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[ REPUBLIC ACT NO. 387, June 18, 1949 ]

AN ACT TO PROMOTE THE EXPLORATION, DEVELOPMENT,
EXPLOITATION, AND UTILIZATION OF THE PETROLEUM
RESOURCES OF THE PHILIPPINES; TO ENCOURAGE THE
CONSERVATION OF SUCH PETROLEUM RESOURCES; TO

AUTHORIZE THE SECRETARY OF AGRICULTURE AND NATURAL
RESOURCES TO CREATE AN ADMINISTRATION UNIT AND A

TECHNICAL BOARD IN THE BUREAU OF MINES; TO
APPROPRIATE FUNDS THEREFOR; AND OTHER PURPOSES.

Be it enacted by the Senate and House of Representatives of the Philippines in
Congress assembled:

 

CHAPTER I
  

GENERAL PROVISIONS

ARTICLE 1. Short Title of Act.—The short title of this Act shall be "Petroleum Act of
1949."  

 

ART. 2. Definition of terms.—When used in this Act, the following terms shall, unless
the context otherwise indicates, have the following respective meanings: 

 
(a) "Petroleum" shall include any mineral oil, hydrocarbon gas, bitumen,
asphalt, mineral wax, and all other similar or naturally associated
substances; with the exception of coal, peat, bituminous shale, and/or
other stratified mineral fuel deposits.

 (b) "Crude oil" means oil in its natural state before the same has been
refined or otherwise treated, but excluding water and foreign substances.

 (c) "Natural gas" means gas obtained from boreholes and wells and
consisting primarily of hydrocarbon.

 (d) "Government" means the Government of the Philippines.
 (e) "State" means the Republic of the Philippines. 

 (f) "Permittee," "concessionaire"   or  "contractor" means a person to
whom a permit, concession, or contract, as the case may be, has been
granted or awarded under the provisions of this Act, his successors and
assigns. 

 (g) "Person" includes a natural person, corporation, or Partnership.
 (h) A "barrel" is equivalent to 158.98 liters or 42 U. S. gallons.

 (i)  All measurements of distances, width, length, areas,  depth and 
volume,  and weight shall  be  in the metric systern.

 (j) Words in singular shall include the plural, and vice versa.

ART. 3. State ownership.—All natural deposits or occurrences of petroleum or natural
gas in public and/or e lands in the Philippines, whether found in, on or  the surface



of dry lands, creeks, rivers, lakes, or other submerged lands within the territorial
waters or on the continental shelf, or its analogue in an archipelago
seaward from the shores of the Philippines which within the territories of other
countries, belong to the State, inalienably and imprescriptibly.    

ART. 4. Title to land.—The ownership or the right to the use of lands for agricultural,
industrial, commercial, residential, mining, or for any purpose other than for
petroleum exploration, development or exploitation doe not include the ownership
of, nor the right to explore for exploit, or utilize the petroleum or natural gas
deposits in, on or under the surface of such land.

ART. 5. Granting of petroleum rights.—The right to ex-plore for, develop, exploit or
utilize the petroleum resources described in article three hereof may only be granted
to duly qualified persons by means of concessions in accordance with the provisions
of this Act. The Government, however, reserves the right to undertake such work
either by itself or through its instrumentalities, or through competent persons
qualified to undertake such work as independent contractor or contractors under a
contract of service executed for the Republic of the Philippines by the President and
approved by the Congress of the Philippines in accordance with the provisions of
article thirteen of this Act.

Exploration or exploitation rights may be exclusive within certain areas; but no
exclusive rights may be granted for refining or transportation.

ART. 6. Granting of concession is discretionary with the Government.—The granting
of concession under this Act is discretionary with the Government, except in the
cases mentioned in article eleven hereof, where, upon the fulfillment of the
formalities and requirements of this Act, the granting thereof is obligatory upon the
Government.

ART. 7. Petroleum operation a public utility.—Everything relating to the exploration
for and exploitation petroleum which may exist naturally or below the surface of the
earth, and everything relating to the manufacture refining, storage, or
transportation by special method petroleum as provided for in this Act, is hereby
declared to be of public utility.

ART. 8. Concessionaire assumes risks.—Concessions re-ferred to in this Act shall be
granted at the complete risk of the interested party. The Government does not
guarantee the existence of petroleum or undertake, in any case, title warranty.

