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[ Reruuic ActNo.  §856)

AN ACT PROVIDING THE LEGAL FRAMEWORK FOR REAL
ESTATE INVESTMENT TRUST AND FOR OTHER PURPOSES

Be it ihiocted by the Senate and House of Represeniutives
of the Philippines in Congress assembled:

ARTICLE 1
GEMERAL PROVISIONS

SECTION 1. Short Title. — This Act shall be known as
“The Real Estate Investment Trust (REIT) Act of 200%™

SEC. 2. Declaration of Policy. - It is the policy of the
State to promote the development of the capital market,
democratize wealth by broadening the participation of Filipinos
in the ownership of real estate in the Philippines, use the
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capital market as an instrument to help finance and deyelop
infrastructure projects, and protect the investing public by
providing an enabling regulatory framework and environment
ander which real estate investment trusts, through certain
incentives granted herein. may assist achieving the
obiectives uf this policy -

SEC. 3. Definition of Terms. — For the purposes of this
Act, the term.

(@; “Adviser” means a lawyer, accountant, auditor,
financizl or business consultant; and such other persons
vendering professional advisory services w0 the veal estate
investment trust.

oy "Affiliate’ means a corporation that directly or
indirectly. through one ur more intermedianies, is contro!led
by. or is under the common control of another corporation,
which thereby becomes ite parent corporation.

(¢} “Associate” of a person includes:

- 1. Any relative of such person within the fourth (#™)
degree of consanguinity or affinity; and

ii Any company in which he/she and hisfher relative
vithin the fourth {¢%) degree of consanguinity or affinity,
directly or indirectly, has an interest of fwenty-five percent
{25%) or more.

id¥ “Cash Bquivalent Items” means instruments or
investments that are highly hquid and marketable a_nd are
considered good as cash as determined in acoord_ange with the
ruies and regulations prescribed by the Commission.

© “Commussion” or “SEC" means the Securities and
Fixchange Commussion of the Philippines.

@ “Constitutive Docurnents” means the articles of
incorporation and bylaws of a REIT.

() “Control” exsts in favor of a parent corporation when

it has the power to direct or govern the fnancial and operating *”
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policies of an enterprise so as to obtain benefits from its
agtivaties. Control is presumed to exist when the parent owns,
directly or indirectly, through subsidiaries, more than one-half
(172} of the voting power of an enterprise, unless in exceptional
circumstances, 1t can clearly be demonstrated that such
ownership does not constitute control. Contro] also exists even
when the parent owns ane-half (1/2) or less of the voting power
of an enterprire when there 18 poser:

3. Over more than one-half (1/2) of the voting rights by
virtue of an agreement with investors;

ii. To direct or govern the financial and opefahng policies
of the enterprise under a statute or an agreement;

id. To appoint or remove the majority of the members
of the board of directors or equivalent governing body: or

iv. To cast the majority votes at meetings of the board
of directors of equivalent governing body.

h) “Cgi-porat.ion Code” refers to Batas Pambansa Bilang
68, otherwise known as the Corporation Code of the Philippines.

(i) "Deposited Property” means the toial value of the
REIT’s assetz based on the latest valuation determined in

accordance with the rules and regulations promulgated by the
Commission. s

() “Distributable Income” means net income as adjusted
for unrealized gains and lossesfexpenses and impairment loases
and other items in accordance with internationally accepted
accounting standards. Distributable income excludes proceeds
from the sale of the REIT s assets that are re-invested in the
REIT within one (1) year from the date of the sale.

(k) "Exchange” means any entity registered with the
Commission as a stock exchange pwrsuant to the Securities
Regulation Code.

(I) "Fund Manager” refers to the person responsible for
the allocation of the deposited property to the allowable
investment outlets and selection of income-generating real
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estate It shall execute investment strateges for the REIT and

oversee and coordinate all of the following activities: property
acquisition: property management; leasing: operational and
{inancial reporting (including coperating budgets); appraisals:
audits; market review; accounting and reporting procedures,
as well as refinancing and asset disposition plane. For clarity,
a fund manager is considered independent from the REIT and
ils sponsors/promoters under this Act if it 18 1n comphance
with the independence, corporate governance (including the fit
and proper rule) and other requirements prescribed by this Act,
its mmplementang rules and regulations and the Commission.

{m) “Tncome-generating. Real Estate” means real property
which 1z held for the purpose of generating a regular stream
of income such as rentals, toll fees, user’s fees and the like,
ag may be [urther defined and identified by the Commission.
‘The Compnssion may promulgate rules to include real rights
over real property. provided they generate interest or other
regular payments tw the REIT.

{n) “Independent Director” means a director who hag the
qualifications ‘and none of the disqualilications of an
independent. director specified in the Securities Regulation Code
and its rmplementing rules and regulations.

