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AGRARIAN REFORM SUPPORT PROGRAM (492-0431)
PROGRAM ASSISTANCE APPROVAL DOCUMENT
 

SU14MARY AND REOIMEMDATIONS
 

I. Grantee: The Government of the Philippines (GOP). 

2. Impleimnting Agencry: The Presidential Agrarian Reform Council (PARC). 

3. Amount: U.S. $50 million.
 

4. Terms and Source of Funds: Grant from Economic Support Fund.
 

5. Program Purpose: 
 To assist the GOP in agrarian reform efforts.
 

6. Program Definition: The program will provide 147.5 million in support
of the Specia] Agrarian Reform Fund and(SARF) $2.5 million to finance
monitoring and evaluation services required under the Program.
 

7. Grantee Cootribution: Although there is no requirement for counterpart
funding, the GOP intends to finance CARP activizies in calendar year 1989amount V6.2in the of billion (approximately $329 million) with expected
expenditures of 0l.3 billion (or approximately 562 million). 

8. Grant Request: The GOP has requested A.I.D. to participate in
providing funding to the Comprehensive Agrarian Reform Program (CARP)
(see Annex C). + 

9. Mission Views: 
 The Mission Program Committee recommends that the PAAD
be forwarded to the ANE Bureau for review and comment and thatauthorization of the Program be redelegated to the Mission in order to
facilitate negotiations and ease administrative requirements.
 

10. Statutory Requilrewnts: All statutory criteria have been met.

Program Statutory Checklist, Anne' E. 

See 

11. Recammatlon: Authorization of of U.S.a grant $50.0 million if 
negotiations do not significantly alter the Program in form or substance. 

12. Program Committee: 
 USAID Program Committee Members were:
 

ORAD:KPrussner DRM/ PRO: DAD' Antonio 
ORAD: RGarner 
 CO: JRedder
 
OD/PE:PDeuster CO:CRazo 
OD/PE:PKlem CO:SDiama 
OCP:REJordan OCP:DPagcaliwagan 
OCP:MHauben 
 RLA:BMMililer
 
DRM/ PD ID: MImhof f 
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EXECUTIVE SUMMARY
 

Land tenure relationships have been a politically charged issue inthe
Philippines for many decades. 
 A succession of Philippine administrations have
made a series of attempts to implement lasting agrarian reform; however, the
political will behind these efforts has often been limited, and none have been
truly successful. However, the Comprehensive Agrarian Reform Program (CARP)
initiated Dy President Corazon Aquino and refined by both houses of the
Philippine Congress reflects a broad consensus throughout the Government of
the Philippines (GOP) on 
the need for agrarian reform. 
 fhe U.S. Congress
clearly demonstrated its desire to signal its support for agrarian reform in
the Philippines by earmarking $50 million in Economic Support Funds 
(ESF) to
support the GOP's efforts 
inthis crucial area. The Agrarian Reform Support
Program~i (ARSP) will assist the GOP by providing financial assistance in
support of agrarian reform efforts.
 

In 19U2, policymakers recognized the pressures for land reform inthe
Philippines, and the H.S. Congress recognized the p inciple of the
desirability of an agricultural base consisting of small, independent working
farmers in the Organic Act of 
1902. 

attempts at 

The American colonial government's early
lana reform were short-lived, however, and popular resentment
against landowners fueled agrarian unrest inthe 
1930s. In 1935, the
Philippines' Commonwealth Government passed legislation designed to reform
land tenurial conditions. 
 Again, however, political will for implementation
and enforcement was lacking.
 

The Philippine Land Reform Act of 1955 was President Magsaysay's attempt
to address the root of the agrarian problem. Unfortunately, it turned out to
be unaerfinanced and poorly administered, and its 
implementation slowed
dramatically after Iagsaysay's death in 1957. 
 As extremely high population
growth continued to put ever greater pressures on 
limited arable land, the
issue of land reform became even more visible.
 

In 1972, inpart to stave off criticism for his declaration of iwartial
law, President Marcos expanded a program of land reform for all tenanted rice
and corn lands initiated under his predecessor, President Macapagal. 
 Some
land transfers did take place in the early years of this program; however,
I'arcos 
lost interest in the program long before it had achieved its aims.
 
Tenanted and landless agricultural workers' call for lana reform was one
of the major issues during the Presidential election campaign in late 1985 and
early 1986. 


promised to 
Shortly after coring to power inFebruary 1986, President Aquino
initiate a land reform program which equitably distributed land to
its tillers. 
 This principle isenshrinea inthe Philippine Constitution
ratified in 1987, 
as well as the two subsequent Executive Orders, Nos. 228 and
229 and the Comprehensive Agrarian Reform Law (RA 6657) executed in June 1988.
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The Constitutional provisions, the two Executive Orders, and the new
legislation pertaining to comprehensive agrarian reform all emphasize
considerations of social justice as the primary justification for public
policy intervention inthis 
area. Nevertheless, the GOP believes that the
CARP, once implemented, will enable the Philippines' agricultural 
sector to
revive and develop its full potential through an improved incentive structure
and increased production. 

The CARP includes both 
land transfer activities, other non-land transfer
distributive activities and support services. All land devoted to or suitablefor agriculture iscovered under the program with the exception of ancestral
lands, lands reserved for national defense, wildlife preserves and schools.
Non-land transfer distributive activities under the program include production
sharing agreements, certain corporate landownership schemes, and a forestry
program aimed at 
improving agroforestry productivity and ecological
stability. 
 Support services include the construction of rural roads,
irrigation systems, post harvest facilities as well as production credit andother farm inputs. The GOP plans to implement CARP over three phases and tocomplete all agrarian reform activities under CARP by 1997. 

The United States Congress, recognizing the importance of the 
land reform
issue, earmarked 150 million inEconomic Support Funds (ESF) to assist the
Philippines' agrarian reform program in December 1987, provided certainconditions were met by August 31, 1988, as they were. 
 The Agrarian Reform
Support Program (PRSp) will assist the GOP's efforts at agrarian reform by
providing financial assistance in support of the implementation of CARP.
 
Although CARP is not the only GOP program directly related to agrarianreform, p 
se, it is the largest and has been judged effective. A.I.D.
expects tatT47.5 million of this assistance will be used as 
program support
to the Special Agrarian Reform Fund (SARF), 
the GOP's budget for agrarian
reforgi implementation activities under CARP. 
The remaining $2.5 million will
be set aside to finance the expected costs to monitor and evaluate ARSP.
Dollar grant funds identified as 
program support to SARF will be disbursed in
tranches based on GOP requests and progress made against physical performance
indicators and budget requirements which reflect the GOP's success at
implementing CARP. If implementation of the program is rapid, then the GOP
could avail of the entire $47.5 million within one year; however, if the
program's implementation turns out to be slower than the GOP is 
now
projecting, the grant morey could be available to the GOP for up to 24 months
after program initiation. 
 All contracting for monitoring/evaluation services
will follow a direct contracting mode with direct payments being made.
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/RSP is designed as a sector assistance grant to assist the GOPmeeting its objectives for CARP over the next two years. 
in 

Although it would be
difficult to speculate on the success of CARP over its intended 10-year
implementation life, itcan be said with a 
degree of certainty that CARP
implementation over the next two years isfocussed, the necessary
implementation guidelines are in place and the idea to bring all tenant rice
and corn land under private ownership enjoys general political consensus. 
The ARSP is not designed to have an impact on policy reform but on policy
implementation. If progress slows dramatically and/or policies changeradically to warrant no further assistance insupport of SARF-fundedactivities within CARP, then the Mission would consider renegotiating theterms of the grant agreement or terminate the agreement and deobligating funds. 



BACKGROUND
 

A. Political Setting
 

First 1,000 Days 
The first 1,000 days after Corazon Aquino swept into power through a
popular revolution on February 25, 1986, were marked by fundamental political
changes. 
 Senior judiciary figures were replaced; 
a series of military reforms
began; and democratic institutions were restored.
 

In February 1987, the new Constitution was ratified by an overwhelming
three-fourths majority in a referendum in which 87 percent of all Filipinovoters participated. 
The following May, national elections for the bicameral.
legislature were hell; and inJanuary 1988, Filipino voters elected provincial
governors and municip1 officers. 
 Barangay (village-level) elections were

held in March 1989.
 

President Aquino's administration accomplished a great deal in these first
1,000 days. The personal popularity of President Aquino made for a 
relatively
receptive political climate for reforms. 
 The new government launched a major
economic reform program, which greatly contributed to the economic recovery
(outlined below). Foreign governments signalled their strong support of the
new government and its reform program by greatly expanding official assistance
levels. 
 Slowly, foreign and domestic investors began to regain confidence and
invest in the country again.
 

At the same time, the executive branch began work on 
the important problem
of agrarian reform. The new constitution addresses the need for such reform;
and inJuly 1987, President Aquino signed Executive Order (EO) No. 229, which
included all 
lands suitable for agriculture in the Agrarian Reform program.
After much -Jntroversy 
and many revisions, the bicameral legislature finally
passed Rept'lic Act (RA) No. 6657, the Comprehensive Agrarian Reform Law, in
June. 1988.
 

