence in the gallery today of the 
representatives of trie First EMationai Congress of 
Adventist Student Leaders sponsored by the Adventist 
Uni vers i ty of t E"ie F'hi ]. i. ppines .

we would like to acknowledge also the presence of 
t h e 1 o c a 1 g o v e r n rn e n t o f f i c i a 1 s o f 51 a . R o s a , Em u e v a E c i j a ,, 
headed by its mayor,, E’Earlon E’Earcelo; vice mayor, Josef ino 
Angeles 5 and its coun c:i. 1 ors .

TEmo F:’resident. It is so noted.
N

Senator E..,eviste. Eir. President, on a point of 
personal privilege, I ask that we recognize. Sen. Sergio 
F\. US men a I 11 „

The F' r e s i. d e n t. 5 si n . 5 e r g i o R . u s m e n a I 11 i s
r e c o g n i z e d . E’E a y t h e C h a i r k n o w t h e p o i n t o f p e r s o n a 1 
privilege.

UUUU I J.UIM Ul” I”’ I’M J. V J. U L”. U U Ul” UUlMHIUl'M UUI'IUIMH [ t:> }
(Explaining His. Dissenting ijpinion on 5. Emo . .2140)



tsenaror usmena. nr. rresiaerrc 
presented with the committee report 
s i g n e d k d i s s e n t i n g »

yes-ceraay , x was 
o n t h e T r a n s c o . I 

because the same crooks that have

b e e n s t e a 1 i. n g t h e g o v e r n m e n c a. n a x. n e t-111 p i n o people 
blind are still in management position and control at 
Transco.

Hr. President, just as important reason for signing 
my dissent on the committee report is, I thought I would 
think it over for 24 hours.

I ranSCOr-1. r s T., 1 n c n e s e c o n a a no i a s i: n ear x n g s o 
last Thursday , less than a week ago by tomorrow, I had 
requested information from the P5ALH and from the ERC — 
and I know the Senate President was present so he knows 
the information that I had requested--and I had not 
r e c e i v e d t h a t i n f o r m a t i. o n . E v e n t h o u g h w e h a d n o t 
received that information, the final committee report was 
made and passed around for signature.

i'ir. President, I was jusi: nopxng 'cnat; out: ot

courtesy to a member of the committee, to a colleague at 
least, IS I buy your leaves; could have been asked.

Second, i'ir. Prersi. demr, or even more impor'can ce ro 
t h i s Cham be r i s t he f a c t, t ha t i f a membe r o f the Ben a te 
requests information and it is disregarded by the 
cD(nmi 11ee , then wiiat respect wouId resource pers;ons in 
the future have when they know that whatever information' 
we ask for does not have to be given in a timely fashion?

Let me give examples of the type of information I 
had requested 5 for this Chamber and my colleagues to 
judge whether these were whimsical requests or whether 
they had some importance and materiality to the franchise 
u n d e r c o n s i d e r a t i o n b y t h e 5 e n a t e C o m m i 11 e e o n P u b 1 i c 
Services:

Ho. i. I asked for a language that would ensure that 
they would be technical people, somewhat in charge of the 
operation of the Transco or the transmission company and 
not amateurs who may have nominal control of 60% of the



concession but would nave aosoiuneiy no cecnnicai Know™ 
how in mana,ging a transmi.ssian proj ect.

Hr. President, in the EPIRA Law, because we thought 
that there would be no constitutional barrier to 
ownership of a concession contract by a. iOOX foreign 
entity, we placed on record the intent of Congress that

any such concessional re must have the experience of 
managing a concession of similar or larger size for the 
past three years. That is not in the language.

i'io u 2 . 7ha t tftere shou i d be a i anquage that will 
tig h t en up t h e p r ovisio n on t he conce ssionair e's 
compliance with the ' TDP. I, read that there were some

amendments to the House version. Bu t, Hr. President,

that type of language that I had been expecting and which 
was. promised by the DOE had not been submitted to my

office.

Ho.. 3. I asked for Latin American mooeis co Tina 
out whether a concessionaire could encumber some or all 
of the assets of tfte 7ransco even though the ownership of 
those assets are not owned by the concessionaire.

In the recent hearings we nao in rne narco 
investigation, Hr. President, Piatco had been allowed by 
t h e D u 7 C t o mo r t q a g e t h e n e w 7 ermin a 1 III, which m e a n s 
that on the very last year of the concession agreement, 
f or eXamp 1 e , on the 25 1" n year, Piatco , who is obligated 
to turn over the Terminal III free and clear of all 
mortgages and encumbran ces could just walk away one week 
before the end of the concession period and leave the 
P i 1 i p i no people a n d t h e P h .1.1 i p p i n e g o v e r nment hold i n g 
hundreds of millions of dollars in mortgages. 5o, can the 
c o n c: e s s i o n a i r e o f 7 r a n s c o d o t h i s ?

ne J. acing ax so r.o narco, nr. rresiaenr, di/. ot 
Piatco is controlled by a group that has absolutely no 
experience in managing an international airport of the 
s t a n d a r d t i i a t 7 e r m i n a 1 11 I s h o u 1 d b e . w h i c i i i s w ii y , i. n 
the original terms of reference, we have mandated that' a 
technical partner be part of the concessionai re for the 
P i a t c o 7 e r m i n a 1 I 11 p r o j e c t. Li n f o r t u n a. t e 1 y , w h a t w a s n o t

6>
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foreseen was -cnaT:, mag-aaway lyong oi. /„ parx:ne?r at: lyong

foreign technicai partner at kung hindi na. pi na pans in 
iyonq foreign partner, ano pa ang mangyayari sa atin?

K]apag i yong mag ig in g rnay--an o magi g.1 ng
con cessionaire ng T ransco, which is 607, Filipino, will 
quarrel with his foreign partner, how are the rights of 
t h e F i 1 i p i n o p e o p i e , t h e cons u m e r s o f e 1 e c t. r i c i. t y i n this 
country going to be protected in such a case?

Anotner request tnat .1. macie was tne language mat 
wou1d allow the con cessionaire to support and compiement 
on commercial iy viable terms the expansion of the EiPuG,, 
The 5F:ijG stands for the smaill public utilities groups 
which take care of the 'small islands, like i'iarinduque, 
Has bate, ' Fa lawan,, Hindoro, Bata'nes, and Biliran . They 
are those that are not connected to the , national 
transmission grid. That language is, not in the committee 
report.

Also, I asked for a language that would protect 
T r a n s c o f r o m a n y a 11 e n d a n t 1 i a b i 1 i t y i n c u r r e d b y t. h e 
con cessionaire that may be way out of. proportion to the 
remaining life of the contract. ^

Hr. President, Transco is a work in progress. Even 
i f we g i. Ve au t a con cession con trac t for the manag0men t 
and expansion of the transmission company, every yea.r the 
c o n c e s s i o n a i r e w i 11 h a v e t o 1 a y o u t Li 5 'p i b i 11 i o n t o Li 5 s 2 
b i 1 lion f o r e x p a n s i o n . I f a t w e r e a 2 5 -- y e a r c o n t r act, 
e V e n o n t h e 2 5 - 'n y e a r , i. t w o u 1 d h a v e 1 aid t h a t o u t.

IMOWJ hov'j would they get paici oacK.

There must be some language tha'c wouj. a, a'c j. ease, 
protect both the concessionaire and the . Filipino people 
to make sure that they can say, » Yes, we will respect 
Va 1 id con trac ts. Yes , there wi 11 be an assignabi1ity 
clause of those particular liabilities attendant to the 
expansion that would be made in the few remaining years 
of the concession contract.



IMQ .

eminen t 
domain,

t:>. j. asKe;a tor a provision on me power ot 
domain. Transco needs the power of eminent

!M o . / . H p r o V1 s 1 o n relating t o t n e p r e s e r v a t ion o t 
en V i r on tnen t and e co i ogy .

NO. a . 1 a s K e a t o r a m a t r i. k o n t n e !» g o i a e n -- s n a r e m
issue tha t was raised by tbe 5ena te president himsei f . 
How was this golden share® done in other countries that 
u t i 1 i z e d t h e g o 1 d e n - s h a r e c o n c e p t ?

So, Hr. President, I was hoping that perhaps we 
wau 1 d hav e be en .a b i e to f i. n d t i me . Fi rst, g e t a t i me i y 
response from the P5ALH and the ERG on this request that 
we made;, which they promised would be coming for us to 
absor b and craf t proper 1 anguage for amendments to the 
Transco bill.

NOW, i'ir. ["resident, I do not think this 
re p re se nta tion has develops d a re puta tion for j us t 
blocking bills;. ' In the recent example of the 5PAv now 
ca 1 1 ed the « 5peciai Ass;et Hanagernent Company , « I mean, 
we have worked long and hard to craft what we hope • is a 
much be11er 1 aw that wou1d redound to the benefit of the 
Filipino people in general and the financial sector in 
particular. And I think we have proven that.

5o i’ir. President, I was; hoping that this Cham be r 
w i 1 1 n o t b e a r u b b e r s t a m p o f a n y r u s in to a p p rove t h e 
Transco franchise. As; a matter of fact, I have sided 
with the administration in making , this f ranch is; e 
assignable because the -government is going to lose maybe 
a couple of sTOO million, maybe T500 million in the value 
of the Transco if i t is bi.dded ou t wi thou t an assignable 
franchise.

• Linf ortunate 1 y , I mean , I wi 11 abide by the rule or 
by the vo te of my col 1 eagues in tinis> Chamber . But 
es;sen ti a 1 1 y , I thin k that t ha t has; to be revisited. 
Hay be, we should debate it on the Floor.
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tiU'i: I'lr. i-resiaem:? .l cio noi: Know wny we aire rusnj. ng 
to approve a franchise when one year and five? months 
after the passage of this Electric Power Industry Reform 
Act of 2001 in early June last year, the Department of 
Energy and the P5ALH did not finish all the requirements, 
a i 1 t h e c o n d i. t i o n s t h a t C o n g r e s s h a d p u t i. n t o t h e E PI R A 
for them to do.

For e !■: amp 1 e , Gong re ss had man da ted that an 
i n t e r a\ q e n c y c o m m i 11 e e w o u 1 d r e v i e w a 1 i t h e i n d e p e n d e n t 
power purchased agreements« we have had a summary

submitted to us; we have not been briefed as we were 
promised to be briefed by the Department of Energy. Ang 
gusto naming mala man at ng taong-bayan ay kung bakit 
nagkaroon ng overpriced contract at anong gagawin natin 
d i t Q ?

i'-iow ,, CDng ress and the 5enate , in particu 1 ar , has 
h a p p i 1 y i n v e s t i g a t e d o n C2 o r t w o con t r a c t s a 1 r e a d y . 
Casecnan is almost over. ■ It has turned out to be the 
most expensive PFA in the entire country at P9 per 
ki 1 owa11•••■• hour . And I hope to do one or two more

investigations before the end of the year, including a 
privilege speech that I will make on nonday.

But over and above that, nr. President, Transco, 
which is part of Napocor, is the largest corporation in 
our_ COun t r-y i n te rfns of assets . 11 i s owneci i'j0a by ti'le

Filipino people.. If anything, the Senate and the House 
are its board of • directors. We have . oversight
responsibilities. Transco alone is estimated to bring 
about a sale of about f>2 j3i 11 ion , ivir. F:'resident. This is

the largest privatization.in the history of this country. 
If we do not watch out, if the same crooks who have been 
stealing us blind, the, same syndicates in Hapocor are in 
contro 1 -— and they are in contro 1 of Transco today-— can we. 
imagine kung makaka-iOX lamang si la, that is 9200 
million. That is PiO billion. _ '

, 5a I am hop in g that the 5en ate , i ns tead o f rush in g ,

with deliberate speed, will be very careful and plug all 
the loopholes so that, at least, we will have tried to



tn 1 n X (IIX z e a n y s n e n a n x g a n tin a t co u ,i a n a. p p e n on me saie o t 
7ransea. .

I thank very niuch the President for his p(atienc;e.

The Pres i d e n t. T ii a n k y o u , Sen. 5 e r q i o R . u s (n e ri a.
ill

SUtiPEi’-iS IuiM ur- tiPtstiiuiM

Senator Leviste. i move ’cna’c we suspeno me session 
fo r ' o n e min ute, Hr. Pre sid e nt.

The Presiden t. I s> there any objection? iSi 1 enceJ 
There be^ing none;, the session is suspended for one 
(n i n u t. e .

11 wa s 4 s 04 p ,m.

!-■;tiunr I J. uiM ur utiuu i ur-i

Ht 4:17 p.m.f the session was resumed.

The President. The session is resumed.

BILL Oi'-i EiECuMD FvEADIiMU 
,S. No . 2i i6 0!--The Speciai Purpose Asset 

vehicles (SF::hv) Act of 2002 
(Can tinua t.i on j

Senator Leviste. Hr. President, I move that we 
resume consideration of Senate Bill Ho. 2ii6 as reported 
ou t und er Commi 11.ee Report Ho . 4i .

The President. Is there any objection? [Silencej 
There being none, resumption of consideration of Senate 
Bill Ho. 2ii6 is now in order.

Senator Leviste. Hr. President, we are in the

perioci of committee amendments. I ask that we recognize 
t h o s p o n s o r , S e n . R a ]. p h S . R: e c t o .

T he P re s i d e n t. Sen. R a 1 p h 5 . Fie c t o i s recognize d .



I-or me recara, tiena-cor wecco, r.ne unair is in 
receipt of a version with the notation on the upper right 
hand portion saying ® WITH APPf-ajvED Cui,,ii,il TTEE AiriEi''iDi,iEiMT5 
A5 CiF uCTuE'.ER 15, 2002 u®

i'iay I know if it is the pleasure of the sponsor that 
this version de^ u.sesd for purpos;es of the debate this 
afternoon.

;e n a z n r r-^ e c r. o . 
Without prejudice to. 
f i n i s; h Article IV.

I n a z 1 s r i g n t, r i r . r-' r e s i a e n z..
V e s t e r d a y , w e w e r e u n a b 1 e t o

I n e i-' r e s i a e n r.. 
b a c k t o A r t i c 1 e I V . 
af t.ernoon .

Th£\t is correct;. i naif, is wny we go 
I mean we start with Article IV this

Denar.or itecro . mar is rignr.
The President. 5o we now ' proceed with Article IV 

whi ch was not f in ished yesterday .' In. f -ac t, i t was 
suspended upon ths; requesit of Senator Arroyo. So 'We

p ro ceed to pag e 1 i , s ta rt i n g w i th 1 in e i 7 .

Ben . Joker P. Arroyo is; recognized.

Senator Ar’royo. Thank you, rir. President. This 
Article, IV i s a c t ua 11 y t h e rue a r t of' t h is b i. 11 . Be? f o re I 
propose my .amendments, the reason Article IV, in its 
entirety is? objectionable is, it gives the FIs tax-free 
transaction of the transfer of its ijPAs. From the r" I to 
the SAi'iC, there will be; no tax. From the BANC to a third 
p a r t y , t h e r e i s n a t a x - 5 o t h e r e a r e t w o t r a n s a c t i o n s
w h i. c h w o u 1 d n o t b e t a x e d .

Senator -Recto. Limited to a seven-year period—two 
years for the first and five years for the second.

5 e n a t or A rroyo. 'Hr. P re sident, precise1y, w e w i 11 
come to the p eriod 1 a te r on, but t his is quite a holid a y 
for both the FrI and thf3 SAi'iC.

So my cj-oncern i-s: If the sponsor will insisst on that
tax provision, let me ausk an alternative; whetht^r the

i i



same rax privileges wouia oe given ro a oorrowersao 
should the borrower buy the same property—his property 
in fact. from the FI, it is tax-free under this.

senator necco. ves, unoer 
section, on page 13, line 7„

uec rx on j. '=+ r n£5 ;ame

tsenaror Hrroyo. hi i rignr. t>o ir. is rree. uur. wnen

the bor rower se 1 i s i t to a third pa rty , i t is noV'j

taxab ie. 5o I ask the question: Why is it that, in the

transfer from the BAi’iC to a third party, it is not

t.aXab ie , whi 1 e i.n a t ransf er f rotn t he bor rower to a t hi rd 
party, it is taxable?

