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A Case Study Of Corruption, Cronyism And Regulatory Capture In The PhilippinesBy Rigoberto
D. TiglaoThe book exposes one of the biggest deceptions ever foisted on the Philippine nation,
the total domination of our telecommunications industry by foreigners and its deliberate
concealment. This is a grave violation of the Philippine Constitution, a fact that was ignored by
the Aquino administration when it chose to side with foreign interests instead of following a
Supreme Court order to stop the foreign control of a strategic public utility.While claiming to be
majority-owned by Filipinos, the reality is that the biggest stockholder of Philippine Long
Distance Telephone Co., which operates Smart Communications, is the Indonesian billionaire
and former Suharto crony Anthoni Salim with his minor partner the giant Japanese telco NTT.
Globe Telecom's biggest stockholder on the other hand is the Singaporean state firm Singtel.
With their lucrative duopoly the foreign firms have remitted out of the Philippines gargantuan
profits totaling $9 billion from 2000 to 2015.How are these foreign firms able to bypass the
constitutional limit on foreign control of public utilities with little resistance from the Philippine
body politic? This book exposes the chicanery behind the acquisition of the country's biggest
corporations, the corruption and cronyism that had allowed this to happen, and the pernicious
plot to amend the Constitution to perpetuate the foreign control of companies over vital sectors
of our economy.

About the AuthorRigoberto D. Tiglao is a veteran political and business reporter, and the only
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investigative articles — disguised as opinion columns — in the Manila Times which I wrote
starting 2014 on the Indonesian Anthoni Salim’s conglomerate in the Philippines. I initially
planned to simply compile these articles. However, I soon realized that the format of a
newspaper column (normally 1,000 words) is inappropriate for my subject that requires
organized and detailed explanation.My investigation of the Salim conglomerate was triggered by
my outrage (shared with many Filipinos, I am certain) over the steep rise of electricity prices by
Meralco in 2013 and 2014, which made our electricity rates among the highest in the region. I
was particularly enraged to learn that even as our high electricity costs were partly due to weak
investment in power generation, Meralco in 2014 bought, with the Hong Kong-based First
Pacific Company Ltd. as majority partner, a power plant in the Jurong industrial estate in
Singapore for $1.2 billion (P54 billion).As a public utility, wasn’t Meralco’s main and even sole
responsibility the efficient provision of electricity to its captive customers, not the pursuit of
profits, to the extent of even investing the equivalent of billions of pesos in a Singapore venture?
Our electricity infrastructure in the nation’s capital has remained backward, with even weak
storms wrecking havoc on it that results in hours, even days of power outages. Why not spend
those gargantuan funds to modernize the electricity distribution’s system infrastructure and to
lower its distribution losses so that costs of electricity are reduced?Meralco’s partner First
Pacific that held 60 percent of the plant obviously wanted to hedge its investments by taking in
as partner the Philippine company. Meralco’s technical expertise, of course, would also be a big
help to its project.But why didn’t the Filipino owners, which Meralco in its reports to the
Securities and Exchange Commission claimed owned 96 percent of the firm, object?Indeed,
Meralco’s reports to the SEC claimed that its biggest stockholder with 50 percent shares,
Beacon Electric Assets, is a Filipino firm. Like most Filipinos, I had thought that it was the old-
elite oligarchic family of the Lopezes who controlled Meralco. I had obviously lost touch with the