Next1,000 Days
 

A great deal remains to be done. 
 In her speech of November 21, 1988,
President Aquino laid out her priorities for her remaining tenure in office.
She identified improvements in the pace of implementation of rural
development, particularly new infrastructure projects, and increased revenue,
primarily through tax collection efficiency, among the most important tasks.
 
In addition, the Government of the Philippines (GOP) will 
need to maintain
economic growth, with particular emphasis on encouraging investment. Existing
basic infrastructure needs upgraded and maintained. 
Economic and
administrative reforms now underway must be fully implemented to ensure that
the gains from economic growth are more equitably shared. This includes the
rapid implementation of a comprehensive and equitable agrarian reform program
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for equity and economic aevelopment. Continuing efforts must be made to
increase public accountability at all 
levels of government.
 

Fundamental backdrop
 

The GOP isfaced with a large, even daunting, task. Two decades under the
Marcos regime left a legacy of overcentralizea decision-making and approval
processes and administrative difficulties ingetting resources to rural
 areas. Yet increased attention to these areas 
is imperative. Wide
disparities between regions and between rural and urban areas 
in such
indicators as.income, health and nutrition are only one aspect of the
problem. Rural incomes are, on average, only half that in urban areas.
GUP estimates that 70 percent of all poor families lived inrural areas 
The
 

as of
193b. 
 Expenditures on social and economic services differ substantially
between regions, and resources are concentrated inurban areas.
 

The convening of the Philippine Congress in July 1987 established an
alternative power center. 
 The Aquino administration has now to share its
decision-making authority, and the legislative process inthe Philippines, as
in any democracy, isoften contentious. The expansion of democratic
institutions is a welcome development, but it complicates the process of
obtaining consensus on major reforms. 
 Inaddition, popular demand for
improved delivery of basic public services, such as education, public
utilities, and basic infrastructure, is mounting. Finally, the Aquino
aaministration has to face the continuing pressures of the communist
insurgency and the Muslim separatist movements. The administration's ability
to maintain the momentum of its initial 1,000 days, necessary to carry through
its remaining planned reforms, will largely depend on 
its ability to handle
tnese pressures without undermining economic stability and business confidence.
 

B. Economic Setting
 

Historical background
 

Between 1965 and 1980, real GDP in the Philippines grew by an average b.9
 
percent ana 
GLP per capita grew by an average 3.2 percent. During this
period, the industrial sector grew by an average 8.0 percent. 
 However, this
growth was largely debt-financed, did not reflect real gains in productivity
and investment such as those of the Philippines' ASEAN competitors, and was
not sustainable. 
During that same period the country's total government debt
swelled from $b41 million to $b.2 billion. Massive public and private sector
borrowing from both foreign and domestic sources obscured worsening structural
 
7rabalances in the economy.
 

Three decades of import substitution created an inefficient,

import-dependent and overly capital-intensive, urban-biased industrial
sector. Sustained ;ystematic neglect of rural investment and poor fa'm
policies fashioned an agricultural sector unable to provide raw materials and
local demand essential for expanding rural markets and industrial protection.
An overvalued exchange rate and 
an investment incentive system which
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discouraged exports resulted in an underdeveloped export sector. The GOPincreasingly intervened inthe markets for goods and financial assets, setting
up.monbpolistic structures which often benefitted former President and Mrs.
Marcos and their "cronies.:' 
These exploitations became progressively more
serious, resulting in large-scale waste, inefficiency, mismanagement, andcorruption.
 

In 1980, international market fluctuations began to shake the country,
which is a 
primary commodity exporter, a dependent importer of fuel,major foreign borrower. and aThe GOP continued to rely heavily on foreign savings
to finance a growing investment-savings gap, as
'Iemained low. Ultimately, against a 
domestic resource mobilization


backdrop of global recession, high
interest rates and declining availability of cheap foreign funds,began to contract. In 1982, the economyreal per capita income declined by 0.9 percent,and in 1983, by 1.4 percent. 

The assassination of Benigno Aquino in August 1983 triggeredbusiness confidence, massive capital flight and 
a loss in 

commercial credit. ar abrupt decline in foreignThis accelerated an economic crisis which included the-GOP
calling a debt moratorium in October 1983. The Marcos administratiorinitiated a 
stabilization program, which included a series of planned 
then 

reforms. 
 Some of these reforms were successfully implemented. Interest rates
were liberalized, certain import restrictions were lifted, and commercial
banks were allowed to trade foreign exchange. However, reform 
 efforts werelimited and the political commitment to them.was weak.
to decline, falling by 7.1 percent in 1984 and by 4.1 
Real growth continued
 

percent in 1985. 
 In
1985, inflation rose to 50 percent, aggravated by unwarranted government
expenditures surrounding the 1984 parliamentary and 1986 presidential

campaigns.
 

Post-revolutionary developments
 
With the ascension to power of Corazon Aquino in 1986, real GDP began toexpand after eleven consecutive quarters of economic contraction, and recorded
0.2 percent growth for the year. 
Real GOP growth was 6.4 percent in 1987 and
will probably be about 6.0 percent in 1988. 
 Inflation was brought down to
less than one percent in 1986 and to 3.8 percent in 1987, was about 9 percent
in 1988. Renewed confidence of domestic and foreign investors alike enabledinvestment to grow by 27.J percent in 1987 after several years of sluggish or
negative growth. 
 Imports were greatly liberalized, and massive capital
inflows enabled international reserves to increase from $615 million at the
end of 1985 to $1.7 
billion by end-1986.
 
At the same time, the iquino administration was able to achieve some
important reforms. 
 For most of 
1986 and 1987, the Central Bank allowed the
market to determine the excftange rate, enabling exports to become more
competitive. 
Fiscal 
reform efforts concentrated on
reliance on reducing the government's
indirect taxes and making the tax system less regressive.
end, the government adopted a To this
major tax reform program, which included the
introduction of a value-added tax, a shift to a 
fully ad valorem basis,
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increase inexcise tax rates for cigarettes and liquor, the abolition of most
exemptions from direct and indirect income tax, and subjection of all
government agencies and corporations to audit. A privatization program was
launched. The executive branch drafted a 
decentralization bill expanding the
powers and increasing the resources of local governments. Inagriculture, the
new government dismantled monopolies insugar and coconuts and ended the
National Food Authority's monopoly on domestic trading of wheat, flour, and
feedgrains and the import of wheat. 
The government also abolished export
taxes on agricultural products except logs, and signed the Comprehensive

Agrarian Reform Program (CARP).
 

Recently, however, enthusiasm for the economic reform efforts has waned.
Domestic producers, long used to protection from foreign competition, are now
exerting substantial pressures on the government to restrict imports and to
reinstate tax breaks. Implementation of the privatization program and the
value added tax has run into major obstacles. The Aquino administration is
flirting with price controls. 
 The Central Bank, concerned about inflation,
has effectively ended the debt equity swap program and now intervenes
regularly incurrency and bond markets to defend the value of the peso. 
 The
resulting rundown ininternational reserves has rekindled fears of an external
 
crisis.
 

Fundamental Backdrop
 

The Government of the Philippines continues to be faced with a 
number of
fundamental problems. 
 The basic structural weaknesses inthe economy
inherited from the Marcos era, including an inefficient industrial sector,
underdeveloped export and agricultural sectors, a 
large domestic and foreign
debt, and weak financial institutions, continue to hinder growth. 
 Interms of
real per capita income, the Philippines isnow where itwas 
in1978. A
population growth rate of 2.4 percent continues to dilute economic gains. 
An
additional 750,000 new entrants to the labor force per year exerts downward
 pressure on 
real wages and upward pressure on unemployment (9.5 percent) and
underemployment (estimated at about 32 percent). 
Nearly 60 percent of the
population lives inpoverty. Income distribution isextremely uneven; the top
decile of the population earns more than fifteen times that of the lowest
decile. Unsustainable agricultural, forestry, and fishing practices have led
to serious environmental degradation.
 

1. Fiscal Deficit
 

Since the Aquino administration came to power, fiscal deficits have kept
within targeted levels. However, this has large,, 
been possible because
capital outlays have been very low. 
 National government revenues in 1987
totalled P103.3 billion ($5.1 billion), of which 82.4 percent came from tax
and 17.6 percent from non-tax sources. The 1987 expenditures came td ?119.9
billion ($5.9 billion), leaving a national government budgetary deficit of
P16.7 billion ($819 million). The 1987 deficit represented 2.4 percent of
that year's GNP. The government financed 59.3 percent of the deficit by
borrowing from domestic sources and financed the remaining 40.7 percent
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abroad. 
The 1987 budget deficit was lower than had been targetted. However,
this was 
possible only because total expenditures were lower than had been
targetted; revenues 
for the year were, in fact, slightly lower than had been
planned. 
 Inaddition, V4.6 billion ($226 million), which had originally been
appropriated for capital expenditures, was re-oriented in the course of the
year to increases in current operating expenses, mainly government salaries.
 

