
Revenue Enhancement And                
Progress (REAP) Project for LGUs

Why is GEM implementing the REAP Project?

Many local government units (LGUs) in the Autonomous Region 
in Muslim Mindanao (ARMM) and other conflict-affected areas in 
Mindanao (CAAM) remain overly-dependent on funding from the 
central government, in the 
form of the Internal 
Revenue Allotment (IRA). 
Most municipalities  are 
still generating only token 
amounts of the “own-
source revenues” allowed 
under the Local 
Government Code 
(Republic Act No. 7160).

Three out of every five 
ARMM municipalities on 
average derived less than 
1% of their total income 
from the collection of 
own-source revenues 
during 2002-2006. In the 
other CAAM, 65% of 
municipalities on average 
derived less than 10% of 
their total income from 
own-source revenue over 
the same five-year 
period. 

Through this project, as a 
means of encouraging and supporting LGUs to make successful 
efforts to substantially increase the amount of own-source 
revenue collected, the GEM Program is prepared to provide 
various incentives to LGUs that achieve substantial and 
sustainable increases in own-source revenues.

What are the REAP Project's objectives?

1. Encourage and assist LGUs in the ARMM and CAAM to 
realize sizeable and continuing annual increases in local 
revenues; and 

2. Based on implementation experience, develop models for LGU 
own-source revenue enhancement that can be replicated in other 
areas of Mindanao.

Which LGUs are eligible to participate in the REAP Project?

Municipal and city governments in the ARMM and other CAAM 
are eligible to apply for participation in the project. The GEM 
Program will select for participation those LGUs which appear 
likely to be able to substantially increase own-source revenues, 
as evidenced by (a) an LGU's previous efforts to raise local 
revenues, and (b) its readiness and ability to commit qualified 
staff and other resources to sustaining year-on-year increases in 
revenue generation. 

How does an LGU apply to participate in the REAP Project?

The Mayor and Sanggunian must submit a formal request by 
letter to the GEM Program. 

What happens when an LGU is selected to participate in the 
REAP Project?

The LGU and the GEM Program will negotiate and agree on a 
targeted increase in own-source revenue, to be known as the 
Target Milestone for that LGU.

Only those targets which can realistically be sustained from one 
year to the next will be considered as Target Milestones. This 
means that own-revenue increases due to non-recurring events 
like sales of municipal lands or other assets cannot be 
considered as contributing to attainment of Target Milestones.

Certification that a Target Milestone has been reached will be 
provided by the Bureau of Local Government Finance (BLGF), 
based upon the records/data it collects with respect to LGU 
finances. 

The LGU and the GEM Program will discuss and agree upon 
the incentives which GEM may provide to the LGU as and if it 
attains Target Milestones.

The LGU will then formalize its participation in the project 
through a Memorandum of Understanding with the GEM 
Program, stating targets and incentives. 

What incentives may be provided under the REAP Project?

One-third peso's worth of incentives will be provided to the LGU 
for every peso of increased local revenue, net of the historical 
annual growth rate in own-source revenues, inflation rate, and 
population growth rate, and not to exceed PhP2.5 million.

Target Milestone incentives, to be established based on LGU 
priorities, may consist of infrastructure facilities to be provided 
by the GEM Program under its existing delivery system.  
Infrastructure facilities may include:

l Road construction or rehabilitation
l Gymnasiums
l Water supply systems
l Concrete lining of irrigation canals
l Community/civic/training centers
l Elevated roofed stages for public events 
l Basketball courts/solar dryers (open)
l Community parks/playgrounds, with playground 

         equipment
l Passenger Waiting sheds
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l LGU “own-source” (or local) 
revenues may be derived from 
taxes on the transfer of real 
property ownership, business 
taxes, practice of professions, 
extraction of sand, gravel and 
other quarry resources from 
public lands and waters, 
operation of places of 
amusement, and printing and 
publication. Revenues may also 
be derived from fees and 
charges on the sealing and 
licensing of weights and 
measures, use of municipal 
fishery resources, and use of 
public utilities.
l LGU “total income” consists of 
own-source revenues + external-
source revenue , such as the 
IRA, inter-local transfers, grants, 
shares from national tax 
collections, and donations.

Target increase = average annual increase in local 
revenues over the last five year + population growth rate + 

inflation rate +  increase of 30%-50%     
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In some cases, GEM and the LGU may instead opt for non-
infrastructure incentives, such as:

l Two-way radio systems (to link barangays)

l Service vehicles, e.g. motorcycles for LGU field 
personnel

l LGU libraries (including  bookshelves, desks, chairs, 
etc.)

The GEM Program may also provide participating LGUs with 
“intermediate incentives,” such as computers with printers,  
conference room sound systems, etc.  These would be 
provided once the participating LGUs had reached 
“Intermediate Milestones” that are important stepping stones 
leading to the attainment of ultimate Target Milestones  (e.g. 
updating of the local revenue code). The incentives would 
normally be equipment or facilities that would be helpful to the 
LGU in its effort to attain Target Milestones.

LGUs that have attained their Target Milestone revenue levels 
and completed their initial participation in the REAP Project 
may, subject to USAID concurrence, be eligible for a new 
round of targets and incentives.

What other support might GEM provide to participating 
LGUs?

The GEM Program will: 

l Help LGUs to identify promising revenue sources -  
principally based on assessments of the LGUs' past 
experience in revenue generation, the structure of the 
local economy, available natural resources, and other 
relevant factors. The assessments will consider the 
economic and political feasibility of any proposed revenue 
measure. 

l Provide technical assistance and training to enable the 
LGU to prepare and execute a Local Revenue Generation 
Plan that details the steps to be taken in raising own-
source revenues. 

l Assist the LGU in preparing or updating relevant 
ordinances pertaining to own-source revenue. 

l Assist the LGU in preparing an information campaign to 
enlist support from business groups, professionals, 
community organizations, and taxpayers in general.

What benefits could LGUs derive from participating in the 
REAP Project?

Increasing revenue streams will help address the persistent 
difficulties most LGUS have in finding funding for their 
development priorities, and enable them to improve the 
delivery, quality and range of public services or facilities. 

For more information, interested LGUs may contact:

The REAP Project Manager
Growth with Equity in Mindanao (GEM-3) Program 
2/F Damosa Business Center
Damosa Complex, Angliongto Ave.
Lanang,  Davao City 8000
Telephone (082) 234-7720
Fax (082) 234-3060
Email: esalmani@mindanao.org
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