Philippine corporate world because of my five-year absence in the Philippines, as I was in
Athens for five years as ambassador to Greece and Cyprus.My curiosity to find out who really
owns Beacon Electric Assets led me to a long and labyrinthine path to pierce the corporate veils
and unearth the identities of the controlling stockholders of our biggest public utility companies,
Philippine Long Distance Telephone Co. (PLDT, which owns Smart Telecoms), Meralco,
Maynilad Water Services, and Metro Pacific Investments Corp., now the investment firm of the
country’s largest infrastructure and toll-road management conglomerate.I was shocked to find
out that the real owner of these public utility companies was not Manuel V. Pangilinan, referred to
in local papers as a “Filipino billionaire” or “businessman” and portrayed as these firms’ biggest
and controlling stockholder. Neither was the controlling owner a group of passive Hong Kong
investors whom Pangilinan had convinced way back in 1981 to set up First Pacific as an
investment company for the region.Rather, the biggest and controlling stockholder of First
Pacific and through it, of our biggest firms, has been Anthoni Salim, Indonesia’s third richest
man, whose father Soedono was the biggest crony of that country’s longest-ruling strongman,
Suharto.Nothing would have been wrong with that, and we would have applauded Salim for
investing in the country. However, what he owns and controls here are strategic public utilities,
which in almost all Asian countries are rationally in the hands of firms owned by their states or by
its nationals. Salim is trampling on our Constitution, since it specifically forbids such foreign
control of our public utilities.This book tells the story of how an Indonesian magnate built up a
new business empire outside of his home country in just 18 years — dwarfing others owned by
Filipino magnates — and why a foreigner has been allowed to do so by Philippine authorities
despite the clear constitutional restrictions on foreign control.You will also understand why local
media has pretended that Salim doesn’t exist.This is a concrete case study of corruption,
cronyism, regulatory capture, and our people’s vanishing sense of nationalism — phenomena so
widespread in our country that explain our continued economic underdevelopment.An
investigative reporter even just a decade ago would be hard-pressed to find information on the
real owners of PLDT, Meralco, or First Pacific Company, without going to Hong Kong or New
York to dig into public records of listed companies.Not anymore. There is an abundance of
information now available in the worldwide web on these companies, compared to the time
when I was a business reporter and editor, and when Salim acquired PLDT in 1998 and Meralco
in 2009.I suspect that Salim, the biggest stockholder of First Pacific with his 45 percent stake
(Pangilinan has only 1.4 percent), had calculated that corporate information on his ownership of
these Philippine public utilities would remain hidden in some bureaucrat’s files in New York and
Hong Kong. First Pacific itself had been incorporated in 1981 in the distant British territory of
Bermuda, where there were strict regulations against public disclosure of corporate
information.Detailed corporate information on First Pacific and PLDT (because its stocks had
been listed in the New York stock exchange) however had become available because of the
strict disclosure rules of the Hong Kong Securities and Exchange Commission and the US
Securities and Exchange Commission.With Salim’s ownership of Philippine public utilities



beyond constitutional limits made public, and with a Supreme Court decision in 2011 —
scandalously unimplemented though — categorically ruling that this violates the Philippine
Constitution, the Indonesian magnate’s empire here could be maintained only if such limits in
our basic law are lifted.Indeed, there was a strong lobby for such a constitutional amendment in
the past 16th Congress, led by its Speaker Feliciano Belmonte. The Speaker sold in 2014 his
family’s Philippine Star group of publications to a unit of PLDT, which Salim controls, for at least
P4 billion, a price industry observers thought was too high for any newspaper in the country.If
the constitution is amended to lift its limits on foreign ownership of public utilities, Salim’s
violation of its provisions would be rendered moot and academic, and the two foreign-owned
telcos, PLDT and Globe, will dominate this strategic public utility for as long as they like.New
players whether foreign or local would be barred from entering the telecom sector due to these
industries’ monopolistic features and as some claim, the existing duopoly’s political
influence.This has in fact has been demonstrated in the case of huge Filipino firms like JG
Summit and San Miguel Corp., which bit the dust in the face of the onslaught of the Smart-Globe
duopoly. This is something I will explain further in the book, which will debunk the arguments of
those pushing to “open up the Philippines for more foreign investments.”The rollout cost of a new
cellphone company in the country has been estimated at $3 billion. What foreign company
would invest that kind of money if there exists a duopoly here which has been implementing
schemes to lock-in its subscribers, and has demonstrated political clout in the past?This book
calls for the revival of nationalism in our country, not just as a sentiment but as a realization, as
our Asian neighbors have long known, that this is absolutely necessary to undertake economic
programs that result in a nation’s prosperity.If you are one of those Filipinos who “don’t care” if an
Indonesian magnate owns the country’s electricity, phone, or water companies, or controls your
local hospitals, roads, newspapers, and television, my arguments might help you change your
mind.If you are a patriot who cares that the Philippines should determine its own destiny with its
people’s welfare as its priority, then this book is for you. I hope that through this narrative, we will
finally identify, and through our new leaders eliminate, the root causes of the country’s poverty
and underdevelopment.I have written the first chapter as an overview and summary, so that
those too busy to plod through the details of these issues that are very important to our country’s
future can understand it in one sitting.BusinessDay and the Hong Kong-based Far Eastern
Economic Review where I worked for most of my journalistic career had strict policies that
require a reporter to get the side of the subject of his reportage. This practice had become
second nature to me.Since my first article on Meralco and the Salim conglomerate in 2014, I
have tried to get Pangilinan, Salim, and other executives of the group to agree to be interviewed
to address the issues I raised, or at least for them to respond to my articles and questions. I have
tried both official and unofficial channels to reach them. They have ignored my communications,
and have not even bothered to reply. Pangilinan, I was told by a source, was mad at me for my
articles on Meralco I wrote in 2014. In contrast, former President Joseph Estrada and even the
reclusive Mark Jimenez agreed to be interviewed.I would like to express my gratitude to the