The 1988 Budget
 

The 1988 national budget called for P122.4 billion ($5.6 billion) in
revenues, 77.5 percent of which was expected to come from tax 
sources and 22.5
percent of which was 
expected to come from non-tax sources. 
 Expenditures were
budgeted at P169.7 billion ($7.9 billion). This implied a deficit of P47.3
billion ($2.2 billion), of which about 78.9 percent was expected to be
financed from domestic sources and the remainder from foreign borrowings.
However, preliminary estimates for the year put the 1988 budget deficit at
about V21.3 billion ($1.0 billion). This isonly negligibly higher than the
National Economic and Development Authority's (NEDA's) revised deficit target
of V22.1 billion ($1 billion). However, tax revenues 
in 1988 lagged far
behind targetted levels, expenditures once again were much lower than planned,
and early reports suggest that a similar re-orientation away from capital
outlays in favor of increased expenditures on current operating expenses has

occurred.
 

The 1989 Budget
 

The 1989 budget calls for expenditures of P169.8 billion ($8 billion using
an estimated exchange rate of $1=V21.5). 
 Of this, P137.9 billion ($6.4
billion) is slated to go towards current operating expenses and P31.9 billion
($1.5 billion) towards capital outlays, including net lending and principal
amortization. 
 Expected revenues total V146.3 billion ($6.8 billion), 80
percent of which isexpected to come from tax and 20 percent from non-tax
sources. 
 The projected deficit for 1989 is therefore P23.5 billion
($1.1 billion). The government expects that all of the deficit will be
financed from domestic sources, although this expectation may not be

reasonable.
 

President Aquino, in her Budget Message for 1989 to Congress, identified
several 
budgetary priorities aimed at the medium-term objectives of rural
development and a more equitable distribution of resources. 
 These priorities
include special attention to programs with redistributive effects such as
agrarian reform, public education, basic health care and rural 
infrastructure;
expanded support for improvements in physical infrastructure; and the
decentralization of budgetary authority to local 
leyels.
 

2. Balance of Payments Analysis
 

The 1987 Balance of Payments
 

In 1987, the Philippines' balance of payments continued to be
satisfactory. Merchandise exports totaled $5.7 billion and imports $6.7
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billion, leaving a trade deficit of $1.0 billion. 
The inclusion of net
services and transfers left 
a current account deficit of $539 million, or 1.6
percent of GNP. 
 The 1987 capital account deficit was slightly higher, at $653
million. 
 However, rescneduling totalling $1.5 billion enabled international
 
reserves to increase by $265 million. 
 Reserves at end-1987 came to 2.3 months
 
of imports.
 

The 1988 Balance of Payments
 

The 1988 balance of payments performance was not as encouraging as that in
1987. Imports, which preliminary estimates put at about $8.1 
billion,
continued to outstrip exports, estimated at $6.9 billion. 
 While the resulting

trade aeficit of $1.2 billion was partially offset by net services and
transfers, the current account deficit was still 
about $b42 million. The
capital account also came to 
a deficit of about $354. Rescheduling of $1.4
billion and large cash transfers from official donors at the end of the 
last
 quarter enabled the Philippines to avert an otherwise dire situation. 
 Still,
reserves at end-1988 were about 2 months' worth of imports, slightly too low
 
for comfort.
 

The 1989 Balance of Payments Outlook
 

Recent projections for 1989 are for exports to 
increase substantially to
$7.Y billion; however, imports will likely increase to about $9.1 
billion,
leaving a wideneu trade deficit of $1.4 billion. The inclusion of net

services ana transfers is projected to bring the current account deficit down
 
to about $900 million. 
If net flows from official donors substantially

expand, i.e., the GOP utilizes official commitments more efficiently than it
 
has in the recent past, the external 
account would be roughly balanced.
However, in order for the GUP to build up its reserves, the GUP intends to
 
re-negotiate debt service and repayment schedules witn its Paris Club
 
creditors and hopes to secure new money with commercial creditors.
 

C. Review of Past Program Assistance
 

The Agrarian Reform Support Program (ARSP) will be the fifth Economic

Support Fund (ESF) program assistance effort by the Mission since 1983. 
 In
 response to the onset of the economic crisis in 1983, the Mission began to

provide ESF program assistance to help provide financial flexibility to the
GUP. In calendar year 1984, the U.S. Government provided $47.5 million in ESF
 
program assistance under the Rural Productivity Support (RPSP) grant; in
calendar (CY) 1985, $45 million under the Uevelopment Support Program (DSP)

grant; in CY 1986, $300 million under the Budget Support Program (BSP) grant,
and in CY 1987, $150 million under the Budget Support Program 11 (8SP II)

grant.
 

both RPSP and USP provided balance of payments to the Philippines. The
generated pesos were to be usea to provide additional GUP resources during the

198b and 1986 calendar years to selected foreign-assisted projects whose
implementation had been hamperea by the critical 
lack of peso counterpart.
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Following the February 1986 revolution, A.I.D. amended RPSP to allow the
remaining RPSP balance to be used in 1986, and amended USP to eliminate the
aaditionality requirement so that USP could supply the regular GUP counterpart
resources for the selected projects from March 1, 1986 through March 31,
(later extended through 1987). 
 The GUP has completed peso disbursements for
RPSP anG DSP. 
 The GUP submitted the final audited disbursement report for
RPSP on March 31, 
 1987; and submitted the final audited disburselent report
for DSP on February 19, 1988.
 

BSP and BSP II provided peso budget support to the GUP so that itcould
continue financing, in the midst of a 
severe budget crisis, basic services in
the priority sectors of education, health and agriculture. The GUP has
completed peso disbursements for both 8SP and BSP I. 
The GUP has not yet
submitted the final audited disbursement reports for BSP and 8SP II,although
the deadline for the USP report was 
September 30, 1987 and for the BSP II
report, September 30, 1988.
 

The AKSP represents a new direction inUSAID's program assistance to the
Philippines, in that the pesos provided inconjunction with the program
assistance will support a 
specific program within the GUP's national budget.
 

Table I
 

Selected Macroeconomic Indicators
 
1985 - 1988
 

198b 1986 
 1987 1988
 
Real GNP Growth 06) -3.8 1.8 
 5.9 b.7
 

Real GUP Growth ( ) 
 -4.4 1.5 
 4.6 6.b
 

Consui er Prices I%) 23.1 U.8 3.7 9.0
 

Current Account Deficit 
 -0.1 +3.3 
 -1.4 -1.8
 
as % of GNP
 
(minus = deficit)
 

External Deut 
 26.3 28.3 28.1 28.9
 
($US Billion)
 

Real GNP growth per capita (%) -6.2 -0.6 3.5 4.3*
 

* 
Assumes a 2.39 percent population growth rate
 

Sources: NSCB National 
Accounts
 
Other GUP Sources
 



Merchandise Trade 


Exports 


Imports 


Non-Herchandise Trade 


Inflow 

Uutflow 


Transfers, Niet 


Current Account 

Lony-Term Loans 


inflow 

Outflow 


Direct Investnnts, Net 

Short-Term1 Capital, Net 

Errors and Omissions 

Gold lionetization 

Revaluation Aajustment 


Capital Account 


Uverall balance 


Rescheduling 


Overall Balance after
 
Rescheauling 


lable 2 

Balance of Payments 1987-1989
 
(InMillion U.S. Dollars)
 

1987 

(actual) 


-1,017 


5,720 


b,737 


-76 


3,497 

3,b73 


554 


-539 


-1,780 


415 

2,195 


205 

52 


-89 

365 


-150 


-1,219 


1,758 


2022 


264 


1988 1989
 
(estimate) (projected)
 

-1,245 -1,465
 

6,885 7,680
 

8,130 9,145
 

-72 -2bl
 

3,582 4,041
 
3,b54 4,302
 

77b 802
 

-542 -924
 

-l,60b 565
 

961 3,027
 
2,566 2,462
 

611 537
 
-9 -21
 

415 0
 
309 34b
 
-75 0
 

-354 1,42b
 

-896 502
 

1,418 1,470
 

522 1,972
 

Source: Central bank of the Philippines
 
1988 estim~ates as of January 11, 1989
 
1989 projections as cf November 11, 1988
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laule 3
 

National Government Cash Budget
 
1987-1989
 

(InBillion Pesos)
 

1987 
 1988 
 1989
 

Actual Estimated Actual 
 Projected
 
Revenues 
 103.2 
 110.9 
 146.3
 

Tax Revenue 
 85.9 
 90.7 
 115.7
Non-Tax Revenue 
 17.3 
 20.2 
 30.6
 
Expenaitures 
 119.9 
 132.2 
 169.6
 

Current Uperations 95.5

Capital Outlays ana 	

117.9 137.9
24.4 
 14.3 
 31.9
 
net lending
 

Surplus/Deficit 
 -16.7 
 -21.3 
 -23.5
 

Percent of GNP 
 -2.4 
 -2.b 
 -k.5
 

Financing Account
 
Net Borrowings 
 16.7 
 21.3 
 23.5
 

Domestic 
 9.9 
 27.4 
 31.6
Foreign 
 6.8 
 -6.1 
 -8.1
 

Sources: 	 UBM projections for 1989 as of November 7, 1988
NEA estimated actual 
1988 figures as of january 11, 1989
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U. Land 	Tenure Structure
 

The 1980 	agricultural census showed 3,420,323 farms with a total 
area of
9,725,200 hectares. The greatest number of farms were between one 
and three
hectares 
insize; 	the average size farm was 2.8 hectares. Farms sm~aller than
three hectares made up 69 percent of the total number of farms.
 

