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EX PLANATORY NOTE 

T he Philippines is en dowed with rich mineral resources, wi th me tallic reserves estim ated at 
7.1 B metric tons and non-me tallic re serves estimated at 51 B metric tons. In 1980, mining 
acco un ted for 21.3% of the country's exports amounting to US $11.2 B. In 2003, this 
no sedived to US$1.6 B or a mere 1.6% of the Gross D omestic Product when world market 
prices of minerals d ro pped. T he expor t-oriented, import-de pendent character of the 
co untry 's mining industry made it extreme ly vu lnerable to world market prices and at the 
same tim e failed to lay the ground for the setting- up of basic and heavy industries esse ntial 
for industrialization. 

O n March 3, 1995, Republic Act 7942, o therwise known as the Philippine Mining Act of 
1995, was passed. T he said law established the State's role " to promo te the rational 
exploration, develop ment, utilization and conservation of all mineral resources in the 
Philippines." 

Ni ne years later, on ] anuary 27, 2004, seve ral provisions of Re public Act 7942 were declared 
unconstituti onal by th e Supreme Cour t. T his pronouncemen t involved provisions on foreign 
ownership under the Financial or T echnical Assistan ce Agreemen ts (F'I'AA s) and Mineral 
Processing Permits (MPPs). T he im plementing rules and reg ulations devised by the 
Departme nt of E nvironment and N atural Resources (DEN R) through Administrative O rder 

o . 96-40 were likewise declared null and voi d. 

The decision was a resp onse to the petition flied by the La Bugal-B'laan T ribal Association 
in 1997 which qu estioned the constitutionality of the Mining A ct, because it allows the 
execution of service contracts with fully fore ign- owned corporations for the exploration, 
development, exploitation, and use of the co untry 's minerals, petroleu m, an d other mineral 
oils. 

In its deci sion, the Cour t asserted : "T his cour t finds RA 7942 is invalid inso far as said Ac t 
au thorizes service co ntracts. Al though the statu te employs the phrase 'financ ial and technical 
agreements' in accordance with the 1987 Cons titu tion, it ac tually treats these agreements as 



service contracts that gran t beneficial own ership to foreign contractors co ntrary to 
fund amental law." 

Thi s stand, however, lasted bar ely a year. On December 1,2004, the Supreme Court 
reversed its January rulin g. A Motion for Reconsideration was filed by the petitioners on 
January 20, 2005, which was dismissed by the High Court on February 1, 2005. This 
effectively upheld the Mining Act of 1995. However, the most basic issues raised by the 
affected incligenous communities in their petition were not directly addressed in the decision . 
It ins tead focused on dismissing the que stion of Western Minin g Corporation 's nationality 
with the reported sale o f its equi ty to Sagittarius Mines, It also gave particular emphasis to 
the economic potentials of the mining industry as justification for its rulin g, which was, in 
fact , not the central issue of th e petition. 

N evertheless, the issue raised on the potential economic benefits of mining is not at all new. 
It is very much in keepin g with the Arroyo administra tion's 10-Point Agenda, which aims to 
revitalize the mining industry in order to address the wo rsening fiscal crisis. Even before the 
Supreme Court reversal, the President had already signed E xecutive O rder 270, or the 
National Polic y Agenda on Revitalizing Mining in the Philippines. In keeping with this, the 
Minerals Action Plan (MAP) being promoted by the DENR Min es and G eosciences Bureau 
(DENR-MGB), spells out the direction for explo ration, development, and utilization o f the 
country's mineral resources. The MAP speeds up the approval of mining application s from 
three years to a mere six months . 

This revitalization of the mining industry is being hailed as the solution to the eco no mic 
woes of the country. The Nation al Economic and D evelopment Authority (NEDA) has 
estimated the country's min eral potential to be worth P4 7 trillion (US $840 B), stating that 
the mining sector may be able to co ntribute Pl .8 trillion annually to the eco nomy. 

Governmen t, however, is mum on exactly how this $840 B expe cted profit has been arrived 
at. The various incentives gran ted to foreign companies in the country, such as six-year 
income tax holidays, exemption from taxes and du ties on imp orted machinery and tax 
credits for raw materials and sup plies, alongside other schemes that allow full profit 
repatriation, gravely pu t this so-called revenue to question . 