5enator Recto . That is an exce11ent question, Hr. 
president. The reason we have provided. for the first is 
tha t i t i.-5 con-sistent wi th the De c 1 aration of F'oi icy in 
this bill. We want to address the nonperforming assets of 
the financial institutions. If we allow the borrower to 
sell to a third party or anyone for that matter, any Tom, 
Dick and Harry, to sell a property tax-free to any other 
person and this property is a non performing asset, that 
is not the i.n ten t i.on of t. he b i. 1 1 ,

Senator .Arroyo. Hr. President, I am only referring 
to a non per forming asset. rieaning , this is a 
non performing asset bought by the borrower. In fact, that 
is 'the property of the borrower himself. But. because he 
would like to take a chance, he buys it, then he gets the 
transaction tax-free,

i\iow , he wan ts to make a 1 i111 e money sa he transf ers 
it to a third party or whoever funded him . Why wi11 it

rrom r.ne aHi’io uo 'cne 
Does the sponsor not

D e 'c a X a □ i e u n 'c n e o r n e r n a n a , 
t h i r d p a r t y , i t i s n o t t a x a b 1 e , 
think that this is discriminatory? If the idea is to help 
the financial institutions, that is fine, we have no 
pra b 1 em w i t h th at. 5u t in our d es i re to he 1 p the 
financial system, we should not creates an unequal 
situation where the borrower is not extended the same 
pri Vi lege. Af te r a 1 1 , t he bor rower also lost his 
property.



Go r-’^o

Sena-cor i-tecco. in me example mar me genr leman na.ci 
given,, the borrower did not lose his property because he 
was able to buy it back, as the gentleman mentioned.

Senator Arroyo. Yes. He bought it back.

Senator Flee to. In racr, nr. rresiaenr, i mi nr ir 
is clear that in this committee report, we have provided 
that if a. borrower were to make a. da cion en pago to the 
bank, it is tax-free as well. If a borrower were to make 
da cion to a SPAv, he also enjoys the sa\me tax incentives 
a n d p rivi1e ges.

The question of the gentleman from tiicoi is: If a. 
5AiviC were to sell an ijPA to a third party, it is tax-

f r e e ; a n d i f the b o r r o w e r s e 1 1 s a p r o p e r t y t o a. t h i r d
party or even any Tom, Dick and Harry, selling to a third

party it is not tax-fre^e. Is it because this is a spe?ciai 
law,! to assist the financial institutions wiping out their 
n o n p e r f o r m i n g a s s e t s ?

In the gentleman’s case, if we were to al low any 
Tom, Dick and Harry to 'sell a property tax-free, then 
there is no relationship to a non performing asset in a 
financia1 institution. If, for examp1e, in the case of a 
borrower, I think it is good enough that he- has the

privilege to buy back his property either from a 5PA’v or 
i f t h e FI i s u n a b 1 e t o s e 11 t h i s p r o p e r t y t o a 5 P A v a n d 
decides to sell it to the original borrower which is 
a 11 o W'j e d a c t u a 11 y i n t ii i s b i 11 , t h e n I t h i. n k h e wj o u 1 d h a v e 
gotten his property back and that property now is no 
1Dng e r a non p e r f o rming as se t„ I d o n o t s ee the

r e 1 a t i, o n s h i p b y a 11 o w i n g t h e b o r r o w e r t o s e 11. h i s 
p r~ o pert y t a y. - f r e e t o a t h i r d p a r t y t i'l a t w o la 1 d r educe t h e 
HPAs of the financial institution.

I f , f o r e a m p 1 e , i n t h e c a s e o f a b o r r o w-j e r , I t i‘i i n k 
i. t i s g o o d e n o u g h t h a t h e h a s t h e p r i v i 1 e g e t o b u y b a c k 
his property either from a 5PAv or if the FI is unable to 
sell this property to a 5PAV and decides to sell it to 
the original borrower which is allowed actually in this 
bill, then I think he wou1d have gotten his property back 
and that property now is no longer a nonperforming asset.

i3



I d Q n o t s e e c n e r; e .l a r. i o n s n i p c n a c. d y ax j. o w i. n g 'c n e
borrower to seii his property ta:-;-free to a third party, 
that would reduce the KiPAs of the financial institution.

whereas in the case of the 5AHC„ if we give the 5AHC 
that privilege and because of the lack of capital in the 
p hi. lip p i. n e s , t h e n w e a r e e n t i cing foreign i n v e s tor s t o 
bring in capital in the .Philippines, orga\nize a SAi’iC 
because of the incentives provided for in this bill, 
purchase within a two-year period the nonperforming 
assets of the financial institutions, either rehabilitate 
some of these distressed businesses and within a five- 
year period sell these RuPGAs or NPLs to a third party.

5enator Arroy o . rir . Presiden t , as I said yesterday , 
f\'a./a/vg Jsbctn xyong borrower. He can be outbidded

i m m e d i a t e 1 y b y a 5 A i -i C b e c a u s e o f t h e t a e e m p t i o n s w h i c h 
are actually, in a sense, income already of either the 
FIs or call it the 5AHC.

iMOW n mere • s no way oy wru.cn a d or" rower can matcn
me . , „ „

tsenacor Kecco . j. oeg 4 r:o a isag ree, • nr. r-resj. aent. me 
reason for that is, assuming that the FI is willing to 
negotiate with the SAi'iC and the, original borrower, 
especially if the FI wants more value for" these assets, 
it is safe to assume that the borrower would know more 
about these assets, would va.lue these assets at a higher 
price than a 5AHC .■ Heaning to say, if the FI ... . Hay be
the SAi'iC would buy this asset from the bank at a 'auA 
discount. But the borrower, assuming the FI wants a

greater value for this property and tel 1s the borrower", 
HI Okay, we take away the interest on interest, the 
penalties on in terest,n and realizing that the borrower

would be willing to pay 90/1 of that _ asset, then he may 
elect to sell it directly to the borrower.

So, again, my proposition is that the borrower" would 
know how to appraise his property possibly at a higher"

value than that of a third party, in this case, a SAi’iC.

.1.



toena cor Hrroyo. i’ir„ r resiaen'c'cne eKampj. e o r 1:00 
sponsor is that’ho is isolating each transaction. What I 
am trying to say is that if we look at the totality of 
the tax exempt ions here, then this is so overloaded 
favoring the BAi'iC .

Look at this. Like the next Section i5 » » hDDITIuNhL
ThX EXEiiFTIuN5 hND FEE FRIvILE6E5. ® (A) THE SAitC SHALL 
BE EXEMPT FROM" INCOME TAX ON NET INTEREST INCOME, 
DOCUMENTARY STAriP TAX AiMD i'iuiaTGAGEE REIGIS 1 i'a-i i I uix r-izi;:;.o ui'4 
i''iEW L0AN5 I i''i EXCEl55 QF EX 15TI i46 LuANS EXTEN5EI; ! u 
BORROWERS WITi-i ’NPLs WHICH HAVE BEEN ACQUIRED BY T HE 
5 A if C. SI

f-iow can 'cnere do even new xoans

enar.orecce , une c:r

DC

n m -ir i-; 1. n g
s t a t e p r o p e r t y ;; o n e w o u i d b e

(i I a n e v i::i v wav of re h a b i 1 i t a t i n q

j.n cnis case 5 xc xs an xncencxve ror cne saHi’iu co 
; e hai:) i i i t at e by way of extending new loans or by capital 
infusion to these distressed businesses. Again, Mr. 
F'!'■■ esident ,, con-iii iten t wi. t ri 5ecti.on 2 af the Deciaration 
of PoIicy .

P a r t o f c! u r D e c .1. a r a c x a n o t r o 11. c y ,, nr. i-1 r e s x a e n c , x s 
III ta i 1 e ]. p i. n th e re iia tj i 1 i ta t i. on a f d i s t re sjseci L.is i n esse s 
with the end in view of con tributing to economic value 
added . m

So precisely, that incentive....

5 e n a. t o r A r r o y o . W h ;i. c ri b r i. n g s m e t. a t. in e p o i n t. W e 
keep on talking about rehabiIitating' the banks. We never 
talk about really rehabiiitating the borrowers. I mean, 
my thesis is straightforward. We have no quarrel about 
rehabiiitating the banks, as I said earlier. As a matter 
of policy, we cannot allow banks to fail. But in our 
desire to help the banks, what is government doing?

i ri



i3ena cor ecza .. i~o r cne dorrowers

Ei e n a t q r A r r' o y o ., Y e s .

Sen a t. o r R e c to . F r e c i s e i y , i'i r . P re side n t..

5 e n a t o r A r r a y o. I a s k e d t h i s q u e s t i a n : i'i h e r e i n t h i s
entire bill is a provision that helps the borrower? There 
is none.

Senator Recto. Section io. The intention of Section 
15 is for the SAriCs to rehabilitate the borrowers. Hr..

President.

S a n a r. o r h r r o y o . i n a r i s v ej r- y o n e o r e r. j. c a j. . ^ u p p o s i n g
that the SAriC does not rehabilitate the borrower, where 
does that put the borrower if after he has made money the 
SAiviC invests it somewhere else and gives low priority to 
helping the distressed borrower?

Sr, e n a z a r n e c z o * i- r e c i s e i y , nr., i- r e s i a e n c . i t w e c:i o
not have Ejection 15 here, as written, then there is no
incentive for the SAriC to assist distressed borrowers.

If I may invite the gentleman to read on page 13, 
Section 15; ib hDDITIONhL ThX EXEIHPTIuNS hND FEE 
FRI vILEE'ESn ■■■■■ i h\) THE EiAi'iC EiHALL BEE EXiSi'iPT FRuivi liM'Cui’iE TAX 
Oi^i HiET li'TTiEFIEEST lidCOriE, . DuCLiriEjiMTAiEV STAiiP TAX AImD
i-iuEETBABE FdEB I STTvAT I OiM frtrEE) Bhi NEw LDAH5 lid EXCESS CF
t.

Ll

j. o I i w o L.. I...J HI'-I t-..11IM u t. .u I u u u n: i-r; u w t. nw l i i-i im u r; i- iz. k i- u rr; i'i i. I'J o
lAHS wHICEi HAVE BEErid ACC Li I FEED BY TE-iEI SAi'iC.c

EEea.i. ly, mere xs an in-cenr.xon n^y 'cne commxe'cee t.o 
add this provision so that trie re is an additional 
i. n c e n t i. v e f o r t h e El p A v o r 5 A id C t o a s s i s t at n d r e h a. b i 1 i t a t e 
distressed businesses.

Senator Arroyo. Hr. President, this is an impossible 
situation.

Here is. the borrower now who will be, supposedly, 
extended new loans. So, he is now given new loans by tine
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5hHC to what? Is i t r.o renaox .1.1'ca'ce nis ousiness or 'co

start a new business? It does not say.

Senator Recto. It is basically to rehabilitate the 
b u s i n B ;iij s »

The concern of the committee—I am sure it is the
s a m e c o n c e r .n o f t h e g e n t i go m a n f r o m B i c o 1 - -- i s n o t o n I y t h e
need to create jobs but also to protect jobs.

11 h a s b e e n s a i. d that i n s p i t e o f t h e e c o n o m i c 
growth this year, we have a job less growth. That is why 
the committee is taking, pain to ensure that this 
provision is placed in the bill -so that there is an 
incentive for SAHCs to rehabilitate distressed 
businesses—to preserve jobs, i’ir. F'resident.

If the gentleman thinks that he can propose certain 
amendments to even clarify the language or to even 
i.rnprove incen ti ves so that rehabi 1 i ta.tion takes place , I 
may not have any abjections to that, rir. President, or 
also if the gentleman thinks that this is not enough 
incentive for the distressed businesses for the 
borrowers.

5en ator Arroyo. I t is n ot a question of enoug h 
in cen ti Vgos bu t. thgore is an overdose of go?empt ions .

LGO? t u s I o o k a t 5e ct i o n i6 , lines 26 , 27 a n d 2 6 , o n
page 13: « Any loss that is incurred by the FIs as a
resui t of t he transofer af i\iPAs shall be t reated as 
ordinary Igi'sbi; Provided, That the accrued unpaid interest 
and penalties shall not be included as loss on said 1 oss 
carry-over from operations subject to the provisions of 
the Nationa 1 Internal Revenue Code of 1997", except that 
the? 1 OSS lijCURRtlD BY THE FI go; FRui’i THE TRAijCF'ER OF i'ipHSJ 
WITHIN THE TWO-YEAR PERIOD. . . may be carried over' for a 
p e I'- i o d o f f i v go? ( 3 ) c o n s e c u t i v e t a )■: a b I e y e a r s i m rn go? d i. a t e I y 
fG:)l lc:)wing the year erf osuch loss: Provided, further, That

the tax savings derived by FTs from the net operating 
loss carry-over shall not be • made available for dividend 
declaration but shall be re tain Good as- a form of capital 
build—up. HI
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j.n p.iain language, wnar cioes tnis mean:-

Senator Recto, Ve.s. What it actually means, well, 
today,, under existing law, under the National Internal 
Revenue Code, all corporations of the Philippines are 
allowed to have a three—year net operating loss carry­

over, So, the only concession here for the bank is an 
additional two years—from three to five, in effect.

The reason for this, i'ir, Presidtant, is, we know that 
the banks when they sell these nonparforming assets, many 
of these assets will be sold at a lower value than their 
book value, that they will be incurring losses. And 
therefore, the capital of these banks or the asset base 
of these banks may be reduced. Because of this, we are 
al loviiing them that any savings derived from the extension 
of the two years—from three to five--he used, to be 
•retained by the bank as a form of capital buiidup and not 
to be used for dividend declaration.

So , in ef f ect, in this case governmen t is tel ling 
them: "Okay , we will allow you to have an additional. 1 two

years- of N0LC0 , That is the on 1 y con cession t.hat

government is saying that we will give you as far as 
NOLCu is concerned. Because any company today has three 
years. So we will give you an additional two years,, 
n g u n i t a n q k. a p a 1 i t n i y a n , y o u c a n n o t u s e t h i, s f o r 
dividend declaration and you. must retain this income for 
capital buildup of the bank,"

Senator Arroyo. Hr. President, the net effect of 
this script of the technical language is that hanks will 
not pay income tax for the. next five years after we pass 
this Taw.

u e n a t: o r k e c t o tsasea on rne tiwo years

tsenacor Hrroyo. hi i rigrn.:, cai i ix. rwo years. ixow, 
yesterday I asked this question. I assume that the net 
income before tax of the hanking system, according to the 
Depiartment of Finance economic update for the year 200i , 
was Px4 billion, , How, Hr. President, I was corrected
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yes'ceraay ana r. ney saio t. na.-c r.ne income ox tne—oil;, xx. 
was t'. fie tax .

I'^i a w ,, n r . i"' r- e s 1 a e n x.
the banking system? 
much is their income?

now mucn are xne resources ox 
11 i s F:' 3 M- 0 i t r i i i i o n . i'-i o w, h o w
11 is Pi4 bi1 lion. .

.1 r IS i. ess Tinan x /.. 1 nar is xne Kina.. .. wx'cn
resou r ces amoun t i ng t.o p3.5 t. r i i i ion f they pa id a t ax o x
Pi4 billion. And they have an income of F'14 billion.

Senator Recto. Hr. President, I can give? the

gentleman the last decade figures if he wants, and I am 
sure he has a copy of. the same data that I am looking at. 
In 1992 the resources of the banking system was P500 
billion.

5 e n a t o r A r r a y o A1 1 r i g ix t.

5 e n a t a r R e c t o . T a ci ay, t h e g e n 11 e m a n i s r ight. It

is P3.4 trillion. 5o there is a .5002 growth in the last 
decade.

e n a r o r f-i r r o y o . flow mucn was rne net 1 n come-! 1 n
1 w.c::

was I -1V .’ a D11 J. 1 onoenaxor hiecro. in ivv.,i, n 
Today, it is only P14 billion.

Sena tor A rrayo. Wow, 'Hr. Pre sident.. ..

Senator Recto. And that is why I have informed the 
5ecre tary of Finance that i. f he wan ts to improve 
re?venues, I guess that the first thing to look at will bo? 
t h e? b a n k ing s y s t em, t h e t o p i ,000 c o rpo rat ions. Bee a u s e 
the data ..shows that whi-le the resources have been 
i n c r e a s i. n g , t h e i r, n e t i. n c o m e h a s b e 0? n d e c r e a s i n g . i'l hie h 
snows that their deductions have been increasing. And if 
i,Me w0:?re t.o fo0?nchmar k a percen t.age of their to ta 1 ne t
worth in 1992, net income as a percentage of total net 
worth was 17.42, today it is only 3.22. As a percentage 
■of total assets, it was 2.52 in 1992, today it is less 
than half of 12.

