THE MINING ACT OF 1995 (RA 7942)
AND ITS IMPLEMENTING RULES AND REGULATIONS

First Mining Law

:
Spanish Royal Decree of 1837

Second Mining Law

:
Philippine Bill of 1902

Third Mining Law

:
Commonwealth Act 137 (1936)

Fourth Mining Law

:
Presidential Decree 463 (1974)

Fifth Mining Law

:
Mining Act of 1995 (RA 7942)






- signed into law on March 3, 1995
Revised Implementing Rules and Regulations of RA 7942 (DENR Administrative Order No.96-40)  -  approved on December 19, 1996
GOVERNMENT MANAGEMENT

(Section 4 of RA 7942)

Ownership of Mineral Resources. ‑ Mineral resources are owned by the State and the exploration, development, utilization, and processing thereof shall be under its full control and supervision. The state may directly undertake such activities or it may enter into mineral agreements with contractors. 


The State shall recognize and protect the rights of the indigenous cultural communities to their ancestral lands as provided for by the Constitution. 

DECLARATION OF POLICY

(Section2 of DAO 96-40)

· All mineral resources are owned by the State.

· The State shall promote the rational exploration, development, utilization and conservation.

· The promotion shall be the combined efforts of the Government and private sector for the enhancement of national growth in a way that effectively safeguards the environment and protect the rights of affected communities.

AREAS OPEN TO MINING OPERATIONS

(Section 18 of RA 7942)

 
Subject to any existing rights or reservations and prior agreements of all parties, all mineral resources in public or private lands, including timber or forestlands as defined in existing laws, shall be open to mineral agreements or financial or technical assistance agreement applications. Any conflict that may arise under this provision shall be heard and resolved by the panel of arbitrators. 

AREAS CLOSED TO MINING APPLICATIONS

(Section 19 of RA 7942)

Mineral agreement or financial or technical assistance agreement applications shall not be allowed:

      
(a) 
In military and other government reservations, except upon prior written clearance by the government agency concerned;  


(b) 
Near or under public or private building, cemeteries, archeological and historic sites, bridges, highways, waterways, railroads, reservoirs, dams or other infrastructure projects, public or private works including plantations or valuable crops, except upon written consent of the government agency or private entity concerned; 


(c)
In areas covered by valid and existing mining rights;


(d)
In areas expressedly prohibited by law;


(e)
In areas covered by small‑scale  miners as defined by law unless with prior consent of the small‑scale miners, in which case a royalty payment upon the utilization of minerals shall be agreed upon by the parties, said royalty forming a trust fund for the socioeconomic development of the community concerned; and


(f)
Old growth or virgin forests, proclaimed watershed, forest reserves, wilderness areas, mangrove forests, mossy forests, national parks, provincial/municipal forests, parks, greenbelts, game refuge and bird sanctuaries as defined by law and in areas expressly prohibited under the National Integrated Protected Areas System (NIPAS) under the R.A. No. 7586, Department Administrative Order No. 25, series of 1992 and other laws. 

GOVERNING PRINCIPLES

(Section 3of DAO 96-40)

Mineral resource exploration, development, utilization and conservation shall be governed by the principle of sustainable mining, which provides that the use of mineral wealth shall be pro-environment and pro-people in sustaining wealth creation and improved quality of life under the following terms:

· Mining is a temporary land use for the creation of wealth, leading to an optimum land use in post-mining stage as consequence of progressive and engineered mine rehabilitation works done in cycle with mining operations;

·  Mining activities must always be guided by current Best Practices in environmental management committed to reducing the impacts of mining while efficiently and effectively protecting the environment;

·  The wealth created as a result of mining accruing to the Government and the community should lead to other wealth-generating opportunities for people in the communities and for other environment-responsible endeavors.

· Mining activities shall be undertaken with due and equal regard for economic and environmental considerations, as well as for health, safety, social and cultural concerns.

·  Conservation of minerals is effected not only through technological efficiencies of mining operations but also through the recycling of mineral-based products, to effectively lengthen the usable life of mineral commodities.

·  The granting of mining rights shall harmonize existing activities, policies and programs of the Government that directly or indirectly promote self-reliance, development and resource management. 

DIFFERENT TYPES OF LARGE SCALE MINING PERMITS/ AGREEMENTS UNDER RA 7942

1. EXPLORATION PERMIT

· Term:  Two (2) years, renewable for like periods, up to 
8 yrs for metallic 
6 yrs. for non-metallic;

· Maximum Area (hectares):



Onshore:




1,620 for individual in any one province




3,240 in the entire Philippines






16,200 for corporation in any one province




32,400 entire countries
· 
Offshore:




8,100 for individual




81,000 for corporation

· Qualified applicant:
Individuals or Filipino or foreign corporations (60% Filipino and 40% Filipino for corporations)
· Priority to enter into either an MPSA or FTAA after submission and approval of Declaration of Mining Project Feasibility;