ART. 9. Ownership not conferred.—Exploration and Exploitation Concessions do not
confer upon the concessionaire the ownership over the petroleum lands and
petroleum deposits, but only the right to explore for, develop, exploit, and utilize
them for the period and under the conditions determined by this Act.

CHAPTER II
 

CONCESSIONS

ART. 10. Kinds of concessions.—Concessions may be any of the following kinds and
have the following respective objects:



a.    Non-Exclusive Exploration Permit, which grants to the permittee the
non-exclusive right to conduct geological or geophysical exploration on
specified areas.
b.    Exploration Concession, which grants to the concessionaire the
exclusive right to explore for petroleum within specified areas.
c.    Exploitation Concession, which grants to the concessionaire the
exclusive right to develop petroleum production within the specified
areas.
d.    Refining Concession, which grants to the concession-aire the right to
manufacture or refine petroleum, or to extract its derivatives.
e. Pipe Line Concession, which grants to the concessionaire the right to
provide and operate pipe line systems for transporting petroleum.

ART. 11. Obligatory concessions.—Subject to the fulfillment of the formalities and
requirements provided for in this Act, the granting of the following concessions shall
be obligatory upon the Government:

 
a. Exploitation Concession, to the holder of an Ex-ploration Concession,
for such parcels as he may select for exploitation and to the holders of
Petroleum Drilling Leases issued under the Petroleum Act Numbered
Twenty-nine hundred and thirty-two, or of petroleum mining claims
located and held under the Act of Congress of July first, nineteen
hundred and two, which are existing and in force at the time of the
enactment of this Act, when said holders shall apply to have the same
governed by the provisions of this Act, and be given the privileges
granted thereby;

 b.    Refining Concession and/or Pipe Line Concession, to the holder of an
Exploitation Concession, when the manufacturing or transportation is
directly related, although not necessarily restricted, to the Exploitation
Concession; and

 c.    Refining Concession, to the holder of a Pipe Line Concession, or Pipe
Line Concession to the holder of a Refining Concession, when the two
concessions are directly, although not restrictively, related.

The foregoing, however, shall not apply in the case of any concessionaire who is in
arrears in any payments due the Government arising out of or in connection with
any petroleum concession, lease, or mining claim, until such arrears have been paid,
or, if in dispute, until a cash or surety bond has been posted, sufficient to cover all
arrears in dispute.

The rights and obligations conferred by concessions which are obligatory under this
article are to be regarded as flowing from the initial concessions which, under the
provisions of this Act, include the right to receive such subsequent concessions.

 

ART.  12. Designation of petroleum regions.—For pro poses of this Act, the Secretary
of Agriculture and Natural Resources, after due study of the different prospects
petroleum lands of the Philippines, may divide them into a number of prospective
petroleum regions, delimiting their extent and boundaries, and issuing the order and
not establishing such regions.

 

ART. 13.   Petroleum reservation.—Upon the recommendation of the Secretary of
Agriculture and Natural sources, the President of the Philippines may set apart
petroleum reservations, and shall, by proclamation, declare the establishment of



such reservations and the boundaries thereof.

The Government may explore, develop, and exploit such petroleum reservation
either by itself or through its in-strumentalities, or through competent persons
under a contract of service, in accordance with article five of this Act. Proposals by
qualified persons to carry out such work for the Government as independent
contractor or contractors shall be filed with the Director of Mines who shall forward
the same with his findings and recommendations to the Secretary of Agriculture and
Natural Resources who, in turn, shall submit the same with his recommendations to
the president of the Philippines. The President is hereby authorized to take such
necessary action as he may deem proper on such proposals and for this purpose,
may execute the necessary contract or contracts for and in behalf of the
Government. In the event such contract is executed, the same shall be submitted to
the Congress of the Philippines for its approval.

No petroleum reservation may be established over any areas covered by application
for Exploration or Exploitation Concession already filed or granted. If at any time
after the establishment of a petroleum reservation, the Secretary of Agriculture and
Natural Resources, after due investigation, should find it to the best interest of the
Government, that any area within the reservation should be opened to Exploration
or Exploitation Concession under the provisions of this Act, such area or areas may
be recommended to be released from the reservation and declared open to
Exploration or Exploitation Concession under this Act by an executive proclamation
of the President concurred in by a joint resolution of the Congress of the Philippines.