IV



t:>o, CIST in I.'ce j. y „ x guess me gen mem an ana x Know 
that if government wants to raise more revenues, clearly 
the data is with them and that we can use it as 
benchmarking to determine haw much the banking system 
should be paying worth of taxes together with the top 
i 0 00 c o r po ra t i ons .

5 e n a t o r A r r o y o , x w o u .i. c:i x i k e x: o x; n a r i k x: n e
s p o ns oring ch airma n f or t h a t informa tion. Beea use if h e

is the same as wnac x nave, oecause i got: cnxs rrom cne 
Committee on ways and i'ieans office—in iv92 the resources 
of the banking system was PSuO billion. In 200i or three 
years after, it is P5,40i trillion. In other words, 
there has been a. oOO/i—

Senator Flee to. well, - 5002 growth.

5 e n a t o r A rroy o. —g r ow t h in re so ur ces. So, P B O 0
h i 1 1 i o n t o P3.5 t r i 11 i o n .

i '-i o w , r i o w a b o xx t t i i e n e t i n c o m e ? I n a c t u a 1 fig u r e s ,
f rom Pi. 9 bill i.on or ca 1 1 i. t p20 bi 1 1 i. on in i992 , i t is

now Px4 billion in 200i . So, while the resources;

i n c r e a s e d f i v e t i m e s;, t h e n e t income d e c r e a s e d b y ,

perhaps, 302.

So, what I am trying r.o poinr. our. is, me government: 
i s t r y i n g t o riel p t h e b a n k i n g si y s t em, b u t h a si t h e b a n k i n g 
■system contributed enough to our economic development or 
w h a t e V e r ? Be c a use i f t h e r e s o ur c es in c re as ed f i v e t i m e s 
a n d t h e n e t on 1 y i n c r e-? a s b d b y t ii e s; a ni e — let u s c a 11 it 
the same so that there will be no argument—then I agree 
with the distinguished sponsor that something is wrong 
somewhere.

Senator Recto. I agree with the gentleman.

Additional data for that matter just indicate the records 
as well. In i'y96, the total payment of taxes of the 
banking sector is about 42 of the total BIR collections. 
Today, it is less than 12 of the total 51R collections.
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senator ■ nrroyo.. , ,i. tnank tne gentleman tor oeing

candid. But this is the sector of our economy that we 
wain t to help.. That is why ail I am saying is, are they 
v\iarth he 1 ping ? ido'w , that is a philosophical ques tion . I 
d o n o t w a nt t o a r g ue ov e r t hat be ca us e t ha t is a policy 
determination made by the executive branch. But with 
this data that we have...

5 e n a t a r R e c t o . id r . Pres i d e n t, if I mi a y c o n c 1 u d e o n 
a 11 t h e d a t a t h a t t h e g e n tie m a n a n d this repr e s e n tatio n 
have presented,, the fact remains today that the banks 
have very high nonpOr forming assets. And it will be a. 
terrible drain in the economy if nothing is done with 
regard to these idPAs as well.

The problem for the banks not payinc] taxes, I think, 
can be worked on by the Department of Finance ;i by the 
BIR, so on and so forth, not even necessarily that a bill 
or a new law must be created for that. It is basically 
t a a d m i n i s 11- a t i on. T i"i e c o n c e r n ■ o f t h i s bill, w h i c h I a m 
s po n s o ring a n d w hich 1 supp o rt, recognizes the problem 
that today iS% of total assets of the banks are 
non pe r f o r mi ng assets. And unless weo do something to 
correct that, to reduce? these NPAs, that will be a 
terrible drag in the economy.

Senator' Arroyo, So, I ask 'the question, rir.

President: whose fault is it? It would seem that-. not

o n 1 y , 1 a c k 1 u s t e r perform a n c e o f t h e b a n k s b u t. a t e r r i b 1 e
performance by the banks-. we are now supposed to bail

them out. So, I say fine. All right. But there must be 
some quid pro qua somewhere that if we have to 
rehabilitate the banks,, we have to rehabilitate also the 
borrowers who also propel the economy.

e n a c. o r ie c r. o t- re Cl se .i. y nr, rr es ici en T.,

Senator Hrroyo. i mean, cnese norrowers 
they also contributed to the economy. For all 
they even paid more taxes than the banks.

o T o u r s, 
we knov'j.

1



vesteraay , .1. asKea Tor inrormarion on now muon ras-jes 
the banking system gave. The banking system gave only P4 
billion.

I “'I o w , 1 n rn a n x. w o d o o k s , con tx a e n r. 1 a 1
borrowers who became delinquent, if that is 
t h o s e d e f a u 11 i n g b o r r a w e r s p a i. d m o r e t a e s 
ban k i ng sy 1;:; tern.

j. 1 s r s o T 
a n a 1 y c e d , 
than the

HI 1 we are asKxng , nr. rresioenc, xs a rair snare 
because, as I have said, no one is supporting the 
borrowers,

■Senator Recto. irir. President, I think there have 
been nume:rous reports in the papers and in- media that 1 
have been alluded to as pro-borrower in this bill 
already. I think if we take a look at the committee 
report and at the original bills filed, many provisions 
have been - added to make sure that we have a fair shake

here. that we do not redefine the relationship existing
today between a lender or an FI and the borrower at the 
same time. If the government is willing to give

incentives to the FI, I think the committee has tried its
bes t to g ive i.n ceni.i.ves as well to the borrower .

That is why, Hr. President, there ' are many 
provisions in this committee report which .allow the 
borrower today, iMO, i, to make da cl on to the FI and not 
to pay all this friction cost;; to make da cion to the 5i:::'Av 
and not to pay this friction cos15 and if we can

interpret Section 15, the FI may want to decide to sell

to the borrower and the borrower will not have to pay as 
well this friction cost, i'-iot only the borrower but Juan 
do la true. Because at present, today, if we open the 
newspapers, we will see that the foreclosed properties of 
t h e b a n k s are b e i n g sol d t o d a y t o t h e gene r a 1 p u b 1 i c 
without a 5Phv, without a ShHC. 5o , if the banks sell 
these NPAs today or these ROPuAs, any Tom, Dick and Harry 
has the opportunity, then we will also be giving them 
tax exemption because at the end of the day it will help 
reduce the i\iPAs of the financia 1 institutions.
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aenaror Hrroyo. nr. rresiaen'c, we wi i i go rou.nci ana 
r o u n d a n d w e w i i i n o t. g e t a n y w h e r e. B u. t I j u s t w o u. I d
1 ike a ciari.fication from t.he distingui5hed sponsor that, 
effectively;, if this law takes effect, the banks will not 
pay any income tax because of the treatment of the 
transfers of the NPAs as ordinary loans.

Senator Recto. That would depend, No. i. , on how 
much NFAs the banking sector would be able, to sell within 
a t w o -■ y e a r p e r i o ci . A n d i--i o . 2 , w h a t v a 1 u e t h e y w i 11 g e t 
from these NPAs.

Senator Arroyo, Theoreticaiiy, let us state it this 
way. what is on. the table is P500 billion. Let us say., 
we sell it at P250 billion, transfer. • •

■ Senator- Recto, Put it. this way. Let us make it a 
little more realistic.

Senator" Arroyo. All right.

Senator Recto. If the NP As today are about P500 
billion and assuming .that they were able to sell half, 
P250 billion for <a value of Pi25 billion, then, 
p o t e n t i. a 1 1 y , t h e. g e n t i e m a. n i s r i g h t. T h e y h a v e a P i 2 5
d;j. j. j. j. on ....

Senator Arroyo. Divided by 'SiB

Senator Recto. Divided by 5»

5 e n a t o r A r r o y o . - - i s p 2 5 b i 1 1 i o n .

Senator Recto. .....is P25 billion, the gentleman is

r i g h t. A n d i f t ii e y a r e p a y i n g P 4 b i 1 1 i o n t a d a y , t h e n 
they do not have to pay that P4 billion. Assuming they 
have to pay P4 billion every year for the next five 
years, they will no.t have to pay that P4 billion. The 
g e n 11 e m a n i s r i g h t t. ii e r e .

But, like I said, today, they are allowed to have 
i 4 u i... C 0 f o r" t h r e e y e a i- s . T h e o n 1 y a d d i t. .i. o n a 1 c o n c e s s i o n 
that we are giving he;re is an additional P2 billion. from



r-o Dili ion r.a i-d ion. because at present, tne same
law applies to them. Anyone can avail himself of this 
iMQL.C0 provisi.ons in the 7aCade f ar three years .

I MOW , , 1T

red u.c ti on o f 
entire' Body.
xncen tx ves snou .i.a oe gx ven 
t h e B o d y m i g h t c. o n s i d e r .

t ne gentiema n woula ixke to p ro po se a 
this if 0L.C0 , then we subj ect that to the 

I f t i'l e g e n 11 e i n a n t h i n k s t h a t a d d i t i o n a 1 
to the borrowers, then maybe

Senator nn-oyo. nr. rresxaen t, oectxon xt> is a 
cruel provision because this is income ta::. We are

forgoing income ta:; . Income ta:< , as we know, is

something that is.,.. Ordinary people—We all pay income 
taxes, but when we provide a provision in a law which in 
effect would operate to exempt or to relieve an entity 
f r o m p a y i n g a t a b e c a u s e o f c i a s s i f i c a t i o n s , t h a t i. s n o t 
f a i r,

Senator Recto. Hr. President, that idea is not new 
today because there are existing laws. If one were an 
exporter, for example, he enjoys an eight-year tax 
holiday;; he does not have to pay income taxes. Even the 
ifational Internal Revenue Code would have ifuLCu provision 
of three years. Even individual income earners....

Senator Arroyo. i'ir. F'resident, that is correct. 
Because that is an incentive to do business and to do 
we 1 1 „

iiBnator Kecro. 1-'re else .i.y

Senator Hrroyo. inis one is noc an incentive, 
exemption is to help them not pay taxes.

I nis

Senator Recto. Tne incentive nere is mat: we wane— 
it is the policy of the state—the banks to reduce their 
ifF:'As, i-'ie want to cure the problems of the banking 
i n d u s t r y . T h e q o v e r n m e n t i s w i i I i n g t o p r o v i d e t h a t ■ a s 
is and this is not new. This happened in the United 
States in the x vSOs after the Asian crisis. -rio re so, in 
the South East Asian region, taxpayers' money were 
uti ]. i zed to bai 1 ou t the f inanci.a i insti tutions .
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I’.i 1.1 nau'c f. ne x vv / rinancia i crisis, men , proDaoj, y, 
w e w o u i d n o t: h a v e t. i i i s p r o b i e m t o d a y . Ei u t b e c a u s e a f t h e
crisis in ivv7-. and the difference between the

F:'hi j. i ppines and aur Asian neighbors is that they had the

ta.K payers' money, to begin with, to immediately

appropriate for this purpose—in our case, we do not have 
the money to bail out the banking industry today. 5o, .

what we are saying is that, in effect, the taxes that we 
will pay next year, o 0, sige, sa inyp na 1amang,o but we 
can no t use tha t f or d i v id en d de c 1 ar a, t ion. we mus t use

t h a se r e s o urces to i, n c r e a s e t h e capitalization of the 
bank .K

Senator Arroyo. I agree, the banks cannot declare. 
That is different.. So, we have no argument over that'.

Let me just summarize-. what is it that the banks 
would get—tax exemptions for the transfer of an NrA from 
the FI to the SAi’iC? I am talking only about the banks.
A n d t hi e t a x e e m p t i o n s v) i. 11 re f e r t o t h e d o c u m e n t a r y 
stamps taxes, the capital gains taxes, the creditable

withholding taxes and the VAT. So, those are what they

will get. Now, over and above that for a period■of two

years, they will effectively not pay any income taxes.

Ho v\i a b o u t t h e b o r r o w e r ? T h e b o r r o w e r i s f r e e on 1 y 
of taXes if t he t ransf er . is f rom the FI t.o tine borrower .

How, i'ir. Fresident, let me jump to something else 
because it breaks when the borrower loses his property 
because of the operation of this bill. Let us say that 
the foreclosed value is Pi00,000. If his property is 
declared an HPL and it is sold from the FI to the 5AHC 
and the value of the foreclosed loan is Pi 00,000 and SAi’iC 
buys it only from the FI for P50,000, what happens? The 
borrower will still be liable for the balance of the 
t" a0,0 00 loan.

Senator Recto. A deficiency claim..

tsenator h r r oy o . 
o I" i g .i. n a i b ill....

A d e f i c i e n c y c 1 a i m X n z n e



S3 e n a. r. o r k e c r. o I n e o r i q a. n a. x com m i r. r. e e r e p o r 'C

e n a r. o r f-i r r o y a . x n i: n e origin a. x c o m m ix: t e e r e p o r t;, 
.11 w a s p r o V i. d e d t h a t t. h e r e w i i i b e n o d e f i c i e n c y c 1. a i m . 
Now, it has been restored. It is just too much for the 
borrower. He loses his property, then after losing his 
property,, then he will still. . . . whi ie the banks are being 
rehabilitated because of this bill, the borrower is not 
rehabilitated. All money that he makes is still subject 
or rather can be reached by the FIs or the 5AHC. we are 
trying to prevent that situation.

uenaror recto. yes.

5 0 n a t o r A r r o y o . id e a n i n g , t n e s e a r e t n e i n t e r x o c k i n g 
p ro V i s i on s he re . 11 wo u. 1 d se em t ha t th e or i g i n a 1 t e t

was much better. I do not know what happened,, why they 
are now bracketed,.

x:;enator recto I'l r I - r e s 1 a e n t, i t x m a y e p x a i n .

I realised that if we were not to a x x ow tne sHriu to 
h a V e a d e f i. c i. e n c y c 1 a i m o v e r t h e b o r r a w e r , t h e n w e m i g h t 
be redefining' the relationship today between the F,I and 
the borrower.

i'iy basic concept here is simple. For as long as we 
do not redefine the relationship between the FI and the 
borrower and change the rules in the middle of the game, 
that is fine with me. But if it changes the rules in the 
middle of the game and redefines that relationship, 
e i t i ’l e r .1 n f a v o r o f t h e FI o r i. n f a v a r o f t h e b o r r o w e r , 
t h e n t h a t w o u 1 d b e u. n f a i r t o a n y o f t h e p a r t i e s .

rir. President, I think the Civil Code is clear. The 
Civil Code protects the rights today of the FI , the 
borrower, and the potential assignee, in this case, the 
SAi'iC, That is why there are articles in the Civil Code on 
the assignment and subrogation of credits, whereas, in 
the example of the gentleman from Bicoi ,, if, for example, 
an FI were to sell the foreclosed property or an HF'L, for 
that ma11er , to a 5AHC for 50X of the price, under the 
C i v i i C o d e t o d a y a n a s s i g n m e n t s o f c r e d i t, t h e b o r r o w e r
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has a r' i g i“i t to ma 'c c n T. n ■a T. p 1ri C0 V4:1X. n T. n e a s s i g n e e W 1 f. n .1. n
a 3 0 "•■day per iod .

i'ir. Pre s i d e n t , t h e r■e ar■ B C B r~ t a i n rights affoir d e d to

the borrower an d ri g h 'ts a f f o r d B a to the assignee, i. j n d er

O Ll I"* p re-sen t 1 aws, an FI can S 0 J. ]. an i'-iPL to an ass ign e e.

T hat is why I a c c e p te d t il e amen dme?n t in the com mi t t. ee
repo r t an d G!nsurec;i that we have i n p lace the par t i c u 1 a r
prov isions O'f the C i V .11 Code whic: h i. s on page iO, e c t i (")n

i. j.*:. il 1 ine 26

It says,, B Fraviaedn rurvne?r^ i nat; xn me rransTer or 
the isiPLs, the provisions on subrogation and assignment of 
credits under the 'i’>iew Civil Code shall apply n«i

By having- this provision, ri r. President, - the FI will 
be concerned about transf erring i'-iPLs to an assignee, what
could apply would then be su'd rogation of credit in the

sense that if a 5PAv or a 5AHC were interested in 
rehabi1itat ing a business, then our impression is that 
that would be a subrogation of credit, which means that, 
t he r e will be new p a r ties invoive d in the contr a c t an d a 
new can tract„ That way, more rehabi1ita tion of distressed 
bLisi.nesses wi il be done.-

Senator Arroyo. Hr. President, on page ii, there is

a beautiful clause here alluded to by the distinguished

s pons; or which is on lines i and ,2; » Frovide’d,, fi. ns 11 y
That after the transfer of HP As to the 5PAv« — w'nich is 
5AHC now—s the 'transferring FI shall have no further 
claim or right of action against the borrower.■ One 
sentence spells out a relief to the borrowers and this is 
n ow t) ra ck e t eci .