· Can be transferred or assigned to other qualified individuals/corporations

2. MINERAL PRODUCTION SHARING AGREEMENT 

· Term:  25 years; renewable for another 25 years; 

· Maximum Area (hectares):



Onshore:




810 for individual in any one province




1,620 in the entire country






8,100 for corporation in any one province




16,200 for corporation in the entire country



Offshore:




4,050 for individual/any one province




40,500 for corporation/any one province

· Qualified applicant:  Individuals or Filipino or foreign corporations (60% Filipino and 40% Filipino for corporations)
· Minimum authorized capital of PhP 10 M and PhP 2.5 M paid-up (individual)

· Can be transferred or assigned to any qualified  individuals/corporations;

· Can be converted into an FTAA

3. FINANCIAL TECHNICAL ASSISTANCE AGREEMENT 

· Contract period of 25 years; renewable for another 25 years; 

· Minimum authorized capital:US$   4,000,000

· Open both to local and up to 100 % foreign-owned corporations; 

· Maximum area:  81,000 hectares/applicant for the entire country;

· Minimum project construction cost: US$ 50,000,000

· Can be converted back into an MPSA;

· Can be transferred and assigned  to qualified individuals or corporations

WHAT IS EXPLORATION?

· The scientific, non-destructive assessment of the mineral potential of the land that can possibly lead to a decision to mine.  
· a high-cost, high-risk endeavor without certainty of success

· NOT ALL exploration projects will mature into a mine ( 1:1,000 or 1:500)

AREA REDUCTION DURING EXPLORATION

Contrary to common belief that the grant of large tracts of land to mining contractors will result in massive land degradation, it should be emphasized that the grant of as much as 81,000 hectares for mineral exploration is subject to relinquishment.

AREA RELINQUISHMENT
Exploration Permit and MPSA
· At least 20% of the permit area during the first two (2) years  of exploration and at least 10% of the remaining permit area annually.

· The mining area after final relinquishment shall not be more than five thousand (5,000) hectares for metallic minerals and two thousand (2,000) hectares for non-metallic minerals.

FTAA
· At least twenty-five percent (25%) of the area during the first  two (2) years of exploration and at least ten percent (10%) of the remaining contract area annually.

· That each mining area after final relinquishment shall not be more than five thousand (5,000) hectares 

TAXES AND INCENTIVES
Mining activities generate income both for the local and national governments. The following tax payments are provided for in the Mining Act, the National Internal Revenue Code and other laws:

Payments to the National Government:

• Corporate Income Tax
• Excise Tax on Minerals
• Customs Duties
• Value Added Tax
• Royalties on Minerals Extracted from Mineral Reservation
• Documentary Stamp Tax
• Capital Gains Tax

Payments to Local Government:

• Business Tax
• Real Property Tax
• Registration Fees
• Occupation Fees
• Community Tax
• Other Local Taxes

· The basic government share for an MPSA is the EXCISE TAX on minerals which is 2% of the actual market value of the annual gross output (Section 217, DAO 96-40)


Sharing:



60% National Government



40%  Local Government Unit




40%  -  Barangay




30%  -  Municipal




30%  -  Province

REVITALIZATION OF THE MINERALS INDUSTRY

A new paradigm from tolerance to active promotion of mining adhering to the principles of sustainable development 

· Issuance of Executive Order No. 270 or “The National Policy Agenda on Revitalizing Mining in the Philippines” on January 16, 2004 with amendments in E.O. 270-A issued on April 20, 2004.

· Approval of the Minerals Action Plan (MAP) through Memorandum Circular No. 67 issued by the Office of the President of the Philippines on September 13, 2004.

· The Minerals Action Plan was prepared by the Department of Environment Natural Resources (DENR) in collaboration with other government agencies and stakeholders and approved through Memorandum Circular. 

· The revitalization of the minerals industry is guided by the 12 guiding principles EO 270 and 270-A and the 122 strategies identified in the MAP which focus on balancing minerals development with socio-environmental concerns.
Guiding principles of EO 270 and 270-A 

Economic principles 

1. Recognition of the critical role of investments in the minerals industry in support of national development and poverty alleviation goals;

2.
Provision of clear, stable and predictable investment and regulatory policies to facilitate investments;

3.
Development of downstream industries or value-adding of minerals;

4.
Support to small-scale mining in order to rationalize their activities;

5.
Adoption of efficient technologies to ensure judicious extraction and optimum utilization of non-renewable mineral resources;


Environmental principles 
6.
Protection of the environment in every stage of mining operations;

7.
Safeguarding the ecological integrity of areas affected by mining;

8.
Pursuing mining within the framework of multiple land use;

9.
Rehabilitation of abandoned mines;


Social principles 
10.
Ensuring the equitable of benefits among direct stakeholders;

11.
Sustained information, education and communication ((IEC) programs and respect for the rights of the indigenous people and communities; and

12. Continuous and meaningful consultations with stakeholders.
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