The pattern of tenancy changed little since 1971. 
 Out of the 3,420,323
farms in 1980, 1,993,293 farms, or bb percent, were operatea by full owners;
367,304 farms, or 11 percent, by part owners; ana 1,059,726 farms, or 31
percent, 	by tenant or "others". These are 
the same ratios for tenure found
 
froi the 1971"agriculture census.
 

Table 4
 

Farms - Number and Area by Size*:
 
1971 & 1980
 

Number of Farms 
 Area of Farms (ha.)
 

1971 1980 
 1971 1980
 
All Farms
 

2,354,469 3,420,323 8,493,73b 
 9,725,200
Unaer 1.U ha. 
 319,363 775,791 162,19b 369,100
1.00 to 2.99 ha. 1,117,b81 1,678,044 
 1,887,663 2,52Z,200

3.U to 4.99 ha. 558,347 588,151 2,013,269 2,066,7uo
5.00 to 6.99 ha. 243,847* 283,585 1,553,496** 1,614,IU0
7.00 to 9.99 ha. 
 76,421 
 b30,800


1U.00 to 24.99 ha. 101,130 103,723 1,412,100 1,406,400

25.0U ha. ana over 14,201 14,bus 1,465,011 1,117,800
 

Table 5
 

Farnis - Number and Area by Tenure of Operator:
 
1971 & 1980
 

Number of Farms 
 Area of Farms (ha.)
 

1971 1980 
 1971 1980

All Farms
 

2,354,469 3,420,323 8,493,73b 9,725,200
Uwnea 1,364,990 1,993,Z93 
 5,345,429 b,49b,200
Partly-Owned 268,b65 
 367,304 930,84U 986,700
Tenant/Leasea 681,b5k, 
 871,536 1,74b,455 1,806,900
Uther farms 
 39,156 188,19U 471,U1l 43b,400
 

Sources: 	For information incluoea in Tables 4 and 5, National Census and

Statistics Office, 1971 
ana 1980 Censuses of Agriculture
 

Note: *Uetails mlay not add up to total rounding up of figures.
cue to 

**Data for N ana area of farms for 1971 
is not available. Thus, for
 
1 71 figures, farms of 5.uU to 6.99 ha. 
incluae farms 7 to 9.99 ha.
 



- 11 -


E. Land 	kesources Information
 

Philippine agricultural development over the first 60*years of this
century essentially was a process of bringing laiid under cultivation at 
a rate
approximately that of population growth. 
 Inthe aggregate, per capita output
remained 	stable. 
 beginning in the late 1950s, expansion in land under
cultivation declined to a minor fraction of the 	rate of population growth.
loday, it isestimated Lhat the Philippines has approximately 1U million

hectares of arable land available.
 

Of the 7.6 million hectares officially classified as farmed, three crops
-- rice, 	corn-an coconut are
-- grown extensively. In 1980, nearly 88
percent of the total nectarage was devoted to these three crops. 
 Other areas
were used to grow sugar .2%), rootcrops (1.4%) and coffee (1.3%).
 

Table 6
 

Area of Farms by Land Use
 
1971 & 196
 

1971 
 1980
L4UU ----------------------LANO USE 	 --------------------------. .. . .
 

Area 
 Area
 
(hectares) Per cent (hectares) 
 Percent
 

Total 8,O493,73b 1U0.UU 
 ,045,465 1
 

Planted to annual crops 3,891,982 45.82 4,487,679 49.56
 
Planted to permanent
 

crops 
 2,532,166 29.80 
 3,313,054 36.67
 

Lying idle 	 752,272 8.86 ......
 

Under perranent meadows 
and pastures 	 690,988 
 8.14 610,125 6.75
 

Covered with forest
 
growth 	 433,707 5.11
 

623,496* 7.0Z
 
All other lands 	 192,620 2.27
 

Source: 	 Ilational Census and Statistics Office,

1971 anu 19bu Censuses of Agriculture
 

Note: 	 * 
For the 1980 Census, categories titled "lands considered covered

with forest growth" and "all other lands" were combined.
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II. OVERVIEW OF PHILIPPINE LAND REFORM EFFORTS
 

A. Introduction: Land Reform Prior to CARP 

historically, Philippine agricultural tenure has been largely of a 
feudal
character. The landowner, called 'cacique', and the tenant, known as
'aparcero' or 'Hasania', operateo under a well-establisfied crop-sharing system
sanctioned by ancient tracition. 
 The landlord had his obligations as well as

his privileges. He was expected to carry his tenants through crop failure, he
was their banker, their baptismal and wedding sponsor, and he helped them when
disaster struck. 
 This syster, worked without general complaint only so long as

farming met the needs of the subsistence economy then prevailing.
 

buring the present century, opportunities for gainful employment in the
cities expanded. Many sons of tenant farmers accumulated enough capital to
become landlords themselves. 
 Nany ot these nouveau riche landlords inherited
 
none of the tradition of noblesse oblige, which the oio cacique families
 
observea. To them, the relationship between landlor and tenant often became
skewed to the auvantage of the landlord. 
 This attitude added to the growing

discontent among tenant farmers. 
 It became clear that under the new economic
and social conditions which were evident, not only was the tenant farmer's
cash income inidequate, his farn became substandard even as 
a subsistence unit.
 

Long before agrarian unrest had become a 
major social problem inthe
Philippines, public policy hao been expressed as 
favoring the development of a
broader base population element of independent working farmers, instead of
 
tenant farmiers. This principle was expressed early by the Uniteu States

Longress in the Urganic Act of 1902, regulating the disposal of the public

domain inthe Philippines. Itprovided for homesteading ana limited the size
of agricultural public lands which could be acquired. 
 Shortly thereafter, in

1903, the U.S. purchased some 1b3,0U0 hectares owned by the Spanisti friars tc
relieve discontent among the tenants (during the Spanish colonial period,

substantial tracts of land, referred to as Friars' 
lands, were acquired by

various religious orders). Philippine land reform had begun.
 

The momentum for land reform was short-livea however. American political

dependence on landlords during the early years of this century, and the rapid

growth of Philippine exports of sugar, abaca and coconut oil following the
opening of free trade between the Unitea States and the Philippines in 19U9,

cissuaaea the American colonial government, despite frequently expressed
interest and activity of American officials on behalf of the uncer-privileye,

from actively pursuing land reform efforts.
 

Notivdted by unsatisfactory tenurial conditions and continued landowner

abuses, the Philippines experienced peasant revolts in the *930s. 
 The first

Filipino legislative initiative related to agrarian reform was taken in 1933,
when Senate President Quezon, reacting to the inequities of tenancy contracts

in the rice and sugar areas of Central Luzon and Negros, pushed through

legislation dividing the product between tenant ana 
landholder. This
legislation, however, like most of the succeeding acts passed prior to 
lb5,

lacked provision for implementation or enforcement.
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Not content with simply the regulation of public lands, the drafters of
the 193b Philippine Constitution recognized the growing socio-economic
problems of the times which resulted from the antiquated tenancy
relationships. 
 Provision was made for the expropriation of lanaeo estates for
resale, and for the limitation insize of agricultural
ownership. lands for private
After the inauguration of the Conuionwealth, additional lanu reform
legislation was enacted in 1939, 1940 and 1946. 
 Such legislation tended to
emphasize a 
social justice theme which treated the problem primarily as one of
equity. 
 The legislation, however, failed to provide for implementation of any
meaningful efforts in land reforh and tenancy rates for the nation actually
increased froi 22 percent in 1918 to 35 percent by 1952.
 

The United States government was directly arawn 
into the field ce land
reform in the Philippines as a result of stud as 
conducted by the bell Mission
in 1950. That Mission recoaiuaended U.$. government assistance to the
Philippines ifthe Quirino administration would adopt certain tax legislation
ana other reform policies. Although reports at the tirme urged drastic land
reform measures to be adopted, no legislation was introduced until Ramon
rMagsaysay, whose campaign had urged land for the landless, "ecame President of
tne Philippines in 1954.
 

In 19b4 and 1955, President iilagsaysay persuaded the Philippine Congress to
pass four pieces of land reforn legisidLion over the opposition of landowners,
incluaing Tne Lana Reform Act of 
1955. 
 As finally enacted however, the
proposeo legislation was weakened and the program was under-financed, poorly
auministerea, and inplaces, corrupted. 
 Nonetheless, there were soije
imlprovements and better enforcement over previous legislative attempts.

long as President iHagsaysay was alive, the cooperative institutions 

As
 

establishea by his legislation, such as 
the Lana Tenure Administration,
functioneu efficiently. 
Following his tragic death, the program collapsed.
 

In 1963, with tenancy rates in Central 
Luzon ranging from 70 percent to 85
percent, President Macapagal, who had also promised land reform in his
election campaign, succeeded inpersuadiny the Philippine Congress to pass
well-studied and comprehensive legislation (Agrarian Reformji Code, also Known
as Republic Act 3b44). 
 By this time the balance of political forces had
shifted sufficiently that landlord resistance might have been overcoim 
ifthe
programl had not been under-financed, imperfectly administered and frequently
used as a vehicle for political ends rather than for the achievement of
economic and social objectives. After initial successes, it finally broke
down. 
 When President Marcos assumed office in 196b, he continued the program,
but with the proclamation of far more land reform areas 
than could be financed
and with unsolved managenment and administrative problems.
 