Hr . Presi den t, I read t he C i v i 1 Code an d I mus t 
confess that I am a little rusty now when it comes to 
ob 1 igations and con tracts . I ,went through i t and I f ound 
it very confusing. But this line says al.l and saves the 
borrowers. If we can only see here that what we are 
trying to propose is that we also, by this law, give the
borrowers a break -. and the break is that once their

assets are sold, they start a new lease on life so ‘that 
they will not be burdened by thinking that k 1 am now

2.7



maKxng money tot r.ne oanK i:o pay ror me aericiency «• -.

this is the thrust of my proposal . why do we not just
restore or remove the brackets and then I think we will 
have. . n .

Senator Recto, i’ir. President, . I assure the

g e n t i e m a n f r o m B i c a i t hi a t I s h a r e his c o n c e r n .

Nevertheless,, the reason I agreed to have this deleted

was I did not want it to be said that I was redefining
the relationship between the creditor and the borrower in 
the middle of the game.

Senator Arroyo. Hr. President, what is wrong if we 
redefine it? If it is for the good of ail, let us

redefine it.

In that list that was given to us by the Bangka 
Sen tral on a confidential basis, are, of course, debts of 
over the million mark. If we look at them, those very

s a m e p e o p 1 e c a n s t i 11 b e i n s t r la m e n t s o f o u r e c o n o m i c
r e c Q V e r'/ , •

5 e na to r Re c to„ De finitely , Hr. P re sid e nt. T ha t i s 
why I introduced certain amendments to the committee:?, 
report to ensure their survival.

L j e n a 'c o r h r i - o y c?, 
But, why?

.1. a: is a wno .is wno as we mow.

j. n X. n e u n ire a t> race s , i r i s i n o n a p r e r 11 o t r n e 
Bankruptcy Law. We have here the Insolvency Law, but it 
does not work. It is not that it does not work but people
□ o nor rare aavan rage ot .1. r oecause mere is a cerrain

shame artacnea ro tii ing a pen non ror oanKruprey or 
insolvency. But this one will relieve all those

borrowers of the shame of having borrowed money and not 
h a V i n g a e e n a b 1 e t o p a y i t, e s p e c i a. 11 y since t h e r e i s a 
cutoff date.

5c) all their debts, if these now become NPAs, the 
borrower's can now have peace of mind and sleep well 
because they do not have to think about paying anymore 
deficiency judgment.
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wna.T. ,i am saying is, it we are going t.q give ine 
banks something, let us also give the borrowers because 
this is what.it is ail about.

How do we know someday when we become also borrowers 
and then wp are indebt.ed and we cannot pay ? Then a 1. aw 
is passed which says that » within iSO days, if you 
c a n n o t p a y , y o u b e c o m e a n N P i.... A n d t h e m o m e n t y o u bee o m e 
an NP L, t he n 5 A i'iC s an d f i n a n c i. a 1 i n s t i t u t i o n s w i 1 i no w 
come in and get your property. Even after they got your 
property, one still has to pay for the deficiency.» So 
we can J ust go on and on about this.

Senator Recto. Yes, that is right. That is wny j. 
think that the Civil Code is clear, and there are- certain 
rig hits qi ven . to t he bor rowe rs . So, in this case , i t wi i 1 
31 i 1 1 a p p ]. y t o t h e i\i P i.... s .

nr. rresiaenc, again, i ex. me just reiterare max; i 
share the same concerns of the gentleman from Bicoi. But 
I think that the Civil Code in these two particular 
a r t i c 1 e s h a v e s e r v e d u s w ell. A n d tha t t h e r e i s n o n e e d 
to redefine the re1 ationships between the three parties 
involved herea --the FI, the borrower and the assignee, in 
this case, the SAriC.

Again, let me reiterate that by having not only the 
p r o V i s i. o n s i n Sect i o n i. 2 t:) u t a 1 s o t h o s e in 5 e c t i a n 13, I 
do not want it to be said that I redefine the 
r e 1 a tio ns hip b y having thes e t w o provisio n s a f t e r care f u1 
study of the measure, Hr. President.

But I am sure that our colleagues arts hearing the 
debate today. This provision is close to me because 
there is a Recto doctrine on the matter, incidentally,—

s e n a r. o r h r r o y o , 
about that.

Y e 1 ,i. w o u j. a r e m i n a x; n e q e n 11 e m a n

5 e n a t o r R e c t o . b - o n cha t te is . in a r. i s w n y a c n a x: x: e i 
is a sale—the creditor does not have a deficiency claim 
on the person who bought a property which_ has a chattel 
mortgage'. Similarly in a pawnshop, Hr. President, when



one maKes sang/a x.o a pawns no p ana ne is unaD.i. e to pay

his debt, the pawnshop does not have a deficiency claim

on the borrower as well, I realize that.

B n t I t h i. n k t h e b a n k i n g i n d u s t r y i s a 1 e; o d i f f e r e n t. 
That is why I would rather be guided by the Civil Code, 
p a r t i c u 1 a r 1 y t h e s e t w a a r t i c 1 e s i n t he Civil Cod e a s’ 
well,,

5 Li 5 P El i'l 5 I u iM 0 F" 5 E 5 51 0 i'4

Senator Arroyo. Hr. President, can I have a moment’s 
suspension of the session? Because this initiative on

the taxes real ly came? from the gentleman and the lady

5e?nator from Can Juan, I do not know why no.,..

The P re si don’t. The two gentlemen have been on the 
Ploor for almost. one hour, I have not heard any 
particu1ar amendmen t.

Senator Arroyo. Yes;. i'-io, because we are . just 
taking the whole thing and then perhaps?, we will,...

I h e r r e s ident. All r i g n r , oo pern a p s we c an n a v e
t h e a m e n d m e n t a f t e r t h e b r e a k %

Is? there any objection? [SilenceJ There being r’u::me, 
t h e s e s s i a n i s s u is p e n d e d f o r o n e m i n u t e .

Senator Arroyo. Thank you. Hr. President.

i t ’ (\ia B a : un p .in „

fStr.wj Lfl'l r I J. UIM ui- btdtslUlM

HZ DS J.U a ,m. , zne session was resumea.

1 he Presiaenu. i ne s; ess ion is resumea ,

isena’cor Hrroyo. nr. rressiaen’ll

1 ne rresiaen’c. oenaror Hrroyo is recognizea



aenaror hrroyo. nr. r-resiaervc, . tnis represervca-cion 
discussed the matter with the sponsoring senator, 
including Senator Estrada,, we agreed that we can close 
t h e p e r i o d o f c o m m i 11 e e a. m e n d m e n t s . T h e n w e c a n j u s t 
proceed and vate on the ind ivi.dua 1 amendmen ts when we are 
ready, and give usa clean copy now so that we can delete 
and have the i.ndividua 1 a.mendments.

The President. Ail right, in that case, the Chair 
i s p r e p a. r e d t o r e c e i v e a m o t i o n t o t erminate t h e p eriod 
of committ(ae amendments.

Senator Recto. Hr. President, I move that we close 
the period of commi11ee amendments. .

I ne i- resicieiTc 
Osmena?

wha.t i.s the pifeassure of 5en . 5erge

5 e n a t o r 0 s m e n a (5 ) . J u s t a c. j. a r i. t x ca-cxon , ri r .
President, on Artic 1 e I v, because I■ was not ab 1 e to ta.ke
m.y turn yesterday on ta:; exemptions and fee privileges, 
i'iay we c 1 a r i f y if t h i s i. s 1 i m i t e d o n 1 y to o n e tii o r e
t r a. n s a c t i o n a. f t e r t h e 5 P A v ? T h e r e i s a, d a. n g e r t h e w b. y
the law reads that it leaves the situation open for the 
transfer from one 5AHC to another SAi'iC, would that be 
exempt under Section i4?

senator neeto. 
a t h i r d p a r t y — t ii e 
s pons or mention e d.

Yes, but that wu. j. oe consiaerea as 
second SAi’iC which the distinguished 
If that second SAi’iC were to sell it

to another SAi’iC or to a tnirci party, men tnat

transaction is not covered by the tax exemptions and fee 
priVi1e g e s un d e r t his section.

Senator Osmena (5). Ail right. Then may we ask the 
committee to formulate a tighter language that would
ensur e tria t i. t i.s on 1 y good f or one more tran sa ct ion
after the first SAi'iC purchased it. Perhaps the....

' 5 e n a t o r R e c t a . w i t h r e s p e c t t o t n e a i s t x n g u i s n e a 
gentleman from Cebu, maybe in the period of individual 
amendments, I would suppose that he may actually be even



DSfcer man . i ana my commifcee s'carr za propose tne 
t i g h t e n e d 1 a n g u a. ge.

Senator Osmefia (5). No, • no, rir. Presiden t. I would 
like to take advantage of the presence here . of the

Department of Finance and the Bangko Sentral to help 
craft language which should be more elegant.

Senator. Recto. It is noted, rir. President.

The President. All right. So there is now a motion 
if that is satisfactory to.... Sen. Serge usmePa is 
recogni26d once more.

Senator Osmefia (El). There was a deletion on line 27 
of page 12, of financial institutions....

The President. what page againpi ease?

Senator Dsmefia (5). On page i2, line 26, the last

line. Does ® transfer® here envision,..?

Senator Recto. Excuse , me, rir. President. Could the 
distinguished Senator repeat that? Page .12?

Senator usmef-la (5). Page 12, line 26 of the latest

copy, October 15. « SAriC or transfers by way of dation
in payment® « Do those transfers cover what type of 
a s s e t s ?

Senator Recto. They cover, if I am not mistaken, 
only assets which were considered as NPAs which were part 
of the original security of the loan,, in this case, as of 
June 30, 2002, and that is found on page i3, line 7. It 
says: ' « RRuvIDED,, FURTfiEn\ THAT THE! TAX EXEHPTI0N5 AND

F:ri"£E E"?";! VI i...E10E-CS E!HAi.,.L NOT Af-'i"!....Y TO ASSEETi'S TRAN5f"ERF:;EID E-ElOif 
A BOiRFEO wEE\ TO Ai'4 ErI OEl TO A SiAi’iC IF-" SAID ASSETS E-iAD i^OT 
BEEN PAFET 0i:r THEE SEECURITV F"0R TE-iE i_0AiM AE5 0Fr JLiiMEE 30, 
2002.

Senator Osmeria (5). All right.



tsenaror Kecro. tiur i. t .i. may point out, nr.

Ft e si den t, -there may be a, problem as well in this 
particular section. For eKample, a borrower would have a 
clean loan with the FI and the borrower now wants to pay 
to make d at ion to the FI. Lugi naxman iyong FI if there 
will be attendant...

5enator 0s(tiena (5 ) . Tha.t was my position ea.r 1 ier . 
what if we'craft language or it can be done in the period 
o f i. n d i V i d u a 1 amen d m e n t s.

Senator Recto. That was my suggestion.

Senator usmef-la (5). If we craft language to cover- 
such payment so that -the FIs are not shortchanged, we

wou 1 d , i n ef f e c t, be re mo ving the rig h t s of t he FI to

accept dation in payment today for loans.

5 e n a. t o r R e c t o . I t h i, n k d u r i n g t h e i n d i v i d u a 1
amend men-cs we can be fair bo-hh to 'the f11,1 and to the SF'tav.

Senator Osmefia (5). That is right.

Senator Flee to. Because it could happen on both

5 e n a. tor 0 s m e n a- (5 ) . So , w hen we t a. 1 k a bo u t
transf ers on line 2S , we are ta 1 k ing of 11-ansf ei-s of 
a. s s e t s , bee a. u s e o n 1 i n e 2 7 , i t covers s a 1 e s o r t r a n s f e r s 
of Nr As. That is accurate. But later on when we do

d a t i o n i n p a. y m e n t, w e a r e r e a 11 y t a 1 k i n g o f t r a n s f e r s o f

ts e n a t: o r f\ e c t: o . I nac IS rignr.

5 e n a t o r u s m e n a ( 5 ) . In e r e t o r e, -c n e c o m m i 'c ’c e e
amend men ts by a.dd i. t ion on 1 in es 3 , 4 a,n d 5 , on page .13,

s h o u 1 d ■ r e a 1 1 y r e f e r t o t h e p r e v i o.u s s e n t e n c e w h e r e i t 
refers to .dation in payment. Therefore, I wou1d propose 
that, if the gentleman would accept the deletion of 'the 
phrase ai uR TRAi45FER5 BY wAY OF" DhOIuN EN FhSu BY THE 
BORROWER TO THE 5AHCb on lines 3 to 5 and merely insert



on .line .1. ar'cer 'cne worn » 1-.1. m 'cne pn rase uk y 
TO THE SAi'iC.

Senator Recto.. It is accepted, Hr. President.

The President, wait, with all due respect, can we 
p u t t h i 5:; i n a n o r d e r i y b a s i s b e c a u s e i f w e c i o s e t h e 
period of committee amendments, then we can go through 
this,,.

Senator usmena (5) . This; is; a committee amendment, 
Mr. President, It is in bold letters on page 13, So, I 
am as; king that it merely be transferred from line 3 to 
i i n e i ,

The President. Ail right.

Senator Recto. It is accepted, Mr. President.

The President, Is there any ob.jection? [Si lencej 
Ther e b e i n g none, th e a in e n d m e n t i s a p p r oved .

5en ator 0smena (5)„ An d 1 as 11y on line 9 , j us t for 
ciarification, in the new committee amendments, after the 
word B uRb , can we insert the word BORROWER? So it will 
read, P'Rui'i A DuRF;uwER TO AH P" I OR EtuRPaOwEFl TO A 5AWC, It 
is just fQr clarification,

Senatpr FIecto . I t is accepted , Mr. President,

subject to what we discussed earlier.

Senator Osmen.a (S>, Yes, Mr, F" resident.

The President, Is trie re any objection? [Silence] 
There being none, the amendment is approved.

o e n a r o r u s m e n a 1 u ) .

P'resident,

I han k you very much , nr

I ne r-resiaenc,. mere is; a motion to ciose i:ne 
period of committee amendmen ts, Is t here any obj ection ? 
[Silence] There being none, trie motion is; approved.
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i/ie now iDTOceeci r.a cne; perioci ot .1. no iviaua j. 
amend men ts.

5u5PEi'-iS I uiM OF' SE5 51 Oi'-i

• Sen a t.ar Lev is te . rir Pres id en t, I move t.ha, t we

suspend the session for one minute.

The President,, Is there any objection? [Silence] 
There being none, the session is suspended for one 
m i. n u t e .

11 f-JB S 5s IS p .171 .

F:^:E5L)i'iPT I uh-i OF7 5FIS 51 uiM

Hi: 5 s 26 p „ m. the session was resumed with Sen. Noli

IS Kbb<ayBn m de Ca s t ro,, pres i di n g,,

The presiding 0ff icer [Ben., De Castroj . The session
is resumed.

Senator Leviste. Hr. President, we just closed the 
period of committee, amendments on Senate Biii No. 2ii6.

SiJF'iPEiMS I ui''i uFr CGNFjl DEIFIATI Ohi OF" 5. NO, 2ii6

I move that we suspend cons id erat ion ot 'cne measure,

T h e F’ r e s i d i n g 0 f f i c e r C 5 e n . D e C a s t r o ] , I s t. h e r e a n y 
objection? [Silence] There being none, the motion is 
approved.

ON SEOOijD FtEhl'INO

5. No, 2i30 » Duai Citizen.ship Act 
(■ Can tinua ti on j

5 e n a t o r L e v i s t e . i*i r . P r e s i d e n t, I m o v e t h a t w e 
resume? consi.derat ion of Senate? EO.il Fio, 2130 as reported 
out under Committee Report iJo, 46,

a a



i n0 r re s i a i. ng u t t i cor l sen . ue l,a s 'c ro j . i s n e r e an y
Qi:) j ec ti an ? ['Si Ienc:ej 7ri01'"e bei ng non e , resu(ii pt ian of

consideration of Senate Bill No. 2i30 is now in order.

Senator Leviste. I ‘ask that we recognize the

s o n s o r ? Sen. F r a n k i i n ivi. D r i 1 o n .
I

A n d t o c o n t i n u e w i t h t h e i n t e r p e i 1 a t i o n j< I a s k t h a t
we recognize the riinori ty Leader,, Sen. Vicente C. Sot to 
III.

The Presiding 0f.f icer [Sen. De Castro j . 5enator

Driion is. . recognized; and Senator Sot to for the

interpellation.

