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SUBJECT : GUIDELINES ON DOMESTIC SHIPPING AS “PUBLIC

SERVICE” PURSUANT TO REPUBLIC ACT 11659
AND ITS IMPLEMENTING RULES AND REGUALTIONS

Pursuant to Republic Act (RA) No. 9295 known as the “Domestic Shipping Development
Act of 2004" and its Revised Implementing Rules and Regulations (R-IRR) and RA No.
11659 entitled “An Act Amending Commonwealth Act No. 146, otherwise known as the
Public Service Act, as amended” and its IRR, the following guidelines relative to domestic
shipping as “public service” are hereby prescribed.

I. OBJECTIVES
This Circular is prescribed with the following objectives, to wit:

1. To encourage private enterprise to expand the base of investment in the country,
with the goal of providing efficient, reliable and affordable transport services;

2. To provide employment opportunities to Filipino seafarers and increase
profitability of shipbuilding and ship repair industry as well as other services
related to domestic shipping;

3. To foster effective industry competition as well as to improve and modernize the
domestic shipping industry in the country; and

4. To effectively liberalize key public services by allowing one hundred percent
(100%) foreign ownership in the domestic shipping industry.

Il. COVERAGE

This Circular shall cover all persons, corporations and enterprises/entities, either
Filipino or Foreign National, who will invest in the operation of Philippine flag
registered vessels in Philippine waters.

This excludes cooperatives which should be 100% Filipino owned and are not allowed
to have foreign equity as stipulated under Chapter 23, Article 26 of RA 6938 or the
Cooperative Code of the Philippines and Foreign Investment Negative List.

lll. DEFINITION OF TERMS
For purposes of this Circular, the following terms are hereby defined:

1. "Act’refers to Republic Act (RA) 11659 entitled “An Act Amending Commonwealth
Act No. 146, otherwise known as the Public Service Act (PSA), as amended”.




10.

“Certificate of Public Convenience” (CPC) refers to the license or authority issued
by the Maritime Industry Authority (MARINA) to a domestic ship operator or
shipowner to engage in domestic shipping.

‘Domestic Shipping” refers to the transport of passengers or cargo, or both, by
ships duly registered and licensed under Philippine law to engage in trade and
commerce between and among Philippine ports and within Philippine territorial or
internal waters, for hire or compensation, with general or limited clientele, whether
permanent, occasional or incidental, with or without fixed routes, and done for
contractual or commercial purposes.

"Domestic Ship Operator" or “Domestic Shipowner” refers to a citizen of the
Philippines or a foreign national, a commercial partnership or corporation or single
proprietor, established under the laws of the Philippines and having its principal
place of business in the Philippines, which is duly authorized by the MARINA to
engage in the business of domestic shipping.

‘DTI” shall mean the Department of Trade and Industry, a government agency

where single proprietorship enterprises register and secure their Certificate of
Registration.

“Foreign Enterprise” — refers to a foreign entity intending to operate in the
domestic shipping in the Philippines.

“Investment” refers to investments defined under Section 2 of RA No. 11647,
otherwise known as an “Act Promoting Foreign Investments, amending thereby
RA No. 7042, otherwise known as the “Foreign Investments Act of 1991, as
amended and for other purposes”.

“‘Public Service” refers to those persons defined as such under Section 13(b) of
Commonwealth Act No.146.

‘SEC” shall mean the Securities and Exchange Commission, a government
regulatory agency charged with supervision over the corporate sector, the capital
market participants, the securities and investment instruments market and the
protection of the investing public”;

"Ship" or "Vessel" may be used interchangeably and shall mean any kind, class
or type of craft or artificial contrivance capable of floating in water, designed to be
used, or capable of being used, as a means of floating in water transport in the
domestic trade for the carriage of passengers or cargo, or both, utilizing its own
motive power or that of another.

IV. GENERAL PROVISIONS

1.

2.

Under RA 11659 and its IRR, MARINA may allow foreign nationals to enter the
domestic shipping industry.

All existing MARINA guidelines, policies, rules and regulations except those
provisions relative to ownership or nationality requirements shall still prevail,
unless revoked and/ or amended.




Foreign enterprise or entity with franchise or CPC may operate domestic shipping
services for the carriage of passengers and/or cargoes between various ports and
places in the Philippines, for hire or compensation with general or limited clientele,
whether permanent, occasional or incidental, with or without fixed routes for
contractual or commercial purposes.

Foreign enterprise or entity may also operate domestic shipping services for
personal and company use in the carriage of their own passengers and cargoes,
provided they are registered with MARINA.