patriots and invaluable sources, who helped me complete this project but who prefer to be
unidentified; to my old friend Dr. Dante A. Ang and to his son Dante (“Klink”) Ang II, Manila Times
chairman emeritus and executive editor, respectively, for giving me a column in their newspaper,
to its editor-in-chief Neri Tenorio for editing assistance; to the memory of my late wife Raquel, a
true nationalist, and to my children for the inspiration; and many thanks as well to the readers of
my columns who encouraged me to persist in my exposes despite the deafening silence on this
important issue by the mainstream Press, the past Government, and the country’s
intelligentsia.This book would not have been possible without the loving support and editing
finesse of my wife and intellectual partner, Getsy Tiglao.1A Colossal Deception:Overview and
SummaryThis book exposes one of the biggest deceptions ever foisted on the nation, which has
hidden from it foreigners’ complete domination of our telecommunication industry and certain
other public utilities, a blatant violation of the Philippine Constitution. Former President Benigno
Aquino III defied in 2012 a Supreme Court ruling ordering a stop to the foreign control of such
strategic public utility.Foreign ownership in Philippine Long Distance Telephone Co. (PLDT) and
Globe Telecom (Globe) — the duopoly in the lucrative telecom industry — are 76 percent and 73
percent1, respectively, way above the 40 percent limit set by the Constitution on public-utility
firms. The Constitution’s Section 11, Article XII indeed is quite categorical: “No franchise,
certificate, or any other form of authorization for the operation of a public utility shall be granted
except to citizens of the Philippines or to corporations or associations organized under the laws
of the Philippines, at least sixty per centum of whose capital is owned by such citizens."To skirt
this constitutional limit, these foreign-controlled firms have claimed, and widely propagated the
falsehood, that they are majority Filipino-owned: PLDT claims its foreign ownership is just 18
percent while Globe, 27 percent2.With such fabrications, foreigners have been able to control,
mostly own, and profit from, the country’s telecoms industry, a strategic sector of the economy
that exploits sovereign natural resources, the radio spectrum, mobile telephony’s medium. This
fact has been concealed from the Filipino nation since 2000.In just about 15 years, an
Indonesian magnate, Anthoni Salim, the biggest, controlling stockholder of PLDT through his
Hong Kong-based firm First Pacific Company Limited and its subsidiaries used the telco as his
launching pad to establish and expand in the country a conglomerate even bigger than those
built over so many decades by the old Spanish and Chinese-Filipino elites.The last time in
Philippine post-war history that a foreigner wielded such economic power in the country was in
the 1950s, when a US army lieutenant who fought here during World War II and stayed on, Harry
Stonehill, built a conglomerate of cigarette, glass, and cement manufacturers. His net worth was
estimated at $50 million at the time, equivalent to $400 million today — peanuts compared with
Salim’s estimated assets in the country of $6 billion, based on the worth of his shares in PLDT,
his infrastructure holding firm Metro Pacific Investments Corp. (MPIC), and Philex Mining.Salim
through First Pacific now controls and mostly owns the biggest conglomerate of public utility
companies in the Philippines. Its 26 percent shares in PLDT make it the controlling stockholder
in the country’s biggest telecommunications firm that has 70 percent of the telecom market. Its