At the beginning of the martial 
law uerioa in 1972, President Marcos
placed all tenanted rice and corn 
lands under agrarian reform through
Presidential Decree (PU) No. 27. 
 PU 2/ provided for the transfer of ownership
of privately-ownea rice and corn 
lands cultivated under sharecropping or lease
tenancy. 
This program became known as Uperation Lana Transfer (ULT).
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The eligible tennant-tariners were declared "deemed owners" of the land
they tilled, up to a size of 3 hectares if irrigated, ana b hectares if not
irrigated. 
 The total cost of the land, which was calculated by using the
average value of production of the land for the three years prior to 197?
lultiplied by 2.5, was paia by the tenants over a 
period of fifteen years in
equal installments. 
 While paying the amortization fees, the beneficiaries
received provisional titles, called Certificates of Lana Transfer. 
 itwas
originally foreseen that, after the full payment of the cost of the land,
forer tenants would receive Emancipation Patents (EPsi, a step less than 
the
a
fee-simple title, which banned the bank frohw foreclosing on the beneficiary
and provided for transfer within families. 
 EPs also had a limited effect on
the ability ot the beneficiary to obtain procuction credit. 
 (From,uanuary
198b onward, EPs were 
issued regardless of the amortization paid, with the
outstanding balance noted on 
the back of the title.)
 

but President Ilarcos grew weary of land reform when it became obvious that
itcould no longer help him politically. Furthermore, there were difficulties
inestablishing compensation levels based on the value of production formiula,
peasants lapsed into default on their land payments, and the program became
too expensive for the government to continue. Technically, ULT was also
hampered by the lack of a nationwide cadaster, problems of land valuation and
comlplicated payment procedures. 
 heaningful agrarian reform in the Philippines
was in
a state of paralysis from the mid 197Us through tne 198b Revolution.
The political will 
to advance the program was stifled and the economy did not
permit sufficient financing to be mobilized for further implementation.
 

b. Comprehensive Agrarian keform Program (CAKP) 1/ 
1. Legislative luanaate
 

Following the 1986 Revolution, the A;uino administration promised to
initiate a lanu reform program with the 
 'tent of equitably distributing land
to those who tilled it. Articles XII, 
X-II and XIV of the 1987 Philippine
Constitution provide for a comprehensive agrarian reforwl program, covering all
ayricultural lands founded on the right of farmers and regular farm workers,
who are 
landless, to own, directly or collectively, the lands they till.
Article XII1 of the Constitution explicitly provides for the State to
undertake the just distriDution of all agricultural lands, subject to the
rights of sm~all lanuowners, the homestead prior rights of snall 
settlers and
the rights of inuigenous cormmunities to their ancestral lands. Althougn
priorities and retention limits were left to Congress to determine, just

compensation to landowners was prescribed.
 

Given its agrarian retorm mandate, on July 17, 1987, President Aquino
approved EU No. Z28, which provided for the expeditious implementation of land
reform activities under PU uWo. 
 ?, i.e., principally ULT, and prescribed that
beneficiaries who acquired land 
 aer that PL were full owners of such land.
 

.1/Copies of selected GUP laws, 
4xecutive orders and proclamations referred
to in this document way be found in Annex F 
to this paper.
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EU No. 
228 also provided improved terms for landowner compensation by
increasing rates of interests on L8P bonds, extended repayment periods frow 15
to 2u years, included enforceable sanctions involving foreclosure if tenant
beneficiaries were rore than three amortization payments behind and introduced
an appeals proceaures for lanaownars protesting land valuations.
 

Five cays later, President Aquino issued Proclamation No. 131 instituting
CARP. Eu No. 229 (also issuea July 2, 1987) states that CARP shall 
cover all
public anu 
private agricultural land, regardless of tenurial arrangehients or
cohlnodity proauced and outlined the mechanisms for implementing CARP.
Presidential Agrarian Keform Council 
A
 

created to 
(PAKC), chaired by the President, was
coordinate implementation of the CARP and "ensure the timely and
effective aelivery of the necessary support services". The PARC incluaes 11
Cabinet members, the President of the Land bank and representatives of
agrarian reforhm beneficiaries and affected landowners. 
The Department of
Agrarian Keforil (uAR) serves as 
the leao agency, but is expected to work
closely with other departments, including the Department of Agriculture (UA)
and the Department of Environment anu Natural 
Resources (DENK) and the Land
banK of the Philippines (LBP). A comlplete listing of all agencies incluaeo in
PARC can be found in Annex A of this paper.
 

In June, 1988, President Aquino signed into law RA No. 
6657, the
Comprehensive Agrarian Reform Law which defines the coverage, priorities and
retention limits of the CARP. 
 The scope of RA No. 6657 covers all public and
private agricultural lands 
anu limits exemptions for such 
uses as national
defense, wildlife and forest reserves, schools, etc.
 

2. Description of CARP
 

In its 
statea goals and objectives for CARP, the Aquino administration
continues to stress the social justice rationale for agrarian reform.
According to PARC, the goals of CARP can be sunmed up as follows:
 

to revive and develop the full potential of Philippine agriculture in
order to pave the way for national industrialization as well 
as to assure
genuine independence of the country;
 

to provide farmers and farniorkers with the opportunity to enhance the
aignity and improve the quality of their lives through greater

dgricultural productivity,
 

to carry out the provisions of the Article on social justice in the

198b Constitution, and
 

to heed the call of the times for change ano for an agrarian reform
 program that isworkable and sufficiently fundeu.
 

It is recognized that the CARP will require an enormous effort inhuman
and financial capital to implement as 
it seeks not only to provide EPs to
small farmaers ana farmworkers out also the necessary support services required
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of a comprehensive land reform program. 
The Aquino Administration recognizes
that adequate support services Must be provided to new lanu owners 
it agrarian
reform is to be successtul. 
 Services include the provision of physical
infrastructure (farm-to-market roads, electricity, irrigation, post harvest
facilities, etc.j access to production credit and other farm inputs, surveys
and data base management, research anu development and institutional
 
strengthening of imiplementing agencies.
 

3. Planned Implementation of CAkP
 

The CARP envisions a phased approach to 
land reform, with an ultimate
target of 
1IU.million hectares an 
 nearly 3.9 million beneficiaries. CARP
includes both land transfer activities and non-land transfer distributive
activities. Lands to ue 
transferred under the program fall
categories: a) all alienable an into four broad
disposable (A & D) lands of the public domain
 
aevoteu to 
or suitable for agriculture, u) all 
lands of the public domain in
excess 
ot the specific limits as determineu by Congress; c) all 
other lanus
owned by the government aevotea to or suitable for agriculture, ano da)all
private lands devoteu to or suitable for agriculture regardless of the
agricultural products raiseu or 
that can be raised thereon.
 

Non-land transfer distributive activities allowed under the program
include: aj production sharing agreements between landowners and farmworkers;
u) certain co-r-porate landownership schemes; c) lease and managei ent contracts
registered prior to 
the approval of LU 
 29, anu a) the Integrateu Social
Forestry Program, wnich seeks to 
improve productivity and ecological stability
in forest areas by assigning stewardship rights to beneficiaries.
 

The GuP plans to implement both land transfer and otner distributive
activities in three phases. 
 Phase I will concentrate on 
lana transfer of rice
arid corn 
lanus originally slated to be transferred under PD 27; 
idle or
abanuoneu lands, private lands voluntarily offered for sale; 
land foreclosed
by government financial institutions, PCGG-acquired land; and government owned
agricultural land. 
 Phase 11 
will include both land transfer ana other
uistributive activities and will 
cover alienable ana disposable public
agricultural land; 
arable public land under agroforest, pasture and
agricultural 
leases already planted to crops; public agricultural land to be
opened for development ana resettlement, ani 
 the excess amount over 5U
hectares of private agricultural lanus. Phase Ill will cover the land
transfer of other private agricultural lands.
 