Under RA No. 6938 known as “Cooperative Code of the Philippines and Foreign
Investment Negative List, cooperatives that will operate domestic shipping
services should be one hundred percent (100%) Filipino-owned and are not
allowed to have foreign equity.

Pertinent government agencies such as the SEC, DTI and MARINA will require
documentary evidence to prove the nature of ownership of the domestic shipping
service as part of the registration or disclosure of maritime enterprises/ entities
intending to operate in the Philippines.

As stipulated under Republic Act No. 11032, otherwise known as “An Act
Promoting Ease of Doing Business and Efficient Delivery in Government
Services”, all concerned government agencies shall observe the Standard
Processing Time (SPT) of applications for the issuance of permits, licenses and
certificates required in the operation of domestic shipping services.

V. SPECIFIC PROVISIONS

1.

Pursuant to RA 11659, the domestic shipping service is now considered a “public
service” and shall no longer require the 60-40 percent ownership limitation and
therefore allowing foreign ownership and investments in Philippine shipping up to
one hundred percent (100%) equity.

Only Philippine flagged ships shall be allowed to operate domestic shipping
service in the country.

No foreign flagged ship shall be allowed to operate within the Philippine territorial
waters, except upon the grant of Special Permit (SP) by the MARINA as provided
in Memorandum Circulars No. 2011-04 and 2017-02.

Foreign investors may also avail incentives, subject to the policies, rules and
regulations of the concerned government agency authorized to grant and
administer such incentives.

All Philippine flagged ships shall be manned by Filipino crew, unless there is no
available Philippine national who is competent, able and willing to perform the
services for which the foreign national is desired.




V1. QUASI-JUDICIAL POWERS OF THE MARITIME INDUSTRY AUTHORITY

The following quasi-judicial powers and functions of MARINA pursuant to RA 11659,
RA 9295 and other existing/ amended policies, guidelines, rules and regulations
should be strictly followed and implemented:

1.

Hearing on the application for issuance of Certificate of Public Convenience
(CPC) which shall be in accordance with the MARINA Rules of Procedure and its
subsequent amendments;

Issuance of CPC, or any extensions or amendments thereto, authorizing the
operation of all kinds, classes and types of vessels in domestic shipping;

Modify, suspend or revoke at any time, upon notice and hearing, any certificate,
license and permit it may have issued to any domestic shipowner/operator;

Hear and adjudicate any complaint made in writing involving any violation of the
law or the rules and regulations of the Authority;

Investigate any complaint made in writing against any domestic
shipowner/operator, or any shipper, or any group of shippers regarding any
matters involving violations of the provisions of the Act and its revised IRR;

Upon notice and hearing, impose such fines and penalties, suspend or revoke
certificates of public convenience or other licenses and permits issued to
shipowner/operator found violating the provisions of RA 9295 and its revised IRR;
Adopt the terms and conditions relative to the violations of the orders, decisions
and regulations prescribed by MARINA; and

No domestic shipping service shall operate in the Philippine waters without a valid
certificate, license and permit from MARINA as the case may be, to the effect that the
operation of said service and the authorization to do business will promote the public
interest in a proper and suitable manner, unless otherwise provided by the IRR of RA
9295.

Liberalization of domestic shipping routes under EO 185 and deregulation of
passenger and cargo/ freight rates under RA 9295 and its IRR shall still prevail.

VIl. APPLICATIONS IN THE OPERATION OF DOMESTIC SHIPPING SERVICES IN
THE COUNTRY

All domestic shipping company/ operator, whether Filipino or foreign enterprise or
entity, shall undergo the following stages in the processing of applications prior to the
operationalization of domestic shipping services in the country:

1.
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Registration of domestic shipping companies/ enterprises such as:

a. SEC for corporations/ partnership

b. DTI for single proprietors

Accreditation of domestic shipping company/ operator;

Acquisition of domestic vessel, either thru importation, bareboat chartering or local
construction;

Registration and documentation of domestic vessel;

Licensing of domestic vessel;

Issuance/ Authentication of Loadline and Stability Certificates;

Vessel inspection and issuance of ship safety certificates;

Company/ Ship audit for ISM Certification and issuance of Document of
Compliance (DOC)/ Ship Management Certificate (SMC); and




VIl

IX.

XI.

9. Issuance of company franchise or CPC.

All applications shall be filed with MARINA. Only applications with complete
documentary requirements and corresponding fees/ charges shall be officially
accepted. Existing/ amended policies, guidelines, rules and regulations in the
processing of above-mentioned applications should be followed/ adopted.