two other huge public-utility firms are Manila Electric Co. (Meralco), which has monopoly of
power distribution in Metropolitan Manila and six adjacent provinces, and Maynilad Water, the
water-distribution monopoly for the western part of the metropolis. It also has a major mining
company, Philex Mining and Exploration, with its four oil and gas exploration subsidiaries, one of
which has as its area of exploration in a disputed area in the Spratly islands.Through his holding
firm MPIC, Salim controls Metro Pacific Tollways Corp., now the biggest toll and expressway
operator in the country managing the North Luzon Expressway, the Subic-Clark-Tarlac
Expressway and the Manila-Cavite Expressway.Under President Aquino III’s administration, First
Pacific has expanded rapidly and bagged the contracts for the country’s biggest infrastructure
projects.In 2013, 55-percent controlled Salim consortium was chosen to build the P65-billion
Light Rail Transit Line 1 Cavite Extension, the biggest infrastructure project awarded under the
Aquino regime. In 2015, Salim led the consortium that won the bidding for the Cavite-Laguna
Expressway project with its offer of P27 billion, P5 billion more than the next highest bidder, a
group led by San Miguel Corp.Either because of Salim and his partner the Ayalas’ persuasive
genius or, allegedly their strong influence with President Aquino, thrown in into this project was
the award of the construction of the LRT-MRT common station in Quezon City to the consortium,
which moved its location from its original SM North Mall site to the nearby Trinoma mall of the
Ayalas — who are Salim’s partners with a 35 percent stake. This government decision was so
irregular that the owner of the SM group, the Henry Sy family who were originally members of
the consortium, has sued government, even elevating the case to the Supreme Court.In
partnership with the Ayala group (who were big supporters of the Aquino family), the Salim
conglomerate also won the P1-billion worth of projects to operate an automated fare collection
system for the mass transit lines. Other infrastructure projects awarded to Salim’s group by the
Aquino Administration are the P11billion NLEX Harbor Link, the P7-billion NLEX Citi Link, and
the P12.4-billion Connector Road/Metro Expressway Link. Th e group has diversified into bridge
construction as well, with its P18-billion project to build the Cebu-Cordova Bridge.Salim’s
Philippine empire had gone international during Aquino’s term. With First Pacific subsidiaries as
a partner, Meralco now operates a $1.2 billion, 800-megawatt plant that sells power to the
Jurong Island industrial estate firms in Singapore. In 2014, Metro Pacific companies took a stake
in Thailand’s Don Muang Tollway. In the same year, PLDT, with parent First Pacific as a partner,
invested $445 million in the German tech start-up incubator Rocket Internet.The Indonesian
Salim is even the first magnate in the country to establish a health-services conglomerate, with
Metro Pacific Hospital Holdings, Inc. — owned 60 percent by his holding firm MPIC — now
owning or controlling eleven of the most advanced hospitals in Metro Manila and other urban
centers.3Salim even has had the gall to go into media, an industry in which the Philippine
Constitution bans a single foreign-owned share. Using PLDT’s pension fund called the Beneficial
Trust Fund, Salim has built the biggest multi-media empire in the country, which includes
Philippine Star and BusinessWorld both of which he controls and Philippine Daily Inquirer in
which he is the second biggest stockholder. Salim’s other media outfits are TV5, the third



biggest broadcast media network, with its more than two dozen TV and radio stations all over
the country, its Internet news site Interaksyon.com, and the country’s largest satellite direct-to-
home television service.As discussed in Chapter 9, Salim’s conglomerate owes much of its
existence and growth to the Aquino administration’s issuance in 2012 through the Securities and
Exchange Commission of its own new, but absurd definition of what corporate control and
ownership means, so that the Constitution’s limit on foreign ownership of public utilities was in
effect lifted.The definition was so different from what the Supreme Court ruled in its landmark
decision in 2011 and 2012 that declared that PLDT was in violation of the Constitution’s 40
percent foreign-capital ownership of public utilities. It is the SEC’s irregular definition of foreign
ownership that has allowed Salim together with its partners the two Japanese firms (NTT
DoCoMo and NTT Communications) to control PLDT and own more than 40 percent of its
capital, despite the constitutional restrictions on such.It was a corporate resurrection, as the
Salim family’s empire in Indonesia was on the verge of collapse — the clan’s residence even
torched to the ground by angry people-power type of demonstrators — when their patron the
strongman Suharto was forced out of power in 1998. But unlike their food-based empire in
Indonesia, the Salim conglomerate in the Philippines consists entirely of strategic and essential
public utility firms — such as PLDT, Meralco, and Maynilad Water — violating the constitutional
limits on foreign ownership.As part of the propaganda to justify such violation of the Constitution,
the false claim has been disseminated that the major reason why our economy’s foreign-capital
stock is smaller than those of our neighbors is because of the restrictions imposed by the
country’s charter, which therefore should be abolished. But even with such restrictions on public
utilities, the Indonesian Salim, the Japanese Nippon Telegraph and Telephone, and the
Singaporean Singtel in fact have such substantial investments in PLDT and Globe that they
control these companies.As discussed in Chapter 12, the real intent of the plot to amend the
Constitution to lift these restrictions is to pre-empt a post-Aquino administration’s move to
implement a Supreme Court decision declaring these firms as in violation of the Constitution,
and to permanently entrench their dominance of our strategic telecom industry.Foreigners’
dominance of our telecom sector is as if huge oil reserves had been discovered beneath Manila
Bay, and then our government awarded the rights to exploit these oil fields to three foreign
entities, which have been remitting to their owners abroad their profits of billions of dollars. And
then their PR men and mercenary economists applaud that only they had the capital to build
their oil rigs, that only they have the technology for this, and after all, this is the age of
globalization.Another way of putting it: We have been squabbling with our biggest trading partner
and an economic superpower, China, fighting for our rights over the natural resources in our
exclusive economic zone in the West Philippine Sea, even if, other than fishing, we will
realistically be able to exploit such resources only decades from now.Yet we have surrendered
our telecoms industry, a sector crucial to any sovereign country’s economy and national security,
to an Indonesian tycoon, a Japanese global telecom giant, and a Singaporean state company,
and allowed them to exploit our limited, national, and natural resource — the radio spectrum