{0 "IRR” refers to the implementing rules and
regwiations promulgated to implement the provisions of this

LT

ip} “Investible Funds” refer to funds of the REIT that
can be placed 1n investment vehicles other than income-
genarating real estate such as real estate-related assets,
managed .funds government securities, and cash and cash
equivalents.

_ (@ “lnvestor” means the owner of investor securities or
investor shares

{r)  “Investor Securities’ or “Investor Shares™ mean
..ha1e¢ of stock issued by a REIT or derivatives thereof

() “Managed Funds” mean any arrangement whereby
funds are solicited from the investing public and pooled for
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the purpose of investing in aecuriﬁes duly registered with
and/or approved by the appropriate regulatory agency of the
gpvernment for investment by the REIT.

(v "Material Contract” refers to an agreement or
arrangement where the amount involved is at least five
percent (5%) of the deposited progerty of the REIT or which
15 not entered into in the ordinary course of business of the
REIT: Provided, however, That the following shall be deemed
a2 materia] contract regardless of the amount:

. Related party transactions under Section 8.11 hereol:

ii. Contract between the REIT and fund manager;
iii. Agreement between the REIT and pfqperty MANABEY,
_ iv. Agreements between and among sharebolders such as
voting trust agreements, pooling agreements, joint venture
agreements or other shareholder agreements as may be

determined by the Commission:

v. A.n;"acquisit.ion or disposition of real estate by the
REIT; '

vi. Contracts relating to mvestments of c.he REIT under
Section 8.3 hereof;

vil. Any contract creating mortgages, encumbrances, liens
or rights on the real estate of the REIT;

vili. Contract of any nature that limits the declaration
or distribulion of dividends by the REIT; *

1x. Any contract relating to joint venture, spin-off;
consolidation or merger involving the REIT; and

x. Any contract that may be expected to materially affect
the market activity and/or the price of the investor securities
issued by the REIT as may be determined by the Commission.
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() “Net Asset Value" or “NAV” means the total assets
jese total habilities as determined by the unplementing rules
and regulatiwns ((RR) of the Commission.

v) “Net Income” means net income as determined under
the Philippine Financial Reporting Standards (PFRS).

iw) “"Overseas Filipino Investor” refers to an individual
mitizen of the Philippines who is working abroad, including one
who has retained or reacquired his Philippine citizenship under
Republic Act No. 9225, otherwise known as the "Citizenship
Reiention and Re-acquisition Act of 2003".

(x) “Parent” means a corporation which has contzol over
another corporation, directly or indirectly, through one or more
mtermedianes.

(+) “Principal Offtcer” rneans the chairman of the bosard
of directors, president, ¢hief executive officer, chief aperating
officer. treasurer, chief financial officer, corporate secretary, vice
president, their equivalent positioris, or such other officers
occupving positions of sigmificant influence in a company as
may be determined by the Commission.

iz} “Principal Stockholder™ means a stockholder who ie
directly or indirectly the beneficial owner of more than ten
percent (10%) of any -class of security of the REIT.

{aa) “Public Shareholder™ means a shareholder of a REIT .

uther than the following persons (non-public shareholders):
i. The sponsor/promoter of the REIT;

1. A director, princpal officer or principal shareholder of
the sponsorfpromoter of the REIT;

m A director, principal officer or principal shargholder
of the REIT:

iv. An associate of a director, principal officer or principal
shareholder of the REIT or its sponsor/promoter;

< e
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v. A related corporation to the REIT or its sponsori
promoter; and '

vi. Any person who holds lega) title to the shares of stock
of the REIT for the benefit of another for the purpose of
circumventing the provisions of this Act.

(bb) “Property Manager” refers to a professional
administrator of real properties who is engaged by the REIT
to provide pruperty management services, lease management
services, marketing services, project management services,

" including rent collection, tenant services, care of the physical

plant, security, leasing, marketing of the property to outside
progpects, and other similar services pertaining to the property
under administration. For clarity, a property manager is

‘considered independent from the REIT and its sponsor(s)/

promoter(s) under this Act if it is in compliance with the
indépendence. corparate governanee (including the At and proper
rule) and other requirements prescribed by this Act. its IRR
and the Commission. '

{cc} “Real Estate Investment Trust” or “REIT” i a stock
corporation established in accordance with the Corporation Code
of the Philippines and the rules and regulations promulgated
by the Commission principally for the purpose of owning
income-generating veal estate assets. For purposes of clarity,
a REIT, although designated as a “trust’, does not have the
same technical meaning as "trust” under existing laws and
regulations but is used herein for the sole purpose of adopting
the internationally accepted description of the company in
accordance with global best practices.