5en atar 5a11a » T hank y ou, nr. President.

w a. X. n t: n e i. n ci u. j. g e n c e o t r n e & e n a r e 1 - r e s 1 a e n r..1. w o u 1 c.i 
j u s t 1 i k e t a p r o b a iD 1 y b e e n 1 i g h t e n e d m o r e o n o n e o r t w o 
a s p e cts of the bill.

■The distinguished sponsor will have to parcion me it 
I ask one or two questions that have already been asked. 
Pie can do away with it if he has already done so. I can 
just.look it up in the records, but if he would care to 
answer again, I would not mind at ail-.

5en a tor D r .1 ion. Hr . Pr es id en t, I d 0. not mi nd a t a 1 1 
r e p e a t i n q t h e a n s w e r ,

to e n a r. o r to. o 11 o . 
President„

H .1 .1. riqn c. inanr you 'cnen , nr

As I saia, tnere were some issues i wan tea 
c1arified , particu1 ar1y on duai citizenship.

As I una’erstand i t, this proposed ' law seeks to 
proVide f ar ti-ie reten tion of Phil ippine ci tizensiiip by 
Fi. 1 ipi.nes who acqu.i. re or have acqui red f oreign 
citizenship.

under our present Constitution or any other law for 
t h a t m a 11 e r , d o e s i t a u t o m a t i c a 11 y r e n o u n c e t in e



i:>y9

c 1 r. 12: en s n 1 p 
c i t. i z e n s h i p s ?

■QT r X i 1 p X n o s w n D acquire T o r 0 X g n

5 e n a t a r u r 11 o n 1 n a z 1 s c o r r e c r., r 1 r rres xa en z..

Under Coinmonwea i th Hct imd .. passeci on uctODer 
.1936, the naturalization in a foreign country is a manner 
of 1osing Phiiippine citizenship. 5pecificai iy , Section 
X, paragraph i of Commonwealth Act No. 63 reads:

Hchv C J. 11 z Bii shi p nay Bb i...osr h rx.i. ipino 
citizen may lose his citizenship in any of the 
following ways and/or events: x) by

naturalization in a foreign country.

This is a law, Hr.. President, which was passed on 
0ctoher i 936 , and t ha t i.s a bout 64 year s ag o. Since that 
time, we have had two constitutions and several 
revolutions and several changes in the world economic 
order. And it is our respectful submission that it is to 
t h e n a t i o n a 1 i n t e r e s t o f t h e c o u n t r y t h a t w e r e v i e w and 
a m e n d C o rn m o n w e a 11 h A c t i'l o . 63.

Sen a t o r 5ot to . Co mm on we a 1 t h A c t No. 63, w hich is 
probably older than any of the members present in this 
Hall today.

Senator Dr i Ion. Older than the sponsor and the^ 
interpe11ator, Hr. President. [Laughterj-

Senator Sotto. Just as a waIk-through after that

wonderful response, i’ir. F:residen t. The constitution

provides that citizenship conferred by virtue of. blood 
relationship is a basis for the acquisition of Philippine 
citizenship. Is that correct?

5 e n a t o r D r i 1 a n . T h a t i s correct, i’ir. P r e s i d e n t,

particularly Section Iv, Section i, paragraph (2) , which 
states:

liection i . The f o 1 lowing are ci tizens of 
the Philippines:



u; ,1 I nose wnpse ratiners or morners are 
citizens of the Philippines.

5 o t ri e p I'" i n c: i, p 1 e of Jus sancju in is is f o 11 o w e d i n , o u r 
Const. i tu.tion , i,i r . Presi dent.

Senaror aocco. tso it is accurate to say tnen tnat 
being a child of a Filipino parent, legitimate or 
i 11 e g i t i m a t e , t ii e p r e s u m p t i. o n i s t h a t t i i e c h i 1 d i s a 
Filipino and remains one until proof is shown that he has 
r e n o u n c e d h i s F h i 1 i p p i n e c: i t i z e n s h i p 7

Sen a t o r Dri ion . It i. s n a t o n iy a p r es urn p t ion, i’i r.

President, it is a fact that he is a. Filipino and that he 
c o n tin u e s t o b e a F i. 1 i p i n o u n 1 e s s a n y o f t h e c a u s e s
e numer a t e d i n Sect i o n i o f C o m m o n w e a 1 tin A ct No. 6 3 f o r
the Idss of ci tizensh 1.p wi 11 occur , among which , ,are 
natura 1 iz at ion and epress renunciation of ci tizenshi p.

senator botto. won.1. a t n 1 s n o j. Cl T o r a n a t u r a .i. - d o r n
citiz en of t h e F' i"i i 1 i p pines wno event:ua.i. .ly oecame a

n a t u r a 1 i z ed c i. t i z en of a1 f o r e i. q n c o u n t r y a n d w h o d i d n o t
ren oun ce h i s; F h i 1 i p p i n e icitizenship?

5 e n a t o r D r i 1 o n .. y e s , nr. r- r e s i a e n t, □ e c a u s e u n a e r
C o m m o n w e a 11 h A c t i'-i o , S 3 , t h e m e r e n a t u r’ a 1 i z a t i. o n i n a

foreign country is a cause for the loss of citizenship 
regardless of whether or not the naturalization process-

involved renunciation or an oath of allegiance in that

country as long as he is naturalized in another country 
u n d e r C o nun o n w e a 11 h A c t i m o 6 3 , the p h i 1 i p p i n e c i t i z e n s h i p 
i s 1 o s t. '

Senator Sotto. F:erhaps, i'ir. President, the former' 
Secreta-ry of Justice and former Executive Secretary can 
re f resh my memory on the Friva 1 do case , if the

distinguished gentleman.will recall.

Senator DriIon. Yes, Hr. President.

Senatar So11o. He acquired Austra 1ian citisenship. . .

Senator Driion. ■ No.



y

S3 & n a ’c o r a o i: f. o . i s x v. u . a . or h u s x. r a j. x an ci x i. z e n s nip) 
during the time of President narcos?

5 e n a t o r D r i. I a n . It i s u . 5 . c i. t i. z e n s h i. p .

Senator . aotto. Ail right., u. a. citizenship and then 
ran . . . .

5 e n a t o r D r i 1 o n . w h a t h a p p e n e d t h e r e , i f, m y m e m o r y 
serves me right, rir. President, is that former Governor 
Frivaido became an American citizen by naturalization. 
He became a naturalized American titizen. By operation 
of Commonwealth Act i'-io,. 63, he lost. his Philipipiine 
.'citizenship. Subsequently, he renounced his American 
citizenship and ran for governor of aorsogon.

Senator Sotto. A province in Bicol. Yes, but he 
was d i.squal if ied af ter winning .

Senator Driion. He was disqualified because he 
became a stateless person. Because when he lost , his 
Fhi1ippine citizenship by virtue of his natura 1ization in 
America, when he renounced his American citizenship, it 
w a s n o t a u t o m a t i c t h a t h e b e c a m e a g a. i n a i - i ,l i p i. n a
citizen. Therefore when he ran, he was a stateless

person. That was what the Supreme Court ruled, precisely, 
because of Commonwealth Act No. 63,

Senator Sotto, Again, the distinguished gentleman' 
will have to refresh my memory. Because the way I recall 
it, the Supreme Court decided in his. favor afterwards.

Senator DriIon. Afterwards because then he went 
through a process of repatriation.

Senator Sotto. Only because he went through a 
process.

Senator Driion. That is correct.

Senator Sotto. Because the way I recall the Supreme 
C o u r t d e c i s i. o n , i t s a i c:i s o m e t h i n q t o t h e e f f e c t t ri a t



f i. 1 i. p i n o s w h o b e c a m e n a. t. u r a i i z e d f a r e i g n c .1. r. i z e n s r e t: a 1 n 
theiI•• Pini. i i ppi.ne ci. ti zenshi p. 5omet hi.ng to tiiat ef f ec: t.

Sena t a r D r i. 1 on . Wo , i'i 1- . Pr es i ci en t. I n f act., . . „

• Senator Sot to. So I did not get it correctly.

Senator Drilon. Governor F”rivaldo lost the case 
initially because he became a stateless person according 
t a t h e S u p r e m e C o u r t. 5 u b s e q u e n 11 y h e h a d h i. m s e 1 t
repatriated and went through a process and thereforoj at 
that po i.n t,, I t hink i. t was in t he second ei ection t ha t 
,he Cl

e n a i; o r a c r c o . n e r a n a c:i a 1 n r

enator union. . . ran again; ana ne was sus'cainea

o e n a 'c o r o a o c o . i

d i s t i. n c] u i s in e ci gentle m a n .

wou .1. a lire CO cnanK one

Sen a o or union. ena cna'c is . ny o per anon or 
Commonwealth Act i^o« 63? the law which we are trying to

amend ,,

Elen a tor EE otto. For those who will benefit by this 
piece of legislation,, igr. i-'resident, what citizenship 
will reflect on the officiai documents or papers of those
con CB rn s ) e c: 1. T .1 c a.!. 1 y t o i-- c n e 1 r a a 11 y x: ra n s a c x, 1. o

senator ijnion,, woo a qu 
would like to think',, if my a 
where a nationality recju.i. v''emei''

■;n. r"i i i-pi no. Ame r i can. w i i 1
' statinci that he is a

ijscame a na tura i i zed Arner ican citizen and with the 
ef f ecti vi ty of this law he becomes a dual citizen,, he 
petitions the Supreme Court,. He can say that, e I am a

4Cj
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dual citizen and I want to go oacK anci prat::: rice j. aw»i „ l•■le 
will be allowed now because he is. a dual citizen.

Thereat ter, if he purchases a piece of property, he 
can say that he is a F'ilipino without, in my mind,, 
violating the law,

Senator Sotto. what is the current practice . in the 
other countries .that have dual citizenship, Hr. 
President? Do they carry two passports?

Senator Drilon., I cannot answer that as far as other 
cauntri.es are concerned, Hr. Presiden t. But a i i ow me to 
p lace c:) n r e c o r d t h a t o u r c o u n t r y m e n , a n u m b e r o f t i 'l e m , 
car ry two passpor ts „ Th is was test i f i ed to dur i ng the 
committee hearings.

It would appear that in England par ti cu 1 a. r i y and 
even in the United States, I suspect, when a person 
becomes a citizen of the United Kingdom, the authorities 
there do not require him to surrender his passport. So, 
what these Filipinos would do is take their oath as 
citizens, subject to the united Kingdom, and would not 
surrender their Philippine passport. They would 
afterwards go to the Philippine Embassy , renew their 
passport, and now they have two passports.

That was testified to by one of the resource persons 
during the committee hearing when they were encouraging 
the committees to favorably act on this bill because they 
said, B That it is happening already today, 5o you better 
just confirm what we are doing. We have two passports, 
most of' US'" ,

Elen a tor Potto. What are we saying now when we pass 
this bill is, it is a choice, a matter of choice of the 
citizen.

Senator. Drilon. Yes, Hr, President. It will no 
longer be something that they will hide under the rug.

Senator Sotto. When they travel internationally....

H 1.



Senator DriIon» It is their choice whichx passpore eo 
use, as they are doing now, some of them,,

Senator Sotto. It is somewhat clear now, Hr. 
P r'e s i d e n t.

c
)

Let me now go to a' little apprehension on this 
issue. Because there are certain businesses or nature of 
businesses which can only be accorded to citizens^

Senator Driion. That is correct, Hr. President.

Senator Sotto. --—in the Phi iippines, like the media 
i n c:i u s try. what h a |::) p e n s n o w ? D o e s t i i e s p o n s o r not t in i n k 
that this would be prejudicial to Philippine citizens who 
have remained totally loyal to the country to be 
threatened now by the possible entry of foreign investors 
using Filipinos with dual citizenship as legal vehicles 
in their' transaction?

Senator Dri Ion. That is a very good question. Hr.

President. But 1 ere me preface the answer- with -some 
imp rerss ions that now would go around coffee shops' by

Virtue o f t his i0 0X Fi1ipino requir em ent i n m ass me dia. 
H number of med i,a companics woi.a 1 d have wanted to accept 
foreign investment to augment their capital even just on 
a minorit y po sition. B u t the C ons tit ution, if I recall 
correctiy , says mass media is iOOX. Therefore, it has 
become a drawback because precisely the Con st i'cu'c ion 
prohibits any equity by foreigners in mass media.

It is ironic, Hr. President, because the reasoning

is that we should not allow foreign media to be in our

companies operatihg mass media in the colantry . Blat 
daily, when we open our television screen, we see CHH, we 
see Fax Hews, we see all kinds of foreign Tv shows which 
are beamed in, 'che bedrooms and in the living rooms of 
thousands and per hundreds, if not millions, of 
Filip in os .

Now, having said that, Hr. President, i t is the 
belief and submission of this representation that 
precisely this will help our media industry because now



1, V. w 1 .1 j. a j. .L ow Tormer narura .i.-• da rn c:i 'c izens or me coun ci-"y 
who now are Filipinos again to be able to invest in mass 
m e dia , wh ereas be f ore a r a t p resent t h e y a re a bsoiute1y 
p r CD h i b i t e ci e v e n i f t h e y a r e F i 1 i. p i n o s b y b 1 o a d . 5 o t h a t
his bill would solve partially the problem of plowing in 
e Cl u i t y i. n t o o la r m a s s m e <::i i a cd r q a n i z a t i o n s .

That is olar slabmission, rir . F'resident. So, instead 
of mass media being threatened or for that matter any 
nationalized industry being threatened this, in effect, 
woLA 1 d be a solar c:e of eqlai ty and capi ta 1 by Fi 1 i pinos who 
are now qualified to' invest in those nationalized 
companies as against the present where they are 
c o m p 1 e t e 1 y s h u t o u t e v e n i f t h e F i 1 i p i n o b 1 o o d r u n s i n 
their veins.

hie have ' previously cited the case of rir. Hark 
Fangilinan, a real estate developer in Guam, who would 
have wanted to invest and develop real estate, but he 
could not do so because although he is a F:rilipinD by

blood,, by culture, by tradition and is a leader of the 
F i 1 i p i n o c o m m u n i. t y i n 5 la a m , a r e c o g n i z e d 1 e a d e r o f t h e 
Filipino community, could not help and invest in our 
country because under a 66-year old law, he is considered 
an alien.,

11 i s , t h e r e f o r e , m y s u b m i s s i o n , i’i r . P r e s i d e n t, t h a t 
our national interest is not at all prejudiced by the 
passage of this Act, In fact, our national interest will 
be served by the passage of this proposed law, tie cannot 
imagine when our .national interest .will be prej udiced if

we allow the former natural. born citizens of the country
to be ab1e to reacquire their Phi 1ippine citisenship.

. Senator Gotto. For the record, ' Hr. President, I 
CDn ]. y broug h t that out because there were ap prehensi ons to 
that effect. But I must say and place on record the fact
t h a t I w i 11 c o n c u r w i. t h t h e s p o n s o r , . t h e 5 e n a t e
President, As a matter of . fact, when many portions orPresident, As a matter of . fact, when many portions or 
provisions in the Constitution were made—we all know 
that in iv66 or i967 there was no Internet yet—all these 
developments were neither realized nor even thought of by 
the? framers.



At this point., ai -cnougn we can see r.ne imp x i cat ion, 
the market will be'open now to that..,

Senator Driion. only to former natural-born citizens 
of the 'Phil ippines.

Senator Sot to. Yes, I know. Hr. President., but we 
kn o w t ha t t he re a re man y wa ys of s kinning the c a t. 
L LauQ titer j They can always use the former Filipinos and 
now again Filipinos. I have nothing against it.

Senator Dri Ion. Ho,, no. what I am just saying, i”ir. 
President 5 is that if they are going t,o use former 
F i 1 i p i n o c i. t i ze n s ,, .if t h e y h a v e the i n t e n tion of ere a t i n g
d u m m i e s o u t o f t h e f o r m e r F i 1 i p i n o c i t. i z e n s w h o , u n d e r
t h i. s 1 a w , w i 1 1 no w be come F i 1 i p in o ci. t i z e?ns aga in , they

do not have to wait for the passage of this law. Right

now tney can do it, if they ai"e willing to do it.

5 e n a t o r o o t. x. o . v e s , nr. r r e s i a e n x
thank the gentleman for that.

.1 wou.1. Cl j. ii<e. r.o

i’iay .1. now move on co anm:ner poinr. or c ,i.ari ti cacion . 
This is in S fact ion 3 of the bill.

oen ar or u r i .i. on . Yes, nI" . I-reslaen c .