within the nation’s boundaries.What makes foreigners’ dominance of our telecom industry so
unfortunate, even tragic to our nation is that this has occurred just when the game-changing
technology-intensive wireless telephony has emerged in the world, only to be controlled in our
case by foreign firms.Mobile “cellular” telephony is the most important technological and
economic development in the 21stcentury, as important as the diffusion of fixed-line telephony,
electricity, combustion-engines, and the personal computer. Mobile phone technology and its
use rocketed in the US and Europe in the 1990s, and spread swiftly throughout the globe that
today there are nearly as many mobile phone subscriptions as there are people on earth,
estimated to have reached seven billion in 2014.There has never been a device as ubiquitous as
the mobile phone, with practically everyone, except the absolute poorest, now having at least
one. It is therefore the capitalists’ dream commodity, since in the Philippines with its over 100
million population, it has a vast market. Th e industry also involves not just a one-time purchase
of the mobile phone itself. It requires a subscription by its owner, either post- or prepaid, for
services by a mobile-phone operator. The units themselves are replaced every so often; for
many, once in two years.Local mobile phone subscriptions in the Philippines now number 120
million, exceeding the country’s 100 million population, making it the 13th biggest mobile phone
market in the world.4The industry is therefore one of the few industries in which the country’s
runaway population growth provides an industry an important advantage: a huge market, a
captive one for PLDT’s Smart and Globe. Indeed, the brand names “Smart” and “Globe” have
become household words in even the remotest parts of the archipelago.As early as 2009, The
Economist magazine had explained how important mobile phones are, that these are the “tools
of economic empowerment for the world’s poorest people. These phones compensate for
inadequate infrastructure... making markets more efficient and unleashing
entrepreneurship.”5The mobile phone industry, according to one estimate, contributes 3.8
percent, directly and indirectly, to global GDP. Of that, 2.2 percent goes to improving
productivity.6Telecoms, partly because mobile phones are not luxuries but necessities and
partly because of its product life cycle, has been among the most profitable industries that has
emerged since the past decade.7Yet we have given away such a lucrative new industry, a major
tool for economic development, to foreigners — when nearly all Asian countries, even the most
advanced countries, either have reserved it for their states and nationals or allowed only minority
foreign players, as discussed in Chapter 2.The mobile phone market has become a huge profit-
generator for service carriers and device manufacturers, with such companies as China Mobile
exploiting the vast China market; Verizon Communications and AT&T, the US; Vodafone, in
France and Europe; Nippon Telephone and Telegraph in Japan and elsewhere; and Deutsche
Telekom in Germany and Europe.With the huge revenues generated by this sector, telcos have
entered Forbes magazine’s roster of 100 biggest corporations (by revenues) in the world, which
only a decade ago was dominated by finance, oil, and car companies. Even the bulk of revenue
generated by erstwhile computer and appliance manufacturers such as Apple, Samsung
Electronics, and LG Electronics, now comes from the sale of smartphones.Foreigners’