(dd} “Real Property” shall have the same definition as
“Immovable Property” under- Article 415 of the Civil Code of
the Philippines. Real estate, when used in this Act, shall have
the same meaning as real property.

(ee) "REIT Plan” refers to the plan, including its
amendments, of the REIT registered with the Commission.

() 'Real Estate-Related Assets” mean:



i. Debt securities and listed shares issued by listed
properiy companies; or

n. Other funds and assets, including personal property,
inadental to the ownership of real estate.

{eg) “Related Corporation” means the parent, subsidiary
or affiliate of the REIT.

(hh) “Related Party” includes:

i. The director, officer or .principal stockholder of the ’

-REIT or associate of such persone:
1. The sponsor!p:‘oﬁober of the REIT;
. The fund manager of the REIT;
iv. The adviser of the REIT;
v. The property manager of the REIT:

vi A director, principal shareholder or principal officer
of the sponsor/promoter of the REIT, RETT's fund manager or
praperty manager, or associate of any such persons; and

vii. Related corporation to the REIT.

(i) “Securities Regulation Code” or “SRC” refers to the
Securities Regulation Code of 2000 and 1ts unplementing rules
and repulations.

() "“Sponsor/Promoter” means any person who, acung
alone or in conjunction with one or more other persons, du_*er:tly
or indirectly. contributes cash or property in incorporating a
REIT.

(kk) “Subsidiary” reans a corporation more than fifty
percent {50%) of the voting stock of which is owned or
controlied, directly or indirectly. through one or more
intermediaries, by another corporation, which thereby becomes
its parent corporation.

9

() "Synthetic Investment Preducts” are derivatives and B

other securitles created exclusively out of one or more Anancial
inshuments to simulate the returns of the underlying Hinancial
inktruments, such as credit-linked notes, collateralized debt
obligations. total return swaps, credit spread options, credit
default options, and similar produets determined by the
Commission, :

{mm)} "Taxable Net Income” means the pertinent ilems
of gross income specified in Section 32 of the National Internal
Revenue Code of 1997, as amended, leas all allowable
deductions snumerated in Section 34 of the National internal
Revenue Code of 1997, as amended; less the dividends
distributed by a REIT out of its distributable income as of the
end of the faxable year as: (a) dividends to owners of the
common shares; and (b) dividends 0 owners of the pieferred
shares pursuant to their rights and limitations specified in the
articles of incorporation of the REIT.

‘ ARTICLE H
REAL ESTATE INVESTMENT TRUST

S5EC.. 4. _In.vestm.erﬁ in the VRE!T, - Investment in the
REIT shall be by way of subscrption to or purchase of shares
of stock of the REIT,

No shares of stock of the REIT shall be offered for
subscription br sale except im accordance with a REIT plan
and other requirements and restrictions as may be prescribed
by the Commission.

SEC. 5. Registra!.ion. and Listing. - The shares of stock
of the REIT must be registered with the Commission and

listed in accordance with the rules of the Exchange.

SEC. 6. Nattonolity Requirement. - A REIT that owns
land located in the Philippines must comply with foreign
ownership limitations imposed under Philippine law.

SEC. 7. Dividend Distribution. = A REIT must distribute
annually at least ninety percent (90%} of its distributable
income as dividends to its shareholders not later than the last
day of the fifth (5*) month follosving the close of the fiscal
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year of the REIT. Subject to the provisions of this Act, the
dividends shall be payable only frem out of the unrestricted
retained earnings of the REIT as provided for under Section
43 of the Corporation Code of the Philippines. The percentage
of dividends received by the public shareholders to the total
dividends distributed by the REIT from cut of its distributable
income must not be less than such percentagé of their
apgregate ownership of the total outstanding shares of the
REIT. Any structure, arrangement or provision which would
nave the effect of diminishung or, circumventing in any form
this entitlement to dividends shall be void and of no foree and
effect.

Distributable income excludes proceeds from the sale of
the REIT's assets that are re-invested by the REIT within one
(L) year from the date of the szle.

SEC. 8. Requirements. - Unless the Commission
provides otherwise and after public hearing, taking into account
public interest. the need w protect investors and develop the
country’s real estate investment industry to make it globally
contpetitive, the following requirements shall apply:

8.1 Mirumum Public Ownership — A REIT must be a
public company and to be considered as such, a REIT must:
{a) maintain its status as a listed company; and (b) upon and
after listing, have at least one thousand (1,000) public
sharcholders each owning at least fifty (50) shares of any class
of shares who in the aggregate own at least one-thivd (1/3)
of the outstanding capital stock of the REIT.

The Commission shall prescribe a recording and
monitorning system that will effectively ensure that the shares
of the public shareholders are traceable to their names and
for their own benefit and not for the benefit of any of the
non-public shareholders mentioned above.