Senator Sotto. I underscana rnar snis proviso

mentions that a renunciation of F:'hi 1 i ppine citizenship 
which may be a part of or in connection with the oath of 
allegiance which may have been required by the concerned 
f o r e i g n c o u n t r y f o r p u r p o s e s o f n a t u i- a 1 i z a t i o n w ill no t 
be a bar to the reacquisition of Philippine citizenship.

D o e s t h e g e n 11 e m a n n o t t h i n k t h a t t h e m e r e f a c t t h a t
Filipinos who applied for naturalizations were required 
t o r e no unce their Phi1ippine citiz e n s hip by t he hos t 
country be a strict requirement to maintain their 
citizenship in that country, and reacquiring such 
F-" ii i. 1 i p f.:) i n e c i t .i. z e n s h i p u n d e r t h i s p r o p o s e ci 1 a w m i g i 'l t 
become detrimental or Jeopardize their foreign 
citizenship status?

44



Sen a t or u r i .1. o n . . I'-i o ? n r . 1- res 1 a e n r ? a dbo j. u ’ce .1 y n o c , 
because that former, n atura i-•born citizen of the country 
is not doing anything. He does not do any act which can 
be the basis for the revocation of that foreign 
citizenship which he acquired by naturalization. It is 
by virtue of' an act of a sovereign -state that he is 
conferred that status of a second citizenship, the 
citizenship of his birth. Therefore, wala pong pakiaiam 
a n g kaniy an g b a n sa k u n g s a a n siy a n a ging ba g o ng 
mamamayan ,

As we said earlier, hr. rresioenx: , me principle OT 
ci'tizenship is 'hha't it. .i'S 'the ■ c.ou.n'try, 'the sov'ereign 
caur\hry which, by its laws, de’her mines who are its 
citizens. And the beneficiary does not do anything. 
That is precisely 'the nature of a na tu ra i-born citizen . 
One is a citizen by virtue of 'the law and he does not 
have to do anything as contrasted to a natura1ization 
process where one goes through his positive act, 
willingly and willfully, one becomes a citizen of another 
country.

In this particular- case, it is by an Act of Congress 
that one is conferred or allowed to reacquire Philippine 
citizenship, ' ,

How, in ■ the remote possibility that it could 
prejudice his second citizenship or the citizenship of 
his adopted country , he can 'always renounce. He? can 
a 1 w a y s r e n o u n c e a n d t h a t i s a 1 1 o w e d u n d e r o u r p r o p o s a i .

Senator So'cco, 1 nac. is very qooci , 1 wouici 1 iKe ro

thank the gen tleman for 'that, Hr, President,

would there be a country?

ssena-cor uri ion , 
President.

I am not aware or any, nr

Senator Sot to, would the gentleman mow it -cnar 
w o u 1 d b e p o 51 s' i b 1 e , t h a t r e m o t e p o s s i b i 1 i t y ?

a



Sana, tor uri ion. i am nor aware or any, nr.

President. But, as I said,, I am no expert in all the;

1 a w B I w o u. 1 d 1 i k e o n 1 y t o t hi i n k t h a t I in a v e t in e w o r k. i. n g 
k n Q w 1 e; d g e a f P h i 1 i p p i n e; 1 a w , I c: e r t a i n 1 y a m i g n o r a n t 
o f t h e 1 a w s o f o t in e r c o u n t r i e s . B u t a s f a r a s t in i s 
proposal is concerned if, indeed, it places in danger the 
citizenship of his adopted country, 'then he can renounce 
P in i i i p pine citizen s in ip.

Senator Sotto. I am totally satisfied with the 
answer, Hr. President. I was just curious to know, just 
in case„

A n y w a y , 1 e; t m e m o v e o n n o w t o 5 e c t i o n 6 . 5 e; c t i o n 6

B a y s , « n a t u r a 1 -- b o r n c i t i z e n s o f t in e P in i 1 i p p i n e s w in o
a c q u i r e f o r e i. g n c i tize n s in i p s in a 11 , , , e n j o y f u 11 c i v i 1 a n d 
political rights and shall be subject to all attendant 
liabilities and responsibilities under existing 1 aws of 
tine Fr'ini 1 i pp in es „ 15 Do we mean to say here, i’ir,

p r e s i d e n t , t in a t t in o s e w in o w i 1 1. r e a c q u. i r e t in e i r Fi lipi n o 
citizenship will also be taxed on their incomes under our 
p e r t ,i. n e n t law s o n t a x a t i o n ?

Senator Dri ion. i'io , Hr. President, A very good 
qu.est i.on , For t he r ecord , t hese dua 1 ci ti. zens wi 1 1 no t
ine Bubj ect to taes , And outside of tine Phi 1 ippines, 
under ou.r 1 aws , under our Interna 1 Revenue Code, as 
amended by tine Comprehensive Tax Reform Law which the 
gon 11 eman f rom Quez on Ci. ty and th is .representation 
participated in passing, income earned by Filipinos. 
abroad are exempted from taxes. How, if that income is 
earned in tine Philippines, that income is subject to 
taxes, -So, it will not change nor affect the liabilities 
f o r t a X es , i’i r .. P r es i d ent.

■ Senator Sot to. Thank you, Hr-. President, very good, 
we WD.uld like that on record, we thank tine Senate 
President for that.

ouisi-tr-iMO i uw ur atsu j. uw

Hr. President, may I move that we suspend the 
essiori'for one minute, 1
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:c'i,

I n e I-' r (3 s i a i n g u t t i c e r \ i:, e n » u e u a s x. r o ; . .1. s -c n e r e a n y
objecti'an? /"SVienceJ There being none., the session is 
s u. s p e n d e d f o i-- o n e m i n u. t e .

i t wa s 5 s 51 p .. ns „

K t- ::i UI' 11 - I .1. UIM U r- t. ::3 !::> J. UIM

Ht 5:55 p.m.f the session was resumed«

The Presiding Officer [Pen. De Castro]- The session 
is resumed.

Senator Sot to, rir. President, I wish to thank the 
Senate President, the sponsor of the bill, for' the 
answers. It has enlightened me, I have no further 
questions at this point.

T h a n k y n li , i ' i r , P r e s i d e n t.

5 e na t or D ri1o n. T h an k y o u, Hr. Pre sid e n t,

o e n a x. a i- • 1... e v 1 n;; x. e
inority Leader.

we wou j. Cl .1.1 Ke x.o 'cnan k 'cne

I ask that we recognize Sen. Teresa Aquino-ureta to 
in t e rpe11 a t s, Hr. P re sid ent.

The Presiding Officer [Sen. De Castro], Sen. Teresa 
Ac:]uino-ureta is recognized .

Senator Greta. • Thank you, Hr. President.

w i 1 1 t h e g e n 11 e m a n f r o rn I 1 o i 1 o y i e 1 d f o r a. f e w 
questions?

Sen a t ar D ri i o n . Yes , ii r. P re s i de n t.

Senate:)!'- Greta., I only have three questions.

Senator Drilon. Yes, Hr. President.

e /



tsenaror urera. nr. rresiaent:,, are mere- any stuaies 
t i i a t w a u. 1 d d e t e r m i n 0 h o w m a n y w o u i d s t. a n d i: o b e n e f i t ? a i: 
least, from this bill once it is passed into law, more or

Senator Driion. From the Commission on Overseas 
Filipinos, there is a figure here of Z,736,52S worldwide 
a s b e i. n g p e r m a n e n t r e s i d e n t s o f the v a r i. o u s coun t r i e s i n 
the world. The most prominent would be the Americas -and 
t. h e t r u. in; t t. e r r i t o r i e s w h .i. c in w 6 u. 1 d h a v e 2,2 ■? i , 3 i. i., 
particularly the united States where there are i,9iO,S44.

Wow,, Hr. President, I must qualify that this data 
states permanent residence in foreign countries. I

suspect, that it includes both immigrants and citizens of 
t h e c o n t r y w in e r e t in e y a r e s t. a y ,i n g . u o , t h e r e .i. s n o 
disagqrega tion. It. is just a total figure of 2,736,528' 
as permanent residents in various countries around tine 
world. '

Senator Greta. I would like to thank the gentleman 
for that, ■ i’ir. President.

i'4 o w , my n e t q u e s t i on i s : w ill dual c i t i z e n s e n j o y
the same rigin ts as ordina.ry Fi 1 ip ino ci ti zens? ineaning , 
if one is a dual citizen and there are some rights of the 
regular Filipino citizen, will their rights be tine same?

Senator DriIon. That is our proposal, Hr. President. 
That is what is stated in the measure — tine enjoyment of 
f u 11 c i V i 1 a n d p o 1 i. t i c a 1 r i g h t s .

Senator Greta. I see. I would like to- thank tine 
gentleman for that again, i’ir. President.

Now, my third is a hy potheticai question. we will 
take into consideration that this bill has; been passed 
into law and it is now being enjoyed by our Filipino

This is, again, a scenario .No. i. For example. Hr.

A was born in tine Li5. to Filipino parents.



Senator Drilon . Hr . ' A, U .5 . , Filipino parents, a j. j.

f-1. q n r.

Senator Oreta. i-ie comes to rne r-ru. .1. i ppxnes to seer

h if o r t i.i n e a n d h e r e g i s t. e r s ii i m e 1 f i n a c c o r d a n c e w i t. h
the provision of the Dual Citizenship Law as well as its 
implementing rules and regulations.

5 e n a t o r D r i.' 1 o n . V e s .

Senator Greta. How, soon after, nr. A meets ids, B„

uenar.or i;r 1 j.on . Y es

5enator ure ta . i ney te a, i in .1 ove ana marr 1 ea 1 n
compliance with the laws of the Philippines.

senator uri.ion Yes,

Senator Greta. now, in tne course or tneir

marriage, they acquired for themselves a house, lot, and 
a host of other properties. Now, a few years later, the 
marriage turned sour. idr . A moved back to the Li, o, and 
successfully secured a divorce decree against his 
marriage with Filipina bi „ idow, F:'hi 1 i pp in e laws do not 
r e c o gniz e div o r ce d e cre e s e cure d b y Fi1ipino citizens 
abroad. How do we treat the divorce decree secured by 
idr. A who is both an American who recognizes divorce and 
a Filipina who does not recognize divorce?

5e n a t o r D r i. 1 o n . id r . P r es i d ent, I m us t co n f es s t he
question is a 1 i ttl e dif f icu 1.1 bu t I wi. 11 attempt to

answer.

B A 111 h ere, in t h e e a m p 1 e , i s b o t h a n A m e r i c a n and, a 
Fii ipin.o citizen since he was born in the United States 
o f F i 1 i. p i n o p a r e n t. s . T h i s i s a c 1 a s s i c c a s e o f a d u a 1
citizen.

L-' e n a r. o r u r e x. a . I na r. 1 s co rr e c x:, ri r , i-- re s 1 ae n r..

H'Y



Senator Dri ion. So,- sucn oeing tne case., wnen ne 
goes back to the United States and seeks a divorce, under 
our laws, that divorce, , . ,

Senator Greta, That is not valid?

Senator DriIon, 1 will go out on a limb here.
In the example that was mentioned by the Senator 

from naiabon, in effect, the Philippines would recognize 
such divorce under our laws now because o Bo can remarry,

senator u re ta , tju t in tne rni 11 ppines , rignt now, 
there is no divorce law and we do not recognize divorce®

Senator DriIon, That is correct.

senator ureta 
Phi 1ippines,

. a n Cl t n e y g o t m a r r .1 e a n e 1- e 1 n t n e

Sen a t or D r i i on , T ha. f 1 s co r r ect, rr r, 1- res 1 ae n t. tsu t
under the Family Code now, in the example that the 
distinguished Senator gave, « B« can remarry. Because 
13 A® secured a divorce in the United States, valid in the 
United States and, therefore, « B« can remarry. This is 
an amendment in the Civil Code enacted under E,D, No, 227 
during the time of the Freedom Constitution, Before this 
E.D. No. 227, in the situation which the distinguished
Senator described, « B« is married to nobody • because 
111 Alii is validly divorced. But since we do not recognize 
divorce here, n B« is still married to no one and, 
t h e r e f a re, c a n n o t r e m a r r y ,

Under Article 26 of tne oivxj. uoae, as amenoeo oy

t, u . ,

Senator Greta, Excuse me, Hr. r-resiaent;. 1 •cnougnt
t h e g e n11em an said a E b c a n re ma rr y,

Senator Driion. Before the law was amended.

5enator Oreta, A 11 right.
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Senator Dri ion. Now, with the amenament; uncier 
Hrticie 26, as amended by E. 0, 227, it says, » where a 
marriage 'between a Filipino citizen and a foreigner is 
validly celebrated and a divorce is thereafter validly 
obtained abroad by the alien spouse capacitating him or 
her to remarry, the Filipino spouse shall likewise have 
the capacity to remarry under F'hilippine law„iii

Senator ureta. I thank the gentleman for that

answer, nr. President, Can I have another scenario?

Sen at o r u ri j. o n . re s , p lease.

5 e n a t D r Greta, nr,.!11 h h i s i n h m e r i c a a |"i a m e e x. s
i’is, B Cb , an American citizen. Eventually, they got 
married in civil rights, let us say,, in Las Vegas, 
Nevada. Considering that Mr. b Am acquired a divorce 
decree as an American citizen, he is not anymore^

c Q n s i. d e r e d m a r r i e d i n t h e p h i 1 i p p i n e s a s the gentle m a n 
has just mentioned—that the marriage fades?

t“. e n a t o r u r 1.1 o n . 
question ?

Senator Greta. 
Arne i-i can citizen.

L/ a n X. n e q o o a s e n a x o r r e p e a t: t n e

L.eX us say a h» marries again an

Senator DriIon. b h« is me same a h« in one rirsr 
e a m p 1 e ?

; senator ureta 
;cena r i o .

yes, tne same a nm m tne rirst

senator union, hi i rignt.

Sen a t o r 0 r e t a . a A a m e e t s a n d m a r r i e s a n A m e r i c a n 
girl, let us say, in Las Vegas. a Am got a divorce, in 
America. Mow, can his Filipina wife charge him for bigamy 
j.. n t h e f' ri i 1 i. p f:) i n e s ?

Senator DriIon, No. Because if m Am was validly

divorced in the place where the divorce decree was 
secured, he has the capacity to get married again and,

5.1



t: he re TO re,, he cannot be cnargeci wi'cn Digamy oe cause 
b i g a m y p r e s u m e s t h a t a t t h e t i. m e one con t r a c t e d m a r r i a g e , 
one did not have the legal, capacity to contract marriage 
because of a previous marriage. Since the previous 
marriage was dissolved by virtue of a validly recognized 
divorce decree in the place where it' was secured, then he 
has the legal capacity to remarry, and therefore, he is 
n a t 1 i a b 1 e f o r b i g a m y .

Senator Greta , Is it not that in a divorce, the 
consent of both parties is necessary?

5enator Dri 1 on I do not know. It depends on the 
law where the divorce decree is granted. I assume this 
varies from state to state in the United States and 
V a r i e s f r o m c o u n t r y t a c. o i..i. n t r y i. n E i.i. r o e , 5 o I c a n n o t 
really say that consent is necessary. It varies,' , It 
depends on the laws of the country granting the divorce.

Senator Greta. Hr. President ;■ looking at the

scenario, what protection will irilipina ni Ba have in case 
she marries a FiI i.pi.no with dua 1 ci tizenship and he 
decides to divorce her without her consenting to that 
divorce?

uena’cor jjri ion . 
President,

I'har IS cjiTTicu j. r. r.o answer, nr

5 e n a t o r G r e t a . w h a t. p r o e e c r. i o n w 11 j. r. n e r-1 J. i p i n a. 
wife have? what will apply? Because in the Philippines, 
we have laws that somehow protects the Filipina woman.

Senator Driion. The difficulty there, Hr.

President, in the situation presented is that it really 
depends on the laws of the country where the divorce 
decree is secured, whether or not consent of the other 
spouse is necessary, et cetera. The only protection, I 
assume, is that he or she can oppose that divorce 
petition in the foreign country and seek support for 
whatever remedies are aval. 1 able.

Senator Greta. In other words, if Hr.. Dual Citizen 
rn a r r i e s a F i. 1 i, p i n a , ■ Hr. D u a 1 C i t i, z e n t h e n e n ..'j o y s m a r e

a .c
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rigncs man ns 
c i t i z G n s h i p b i i 1 »

Fi i ipina basing i t on the auai

r B s 1 a G n 
E' e c a. u. s a; 
he is doj

aenaror un. j.on. Hssumxng mar. rnar is carreer, nr. 
:, that advantage is there even wi-thout this law. 
f he is an American, then '-he can do exactly what 
ng as what the lady Senator describes.

