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THE SECURITIES and Exchange 
Commission (SEC) said that cor-
porations must o�  cially start 
their business operations within 
fi ve years of formation, or their 
incorporation certifi cate will be 
revoked.

The SEC released Memoran-
dum Circular (MC) No. 19 on Oct. 
26, providing rules for declaring 
companies delinquent and can-
celing their registration under 
sections 21 and 177 of the Revised 
Corporation Code.

“The guidelines cover corpora-
tions which have failed to formally 
organize and commence their 
business within fi ve years from the 
date of their incorporation,” the 
commission said in a statement.

At the same time, the rules ap-
ply to “those [corporations] which 

have commenced operations but 
became inoperative for at least fi ve 
consecutive years, and to corpo-
rations which have failed to file 
their reportorial requirements 
three times, consecutively or in-
termittently, within any fi ve-year 
period,” the SEC added.

Under the MC, the SEC said 
that it will tag a corporation with 
a “revoked status” the day after the 
end of the fi ve-year period, and will 
then issue an order of revocation 
to the corporation.

Corporations with revoked 
status may file a petition to lift 
the order of revocation at any 
time, the commission noted. 
Once approved, the SEC will 
issue an order lifting the delin-
quent or revoked status of the 
corporation.

“Petitions of corporations with 
pending intra-corporate dispute 
between two or more groups 
claiming ownership or right over 
the same, shall only be accepted 
upon the finality of a court deci-
sion resolving the intra-corporate 
controversy,” the SEC said. 

The SEC will also issue a show-
cause order to corporations that 
have been continuously inopera-
tive for fi ve years, requiring them 
to explain why they should not be 
declared delinquent.

A corporation will be declared 
delinquent if it fails to justify 
its continuous inoperation, the 
commission said. This means the 
SEC will no longer process trans-
actions such as the corporation’s 
applications for amendment 
of its articles of incorporation, 

amendment of its license, con-
version to a one-person corpora-
tion, among others.

“A corporation with delinquent 
status due to continuous inop-
eration shall have two years from 
receipt of order of delinquency to 
resume operations, through the 
submission of proof of its opera-
tions, such as income tax returns, 
mayor’s or business permits, con-
tracts, and receipts for payment 
of real estate tax, as well as other 
similar documents,” the SEC said.  

Corporations, the commission 
also said, will be placed under de-
linquent status for failure to file 
their fi nancial statements and gen-
eral information sheet for three 
times, consecutively or intermit-
tently within a period of fi ve years. 
— Revin Mikhael D. Ochave 
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