Compliance with the minimum public ownership
requirement under this section must be duly certified by a
regponsible person designated by the Commission upon listing,
as of record date for any dividend declaration or any corporate
action reguiring shareholder approval and other relevant times

as may be required by the IRR of this Act.
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8.2 Capitalization - A REIT must have a minimum paid-
up capital of Three hundred milkon pesos {(Php300,000.000.00).

8.3 Allowable Jovestments ~ A REIT may only invest in:

L. Real estate, whether freehold ar leasehold, located in
the Philippines. A REIT may invest in income-generating real
estate located cutside of the Philippines: Provided, That such
investment does not exceed forty percent (40%) of its deposited
praperty and only upon special authority from the Commission.
The Commission in issuing such authority shall consider,
among others, satisfactory proof that the valuation of assets
ig fair and reasonable. An investment in real estate may be
by way of direct ownership or a shareholding in an unlisted
special purpose vehicle constituted to hold/own real estate:

i1. Rafa] estau_a-relabed assets, wherever the issuers, assets,
or securilies are incorporated, located, issued, or traded;

lit. Managed funds, debt securities and listed shares
issued by lgeal or foreign non-property corporations;

_iv. Government sccurities 1ssued on behalf of the
P?uhppme government or governments of other countries and
securities 1ssued by multilateral agencies;

s
v, Cagh aod cash equivalent items: and

vi. Such other similar investment outlets as the
Commission may allow.

8.4 [nvestment in Synthetic [nvestment Products - A
REIT may invest not more than five percent (5%) of 1ts
investible funds in synthetic investment products such as, but
not limited to, credit defaul: swaps, credit-linked nates,
collateralized debt obligations, total retwrn swaps, credit spread
options, and credit default options, and anly upon special
authority from the appropriate reguatory authaority.

8.5 Irlcome-generating Real Estate — At least seventy-five
percent (75%) of the deposited property of the REIT must be
invested in. ar consist of, income-generating real estate.
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‘8.8 Property Development - A REIT must not undertake
property development activities whether on its own, in a joint
venture with others. or by investing in unlisted property
development companies, unless it intends to hold the developed
property upan completion. The total contract value of property
development activities undertaken snd investments in
uncompleted property developments should not exceed ten
percent (10%) of the deposited property of the REIT.

8.7 Single Entity Limit - Not more than fifteen percent
(15%) of investible funds of the REIT may be invested in any
one issuer's securities or any one managed fund, except with
respect to government securities where the limit is twenty-
five percent (25%).

8.8 Foreign Assets — A REIT may invest in local or
foreign assets, subject to the terms of its articles of
incorporation. Where an investment in a foreign rveal estate
asset is -made, the REIT should ensure that the investment
complies with all the applicable laws and requirements in that
foreign country such as, but not limited to, foreign ownership
vestrictions, if any, and requisites of having good and valid
title to that real estate,

B.9 Joint Venture — When investing in rezl estate as a
Joint owner, the REIT should make such investment by
acquiring shares or interests in an unlisted special purpose
vehicle constituted to hold/own the real estate and the REIT
should have freedom to dispose of such investment. The joint
venture agreement, memorandum and articles of association
or other constitutive documents of the special purpose vehicle
should provide for a minimum percertage of distributable
profits of the special purpose vehicle that will be distributed
and grant the REIT veto rights aver key operational issues
of the special purpose vehicle.

8.10 Aggregate Leverage Limit - The total horrowings
and deferred payments of a REIT should not exceed thirty-
five percent (35%) of its deposited property: Prouvided, however,
That the total borrowings and deferred payments of a REIT
that has a publicly disclosed imvestment grade credit rating
by a duly aceredited or internationally recopnized rating agency
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may exceed thirty-fi_ve percent (35%) but not more than
seventy percent (70%) of 1ts deposited property.

8.11 Related Party Transactions — Any contract ar
amendment thereto, between the REIT and related parties,
including contracts involving the acquisition or lease of assets
ar}d'contracts for services, must comply with the following
minimum requirements:

. Full, faiv, timely and accurate disclosures on the
identity of the parties, their relationship with the REIT, and
other important details of the transaction have been made to
the Exchange and the Commission:

1L Be on fair and reasonable terms, including the contract
price;

lii. Appraved by at least a majority of the entire
membership of the board of directors, including the unanimous
vate of all independent directors of the REIT:

¥

iv. Acgompanied by a fairness opinion by an independent
appraiser done in accordance with the valuation methodology
pres;mbeld. by the Commission, in the case of an acquisition
or dJ_ngSlt:on of real estate assets and property or share swaps
or similar transactions: and

. »
v. Any other matter that may be materially relevant to

a prospectiVe investor in deciding whether or not to invest in
the REIT.