So this law will nor change anything as far as that 
particuiar situation is concerned.

Senator Ore ta . Can I go furt. her, nr. President;?

Senator Driion. Yes, please, Hr- President.

5 e n a t o r u r e t a . How , ivi r . D u a 1 C i t i z e n g e t. s o 1 d , g e t s 
very rich, et cetera and let us say, stays in California. 
Before his death, he executes a will giving all his 
properties to a good friend and not leaving anything to 
i’is. American wife. Because in America, there is such a 
law that one can leave everything to whoever one wants.

Senator Driion. That is correct.

5enator 0re ta . un1ike in t he Phi1ippines, the heirs 
somehow enjoy a compulsory . „ . „

Senator Driion, There is no system of legitime in 
the united -States, particularly in the State of 
California, The testator can leave everything to a

chari / organisation, leaving the children -or his -spouse 
w .i. t i 'l o u t a n y t h i n g .

Linder our Civil Code, in cases of succession, the 
amount of successiona 1 rights shall be regulated by the 
national law of the person whose -succession is under 
consideration. In that particular case—-this is a

c 1 a s s i. c c a s e o f c o n f 1 i c t o f 1 a w -s—without this bill, 
t h ere w i 1 1 b e no #q u e s t i o n t h a t s i n c e h e i s o n 1 y a n 
American, then absolutely no legitime.

How, since he is ■ now a dual citizen — a Filipino and 
American. -there is a chance now , for the particular



provision dt r.ne uivii uoae ro a.jjpj. y, j.n Tacrc, a. r puts 
t h e F i i i p i. n a w i f e o r t h e, F i 1 i p i n o h u s b a n d i n a b e 11. e r 
p o s i. t i o n . w h e r e -a s , b e f o r e a s s u m i n q t h a t w e have. . . . A s o f 
today , let us say a natural •••-born Filipino citizen who is 
now naturalised as an American dies in America, there,is 
n o 1e qitime f o r h is Fi1ipin a wife, as su min g he has a 
Filipino wife. under this bill -since he now becomes a 
dual citizen, then Article 16 of the Civil Code will come 
into appi i.catian and the conf i i ct o f 1. aws in private 
in ter na ti oh a 1 law will, have to be applied, and there is 
basis for the Fill pin a wife in that example and his 
children to claim ieqitime.

uenator u('■eta .

"resident, that is all
H .1. j. r .1, q n v. I nani< you, nr

The t-residing Officer [uen. De uastroj. nay rne 
C hair ask a f o11aw-up q ue stion.

Senator Drilon. Yes, please, the Chair may do so.

The Presiding Officer [Sen. De Castro]. Husband A 
and wife B divorced, di ba? 5a States naq--d i vo rce itong 
A, dini-vorce niya si wife BAnonq mangyayari ngayon? 
I'iha t will happen sa kan i 1 ang con j u.ga 1 property in t he 
Philippines?

Senator Drilon.. Right now, let us say, we have no 
law right now, they are both American citizens in that

example.

The Presiding Officer [Sen. De Castro], Ho.

Fi. 1 ipi.na and wife B . Husband A is dua 1 citizen .

Senator Drilon, no, no. Presently, there is no 
d u a. 1 c i t i z e n s hip 1 a w , In t i'i a t e x a m pie, t i'i e r e i s no

conjugal partnership of gains as far as I know in the 
United States. In the united States, assuming it is 
absolute separation, then everything that belongs to the 
husband goes to the husband. Now, under the same set, 
Hr. ■ President, if we have this law, there is an

oppor'11,.in i ty to ap|') 1 y Phi 1 ippine law becai..ise now a

D'!l-
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personal law is applicable to t.ne aua.i. cirizen as tar as 
his Philippine citizenship is concerned™

The Presiding Officer [Sen™ De Castro]. In other- 
words, maghahati si la ng property in the Philippines?

5 e n a t o r D r i 1 o n . i ri e w i t e c a n e ven a p p x y t a r a n
authori ty t o a d minister the pro p erti.es f o u n d i n t h e 
F:'hi 1 i ppines

The Presiding Officer [Sen. De Castro j*. Pill right, 
Jus t one foliow-up question.

5en a t or ' D r i.1 on . Ves, sur e ,

T h e P r e s i d i n g 0 f f i. c e r [ 5 e n , D e C a s t r o ] , T h e
Frivaido case. If this bill would be enacted into law o 
maging batas na, will it remove statelessness kagaya nang 
nangyari kay 6overnor Friva 1do?

Sen ator D r-i 1 on . That i s co ri'"ect, i’i r , P resi deri t. 
The FI-i va 1 do si tuat i.on wi. 11 no 1 onger be poss ib ie because 
if we have Frivaido becoming a naturalized American 
citizen, he is still a Filipino citizen, and therefore, 
the moment he loses his American citizenship, he does not 
have to do anything else. He is still a Filipino.

A n g i -i a i -i g y a r .i p o k a y i~ i-1 v a. x a!d ci a n .i x rx n s a u o in m o n w e a x -r n 
Act Ho. 6$ ay nawala ang kaniyang pagka-Pilipino noong na 
naturalized siya as an American. when he lost his 
American citizenship, he was no longer a Filipino, so he 
became stateless.

The Presiding Officer [Sen. De Castro]. All right, 
I would like to thank the sponsor for that clarification.

Senator Leviste. Hr. President, may I intervene. 
Sen. Teresa Aqu in o--0r eta asked a question about a dual- 
c i t i z e n h u s b a n d w h o i s rn a r r i e d t o a F i 1 i. p i n a w i f e , a n d 
w i'i o d .i. V o r- c e d h i. s F i 1 i p i n a w i f e . w e k n o v) 't h a t u n d e r 
exisfing laws,, an alien husband can divorce his Fi1ipino 
wife. If he initiates it, the divorce is valid in 'the 
P h i. 1 i p p i nes . Is t h at c o r re c t, Hr . Presi d en t?



toenaror urxian 
:'hi ii ppines , yes.

I ne divorce-? is V a .11 d 1 n c n e

Senator Lev is re. "i ne divorce? is vaiia in rne 
Philippines if, it is initiated only assuming by the 
American husband,, but the Filipina cannot initiate the 
divorce against the American husband. Is that right? 
Yes, I am very sure of that.

t:, e n a c o r .u r i l o n 
Fi. 1 ipina. . . .

Yes, 'rnac is correcc oecause a

Senator i...evisce. res , ■ sne cannor . •

uenacor juri ion, uecause we nave no divorce iaw.

Til a t is cor
... r(

c t , W0 haV0 n a a i v C3 r“ C0 L aw 1 n 'C ne

Ph i 1ippines. T he re f o r 0 ; i"? e i" i 1 i p i n a cannot i n i t i a te

t i"f0 divorce.

Senator L(f vis t( Ye■s » I a m 3 u s t sett: i n g t: he

pre mise. So, t:he qi...i.es t i on o f 5enator Or■e ta e a r 1 i e r" w a '.c;—

an ci may the s ponsor e i u c i. d a te o n t h a t. i. f p ho l/J 10 'y/ j-"-1 r, i t is

n o T an American husband, i. t i s a duai“ci t i z en hus band w ho

is enjoying t he p I" i. V■ i leg0S o f b e i n g a c i tizen of t h e Li « 5«

an d of t he P h i i i p |::? i nes t h a t i. nlitiates iche d i V o r (ze, d o es

t i'l0 F i. 1 i p i n a {/■-! i f e automat i c a i iy lose any re? 1 a tions i'i ip

w i 'C h t h at d ua ]. - c ,i. t i zen hus;ban d ? But 15 i n c e' he is a ]. so

en j oying the pr•iviie■qes a n d ben e f i t s o f b e i n g c"?. F i 1 i p i n o,,

C.3. n he then b e SLU::: d b y ■
che Fr i 1 i p i n a v-'j i f e f o r b i g a (Tiy

3. -r> s urn ing he m a r' r i es a g a .i. in ?

Senator D r i 1 o n . F- i rs t ? I will beg. t in e ques tion . 1 f
he marries ag a .1. n i n t he Li n i ted States, t here i s n o big a my
D S c ause of th e p r i n c: i p 1 e of ter ri to ri a 1 i ty . T' h 0 c r" i m e Q f
bi g amy must b 0 comm i t ted in t he F:' hi 1 i pp in es .

e n a r. o r i... e v i s c e „ h i i. r i g n c „ i t n e ni a r r i e s
Ameri can- or even if he marries a Fi iipina in the Li. 5.

an

o e n a x. a r u r i .i. o n . .in me u . sr,. , mac is correcc.

to e n a c o r i_ e v x s c e.. k e g a r a i e s s a t n a c x o n a 11 c y o r
citizenshipra

Senator Driion. That is correct.
a to
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^J:■enax■.o^ uevis'ce „ —:i. t ne^ marries someone in rriG?
ij „ 5 n or in a foreign country, then he will be governed 
by , ., . •

Senator Dri Ion. Wo. We are just talking about 
bigamy because the Senator is saying, if he marries 
again, is he liable for bigamy? If he marries outside of 
the Philippines, he is not liable for bigamy because the 
crime, assuming that there is a crime, was not committed 
wi thi.n the i::’hi 1 ippine terri tory ,

Senator L.evisce, tse cause we are governea oy 
territoriality,

Senator Dri ion. That i's right.

toenaror uevisce, 
Philippine soil.

TnereTore, ne . can hot: marry on

5 e n a t o r u r i i o n , i n a r i s c o r r e c 'c .

Senator Leviste. He cannot marry on Philippine soil 
and invoke the fact that, he is a duuml c.it.,izen and that he 
is partly American and,„,,

Senator DriIon, That is correct.

Senator Leviste, So that is clear. He can. marry 
and not be charged wi th bigamy as long as he rema ins in 
t ii e l..i, S ,

Senator DriIon. Yes,

Senator Leviste. Thank you, Hr. President,

5enator DriIon. ' A11 right,

The ?-■ residing Officer [Sen, De Castro], Or he does 
not want to marry. So there is no problem.

Senator Dri Ion, I hope the lady senators’ husbands 
are not listening to this debate. They might start to 
think what the lady senators have, in mind, [Laughter.]

a /"



1:, e n a x. o r" l... e v i s r s „
5Brge 0smefia .

.1. moVe i;nar we recogn ize ;d0rt

I n e r r e s i ci a. n g u t t i c e r L t> e n u e u a s x. r o j 
usmeria is recognized.

toen. t)erqe

senator usmena wotu. ci me gooa sponsor yi.ej.ci

for a few questions. Hr. President?

oenaror un .i. on, 
Presiden t.

r D r tne x:n i r a cx me , yes , n r

.Senator usmeha (a; . ■ Yes, ir jusr snows now 
interesting the topic is. But I would ..just like to point 
out to Senator Dr eta, the from Tar lac, that it 
is also possible for a Fi lipina to go to Las Vegas and 
obtain a divorce, [Laughter] and 1 have been witness..,.

Senator Drilon. It is alscD possible for a Fi lipina 
to go to Las Vegas.

Senator usmena (5). It is also possible for a 
Fi lipina to go to Las Vegas and. obtain a divorce be causes 
one does not have to be a citizen of the united States to 
obtain a divorce but merely have, ’in certain states like; 
Las Vegas, 90 days residency.

I n e r r e s i a i n g u t t i c e r i. u e n . u e u a s x. r o j 
can marry in Hong Long.

1nen one

1 nen o n e c a n m a r r y a g a .i. nS3 e n a x. a r u s m e n a i u j . 
an y w h ere.

Sen a tor D r i 1 on . Vex;.

senator usmena t. u j . .i. jus c wan tea to oe ciariTieci —
oh, yes, there are also states with « no-fault divorces,b 
as they call it. 5o they just give everybody his freedom 
wi thout f indi.ng f au 11 or di vision of property .

But in any case, I just would like to be 
enlightened, Hr. President,, on these principles of Jus

a tj



V t-' r') q

SOJ..I ana jus sanguinis., urn .1. cor rear Tinat: cne
Philippines follows the Jus sanguinis principle?'

5 e n a t o r D r i 1 o n „ T h a t .i, s c o r r e c t, ivi r . P i-" e s i d e n t. „

Senator usmefia (5). For example, if a child of 
American parents is born in nanila, would the Philippine 
qovernment recognize the child as; a Filipino citizen?

!;:> e n a c a r u r 11 o n IMO . I'lr . f"' r e s .1 □ e n v..

t;>enar.or Os;men a ^ ; . !;:>o , we wouj. a nave a aouDj. e
advantage now because if we are Filipino parents, we have 
a chi 1 d born in the uni ted 51ates , he is automa ti ca 11 y 
recognized by both states as citizens of both countries.

Senator Dri.lon. ' The gentleman is very correct, rir.

President,

Senator usmefia (5). All right. On taxes, Hr,

President, would there be an impact on taxes? • Because I 
understand that in the tax treaty which covers savings in 
the Philippines and in t'ne United E> tat.es, the tax treaty 
states that if one pays taxes in the Philippines, for 
e a m pie, f o r h i s i n c o m e i n t i 1 e P h i 1 !■ p pines, i i e c a. n d e d u c t
that from what he owes in U, Ei. taxes- And if there is a

difference, he still has to pay the difference. 
Fortunately, because of the devaluation of the peso, our 
tax rates are higher than those in the United States. 
But it. could also be the other wi ay around. The:

■philippines could now impose taxes on Filipinos presently 
living in America.

jDenaror urixon. I'XO rir I-res .1.Q en x:

u e n a v. o r l. 1 s m e r-i a t, u .1 IMO 'c a c a j. X

Senator Drilon. Because under our xaws r.igrrc novM, 
i'ir. President, income earned by FTilipinos outside the 
phi 1 i pp in es- i s exem pt f rom in come taes r eg ar d 1 ess of the 
amoun t of ■ income earned. I f we remember, this was; part, 
of the package of revenue reforms. .1 think it was; the 
iiT“n Congress or the iOTn Congress that passed it.
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senator usmena . yes. eecause rne tak■ rreary
between the United States and the Philippines states;; 
dif ferentiy.

Senator Driion. Yes. But we have a specific law.

5enator usmeha (5 ) . We have specif icai iy taken
that.

Senator Driion. Yes .

Sena t o r Ci sm eh a ( 5 ) . I n c as e of d ea t h ? w h i c i"i
country's estate taxes would prevail?

Senator Dri ion . where the proper ty is ioca ted , i’ir .
President.

Article 16 of the Civil Code -states that real

property as well as personal property is subj ect to the 
law of the country where it is situated.

5enator 0smefia (5 ) . 5o , theref dre, if I have cash, 
bonds or shares of 'ai million in the united States, it is 
t h e u . S .. 1 a w t h a t p r e v a i 1 s a t t h e t i m e o f d e a t h .

5enator Dri 1 on . That i s correct, if r. President.

sen a c o r u s rn e n a i s j 
:ou.nt. ry ?

wna'c aDour. it it. is xn a -cnira

s e n a r o r u r j. o r'l. i ri e 'C n i r a c o u n i: r y ;"

s e n a r. o r u s m e n a i, s ) « y e s . 
ci e p o s X t e d i. n L. i e c h t e ri s t e i n ?

.IT .1. nave v-x mxi.Lxon

5 e n t Q r D r i 1 on. i n e i a v> s a t l_ i e c ri 'C e n s z e x n .

sen aTOr usmena . so, ■ max: is rni iippine
j u r .1,. s p r u. Cl e nee to ci a y „

5 e n a t o r D r i 1 o n . 
President.

I n a T X s 1- n X ,L 1 p p X n e j. a w , ri r



Senator usmena u.? J « i ne re to re, i-c wouxa oe -cne 
a d V a n t a. g e t h e n of' F i i i p i n a c i t i. z e n s w net h e r o r not t h i s 
bill passes into law to keep assets offshore.

tsenaror ura. j.on„ Hssumxng rna'c iinere are Tavoraoie 
tax laws in that country.

5enator usmeha (5 ) . There are def i ni te 1 y cou.ntries 
with more favorable tax laws than we have.

5 e n a t o r D r i 1 o n . T h a t. i s c o r r act, n r . P r e s i d e n t.

That is what our Civil Code provides under Article i6.

Senator usmeha (5). Hr. Presiaenr, wouia mere oe

any prohibit ion--this is a far-fetched question si -from
s a m e bod y o b t. ai i n i n g a t h i r d o r a f o u r t h c: i t i e n s h i p u. n d e r 
existing laws?