ART. 14. Free areas.—All lands within the territorial limits of the Philippines including
those submerged beneath seas, bays, lakes, rivers, lagoons, or the territorial
waters, or on the continental shelf, or its analogue in an archipelago, put which are
not within the National Reserve Areas, or Petroleum Reservations, or covered by
valid and existing

Exploration or Exploitation Concession, or Petroleum Drilling Leases acquired under
the Petroleum Act (Act No. 2932), or of petroleum mining claims located and held
under the Act of Congress of July first, nineteen hundred and two, as amended, are
called Free Areas and as such are open to application for Exploration Concession by
any duly qualified person. Application for said areas shall be filed with the Director
of Mines in accordance with the provisions of article twenty-eight of this Act.

ART. 15. National Reserve Areas.—Areas which have been included in any
Exploration or Exploitation Conces-sion but which have been subsequently given up
by the concessionaire voluntarily or in accordance with the requirement of articles
fifty and fifty-three of this Act; or areas covered by Exploration or Exploitation
Concession which have expired or have been cancelled; or areas which have been
included within any of the two kinds of concession but which are found to be in
excess the maximum areas allowed by this Act for such concessions, are called
National Reserve Areas, and as such may be applied either for Exploration or
Exploitation Concession by duly qualified persons only after the Secretary of
Agriculture and Natural Resources shall have first announced by means of notices
published in the Official Gazette and in one daily English newspaper of general
circulation published in the City of Manila, at least once a month for three
consecutive months, that said lands duly described are ready for disposition and
that application therefor may be filed within a certain date fixed in the notice.



Application for such areas shall be filed with the Director of Mines in accordance with
article twenty-eight of this Act, and the concession may be granted by the Secretary
of Agriculture and Natural Resources It favor of the applicant whose offer shall be
found best t serve the interest of the Government.

ART. 16. Lands covered by concessions are subject to public easements.—All lands
covered by concessions granted under this Act shall be subject to public easements
established or recognized by existing or future laws.

ART. 17. Operations of concessionaire subject to existing mining rights.—The
operations of the concessionaire under the provisions of this Act shall be subject to
existing mining rights, grants, permits, leases, and concessions in respect of
substances other than petroleum and to existing petroleum rights, grants, leases, or
concessions.

ART. 18. Right of Government to establish reservations or grant rights.—Concessions
granted under this Act are subject to the right of the Government to establish
reservations other than petroleum reservations, to grant mining rights, permits,
leases, and concessions in respect of substances other than petroleum, and to grant
rights other than mining rights in, on, or under any of the lands covered by the
concession granted under this Act, provided that the rights of the petroleum
concessionaire to search, prospect, and drill for, produce, extract, transport, store,
process, and treat petroleum on, under, and from, said lands, and the other rights,
granted to him under this Act are not impaired or unreasonably interfered with.

ART. 19. Additional benefits to the Government in certain cases.—In the disposition
of the National Reserve Areas and in case of conflicts of applications for concessions,
the Secretary of Agriculture and Natural Resources may require additional benefits
to the Government over and above the minimum requirements provided for in this
Act. These additional benefits may include, but shall not be restricted to, bonuses or
cash payments made singly or on installments over a period of time; or increased
royalty on the quantity of oil produced; or undertakings in addition to those required
by law for the promotion of education, public health, social welfare and amelioration,
and other public services; or increased work obligations on the concession.

ART. 20. Right to enter private land.—Exploration and exploitation concessionaires
are granted the right to enter upon private lands covered by their concessions for
the purpose of conducting geological or geophysical studies, with the right to use all
instruments and apparatus necessary to carry out such studies, subject to the
obligations to indemnify the owner or legal occupant of the land for material damage
suffered by the property, its annexes or appurtenances as a result of such studies,
provided that in no case shall the occupancy of private buildings, yards or gardens
be authorized against the will of their owner.

In the event that the right granted in this article shall be denied by the owner of the
private land or by its legal occupant, the concessionaire may apply for and, upon
posting such bond as may be fixed and approved by the Court of First Instance of
the province where the land is situated the court shall issue an order allowing such
right pending the final determination of the proper amount that shall be paid by the
concessionaire to the landowner or legal occupant.

ART. 21. Easements over private land.—When easements of temporary occupancy