dominance of our lucrative telecom industry has resulted in a huge outflow of capital from the
country. As discussed in Chapter 11, profits generated by foreign shareholders of PLDT and
Globe amounted to a staggering $9 billion from 2000 to 2015, equivalent to about seven years’
foreign investment inflows, which means a reverse flow of capital — a decapitalization of a
capital-deficient country.PLDT, in fact, has become the biggest profit-center for Salim’s First
Pacific Co. Ltd., dwarfing those from other firms that his family had owned in his home country,
Indonesia, for three decades.It is a travesty of our sovereignty, this surrender of our telecom
industry to foreigners. Telcos deliver not just any service or product; it fulfills a nation’s
requirement for fast and efficient communications, which is crucial for economic activity as well
as citizens’ welfare.Telcos’ mobile-phone operations depend on two things that a sovereign state
such as the Philippines possesses, the use of which the state has the sole power to authorize: A
captive market made up of citizens of the nation, and the use of its limited natural resources —
the radio spectrum that is the medium for mobile telephony. Both fall within the ambit of a
sovereign nation’s prized but limited assets, the same way airline-landing rights, exclusive
economic zones, and mineral resources are.The framers of our Constitution had the wisdom to
put a threshold on foreign ownership of telcos and other public utilities. They couldn’t have
foreseen though that the Constitution and our laws could be so blatantly defied by two Philippine
Presidents.With the Constitution’s restrictions on foreign investments in public utilities, the
takeover of PLDT involved government corruption on the biggest scale ever.It was President
Joseph Estrada — the only Philippine president impeached for large-scale graft, legally called
“plunder” — who made possible the sale of PLDT’s controlling shares to the Indonesian
magnate Salim in 1998. Estrada allegedly received P3 billion for his critical help, according to
several accounts, including that by Securities and Exchange Commission chairman at that time,
and now Foreign Affairs Secretary Perfecto Yasay, Jr., as discussed in detail in Chapter
6.Fourteen years later, it was President Aquino III through the SEC who allowed Salim
specifically and foreigners in general to fend off the Supreme Court’s crystal-clear decisions in
2011 and 2012 — declaring such control of our telcos as violating the Constitution’s provisions
against foreign control in public utilities, as discussed in Chapter 9, The surrender to foreign
interests of our strategic telecom industry is one of Aquino’s biggest malfeasances against the
nation, a blight on our national sovereignty.Salim’s takeover of PLDT could not have been
undertaken without the intervention of Estrada, who got away with it unquestioned because of
his immense popularity at the time, as Filipinos uncritically believed his slogan “Erap para sa
Mahirap.”Salim’s takeover of PLDT by law required the SEC’s clearances because it was a listed
firm, and the transaction involved a major change in ownership. Yasay, SEC chairman at that
time, claimed that when he refused to follow Estrada’s order not to question the PLDT sale, he
was suspended on flimsy graft allegations and replaced with a more cooperative head.Yasay
alleged that Estrada used his presidential powers to allow the Indonesian tycoon Salim through
First Pacific to get control of PLDT, and received between P1 billion and P3 billion for doing so.In
an interview in 2015, Estrada dismissed this allegation, although he admitted facilitating the



takeover. He did it, he said, “just to help” his friend “Tonyboy (Cojuangco),” whose family’s
controlling indirect shares in PLDT were sold to Salim through his Hong Kong-based investment
firm First Pacific Co. Ltd. Readers may judge for themselves who is lying and who is telling the
truth on the basis of the facts presented in Chapter 6 of this book.When informed that First
Pacific would take over PLDT, Chinese-Filipino tycoon Alfonso Yuchengco (who had been a
minority stockholder of PLDT ever since Filipinos acquired it from a US firm in 1967) told Estrada
that he would organize a Filipino consortium to make a counter-offer against “the Indonesian
group”. He emphasized that he, in fact, had the right as an existing stockholder to make a
counter-bid.Estrada allegedly replied to him, “I am already committed.” Yuchengco claimed that
he was threatened that his only son would be put in jail on trumped-up drug charges if he did not
cooperate in the deal to let First Pacific take over the telephone company. Concerned about
what could happen to his only son, Yuchengco buckled under the intimidation. Details about this
allegation are discussed in Chapter 6, with sources and evidence presented.PLDT’s and
Globe’s breaching of the 40 percent constitutional limit was actually the consequence of their
rush into the emerging cellphone industry at that time.PLDT’s takeover in November 1998 didn’t
breach the 40 percent constitutional limit at that time, since First Pacific’s 17 percent shares plus
about 15 percent held by foreigners in the stock market totaled only 32 percent. It did so
however about a year later as a result of its acquisition of Smart Communications, the leading
cellphone firm at that time, to a great extent due to the Japanese telecom giant NTT’s
technology and capital investments. This buyout was crucial in rocketing the PLDT, through
Smart into that emerging lucrative business, since its cellphone firm Pilipino Telephone Co.
(Piltel) was deep in debt and was floundering.PLDT purchased Smart Communications in
September 1999, and absorbed it as a 100-percent owned subsidiary. The giant Japanese telco
NTT’s 37.2 percent equity in Smart was converted to 7.8 percent of PLDT shares. In addition,
NTT purchased PLDT’s newly issued shares for $361 million, which accounted for 7.2 percent of
its capital — providing the firm with a much-needed injection of capital.As a result of these
transactions, the Japanese telco’s equity in the firm totaled 15 percent. On the other hand First
Pacific’s 56.4 percent shares in Smart were also converted into PLDT shares, bringing its former
17 percent in the telco acquired in November 1998 to 22.8 percent.8 The equity of these two
foreign firms, First Pacific and NTT, therefore totaled 37.8 percent, and with 15 percent held by
other foreign investors through the stock market, total foreign ownership of the telco was 52.8
percent, way past the constitutional 40 percent ceiling.9Did any regulatory body raise an alarm
over this violation of the Constitution? Of course not, as Estrada himself had already sent the
strong message for his government to stay out of the way. The signing ceremonies for these
agreements were even held in Malacañang, with President Estrada as the ceremonial witness.
Estrada would even brag that the takeover of PLDT by First Pacific, and its strategic agreement
with NTT, demonstrated that his administration was bringing in much-needed foreign
investments.In its press release on the deal, First Pacific even emphasized: “All government and
regulatory approvals required for the completion of the transactions have been obtained,