Phase I is scheaulea to be implementea over a period of seven years, from
1987 through 1994 (rice ana corn 
lands are to implementea over a four-year
period only; 198 through 1991). 
 Phase II is to be impleimented over a similar
period beginning in 198/ through 1994, except that integrated social forestry
areas will continue to be implemented thorough 1997. 
 Phase III will be
implemented in two schctaules, 
i.e., beginning the fourth year, anu to becompletea within three years, for 
landholdings above 24 hectares up to bU
hectares, and beginning tMe sixth year, ana to be completed within four years,
landholdings from the retention limit up to 24 hectares.
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Table 7
 

Coverage of Planned CARP Implementation
 

Phase I 


Rice and Corn Lands 


lle anu Abandonea Lanes 


Voluntary offers 


Surrendered/Sequestered Lands 


UUP-owned Agricultural Lands 


Phase II 


Public A & U Lands and Lands 

under Agriculture Leases
 

Integrated Social Forestry 


Resettlements 


Private Agriculture Lanas 

inexcess of 50 hectares
 

PhaseIII 


Uther Private Ayricultural Lands
 

b.Ul to 24 hectares 


24.01 to 50 hectares 


TUTALS 


1987 - 1997 

Hectares Covered beneficiaries 

1,454,bOU ha. 765,UU9 

727,800 b2z,b7b 

2bU,0UU 83,33 

40,000 133,335 

2,bUU 833 

74,bOU 24,834 

7,487,90U ha. L,68b,30W 

4,595,0uu 1,721,UOu 

1,88U,000 626,667 

478,50U 159,50U 

534,40U 78,13b 

1,3b2,9U0 ha. 4bU,9bb 

1,049,8U0 349,932 

303,100 101,U34 

iu,-295,bu 
__,901,77 

Source: Coiprehensive Agrarian Reform Program, Volume I and Volume 11,
Economic ana Fiscal Implications, Presidential Agrarian Reform
 
Louncil, September, 1988.
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The projected cropping pattern for each CARP implementation phase is
suiiiarized in lable 8. The traditional crops included in Phase I 
are
irrigated/unirrigated rice anu corn. 
 The only changes likely in this pattern
during imlplementation are the increasing ratio of lands devoted to irrigated
rice to non-irrigated rice because of the construction of irrigation
facilities under the CARP and a shifting in unirrigatea rice lands to corn due
to the relatively higher profitability and the need to satisfy increasing
demand for livestock feeds.
 

At present, lands under voluntary offers for sale are mostly devoted to
sugarcane and coconut or are idle and abandoned lanes. 
 It isexpectea that
there will be'some expansion of cultivated areas 
inthe idle and abanaonea
lands 
as well as an intensification in other lanus, especially in coconut

lanus where intercropping will be practiced.
 

Ut all the planned implementation phases of CARP, Phase Ii has the
greatest potential for expanaing the cultivated area. 
 While soil surveys will
be needed to determine the appropriate crop hix for the different types of
!anus under this phase, it isexpected that the cultivation of such crops as
Lirrigateu rice, corn, coffee, cacao, peanut, iungbean, rwango and other
non-traditional fruit trees would be initiated.
 

Across the three phases, it is in Phase 
iII where lands are relatively
well-developea and a considerable portion are corporate farms. 
 The most
common crops grown are coconut, sugarcane, tobacco, abaca ana coffee. 
The
potential for expanding the cultivated land area under this phase is
practically nil althougn the use of improved agro-technology could improve

yields somewhat.
 

4. Program Management
 

Although PARC is responsible for the implementation of CARP, as
Executive Secretariat of PARL, the UA 
the
 

isthe central auministrative unit
charged with overseeing CARP implementation. The DAR is currently
strengthening and increasing its staff size frow 9,UUU to 
14,5UU. These
additional workers will be contracted employees who will assist in the conduct
of land surveys and augment clerical staff in processing the expected large
number of EPs 
to be issued. The VAR recognizes that sheer numbers of workers
willI not guarantee success 
inthe implementation of CARP. 
 Personnel skills
will have to be up-graded and monitoring/reporting systems designed to effect
the smoothi implementation of CARP. Therefore, the UAK has recently contracted
for an analysis of needs for the imaplementation of a CARP mlanagement
information system and tested it
on a pilot basis covering three regions.
 
The quasi-judicial powers of VAR, to determine and adjudicate agrarian
reform conflicts ana disputes, as provided under EU No. 29 and retained uy RA
Io.bbbY, will re4uire VAR to also employ a number of highly skilled
personnel. Uifficulties are expected in filling positions with qualified
personnel, sucn as 
lawyers, where compensation and employment conditions are
 more attractive in private practice.
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Table 8
 

Summary of Land-Use by Implementation Phase
 
Physical Area, with CARP
 

PRULiRi 
 AREA
 
(l,UUU Ha.)
 

PHASE 1 
 1 ,b4
 

Field Crops
 

irrigatea Rice 
 327
Upland Rice 
 290Corn 

300
'iungbean 12

Peanut 
 13
Sugarcane 
 lib 

PerenniaIs
 

Hango 

2b
Coconut 


1bO
Abaca 

7b
Coffee 

75
 

Rubber 75
 
banana 
 2Cacao 


20
 

PHASE II 
 7,488
 

Field Crops
 

Irrigatea Rice 
 948
Uplanu Rice 
 88U
Corn 
 1,2U0
1ungbean 

78
Peanut 

47
Vegetables 
 b5Sugarcane 


240
 

(Table continues on next page)
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Table 8 (con'd)
 

Summary of Land-Use by Implementation Phase
 
Physical 	Area, with CARP
 

PROGRAM 

AREA
 

(1,000 Ha.)
 

Perennials
 

Coffee 

75
Cacao 

60
Coconut 


2,825
Cassava 

135
Mango 

25
Rubber 

15
Abaca 

37
Banana 


188
Other Perennials 

180
Timber 

500
 

PHASE III 

1,353
 

Field Crops
 

Irrigated Rice 

425
Upland Rice 

180
Corn 

260
Sugarcane 

35
Vegetables 

295
 

Perennials
 

Coconut 

25
Abaca 


118
Coffee 

5
Banana 

10
 

GRAND TOTAL 
 10.295
 

Source: 	 Comprehensive Agrarian Reform Program, Volume I, Economic and Fiscal
Implications, Presidential Agrarian Reform Council, September, 1988.
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Other key implementing agencies include the DA, the DENR and thc LBP. 
 GOP
agrarian reform funds have been released to the DA for the hiring of contract
staff. 
 The DA proposes to field these new contract hires in agrarian reform
areas covered by estate and plantation agriculture and in rainfed and upland
areas where complex multi-cropping farming systems prevail. 
 The DA proposes
to serve agrarian reform farmer beneficiaries of Program A using their regular
staff already assigned to rice and corn areas covered by the OLT program.
 
The National Mapping and Resource Inventory Authority (NAMRIA), an agency
of the DENR, has the responsibility for classifying public domain lands,
including the classification of their suitability for agriculture. 
 In
addition, such land classification is reguired for the declaration of
ancestral land reserves. 
NAMRIA is better funded and equipped than most GOP
agencies. Nonetheless, extra funding for the hiring of field staff will be
needed to work on land classification required to proceed with land transfer
of rice and corn 
areas and public lands. 
 Other DENR agencies involved in CARP
include the Forest Management Bureau and the Land Management Bureau.
 
As a result of LBP's policy decision to wholesale a greater percentage of
production loans to agricultural cooperatives and viable rural banks in the
future, the LBP has plans and budgetary allocations to double its Field
Services Division staff in 1988. 
However, the expansion of staff has been
slow and the projected build-up of the number of Land Bank branches and Field
Service Offices has proceeded more slowly than expected.
 

The Department of Public Works and Highways (DPWH) is responsible for the
construction and maintenance of rural infrastructure such as roads and
irrigation systems under the CARP.
 

5. CARP Financing
 

According to PARC records, the total

is estimated at V402.7 billion, 

cost of CARP from 1987 through 1997
 or $19.2 billion. 
Of the total cost, land
acquisition and distribution (LAD) accounts for 38 percent, or P155 billion.
This includes an estimated total landowners' compensation amounting to P97.4
billion of which 26 percent will be paid in cash and the balance in Land Bank
bonds. Cash redemption of bonds and payment of interest are estimateG to cost
P54.6 billion, representing 76 percent of total bonds issued for the same
period. For post-land distribution support activities (PLDSA), the estimated
cost amount to P247.7 billion or 62 percent of the total 
CARP costs. Based on
individual production credit loans to beneficiaries ranging from V4,000 to
?5,000 per hectare, credit support is estimated at V159.5 billion during the
10-year implementation period, accounting for 79 percent of the total 
cost for
support services to farmer/beneficiaries. 
 For the same period, extension
services and infrastructure facilities are estimated to cost ?15.4 billion and
P25.7 billion respectively.
 

CARP needs are expected to be financed from proceeds from the sales of the
Asset Privatization Trust (APT); from sales of recorded assets of wealth
recovered through the Presidential Commission on Good Government (PCGG); and
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proceeds of the disposition of the properties of the GOP in foreign lands. 
 It
isestimated that for the implementation period 1987-1997, total 
receipts to
be generated from these sources will 
amount to P50.1 
billion. External
assistance will be sought to cover the shortfall to finance CARP. 
To date,
the GOP has received "commitments" from the ADB, the Italian, Dutch, Japanese
and U.S. governments amounting to $176.5 million, or V3.81 billion. 
 Table 9,
Sources and Uses of CARP Funds, clearly illustrates the expected shortfall of
funds, particularly for PDSA, over the life of CARP.
 

In 1987, 
a total of P254 million ($12 million) was disbursed out of the
Special Agrarian Reform Fund (SARF) as the supplemental budget to agencies
participating in CARP implementation. This amounted to 
14 percent of the
total amount approved for CARP implementation activities by the PARC. 
 Of the
?254 million spent, 66 percent was 
used by the LBP for land transfer,
production loans, and operational support activities; 25 percent by the DAR
for land registration, public information, and operational support activities;
8 percent by the DENR for land survey and titling activities; and 2 percent by
the DA for agricultural extension services.
 