8.12 Valuation - A full valuation of 2 REITs assets must
be conducted by an independent appraisal company, duly
accredited by the Commission, at least once a YEar in
accordance with the applicable rules of asset valuation and
valuation methodology as prescribed by the Commission.

8.13 Fund Manager —~ A REIT must appoint 2 fund
manager that is independent &om the REIT and its sponsor(s)/
promoter(s) and shall ba subject to the following minimum
reguirements:
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i. It must be a corporation duly organized under the laws
of the Republic of the Philippines or a foreign -corporation
engaged in the business of fund management with proven
track record and duly licensed to do business in the Philippines
by the appropriate regulatory agency;

ii. It must have a minimum paid-up capital stock or
assigned capital of Ten million pesos (Php10,300,000.00), unless
the Commission provides otherwise;

iil. lts office ia the Philippines must bave a meaningful

vole in its business activities and must perform accounting,
compliance and investor velations services in the Philippines;

iv. It must comply with the requirements of the relevant
law or appropriate regulatory authority on the number of
independent directors;

v. It must comply with the corporate governance
requirements, including the fit and proper rule, prescribed by
this Act and ita 1RR;

vi. It must adopt measures as may be prescribed by the
IRR of this Act to avoid conflicts of intcrest in the discharge
of its duties as (und manager for the REIT; and

vii. It must employ a resident chief executive officer and
at least two (2) full-time professional employees who have a
wack record and experience in financial management as well
as experience in the yeal estate industry.

8.14 REIT Property Manager - The REIT must appoint
& REIT property manager wha shall be responsible for
managing the real estate assets such 23 apartment buildings,
office buildings, warehouses, hospital buildings, medical
facilities, hotel buildings, resort facilities, manufacturing plants
and other physical assets of the REIT. The contract between
the REIT and the property manager must comply with the
disclosure and other requirements prescribed for related party
transactions.

The RELT property manager shall be independent from
the REIT and its sponsor/promoter and possess the
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qualifications and be subject to such functions and
respongibilities, restrictions and other requirements prescribed
by the Commission.

The property manager must comply with the following
minimurn qualifications:

i. It must comply with the requirement of the SRC or
the Commission on the number of independent directors;

1. 1t must comply with the corporate governance
requirements, including the fit and proper rule, prescribed by
this Act and its IRR; and

lii. It must adopt measures as may be preacribed by the
IRR of this Act to avoid conflicts of interest in the discharge
of its duties as property manager for the REIT.

8.15 Independent Directors — At least one-third (1/3) of
the board of directors of 2 REIT must be independent
directors.

8.16 Fit and Proper Rule — To maintain the quality of
management of the REIT and afford better protection to REIT
investors, the Commission, or the concerned regulatory agency,
shall prescribe ar pass upon and review the qualifications and
disqualifications of 1ndividuals elected or appointed as directors
or officers of -the REIT, REITfund manzgers, REIT property
managers, ,distributors and other REIT participants and
disqualify those found unfit. The apprupriate regulatory agency
may disqualifv, suspend or remove any director or officer who
commits or omits an act which renders him unfit for the
position.

In determining whether an individual is fit and proper
to hold the position, regard shal! be given to his integrity,
experience, education, training, and competence: Prouided.
however, That the following persons shall in no case be allowed
to serve or act in the capacity of officer, directar ar consultant
of any REIT. REIT fund manager, or REIT property manager.

i. Any person convicted of any crime involving any
security or financial product;
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1. Any person convicted of an offense involving fraud or
embezzlement. theft. estafa or other fraudulent acts or
transactions:

1il. Any person who, by reason of any misconduect, is
enjoined by order, judgment, or decree by any court, quasi-judiaa]
body or administrative agency of competent jurisdiction from
acting as a director, officer, employee, consultant, or agent
occupying any fiduclary position:

iv. Any person found by _thehappmpnate regulatory agency

to bave violated or aided, “abetted, counseled. commanded,
induced, or procured the violation of this Act. the Corparation
Cade, the Genersl Banking Law, the Insurance Code, the SRC,
or any related laws and any rules, regulations ar orders
thereunder;

v. Any person judicially declared to be insolvent. or
incapacitated te contract: and

vi. Any person found guilty by a foreign court, regulatory
autharity or povernment agency of the acts or violations
simiar to any of the acts or migconduct enumerated in the
foregoing paragraphs.

A convicuan in the first instance shall be considered
suffielent ground for disqualification,

§.17 Executive Compensation -~ The tota] annual
compensation of all executive officers of the REIT shall not
exceed such percentage of the net income before regular
corporate income tax of the REIT during the immediately
preceding taxable year, as may be provided in the IRR of this

Act and shall be governed by the provigions on related party
transactions. .