EMPLOYMENT OF FOREIGN NATIONAL

A foreign entity or investor shall employ a foreign national only after the determination
of non-availability of a Philippine national who is qualified, able, and willing to perform
the services for which the foreign national is needed, unless otherwise provided by
law or by any international agreement and pursuant to PD No. 442, otherwise known
as the Labor Code of the Philippines, as amended.

PERFORMANCE AUDIT

The MARINA must ensure the annual conduct of performance audit by an
independent evaluation team to monitor the cost, the quality of services provided to
the public and the ability of the foreign entity or investor to immediately and adequately
respond to emergency cases. Metrics for various types of services must be
established to sustain reliability, security and safety of the public. Such metrics shall
be published and updated regularly by the MARINA and shall be supported by
sufficient bases through studies and/or other reasonable methods recognized by the
domestic shipping industry.

ADMINISTRATIVE FEES/ CHARGES AND FINES/ PENALTIES

The MARINA may collect reasonable fees and charges, and impose appropriate fines
and penalties under its existing rules and regulations; Provided, that such fees,
charges, penalties, and fines may be adjusted consistent with existing rules
and regulations.

RECLASSIFICATION OF DOMESTIC SHIPPING FROM “PUBLIC SERVICE”
TO “PUBLIC UTILITY”

1. The MARINA may request National Economic Development Authority (NEDA) for
the reclassification of domestic shipping from “public service” to “public utility” after
five (5) years of the implementation of RA 11659.

2. Upon the recommendation of NEDA, the President may recommend to Congress
the reclassification of domestic shipping from “public service” to “public utility” or
“critical infrastructure” as provided in Sections 12 and 34 of the IRR of RA No.
11659.

Xil. REPEALING CLAUSE

The provisions on the limitation of foreign ownership and/or nationality requirement
in the following MCs and IRR are hereby repealed or modified accordingly:




1. Accreditation of Domestic Shipping Companies and Maritime Enterprises
e MC 2006-03 (Revised Guidelines on the Accreditation of Domestic Shipping
Enterprises or Entities) — Section Il and Section IV.1.1 & IV.1.2
e MC DS-2020-02 (Revised Rules on the Accreditation of Maritime
Enterprises) — Section Il and Section V.1.1 & V.1.2
2. Acquisition of Vessels through Importation and Bareboat Chartering (BBC)
e MC 104 (Omnibus Guidelines for the Acquisition of Vessels for Domestic
Operations and Fishing Vessels/ Boat) — Section Il, Section 1V.2.a; Section
IV.4.a; Section IV.5.d and Section IV.7
* MC 121 (Policy Guidelines in the Regulation of High Speed Craft) - Section
I, Section VII.1.1.1
e MC 2010-01 (Revised Policy Guidelines on Tankers) — Section |I; Section
V.1.6.1.1 and Section V.1.6.3.1
e MC 2017-04 (Rules on Importation of Passenger Ships) — Section II; Section
I11.6; Section V.2.a; Section V.4.d and Section V.5
e MC 2018-05 (Rules in the Acquisition and/or Operation of Cruise Ships) —
Section |I; Section 11l.9; Section IV.3; Section IV.4.d; Section IV.5 and
Section IV.7
3. Registration of Vessels
e MC 2013-02 (Revised Rules for the Registration, Documentation and
Deletion of Ship Operating in Philippine Waters) - Section 1.3 and Section
V.1
e MC DS-2019-01 (Revised Rules on the Registration, Licensing and
Operation of Recreational Boats) — Section 11.8 and Section IV.A.1 & IV.B
4. Licensing of Vessels
e MC 110 (Guidelines for the Issuance/ Renewal of Coastwise License (CWL),
Bay and River License (BRL) and Pleasure Yacht License (PYL) — Section
[11.B.1 & 1ll.B.2 and Section IV.A & IV.B
5. 2014 Amendments to the Revised Rules and Regulations Implementing RA
9295 — Rule1 Section 2.1, 2.2 & Section 3 — Definition of “Domestic Ship
Operator” or “Domestic Shipowner” and Rule Il Section 7.2
6. MC DS-2021-03 (Revised Rules and Regulations in the Grant of Pioneer Status
under EO 909) — Section 1.2; Section Il and Section II1.5
7. MC DS-2021-01 (Revised Rules in the Grant of Missionary Route Status for
RORO Passenger Ships) — Section Il and Section 1.3
8. Other MARINA policies, rules and regulations on the limitation of foreign
ownership and/or nationality requirement.

XIll. EFFECTIVITY:

This MARINA Circular shall take effect fifteen (15) days after its publication once in
a newspaper of general circulation.
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