The major reason for the initial delay in disbursement of funds was
related to the time required by PARC to design and issue needed implementation
guidelines and procedures for CARP. 
Many of these guidelines have now been
issued (see Annex A for a listing of selected CARP implementation
guidelines). 
 Also, management and communication systems between coordinating
CARP agencies were structured and strengthened. Apparently, these steps have
had a positive effect on disbursements under CARP. 
According to estimated
figures provided by the PARC, fourth quarter disbursements for 1988 are 297
percent higher than for the 
same period in 1987 (P 754 million to P 254

million).
 

The SARF budget in 1988 was for V6.5 billion (1303 million). Of this,
P2.0 billion ($94 million) was 
to go towards current operating expenditures,
and V4.5 billion ($211 million) was 
slated for capital outlays. Preliminary
estimates, however, suggest that actual expenditures for CARP-related
activities under Phase I in 1988 were more like P1.364 billion ($65 million).
 
The 1989'SARF budget targets V6.9 billion ($329 million) for CARP
implementation activities. 
Of this, 35.1 percent is to go to the DAR; 32.8
percent to LBP; 10.5 percent to the DENR; 8.1 
percent to the DA; 9.9 percent
to the Department of Public Works and Highways; and the remainder to the
National Land Titles and Deeds Registration Administration and the Department


of Trade and Industry.
 

Further analysis of the cash projections for the SARF shows that the PLDSA
component will incur cumulative funds 0ficits of V2.9 and P18 billion during
1989 and 1990 respectively. 
An analysis of SARF is included as Annex B to
this paper and provides a justification for A.I.D. program funding to be
included into CARP for 1989.
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Tabl e 9 

SOURCES AND USES OF FUNDS FOR THE SARF
 
1987 to 1997
 

(Billions of Pesos) 

SOURCES OF FUNDS 
 USES OF FUNDS
 

-I" Land Survey *I 2.900 PCGG 7% 1P 28.3
 

.C)C" APT 5% 21.9 Landowner's
 
_ Land Amortization I%-1 P 2.8 Compen,.ation 2% P9.
 

-UL-n LBP Bonds 17%
 
~P 71.8 

!So( e///'' //, ei 'i/lPayment of Maturing 

,/Urf//O '/.8%)j V 30.1 Bonds 13% P 54.6 

l1dentified Foreign DMonor** 1.3 Activities1% l Preliminary 1% 14 

z Inidentified Foreign" 
- I " . ."Doplo r s / / / ,, 

C13/// / , . //','/ Credit 40% P159.5 

. f ,,/ ,, 1146.2 

CD Infrastructure 6% P 25.7 
V).k/
 

Collections and
 
Revenues from Credit 
 25% PlO0.3 Support to Agencies 11% 1P 45.8
 

Total s 402.7 Total s ?402.7 

•Land survey, EP Genera ti on/Di stri buti on Patents, EP Registration' and titling. 
•*Includes USAID grant of $50 million.
 
///- anticipated funds deficit
 

N'-change rate S1=21 pesos
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C. Lxpecteu Impact
 

According to the GUP, the successful implementation of CARP isexpected to
have a positive effect on rural 
incohmes, employment generation, agricultural
prouuctivity and econoraic/political stability. 
Although itmay be difficult
to justify these expectations at this time, it can be said that the economic
rationale of CARP, based on equity, isdefensible. Tne longer term effects of
lanu reform lie in its restructuring ot the ownership patterns of rural
society so that a much 
larger proportion of the population can be reached Ly,
and can benefit frohm productivity-increasing projects and interventions in the
 
a riculture sector.
 

hIso, it issignificant to note that a conmlon feature of those economies,
sucn japan ana Korea, whic1n have experienceu rapi,. economic growth
asso :eu with equity - such that the benefits from -Owth were not
concE 
 rated mainly among the wealtihy - are 
those in -nich an effective and
coliprenensive land reformi have been 
implemented. Basea 
on the experience of
these countries, a far-reaching lana reform progra,, is clearly not
inconsistent with rapid economic growth. 
 There is good reason to believe that
it is consistent with r 
pia social aevelopn-nt (for m~ore the social
on 

consequences of CARP, see Annex H to this paper).
 

Finally, LARP offers an opportunity for various centers of Philippine
political power to converge, understand and more clCdrly Uelineate positions
ana goals. 
 With its fast growing population and effectively-closea land
frontiers, there will be continuing pressure on 
the lanc and continuing
agitation for retorrii. 
 CAXP is such a rassive proyranm, its funding

requirements so encorpassing that, in
one way or another, itwill have a

direct bearing on most Filipinos.
 

The primary beneficiaries will be those Filipinos who are 
ana small farmers
who benefit directly under LAxP as recipients ot LrLancipation Patients or
prouuction loans. 
 Uther direct beneficiaries incluut inoiviauals who receive
training to introduce new or up-yraae existing skills anu private sector firms
expectea to be contracted by the GUP to performi land surveys, construct
infrastructure projects and conduct training. 
 Indirect beneficiaries include
small far ers who Denefit from the completion of infrastructure projects wnich
aid specific locales or regions inwhich they reside, anu 
private sector firms
which provide the materials and services associated with infrastructure
 
activities.
 

U. Analysis of the Risks of CARP
 

CARP, as a massive redistributive undertaking, has substantial associated
risks. These risks fall 
into three broad categories: political, financial,
and economic. 
 In aadition to these risks undermining the probability of
successful implementation of the programr, 
success 
itselt is also associated
with risks. 
 For instance, faitering political commitment, insufficient
financial resources, ana 
the uuP's general difficulties in implefrtenting public
investment projects miay constrain CARP's completion. mowever, other problehms,
 



- 25 -

sucn as vigilante violence, decreased agricultural investment, and an
unsustainable financial drain on 
the GOP may ensue if the program's
implementation proceeds as planned. 
However, A.I.D. believes that the risks
are containable in the early years of the program, although they are likely to
become increasingly worrisome later on. 
 Furthermore, the ARSP is designed
with 
these risks inmind, and A.I.D. support will be limited to the least
controversial aspects of the CARP. 
 Finally, A.I.D. believes that its
assistance may serve to alleviate some of the risks of CARP. 
 Therefore A.I.D.
believes that the ARSP isjustified, despite the political, financial, 
and
economic risks associated with CARP outlined below.
 

Political Risks
 

An important risk associated with CARP's implementation is the possibility
that political commitment to the program at the central 
level might wane.
Already, the GOP has granted several exemptions to the program and a lO-vear
deferment for private commercial farms. 
 Momentum will particularly be at risk
in 1992, when the next presidential elections are scheduled. 
Another
political constraint to the successful 
implementation of CARP is the weak
control tae central government exerts over remote areas
Mindanao. such as parts of
The possibility of violence surrounds land transfer activities on
the part of vigilante landowner groups or impatient tenants.
 
The tremendous publicity surrounding CARP's passage has raised the
expectations of potential tenant/beneficiaries. 
 At this point, failure to
implement the program has-political 
risks. Ifimplementation drags on for
years, tenant frustration may lead to unrest and political instability, thus
aggravating the problem that CARP was designed to address. 
 Inaddition, the
rhetorical and financial support that the United States is providinq
increases the risk that the United States may be used as 

ARP
 
a scapegoat if the
program is not implemented successfully.
 

Financial Risks
 

Perhaps the greatest risk associated with the GOP's ability to implement
CARP pertains to the sheer size of the progranw. 
 The total
is presently estimated at V402.7 billion, or $19.2 billion. 
cost of the program 

represents 344 percent This figureof total 1989 budget appropriations for all activitiesunder all branches of the government, and the GOP's ability to 
finance the
program remains uncertain. 
The GOP's present strategy to finance CARP relies
heavily on highly optimistic assumptions about the level of proceeds from the
sales of assets now held by the APT and PCGG, and the willinaness of foreign
donors to provide support to the program.
 

Contributing to the GOP financing problem are the differences in financialterms between the landowners' compensation packages and the
tennant-beneficiaries'schedules 
for amortization and interest payments.
Landowners will receive between 25 and 35 percent of the face value of their
total compensation incash (landowners who voluntarily offer their land for
sale will 
receive an additional 5 percent in cash as an incentive). The
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remainder will be in the form of transferable and negotiable I-year Land bank
bonds, which will have interest rates aiigneu with 91 
day Treasury bill rates,
with lu percent of the face value maturing each year from the date of
issuance. beneficiaries will pay the Lana banK in 3U annual amortization
payments at 6 percent interest. The differential in financial terms, plus the
possibility that interest payments to former landowners could skyrocket, will
put an enormous strain on 
the Land bank, whose viability may come into
jeoparay. 
Were this to happen, political forces would almost certainly force
the GUP to bail LbP out; however, such a bailout would simultaneously add
another budgetary burden to the LUP and undermine the LiUP's efforts to wean
financial institutions such as 
LbP from state support. This potential proulem
will be further exacerbated if the Gu interprets "fair compensation" to
landowners (Oanaatea in CARL) to mean full market value, as - V seems likely.
 

