
what is a pma business

what is a pma business is a question that many entrepreneurs and investors
encounter when exploring international business opportunities, especially in
the Philippines. A PMA business, or Philippine-registered Foreign-Owned
Corporation, refers to a company established in the Philippines with foreign
ownership. This type of business structure is subject to specific regulations
under Philippine law that govern foreign equity participation, investment
restrictions, and operational guidelines. Understanding what a PMA business
entails is crucial for foreign investors seeking to enter the Philippine
market legally and efficiently. This article provides a comprehensive
overview of what is a pma business, including its legal definition, benefits,
registration process, and compliance requirements. Additionally, it
highlights the differences between PMA businesses and other business entities
in the Philippines. The detailed explanation aims to assist prospective
investors and business owners in making informed decisions about establishing
a PMA business.
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Definition and Legal Framework of a PMA
Business
A PMA business, or a Philippine-registered Foreign-Owned Corporation, is a
company incorporated in the Philippines with at least 40% foreign ownership.
The term "PMA" stands for "Philippine Manufacturing Act," historically
connected to the Foreign Investments Act of 1991, which regulates foreign
participation in Philippine businesses. This legal framework allows
foreigners to invest and operate businesses in the Philippines while
complying with constitutional limits on foreign ownership. The Securities and
Exchange Commission (SEC) is the primary government agency responsible for
the registration and regulation of PMA companies. The legal framework ensures
that foreign investors can contribute to the Philippine economy while
protecting national interests by imposing ownership restrictions in certain



sectors.

Foreign Investments Act of 1991
The Foreign Investments Act (FIA) of 1991 is the cornerstone legislation
governing PMA businesses. It liberalizes foreign investments by allowing up
to 100% foreign ownership in most sectors, except those reserved for Filipino
citizens or where constitutional restrictions apply. The FIA outlines the
conditions under which foreign investors can participate, the registration
process, and the reporting obligations to government agencies. This act also
promotes the Philippine economy by encouraging foreign capital infusion while
ensuring compliance with national laws.

Securities and Exchange Commission Regulation
The Securities and Exchange Commission (SEC) oversees the registration of PMA
corporations. Foreign investors intending to establish a PMA business must
file incorporation documents with the SEC, including the Articles of
Incorporation and By-laws, which specify the foreign ownership percentage,
business purpose, and capital structure. The SEC ensures that the company
meets the legal requirements for foreign ownership and that the business
activities are permitted under Philippine law.

Benefits of Establishing a PMA Business
Setting up a PMA business in the Philippines offers several advantages for
foreign investors. These benefits include legal recognition, access to the
local market, and the ability to fully or partially own a corporation in the
country. Understanding these advantages helps investors evaluate the
potential of their business ventures in the Philippines.

Full or Majority Foreign Ownership
One of the primary benefits of a PMA business is the ability to maintain full
or majority foreign ownership, depending on the industry. Unlike other
business structures that limit foreign equity, a PMA corporation can have up
to 100% foreign ownership in most sectors, providing greater control and
flexibility for foreign investors.

Access to Philippine Market and Resources
A PMA business allows foreign investors to tap into the growing Philippine
economy, which offers a strategic location, a young workforce, and a large
consumer base. This access facilitates business expansion, partnerships, and



participation in various industries such as manufacturing, services, and
trade.

Legal Recognition and Protection
Operating under the PMA structure provides legal recognition and protection
under Philippine laws. This ensures that foreign investors’ rights are
safeguarded, contracts are enforceable, and business operations comply with
regulatory standards.

Registration Process for a PMA Business
The process of registering a PMA business involves several steps to ensure
compliance with Philippine laws and regulations. It requires careful
preparation of documents and adherence to government procedures.

Preparation of Incorporation Documents
The initial step involves drafting the Articles of Incorporation and By-laws,
specifying foreign ownership, the company’s purpose, capital structure, and
the names of incorporators. These documents must comply with the SEC’s
prescribed format and requirements.

Filing with the Securities and Exchange Commission
After preparing the necessary documents, the next step is to file them with
the SEC. The SEC reviews the application to ensure it meets all legal
requirements. Upon approval, the SEC issues a Certificate of Incorporation,
officially recognizing the PMA business.

Additional Registrations and Permits
Once registered with the SEC, the PMA business must secure other permits and
registrations, including:

Business Permit from the local government unit (LGU)

Tax Identification Number (TIN) from the Bureau of Internal Revenue
(BIR)

Registration with the Social Security System (SSS), PhilHealth, and Pag-
IBIG Fund for employee benefits



These registrations are essential for legal operation and compliance with
labor and tax laws.

Ownership and Investment Restrictions
While a PMA business allows substantial foreign ownership, there are
constitutional and legal restrictions that investors must consider. These
limitations are designed to protect national interests and regulate foreign
participation in certain sectors.

Constitutional Limits on Foreign Ownership
The 1987 Philippine Constitution restricts foreign ownership to a maximum of
40% in certain industries, such as land ownership, public utilities, and
media. PMA businesses operating in these sectors must comply with these
restrictions. Foreign investors often partner with Filipino citizens to meet
these requirements.

Foreign Investment Negative List
The Philippine government maintains a Foreign Investment Negative List, which
outlines the sectors where foreign ownership is limited or prohibited. This
list is periodically updated and must be consulted before establishing a PMA
business to ensure compliance.

Minimum Capital Requirements
There are also minimum paid-in capital requirements depending on the business
activity. For example, a minimum of USD 200,000 paid-in capital is generally
required for foreign-owned corporations, although this can be reduced under
certain conditions such as employing Filipino citizens or engaging in
specific industries.