including the approvals of the National Telecommunications Commission, the Securities and
Exchange Commission and the Bureau of Internal Revenue.”The second firm in the telecom
duopoly in the Philippines, Globe Telecom, similarly breached the 40 percent limit on foreign
capital in the telecom industry in its rush to be a big player in the cellphone business. It most
likely also felt that if PLDT could breach the 40 percent limit on foreign ownership, it could also
do the same.Hit in the late 1990s by fraudulent and delinquent accounts representing half of its
claimed subscriber base, Globe in 2000 purchased Isla Communications, its big move to double
its customers. But because of the equity in Isla of the German telecom giant Deutsche Telekom
(through its subsidiary DeTeAsia), and with Globe not having enough cash to buy off the
Germans at that time, the company’s foreign ownership, with its main partner Singapore
Telecom’s 29 percent, reached 54 percent, breaching the 40 percent limit.To skirt this
constitutional provision, it contrived, as discussed in Chapter 9, the preferred-voting shares
scheme, which PLDT would mimic only 11 years later. Perhaps financially strapped, Globe
would allow Singtel to buy DeTeAsia’s shares when it later divested, bringing the Singapore
state firm’s holdings to 47 percent, making it the telco’s biggest stockholder, after Ayala Corp.
with 30 percent.The Supreme Court tried to be the last defender of the Philippines’ sovereignty
and integrity. A bold and patriotic stockholder, the late Wilson Gamboa, filed a case in 2007
alleging that PLDT violated the constitutional limits on foreign ownership.Despite tremendous
pressure put on it, the High Court upheld Gamboa’s complaint in its decision promulgated June
28, 2011 with 10 of the 13 justices concurring. Under a new chief justice the Court affirmed its
ruling with finality on October 9, 2012, with 10 of the 14 justices concurring, with the newly-
appointed fourteenth justice abstaining.However, we have a weak state, and the SEC chairman
Teresita Herbosa, allegedly under Aquino’s orders, practically ignored the Court’s decision, and
issued a memorandum that allowed foreigners to continue controlling PLDT and Globe.It is
astonishing that a Supreme Court decision could be so utterly ignored by a regulatory body, and
on a crucial matter involving the nationalist directives of the Constitution.The Court ruling was as
clear as any statement could be, leaving no room for misinterpretation: “The 60-40 ownership
requirement in favor of Filipino citizens must apply separately to each class of shares, whether
common, preferred non-voting, preferred voting or any other class of shares.” [Emphasis in the
original]10Instead, the SEC chairman’s order to implement the Supreme Court decision
stipulated that foreign ownership is determined by the combined number of shares of stock,
regardless of the class of shares.11To mask its breach of the 40 percent limit on foreign
ownership, PLDT in 2012 issued an entirely new class of shares — 150 million “Voting Preferred
Shares” — valued at P150 million (or P1 per share, or a fraction of common shares’ P5 par) to
pad the number of its total shares and thus reduce the percentage of foreign ownership through
an accounting trick.Globe actually had adopted such a scheme to evade the constitutional limits
much earlier in 2001, when it issued 129 million voting preferred shares valued at 1/10 of the
P50 par value of its common shares, in order to portray that the company is majority Filipino-
owned. This scheme is discussed in detail in Chapter 9.The farce is so easily exposed by the