Moreover, what is $840 B compared to the irreparable environmental destruction, 
displacement, clislocation , gradual extin ction of indigenous peoples' communities and even 
loss of lives that once again are bound to occ ur as a result o f res umed large-scale mining 
operations? No accounting has been made on this respect in the pr eviou s decades that large­
scale mining has been in place in the country. 

Several stuclies likewise refute the promising predictions of mining's subs tantial contribution 
to economic growth. The Legal Rights and National Resources Center - Kasarna sa 
Kalikasan (LRC-KsK) has cited stuclies commission ed by O XFAM America which found 
that local US counties that were dependent on mining experienced lower economic growth 
compared to non-dependent areas. A study by Jeffrey Sachs and Andrew Warn er, as 
pu blished in the Euro pean Ec on omic Review, shows evidenc e that countries rich in natural 
resources tend to grow more slow ly than reso urce -poor countries. Richard Auty's study 
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likewise suggests that resource-driven growth does not necessarily result in highe r econ omic 
gam. 

Aside from the lack of sub stantive evidence that liberalizing the mining industry by 
uph olding the Mining Act will boos t our national eco nomy, there is also a severe lack of 
attention given to the other aspects of our nation al welfare which are affected by mining. 
LRC-KsK has pointed out the World Bank- E xtractive Industry Review, which says that 
mining causes environmen tal degradation, social disruption, conflict, and uneven sharing of 
benefits to local communities affected by its negative social and environmental imp act. It is 
clear that the cost of mining extends far beyond the eco no mic alone. 

Experience has impressed upon our co untrymen the potentially disastrou s effects of large­
scale mining operations on the environment, with the Marcopper disaster in Marind uqu e 
standing as a classic example o f massive degradation . Placer D ome, the Canadian partner of 
Marcopper, failed to engage in su fficient rehabilitation and reparation after the tailings spill. 
To this day, locals still continue to su ffer the ill effects of the tragedy. They have lost their 
livelihood and their child ren still fall prey to poisoning from the toxic minerals which have 
contaminated the ir water and soil. With a poverty incidenc e rate o f 71.6% , Marinduque is 
amo ng the mo st impoverished countr ies in the country tod ay. 

In addition to the se con sequences to bo th environme nt and health, it mus t be noted that 
since the Minin g Act was put into effect ten years ago, several vio lations against the rights o f 
indigenous peoples have been committed by large mining companies. Foreign mining firms 
have been employing the services o f military and paramilitary groups to qu ell resistance from 
the local communities, thu s displacing the people fro m their own land and undermining their 
culture. Gross viola tions o f human righ ts are given legal cloak via Section 7S o f the law 
which gives mining companies easement righ ts. 

Foreign-owned and controlled large-scale mining is not a new develop men t. It has spanned 
the decades, yet the country's eco no my remains in a slump. It is the refore both dangerou s 
and unwise to assume at this point that further liberalization of the mining industry is the 
solution to our financial woes . Prudent utilization of our mineral reso urc es is indeed 
necessary for national industrialization and progress, but allowing foreign corporations full 
con tro l and ownership of mining projects only defeats this objective . Thus, it is imp erative 
that the govern me nt ado pt a policy on mining which will enshrine the welfare of Filipinos, 
something which the existing Mining Act miserably fails to accomplish. 

In view o f the foregoing, early passage of this bill is earnestly requested. 

JOEL . VIRXDOR 
Principal Author 
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AN ACT REPEALING REPUBLIC ACT 7942, OTHERWISE KNOWN AS THE
 
MINING ACT OF 1995
 

Be it enac ted by the Senate and the H ou se of Representatives of the Philippines in the 
Congress Assembled: 

SECTION 1. Any provision of law to the contrary no twiths tanding, Republic Ac t 

7942 entitled "A n Act Institu ting a New System of Mineral Resources E xploration, 

Developme nt, Utilization, and Conservation" is hereby repea led. 

SE CTION 2. Effectivity Clause - This Act shall take effect fifteen (15) days after its 

publication in two (2) national newspapers of general circu lation. 

App roved, 

~cz_ 4..Cvt~ 
ODORO A. CASINO 

Bayan Muna Party-List 
( 
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