5enator Dri 1 on . tinde r ex i.s ting 1 aws right now, 
therB i.s none . une cannot do it because under Phi 1 ippi.ne 
laws, a Filipino who gets naturalized in a foreign

c D un t r y w o u. 1 d 1 o s e his Phil ip pine citiz e n s h i p .
Therefore, he cannot be a citizen.of a third country,

Senator usmena (5). Under this law one will now be

a 11 o w e d t o t a k e o n a t h i r d , a f o u r t h o r f i f t h
citizenship.

Senator D.rilon. That is correct, Hr. Presidentone 
is still considered a Filipino citizen.

asiV

Uni 
Thi 
to 
14 t 

tha 
are 
Ame 
Un i 
c i. t

Senatar 0smena (5 ) . L.asri y , nr . ■ t-reslaent, cne ocner 
I made mention that existing jurisprudence in the 

ted States, although it has not been fully tested, 
s specifically deals with the eligibility of someone 
become President of the united States. i his is the 
n Amendment of the Li. 5. Constitution which provides 
t all persons born or naturalized in the United States 
citizens. Therefore, this has effectively divided 

ricans. into two kinds of Americans — those born in the 
ted States and those who are naturalized American 
izens. If one is not born in the•United States, he is

J.



born outsiae tine uni tea states, no is an Hmerican citizen 
'but he is considered a naturalized American citizen.

HaV ing sa id that. Hr. President, how then does the 
word B naturaiizedn ,, with the way we use it in our laws 
and in this bill, come to mean, knowing that I have just 
dis caVe red t.hat i n the Lin i t.ed 51a tes the? term 
IS n a t u r a 1 i z e d « m e a n s s o m e t h i n q f u r t h e r .

5 e n a t o r D r i 1 o n . Li n d e r o u r 1 a w s a n d j u r i s p r u d e n c e , a 
natural-barn ci ti zen is one who a t the t.1.me af his bi rt h 
is a citizen of the F'hilippines and he does not have to 
d o an ything i n o r d e r t o a cquire t h a t Phi1 ippin e 
citizenship . And under the Constituti.on , if one's father 
or mother is a citizen of the Philippines, he is a 
natura 1 --boi'n citizen of the cou.ntry .

senator usmena ) 
world!"

iMo matter wnere ne is in tne

Eienator ilrij. on. imo matter wnere ne is; in tne

world. A naturalized Fil ipino citizen is o.ne who by some 
act was conferred a Philippine citizenship.

e n a t o r u is m e n a i, Uj > 
i n V o 1 u n t a r y ?

w n e t n e r v o j. u n t <a r y o r

s e n a t D r uriion 
Hr. P res; i dent.

w h e t h e r v o 1 u n t. a r y o i- i n v o x u n t a r y ,

Senator usmena (Si. Therefore,, anyDoay wno at tne 
t i m e o f b i r t. h d o e s n o t h a v e a F i 1 i p i n o f a t h e r o r a 
Fi 1 ipina mo ther is; no t a ci. ti zen .

u e n a t o r u r i x o n . i -'i o t a c 111 z e n

Senator usmena ( 5). And is there any x aw now tnat 
confers upon any such being automatic citizenship- just 
like in the united States?

u e n a t o r u r i x o n iMon e , n r . r resi □ en t

j



G'^:Y-99

5 e n a t o r u s m e n a ( 5 ) . ' w o u i d 'c n e g e n r. i e m a n s a y 'c n a x. 
the ij.5. follows both the j 115 soli a'.nd JUS SS.H'Julnls rule? 
iJjj.s .'50 7 7 by virtue of the Constitution and j ? J.s nnu i ni fs 
by virtue of statute?

: senator urxion. hs rar as i uncierstanci x:ne

situation, my answer is in the affirmative.

Senator usmena (5), It seems to mem ana x am nor a 
lawyer* that the jus soli law of the united States is 
recagnized in the . Constitution , and by usinq the word 
a natural ized» , they also seem to recognize jus 
sanouinis. Sa there are countries that can recognize 
both.

uenaror union., h pparen r .i. y , yesu me unirea urarei 
is one of them.

5 e n a t o r 0 s m e n a u ; . i s i. r i n o u r u o n s r i r u x. i. o n r n a r
we would always be limited to ius sanouinisV

uenaror union r e s , ri r . i- r e s i □ e n x:.

Senator usmena (5). 5o there is no way we can 
r e c o g n i z e b y 1 a w o r ' b y s t a t u t e a n y b o d y w h o w a s b o r n i n 
t hi s c:Dun t r y as a F i 1 i. p i. n o „

t> e n a r o r u r i i o n . in o n e , n r . r r e s ,i a e n r .

Senator Osmena (5;. i nanr. you very mucn, rir. 
President.

Senator Dri ion. Sen. Jonn • n. usmena wan rea ro

int e r pe11 a t e, Hr. Pre sid e nt„

The f--residing Officer (uen. ue Castro). Sen. John 
H. usmena is recognized for interpellation.

Sen a r or usmena i. u ) - inam-. you, nr. rresiaenr.

5 e n a t o r u r i 1 o n . w .i r n p i e a s u r e . w e y i e i a r o s> e n
John usmena. Hr. President.

1



Senator usmena (J). Hr. Presiden t, given me porous 
state of our government system wherein a Tonggan becomes 
a. Filipino for the purpose of playing basketbal1, and the 
Senate has two resolutions pending but nobody seems to 
care. Senator Barbers does not seem to care neither does 
Senator Angara. If it were only my committee, or if I 
could only find any form or shape to consider that as 
something of the affairs of the government committee, I 
w o u1d call a hearin g,

.1.

F".i

Given that same 'situation , we. nave i-inizci, an 
alian, .is a Filipino. A Tonggan, Tauiava, is a

1 i p .1 n o.. 5 a mi e o d y h a s a. d o p t e d t h e n a fn e « P a r a s s a n d
became somie body f rom uaban ca i an .

I mean, I am afraid, Hr. Presiden t. I am in favor 
of this myself,' Personally., yes. As a matter of fact, 
Senator Salonga wanted to have me ousted from the Senate 
because I was a dual citizen. .And the i9S7 Constitution 
frowns on this particular activity according to the 
doctrine of Salonga, which is not the case anymore 
because 'the Supreme Court has already ruled.

But anyway, my apprehension lies in the gentleman’s 
p a r a g r a |::) i"i, o n page 2 , 1. i n e ,L 0 .

5 e n a t o r D r i 1 o n , V e s ,

Senator usmena (J). » A system of continuing

registration for individuals covered by this Act shall 
be estab!ished by an administrative mechanism.a

Con ceivab 1 y , a Chinese nacionai couici nave a oi rtn 
certificate from one of the many municipalities in this 
c o u n't r y , a ri d c o u 1 d n o w c i a i f[i 't: a have been b o r n i n i: i' l e 
P i"! i 1 i p i ri e , a i"i d t i "i e r e f o r e i::) e a n a t i.i r a ]. b o r n c i. 11 z e n a I'l d 
■r fi e ri r e q i 'c e i "' e d 'c i'l ere. w a u 1 d i. 'c n o 'h b e p o s i b 1 e , ivi r . 
Presiderrh?

Sen a t o r D r i 1 o n . T ha t wo u 1 d be p oss j. b 1 e . Bu t t ha t
particular ci rcums'can ce would be irrelevant as 'rar as 
this bill i. s concerned. Because that Chinese has a



r'''; V 9

aocumen r wnicn snows znat. ne is a narurai -dorn c:irizen ot 
the Phiiippines.

Senator usmerla (J). Yes,, ivir „ President- But other 
tf",an ti"iat d oci.imen t,, i'le wou i c; r.a ve a hard ti. «is t ry in g to 
proVe his residen ce . The fact that he i. s na tura 1 -■ born 
wi i i be t he soi e eviden ce .

But having registered now in accordance with this
b:l ii:, does he acquire a certain form of pernnanencv or

iegitimacy ,, irir „ F'resi.dent?

Senator Dri ion . No f ivir, Presiden15 oecause che

registration contemplated qn iine iO is not the

determi n ing f ac to r as f ar as the gran t or d en i<

,i. n orner war as,, it on

g a n t h i m t h a t F i i i p i n o

!'-■[ 1 .!. rignt., nr- i-resiaen t , j. am

i ne re TO re , registracion , in cne con •cext; ot tne oi 11 
of ti'le di st i.ng!,.i ii'ieri sponi;;or i.s s i.mp ]. y a rnechari i cal. a ct 
of recording somebody's ciaim to riave been born in the 
Phi1ippines a n d being a Fiiipin o citizen a n d enjoy t h e 
p r i V i ]. e g e is o f t i 'l i. s A c t.

5enator Dri ion , 7hat is correct, Hr . President,- i t 
does not add anything; i't does not . add any proba'hive 
V a i u e 't Q i '1 i j; d o c u m e I'l t. If t i'i a t d o c: u m e I'l't i s 'fake ,, 't i"i e 
fact that he registered under 'this proposed registration 
system will not add any value 'to 'that fake document-

Senator -usm'ena (J). Can we add some words to this 
i ine, continuing registration, . to record those 
individua is who ciaim to be covered by this Act?

Senator Driion. Yes. I have no problems with that, 
i'lr- F'resident.



in face, tnis sponsor is nor so Keen aoour reraining 
this particular paragraph;, but instead is, in fact,,

thinking of a registry where, we can place those who

r e n o u ri c e d P h i 1 i. p p i n e c i t i c e n s i'l i p w h i c h will now b e wit i'l 
the Bureau of I mm igra ti. on.

In other words, to trace those, who have renounced 
their citizenship, we should have a registry of those who 
renounced their citizenship as proof that they are no 
longer Filipino citizens. Because going through this, if 
for ezample, somebody comes before the Consulate of the

Philippines in San Fran cisco and validly renounces his 
Fi. 1 ipiI")o ci ti zenshi. p , I do no t know what that San

Francisco Consulate will do with that document.

Senator usmena (J ) I do not know if our foreign 
service law provides for that, but the American Foreign 
Service Law provi.des for a syste.m of renunciation .

Senator DriIon. we have a system of renunciation 
here under Commonwealth Act No. S3, Hr. President,

we nave a system oroenator usmena v u ; .

enun ciation,

S enat o r D r i. 1 o n Yes.

o e n a. t: a r u s m e n a U-J ^ « u b c. a u s e i n i v o w n e n ,l r e; n o u n c: e ci
my American citizenship, I filed with the u .5. Embassy a

r e n U n c i a t i o n .

Senator DriIon. Yes. I have not seen the rules and
regulations implementing Commonwealth Act Imo. S3, But

under Section i, paragraph 2, a Philippine citizenship 
may be lost’ by an express renunciation of citizenship. So 
I presume that the implementing rules would provide for a 
p) r D c e d u r e i n t i"i e i- e n i..i n c: i. a t i o n ,

Senator usmena (J), That is my only concern, Hr. 
President. I have no problem with this bill, having at 
one time been given a passport. After I obtained my 
Philippine passport, the American Embassy gave us an



H i i i e r 1 c a n p a s s p □ r r. ,, w n i c n .1. s u d ib e q i.t e n t .1. y r e r u r n e ci. sd o .1 
ran see what this would mean , how much it wou 1 d benexit 
Q I..I r Q t h B r c: o u n t r y m a n ,

Thank you very mucn, i’lr „ Presiaent:.

S e n a c o r u r .1 .1. o n 1 n a n k y o u., ri r . 1- r" e s x a e n 'c

Trie f"• r■ e51 d i ng u t t 1 cer i. &en „ ue l,asr ro j 
like to thank Sen. John usmeha.

J. WOUJ. Cl

tn. e n a r. o r u r x j. a n . 
others who have „ , .

nr „ i-res ici en x., r ne re a re s n 1 .1.

Senator Biazon has inciica'ceci mar ne warms ro asK a 
fev; questions on iionday .

5 Li Eij F' ti i''i £> .1. u i''i ui" uui''iu. j. ut kh 1 j. ur-i ui- o . imu.

Therefore., we move to suspend the perioa or
n ter pe 1 i at ions and suspena a.i.so rne cons ioer anon or 
his measure.

The presiding Of f icer C 5en . ue Casrro j . 1 s x.nere
a n y o i::j.j e c t i o n ? i 5.i J b n c: b J T ri e r e b e i n q n o n e . t h e m o t i o n i s 
approved.

wi'cn rne permission or rne tsoay , rne tsecrerary wi j. 1 
read the Additional Reference of Business.

A.UU J. I J.UIMHL KtrtKtIMUt Uf UUSS lIMtSst)

I J. DIM

The Hcring tjecrerary Lf-mry. reyesj 
R e s o 1 u t i o n i\i o . i 0 , e n t i 11 e d

i^enare doinr

JOIiMl" R EE! Ei GLUT I Dim hu i tiun: r/. j. imu i i-it i-Ktu j. ut.iM 1 ui- 
TiHE PHILIPPINES TO EilJSPEEiMD THEEE EE”i::rECT I v ITV 
OF Tf-iti LA Err FFEOvISO OF EiEECTIOiM 26(A) OF' 
REPuE-iLI C ACT NO. S749, OTHERWISE KNOWN AS 
Tr-iE! K Fd'il L... I PE::'EEiMtE CE.,.EAiM AI EE ACT 0Fr 1999®
F-' 01-; A F' EE i'; I u u Im u T E X C EE E! D I 1m G 0 i\i FE V EE A EE
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I n t r a d i,t c e d b y 5 e n a t o r s u r i i o n , v i x i a r u r . a n ci
Levis te

7 h e presidin g ufficer l 5e n. D e Ca s t ro]. Refe r red to 
the Committees on Environment and Natural Resources; and 
Energy

I ne naj oriry i_eaaer is recognizeci.

Senator Dr i ion,, There being no more business for 
today , i’ir . F'reSiden t, I move that we suspend our session 
un t i 1 tomor row at, ten o ’ c iock in thie morn ing .

Ejenasor usmena i, j ; » I’lr . rresiaenc.

I he Presiding Officer [uen. De Castro], Sen . John 
0 s fn e h a i. in; r e c o q n i z e d ,

I Hi'lENTARY, INQUIRY OF SEi'jATuR OSi'iErY'A (J)

(If the Committee Report on Transco Has 
Been 5u bmi11ec:i to the Bills and I nde 

Service and Included in the Order of Business)

5 e n a t. o r 0 s m e r-i a ( J ) , i’i r , F' r e s i d e n t j |:) a r I i a m e n t a. r y 
inquiry of the Secretariat.

Has the committee report on the Transco been 
submitted already to the Bills and Index Division? Has it 
been already marked received?

5 e n a t o r D r i I o n . T o n i g h t, y e s ,

Senator Osmefia (J), Is it now in the Order of

Business?

Senator Drilon. Not yet, Hr.s President. It was just 
filed, now at 6s 35 p,m. It is now 6:36 p.m. So it is not 
yet in the Order of Business.

Senator usmena (J)„ Thank you, i’ir. President.

Senator Greta. i’ir. President.
6S



I ne rresiaxng uTTicer taen. ue uasrroj 
Aquina-Oreta is recognized.,

tjon . I erasa

senaror urera. u.ia j. near t.ne tsenaxie rresiaenr say 
we V-!i 11 resume tomorrow?

:r;enator urxj. on„ we suE;penaeci our session urvcii 
tomor row„

i e n a r. o r u i- e r. a . i o m o r r a w = .

Senator Dri ion . At f.en o ciocK.

Senator Oreta. nr. President, because we were 
attending the Finance Committee hearing this afternoon 
and the hearing will continue tomorrow at 9:30 in the 
fii o r n i n g ? I t h i n k .

5enator Dri ion . we wi 1 1 request. x.nar une i- inan ce 
Committee suspend its session at about iO:30 a.m. when we- 
hold our session,.

tsenat; o r 
F'resident.

u re ra „ f-t 1 .1. r 1. g n x. I nani< you., nr

S U I -1IM .i. I...I IM U f- ij t. U. f.) J. U T'l

Senator Dri Ion. So I move 'cnar. we suspend me

e s s i o n u. n t i 1 t a m o r r o w a t t e n o ’ c 1 o c k i n t h e ft! o r n i n g . •

The Presiding Officer [Sen. De Castro]. The- session 
is su s p e n d e d unti1 t e n o'c1ock tomorrow morning, Octo be r 
i'7, 2002,, if there is no objection. [There i\ias none.]

1 C l\'J B I'.'.'.' a p . U! „

I