fact that the amount of dividends received by the Filipino owners of these voting preferred
shares, $86 million, are less than one percent of the dividends received by foreigners on their
common shares, which was $9 billion from 2000-2015.It is indeed astonishing how the foreign-
controlled PLDT and Globe have fooled the nation, which can be explained by the massive
incompetence, or complicity, of our political leadership and by media.Even the radical Left, led
by the Communist Party of the Philippines, which had been the most vociferous in exposing and
opposing in the past US control of our strategic industries has become mute in the case of an
Indonesian magnate, Japanese firms, and a Singaporean state firm’s control of our
telecommunications industry. There were allegations several years back that one of the
cellphone firms had been paying the communist-led New People’s Army “revolutionary taxes” in
order for the guerillas not to destroy its cell sites in distant areas that were difficult for the armed
forces and the police to guard.I am sure dear reader, you would find it shocking how the SEC
defied the Supreme Court’s order, if they would take the effort to plod through the technicalities,
as explained in Chapter 10.Lawyer Jose M. Roy III and several other stockholders in 2013 filed a
petition with the Supreme Court, asking it to rule that PLDT had not complied with the Court’s
2011 and 2012 decisions, to order the SEC to rescind its memorandum that defied its rulings,
and to require the body to implement its rulings.After two years though, the Supreme Court has
not acted on Roy’s petition, and its landmark decisions in 2011 and 2012 in effect have not been
implemented.PLDT itself since 2012 has included as among the risks it faced in its required
annual reports to the US SEC, the information that the Court — or the SEC in a post-Aquino
regime — may still rule that it is in violation of the Constitution:“We cannot assure you that the
Philippine SEC or the other relevant authorities in the Philippines will view shares of Voting
Preferred Stock … is in compliance with the 60% to 40% Filipino-alien equity requirement as
provided for under the Philippine Constitution. As a result, PLDT may be subject to certain
sanctions imposed by the Philippine SEC, which may have a material and adverse impact on our
reputation, business, financial position and prospects.”97
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MaCe, “I'm so happy it's made available now in Amazon as i have .... I just bought and scanned
this. I'm so happy it's made available now in Amazon as i have waited for this since October last
year. My mother went home to the Ph and stayed 3 months (dec-feb) in the summer capital. This
book (and a few i requested) were not available in NBS (national book store)??? The respected
author has been researching and writing about the real owners of Telecom in the Philippines in
his Manila Times column since 2014. So to me, this is a compilation of his research that i can
keep.I've been away from my country for 7 years. I started reading on Ph when Typhoon Haiyan
happened, MORE after #SAF44 tragedy. The first broadsheet i trusted was Manila Times, and R.
Tiglao is one of the few credible journalists i trust. He doesn't belong to Ph MSM.Filipinos (both
in the Ph and outside of the country) may think the Philippines was better under Noy Aquino's
presidency. NO. It started to become worst after ousting President Ferdinand Marcos. The
oligarchs removed FEM only to own the country as their cash cow. Not content with that, they
have sold Philippine public utilities to foreigners. So yes, it was way better during FEM's time.I
give 5 stars even knowing what i will read about but hey, refresher course ”

Richardson Labalan, “Well researched, must read for any Filipino Nationalist.. Reading this book
reinforced my long held view that nationalism is dying in the Philippines.Even though the
Supreme Court still holds firms to the principles of our Nationalist constitution, majority of the
Filipinos are unaware that most of the big conglomerates in the country are now owned by
foreigners. This lack of awareness or concern about what is happening in the country, I believe
was intentionally done by misguided policies. You can't have a conversation now about
Nationalist issues without being labeled as an activist, a Yellow sympathizer, or worse a
Communist... These labels effectively drowns the conversation.Instead of the local media (and
even the local Communist Party) exposing this blatant disregard of our constitution, they
somehow pick on China. We are now so divided, that nationalism is somehow a taboo topic for
the youth or a divisive issue between pro or anti-government people.Something must be done to
reverse this trend, and I still believe there is hope.”

RANDY CUBILLO, “Hooray. This is a revealing issue that we ought to digest and share to the
uninformed souls. The lies and lawlessness of our private corporations are exposed in this book.”

Ebook Tops Reader, “Excellent Reading. A good insight into things Philippines :)”

Wiz, “Great book to read and an eye opener.. Book is a little pricier. Could have been cheaper by
$10. Have read a few pages so far. And I am already happy to conclude that this is a great book
and read. Hope more people would read this to open up their mind to other perspectives. Have
also bought his other books and was satisfied with it.”



Nikhil Varma, “A must read. The investigative journalist does a tremendous job of digging deep
and taking out some explosive details.”
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