8.18 Fund Manager and Property Manager Fees - Fees
recetved by the REIT fund manager and the REIT property
manager from the REIT shall not exceed one perecent (1%) of
the net asset value of the assets under management.

SEC. 9. Reporioricl and Disclosure Requirements. —
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9.1 Requirements - The REIT shall comply with the
reportorial and disclosure requirements prescribed by the
Corporation Code, the SRC and the Exchange. At the
minimum, the REIT shall disclose the following information:

1. Materizl contracts as defined under Section 3 of this
Act;

1. Allowable investments of the REIT under Section 8.3
hereof:

iii. Related party transactions under Section 8.11 hereof,

iv. Contracts between the REIT and fund manager or the
property manager, including the identity of the parties,
contract price, fees and the other basic terms of the contract:

v. Valuation of the real estate properties of the REIT.
wncluding the valustion methadology used therefore;

vi. Material changes in the income stream of the REIT:

vii. Ar"w fee received by any party relating to the
acquisition or disposition of the reat estate of the REIT;

viii. Merger. consolidation, joinl venture, takeover or
spin-off involving the REIT;
)

ix. Any modification of the rights of the holders of any
class of securities issued by the REIT and the corresponding
effect of such modification upon the rights of the holders;

.

Xx. Any declaration of cash dividend, stock divi‘dend.
property dividend and pre-emptive rights by the REIT;

1. Appointment of a receiver or liquidator for the REIT;
xil. Change in control of the REIT;

xiti, Losses or potential losses which amount to at least
five percent (§%) of the deposited property of the REIT;



xiv. Oceurrence of any event of dissolution with details
in reapect thereto;

xv. Acts or facts that might seriously impair the
business activities of the REIT;

<vi. Creation of mortgages, pledges or liens on the
properties of the RELT;

xvii. Any development activity undertaken by the REIT, -

including the essential details thereof:

«viil. Direct and indirect ownership of directors and
principal officers in the securities of the REIT;

xix. Any amendment to the articles of incorporation and
bylaws of the REIT; and

xx. Any planned acquisition of outstanding shares or
disposition of treasuxy shares of the REIT.

9.2 Special Quarterly and Annual Reports — In addition
to the quarterly and annua) reportorial and disclosure
requirements prescribed for public and listed companies, the
REIT shall make a report on and disclose the following to the
Commission and the Exchange:

i. Summary of all real estate transactions entered into
during the period, including the identity of the parties, the
cottract price, and theilr valuations, including the methods
used to value the assets;

i, Summary of all the REIT's real estate assets, including
the location of such assets, their purchase prices and the latest
valuations, reatals received and oceupancy rates, andfor the
remaining terms of the REITs leasehold properties;

iii. Comparative suranary of the finandal performance
of the RELT covering various time periods (e.g- quarterly, one
(1)-year, three (3)-year, five (5)-year or (10)-year).
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9.3 REIT Plan — The REIT plan or prospectus shall

comply with the requirements of the SRC and disclose the
risks specific to investing in REITs. -~ :

9.4 Failure of Compliance — Failure to comply with
reportorial and disclogure requirements shall subject the REIT
to the applicable penalties under the SRC and the rules of'the
Esxchange, without prejudice to the filing of the appropriate
administrative, civil or criminal action under this Act or
existing laws.

ARTICLE 11
TAXES AND OTHER RELATED 1SSUES

SeC. 10. Income Taxation of RE[Ts. - A REIT shall be
subject to income tax ander Chapter IV, Title 11 of the
National Internal Revenug Code of 1997, as amended, on its
taxable net income as defined in this Act: Provided, That ip
no case. shall a REIT be subject to the minimum corporate
income tax, as provided under Section 27(E) and Section
58(A)2) of the same Code: Provided: furthen That for purposes
of computing the taxable net income of a REIT, dividends
distributed by a REIT from its distributable income after the
close of a taxable year and -on or before the last day of the
fifth (5*) month following the close of the taxable year ghall
be considered as paid on the last day of such texable year.

A REIT shall be subject £o the income tax on its taxable
aet income -as defined in Chapter V, Title I1 of the National
internal Bevenue Code ¢f 1997, as amended, instead of its
taxable net income as defined in this Act, upon the occurrence

of any of the following events subject to guéh curing period
as may be prescribed in the IRR of this Act:

{_ Failure to maintain ite status as 8 public company as
defined in Section 8.1 of this Act;

ii. Failure 0 maintain the listed status of the investor
secunties on the Exchange and the registraton of the investor
securities by the Cormmission; andior
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i Failure to distribute at least ninety percent {90%) of
its distributable income required under Section 7 of this Act.

SEC. 11. Creditable Withholding Tax. - Income
payments to a REIT shall be subject to a lower creditable
withholding tax of one percent {1%).