Compliance and Reporting Requirements
Maintaining a PMA business requires ongoing compliance with Philippine laws,
including regular reporting and tax obligations. Failure to comply can result
in penalties or revocation of business permits.

Annual General Information Sheet (GIS)
The PMA business must submit an Annual General Information Sheet to the SEC,
detailing the company’s current officers, directors, and shareholders. This



ensures transparency and regulatory oversight.

Tax Compliance
PMAs are subject to Philippine tax laws, including income tax, value-added
tax (VAT), and withholding taxes. Timely filing of tax returns and remittance
of taxes to the Bureau of Internal Revenue is mandatory.

Labor and Social Security Compliance
The PMA business must comply with labor laws, including employee benefits and
social security contributions. Registration with the SSS, PhilHealth, and
Pag-IBIG Fund is required, along with remittance of contributions.

Differences Between PMA and Other Business
Entities
Understanding how a PMA business differs from other business structures in
the Philippines is essential for choosing the appropriate entity for
investment or operation.

PMA vs. Domestic Corporation
A domestic corporation is 100% owned by Filipino citizens, whereas a PMA
business can have substantial foreign ownership. The domestic corporation is
suitable for purely local investors, while the PMA caters to foreign
participation.

PMA vs. Branch Office
A branch office is an extension of a foreign company and operates under the
parent company’s license. In contrast, a PMA business is a separate legal
entity incorporated in the Philippines, offering more autonomy and local
presence.

PMA vs. Representative Office
A representative office cannot engage in profit-generating activities and is
limited to promotional or liaison functions. A PMA business, on the other
hand, can conduct full business operations and generate income within the
Philippines.



Summary of Key Differences

Ownership: PMA allows foreign ownership; domestic corporations do not.

Legal Status: PMA is a separate legal entity; branch offices are
extensions.

Business Activities: PMA can engage in full business operations;
representative offices cannot.

Frequently Asked Questions

What does PMA business stand for?
PMA business stands for Private Managed Account business, which refers to
investment accounts managed by professionals on behalf of individual clients.

What is a PMA business model?
A PMA business model involves offering personalized investment management
services where clients have direct ownership of the assets, but professional
managers handle investment decisions.

How does a PMA business differ from mutual funds?
Unlike mutual funds, where investors pool money together, a PMA business
manages individual accounts separately, providing tailored investment
strategies for each client.

What are the benefits of a PMA business for
investors?
Benefits include personalized portfolio management, direct ownership of
securities, greater transparency, and the ability to customize investment
strategies according to individual goals.

Is a PMA business suitable for small investors?
PMA businesses typically cater to high-net-worth individuals because they
often require higher minimum investments and management fees, making them
less accessible for small investors.



What regulatory considerations apply to PMA
businesses?
PMA businesses must comply with financial regulations regarding fiduciary
duties, disclosure, licensing, and reporting to protect investors and ensure
transparent management practices.

Additional Resources
1. Understanding PMA Business: Principles and Practices
This book provides a comprehensive introduction to PMA (Professional
Management Association) businesses, explaining their structure, purpose, and
benefits. It covers the foundational principles that guide PMA organizations
and how they differ from other business models. Readers will gain insight
into how PMA businesses operate, their regulatory environment, and their role
in professional development.

2. The PMA Business Model Explained
Focusing on the unique aspects of the PMA business model, this book breaks
down the key components that make PMA businesses effective and sustainable.
It includes case studies and real-world examples to illustrate how these
businesses function in various industries. The author also discusses
strategies for growth and member engagement within a PMA framework.

3. Starting a PMA Business: A Step-by-Step Guide
Ideal for entrepreneurs and professionals interested in launching a PMA
business, this guide walks readers through each stage of the process. From
legal considerations and registration to marketing and management, it covers
essential topics to ensure a successful start. Practical tips and checklists
help readers avoid common pitfalls.

4. Managing PMA Businesses for Success
This book delves into effective management techniques tailored specifically
toward PMA businesses. It explores leadership styles, organizational
structure, and financial management within the context of professional
management associations. Readers will learn how to foster collaboration,
maintain compliance, and drive business growth.

5. The Legal Framework of PMA Businesses
Understanding the legal aspects of PMA businesses is critical, and this book
addresses those concerns thoroughly. It covers regulatory requirements,
contract law, intellectual property, and dispute resolution relevant to PMA
entities. The book also discusses how to navigate legal challenges and
maintain ethical standards.

6. Marketing Strategies for PMA Businesses
Focused on the marketing needs of PMA businesses, this title offers
innovative strategies to attract and retain members or clients. It highlights
digital marketing, branding, and community engagement tailored to the



professional management sector. Practical advice on building a strong
reputation and leveraging networking opportunities is also provided.

7. Financial Management in PMA Businesses
This book explains the financial principles and practices crucial for
operating a PMA business successfully. Topics include budgeting, accounting,
funding sources, and financial reporting specific to PMA organizations.
Readers will learn how to maintain financial health and make informed
investment decisions.

8. Technology and Innovation in PMA Businesses
Exploring the role of technology in modern PMA businesses, this book
discusses how digital tools and innovations can enhance operations and member
services. It covers software solutions, data management, and online
collaboration platforms that support efficient business processes. The author
also highlights emerging trends shaping the future of PMA businesses.

9. Case Studies in PMA Business Success
This compilation of case studies showcases a variety of successful PMA
businesses from different sectors and regions. Each case provides insights
into the strategies, challenges, and achievements experienced by these
organizations. Readers can learn valuable lessons and best practices to apply
in their own PMA business ventures.
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