‘QEC. 12. Transfer of Real Properiy. — Any existing law
to the contrary notwithstanding, the sale or transfer of real
property to REITSs, which includes the sale or transfer of any
and all security intevest thereto, shall be subject to fifty

percent (50%) of the applicable Documentary Stamp Tax (DST) !

imposed under Title VII of the National Internal Revenue Code
of 1997. as amended. ”

All appﬁgable registration and annotation {ees to be paid,
related or incidental to the transfer of assets or the security

interest thereto, shall be fifty percent (50%) of the applicable
registeation and annotation fees. .

The incentives granted under this section can be availed
of by an unhisted REIT, provided it is listed with an Exchange
not later than two {(2) vears from the date of the initial
availment of the incentives. ‘

The fifty percent (50%) of the applicable DST shall
nevertheless be due and demandable together with the
applicable surcharge, penalties. and interest thereon reckoned
{rora the date such laxes should have been paid upon the
occurrence of any of the following events subject to such
cwring period as may be prescribed . in the IRR of this Act:

i Failure to list with an Exchange within the period
prescribed in this section:

ii. Failure to maintain its status as a public company
as defined in Section 8.1 of thie Act:

Lll Failure to maintain the listed status of the investor
securities on the Exchange and the registration of the investor
sequr1t1es by the Commisgion; andfor

2!

iv. Failure to distribute at least ninety percent (30%)
of its distributable income required under Section 7 of this
Act.

SEC. 13. fssuance and Transfer of Investor Securilies.
— The following rules shall apply:

i, The original issuance of investor securities shall be
subject to DST under Title VII of the National Internal
Revenue Cade of 1997, as amended;

ii. Any sale, barter, exchange or other disposition of listed
investor securities through the Exchange, wcluding block sales
or cross sales with prior approval from the Exchange, shall
be subject to the stock transaction tax imposed under Section
127(a) of the National interoal Revenue Code of 199%. as
amended:

ii1. Any sale, barter or exchange or other disposition of
listed investor securities through the Exchange, including block
sales or cross sales with priot approval from the Exchange,
shall be exempt from the DST presaribed under Title VII of
the Nationa!l ‘Internal Revenue Code of 1997, as amended: and

iv. Any initial public offering and secondary offering of
(nvestor securities shall be exempt from the tax imposed under
Section 127(b) of the National Internal Revenue Code of 1997,
as amended.

Qe 14. Dividends Poid by REITSs. — Cash or property
dividends paid by a REIT shall be subject to a final tax of
ten percent (10%), unless: (a) the dividends are received by
a nonresident alien individual or a nontesident foreign
corporation entitled to dlaim # preferential withholding tax rate
of less than ten percent (10%) pursuant to an applicable tax
treaty; or (b} the dividends are received by 2 domestic
corporation or resident foreign corporation, Or an OVerseas
Filipino investor in which case, they are exempt from ocome
tax or any withholding tax: Provided, That in the case of
overseas Filipino mvestors, they are exempt from the dividends
tax for seven (7) years {rom the effectivity of the tax
regulations implementing this Act.
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SEC. 15. VAT on Grass Sales or Gross Receipts of
REITs. - A REIT shall be subject to value-added tax (VAT)
imposed under Title TV of the National Internal Revenue Code
of 1997, as amended, on its gross sales from any disposal of
real property, and on its gross receipts from the rental of such
real property. A REIT shall not be considered as a dealer in
securities and shall not be subject to VAT on its sale,
exchange or transfer of securities forming part of its real
estate-related assets.

SEC. 16. General Application of the National Internal
Revenue Code of 1997, as amended. — Unleas otherwise

provided under this Act, the internal revenue taxes under the .

National Internal Revenue Codé of 1997, as amended, shall
apply. .

SEC. 17. Delisting of REITs. - In the event the REIT
ts delisted from the Exchange, whether voeluntarily or
involuntarily, for failure to comply with the provisiwons of this
Act or rules of the Exchange, the tax incentives granted under
this Act shall be ipso facto revoked and withdrawn as of the
date the delisting becomes firisl and exeécutory and any tax
incentives that may have heen availed of by the REIT
thereafter shall immediately be refunded to the Government
and the surcharge and penalty prescribed by Section 19 hereof
shall apply. Uf the delisting is for causes highly prejudicial to
the nterest of the investing public such as violation of the
disclosure and related party provisions of this Act or insolvency
of the REIT due to mismanagement or nmsappropriation,
conversion, wastage or dissipation of its corporate assets, the
responsible persons shall refund to its investors at the time
of final delisting the value of their shares.

ARTICLE IV
PENAL PROVISIONS

SEC. 18. Revocation of Registrotion. - [f the
Commission finds out that the REIT was cstablished 8o as to
seelc the benefits of this Act without a true intention fo carry
out ita provisions and/or the IRR, the Commisaion shall revoke
or cancel the registration of the securities of the REIT. The
REIT shall pay the applicable taxes plus interests and
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surcharges under the National Internal Revenue Code of 1997
as amended. :

SEC. 19. Penalties. — A fine of not less than Two
hundred thousand pesos {(Php200,000.00) nor more than Five
million pesos (Php4,000,000.00) or imprisonment of not leas
than six (6) years and one (I) day nor more than twenty-one
{21) vears, or both at the discretion of the court, shall be
imposed upon any person, association, partnership or
carporation, its officer, employee or agent who, acting alone
or un connivance with others, shall:

1. Understate or overstate the financial statements of the
REIT:

il. Cause any loss, conversion, misappropriation of the
asgets, securities or income of the REIT:

ui. Use another person to hold the legal title of the shares
of the REIT for his benefit for the purpose of circumventing
the minimum public ownership prescribed in Section 8.1 of
this Act;

iv. Allow himself to be used by another person ta hold
legal title to the shares of the REIT for the purpose of
clrcumventing the minimum public ownership preseribed in
Section 8.1 of this Act:

v. Submit false or misleading certification on the
minimum public ownership required by thie Act; or

vi. Vidlate any of the provisions of this Act. or the rules
and regulations promulgated under authority hereof.

If the offender 1s a corporation, partnership or association
or other juridical eotity, the penalty may, at the discretion
of the court, be imposed upon such juridical entity and/or upon
the officer or officers of the corporation, partoership, association
or entity respensible for the vicolation, and if such officer is
an alien, he ghall in addition to the penalties prescribed. be
deported without further proceedings after service of sentence
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" The prosecution and conviction of the offender under this
Act and the imposition of the above penalties shall be without
prejudice to the administrative, civil and eriminal liabilities
ol the offender under the SRC.

ARTICLE V
MISCELLANROUS PROVISIONS

SEC. 20. Corporate Governance. - The REIT property
manager and the REIT fund manager shall be subject to the

principles of corporate governance adopted by the proper’

regulatory body.

SEC. 21. Use of Registralion Fees. — To carry out the
pwposes of this Act, the Commission shall retain and use fifty
percent. (50%) of all fees paid to it relative to the establishment
of REITs and the registration of their securities in addition
to its annual budget.

- SEC. 22. Implémenting Rules and Reégulalions. —
Within ninety (90) days from the effectivity of this Act. the
Commission. in coordination with the Bangko Sentral ng
Pilipinaa (BSP) and the Department of Finance (DOF) and in
consultation with other stakeholders such as the Philippine
Stack Exchange and the real estate industyy, shall promulgate
the implementing rules and regulations of the provisions of
this Act: Provided, That the Commission, the BSP and the
DOF may continue to issue separate regulations that will
apply exclusively to the institutions under their respective
jurisdiction, consistent with the implementing rules and
regulations: Prouvided, further, That the Commissioner of the
Bureau of Internal Kevenue shall iesue the IRR regarding zll
tax provisions of this Act (Tax Regulations). subject to the
review of the Secretary of Finance, in accordance with Section
4 of the National Internal Revenue Code, as amended, after
full and complete consultation sith all sectors concerned.

SEC. 23, Separability Clause. — If. for any reason, any
article or provision of this Act or any portion therefore or
application of such article, provision ar portion thereof to any
persan, group or circumstance is declared invalid or
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unconstitutional, the remainder of this Act shall not be affected
by such decision.

SEC. 24. HAepealing Clouse. — All laws, executive orders,
rules and regulations and parts thereof which are inconsistent
with this Act are hereby repealed or amended accordingly

SEC. 25. Effectivity Clause. - This Act shall take effect
fifteen (15} days after its complete publication in the Official
Gazelte or in at least two (2) newspapers of general arculation
in the Philippines.

Approved,

: .NOGRALES
Sp aker of the House
of Representadtives

President of the Senate

This 'Xct which is a consolidation of Senate Bill No. 2639
and House Bill No. 6379 wasz finally approved by the Senate and
the House of Representatives on September 29 2009 and

September 30, 2009, respectively.
o ;L.u._._.h_. . 7 M

ﬁ/\ku.\‘w B. BARUA-YAP f‘EMMA IRIO-REYES
Secretary General [’f'./S‘ecrefar} of the Senate
Hause of Representatives

Approved:

GLORIA MACAPAGAL-ARROYO
President of the Philippines

Lapsed Mmoo wxw Gi _.._.DEC 1?mg0
without the signature of the Pre-:
de'-:, in accoruance with Artxcla v
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