Economic Risks
 

Une weakness of CARP, as 
it is presently designed, is that there is too
much eraphasis on asset transfer. Althougn the LuP expects that ultimately,
aqricultural production and farmers' income will 
increase, the means by whichltkis is supposed to happen is at this point still 
not sufficiently
articulatea. 
 However, unless beneficiaries' income increases, many are likely
to be unable to hola on 
to their newly acquireu asset. 
 The support services
anu infrastructure components of CARP will therefore be crucial 
to the success
of the programl as a whole. 
 However, the GUP has had substantial difficulties
in rmoving the capital outlays portion of its 
Oudget, and to implement the
planneu infrastructure projects unuer CARP ilay prove difficult.
 

Other economic risks involve the possibility that agricultural production
maj actually fall 
as a result of the program. uncertainty in the ten years
scneauleu for CARP's implementation may discourage investment, 
 if the land
transfer is successtul, productive units may be broken up and it may taKe some
tihme before the new beneficiaries attain similar production 
levels. Anothier
risk is that CARP will create a large number of very small 
farms (the implieu
average farm size for the program as 
a wholC is only 2.6 hectaresi wviicn will
be too small 
to alleviate poverty significantly. Finally, the 
large buugetary
outlays and the credit expansion associated with CARP will likely aJa to
inflationary pressures on the economy.
 

Rationale for A.1.U. support in light of these risks
 

The bulk of the political risks of CARP pertain to the lanu transfer
component of the program. 
However, A.I.U. has designed ARSP so that A.I.U.'s
involvement will be limitea to the least politically controversial aspects of
the program. Furthermore, A.1.D. believes that foreign donors' involvement
and 
resources at the early stages of CARP's implementation increase the
Kelihood that the GUP will be able to maintain womentum. Another
j tification for A.I.b. support despite the political risks associated with
L. ' is that the program need not ue fully implemented in order to be
"z..ccesstul". 
 For instance, even 
if only hundreds of thousanas of hectares of
puulicly held and foreclosed lanus 
were transterred, there would still 
be
 



benefits, as 
tne status of squatters were formalized and such farmers were
given greater stake in the systei and incentive to invest.
believes that even A.I.D. therefore
if CARP is only partially implemented, sufficient political
benefits are 
likely to justify the potential risks.
 

Although tne potential financial problems in implementing CARP are
serious, the program is adequately financed for the first severl years. 
 As
is shown in Annex B, already identified sources of funas are expected to raise
sufficient resources to cover L(AKP implementation activities throuyn 199U.
The GUP projects a small deficit in hI91, 
which will likely be covered by
foreign oonor comhmlitrents now being maue. Furthermore, te prograilevolving, aiiw is still
further refinerents could well 
lower the total costs to the GUP
of impleumenting the program. For instance, voluntary stock options now being
considered by several multinational corporations coulo reduce the land
acquisition costs to the GUP. 
 LARP may, therefore, turn out to be
 
overbuugetted.
 

While the potential costs to Land bank and ultimately the government dueto the uifterent tinancial terms of the compensation ana acquisition packages
are high, tnese costs will 
not really kick 
in until after significant
transfers of private land have taken place, which will 
not be until the later
years of the program. A final consideration is the possibility that ARSP may
encourage financial 
pruaence on 
the part of LbP, since A.I.u. resources will
ue 
available for production credit only insofar as 
the creuit is market rate
orientea and is repaia.
 

A.L.u. also believes that the economic risks to CARP are containable in
the early year3 of its implementation. 
 Asset transfer per se does notnecessarily translate into economic benefits for society as 
a whole, therefore
in the 
long term, the GuP's ability to implement neeaea 
infrkstructural
projects will be crucial 
in determining beneficiaries' future production ana
incoiie 
levels and the success of the programi as a whole. However, the GUP
expects that CARP implementation activities in the early years of the program
will be concentrateu on rice and 
corn 
lanas in relatively aeveloped areas,
where adequate infrastructural 
ana support structures already exist. 
 For the
years of ARSP coverage, then, the majority of CARP beneficiaries will likely
be able to generate sufficient production and income to be able to
control retain
over their newly acquireu asset. 
 Even if small, the landholdings will
represent an improvement over the present situation. 
 while they miay not Dethe ultimate solution to 
poverty, they shoulu allow improveu economic
conuitions for the beneficiaries. Inflationary pressures due to CARP will be
greatest in later years of the program, when the AkF begins
ana to run aeticits
when credit begins to 
expand more rapidly. Finally, A.I.D. believes that
the activities that ARSP will be 
supporting, such 
as land surveys, market
roads, impounaent dams, 
are economically worthwhile irrespective of what
happens to LAXP 
as a whole.
 

L. Constraints to CARP Implementation
 

Witn the issuance of EU 22b anu 
EU 229 in 1987, agrarian reform,activities
under the Aquino administration were officially initiated. 
 Implermentation of
 



programs covered by PU 
 7 were targetteu first. 
 Uf the 8"2,UuO hectares
originally to be covered in the ULT (and 68b,UUO beneficiaries), 557,UUu
hectares (and 398,000 beneficiaries) remained to be covered 
as ot 1987 (see
Table 10). The achieveents since 1972 of ULT include the issuing of EPs to
l9U,UU beneficiaries in respect of 26b,0UU hectares of land, 
or : percent of
program objectives. 
 There is, clearly, wiae scope for improving
administrative arrangements that woulo expedite progress under PU k7.
 

lable lu
 

OLT (PD 27) Achievements 

Area covered Beneficiaries
 
('UOU ha) ('UO )
 

Full Program Coverage 
 822 

Completion (1972-1986) 

588
 
19U
Remaining (19b7-19y0) 

26b 

567 
 3 8
 

in 19b7, the ULT program accomplished only 47.1 percent of its plan taryet
of 170,UOU hectares, however, the lana aistributeu during this perioa, bU,14b
hectares, accounted for over 23 percent of the total 
lanu aistriDutea since
the 7aunching of the prograi 
in l97_ This dramatic improvement can oe
attriuuteu to (a) 
a series of inter-agency planning worKshops conouctea at the
national, regional 
ana provincial levels whicn successfully integrateu ULl
activities, simplified systems and procedures on 
lana acquisition and
aistriuution and decentralized DAN management authority; (b) the priority
placeu by the PARC on the completion of the ULT program, ana 
(c) the provision

ot additional funding support.
 

Further, in preparation to the launching of the CARP, a compulsory program
of landowners' registration was initiated in 1987. 
 The purpose of this
program was to generate a comprehensive uatabase on 
land tenure. Also, a
public information campaign to create awareness and encourage public
acceptance of the concepts, principles and expected benefits derived from CARP
was begun. Preliminary steps 
 , organize barangay Agrarian Reform Councils
(bARCs) were instituted and the formulation of various operating policy
guidelines for the implementation of CARP were issued during this period as
well. The PARC 
is currently in the process of finalizing twenty sets of
guidelines for CARP. 
 Among the guidelines still being reviewed by the UAR are
those governing multi-national corporations, commercial farms and
proauction/profit-sharing enterprises (list of guidelines appears in Annex A
 
to this paper).
 



As previously mentioned, ti.a legislative mandate is now in place which,
among other things, institutes an 
ayrarian reform program, proviues for tenure
security, establishes 
toe powers to execute the CARP, determines a just lana
valuation, sets irplementation priorities, incluues enforceable sanctions
involving foreclosure ifa tenant beneficiary is benina in payments ana
outlines 
an appeals proceaure of lanuowners prctesting lana valuations.
However, there remlains 
a nuliber of problems which will impeue the
implermentation of CARP before significant accormplishrients 
can be realizea.
 

Those problems relate to issues regarding the transfer of beneficiary
rights obtainea trow the ULT program through 
the sale or passing or rights,
inter-vivos, to heirs or others, GUP lana recoras 
Which are incomplete anu
auplicative, lanu re-surveys which r,
ust be completea on up to 20 percent of
the ULl areas; corpensation provisions which rust be reviseu for rice and corn
lands under ULT whicn 
are basea on pre-19?2 use of land values and are often
only a small fraction of their true market value; 6ARCs, which 
are meant to
verify ano help estaolish lana values, 
anu are tar froi being tully organized,
and ULT beneficiaries who do not hdve the financial 
resources to pay taxes oue
on 
the lanu from the effective aate of transfer, i.e., from 1972.
 

The potential problems, like its scope, are enormois unuer CARP. 
 The (SUP
has concluaea that agrarian reform is necessary for political stability ana as
a nmeans 
of increasing the number of Filipinos participating in, ana having an
impact on, economtic recoversy efforts. 
 The past attempts, ana failures, at
legitimate land reform in the Philippines hav'e only confirmea that to 
succeeu,
CARP rmust be comprehensive in scope, the legislative mancate as well 
as the
administrative framework must be in place, the political will 
to support
agrarian reforr.m rmust 
be sharLa by a majority throughout the Philippine
political spectrum; 
ana financing must be maae available ana be conensurate
 
with program objectives.
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III. PROGRAM OBJECTIVE AND STRATEGY 

A. Objective
 

The objective of the proposed AMSP isto assist the GOP in agrarian reform
efforts by proviaing program support anc 
monitoring ana evaluation services
for the early implerimentation phase of CARP.
 

The United States has important political, economic ano strategic
interests in the Philippines. Further, the Philippines has important
aevelopmint neeas which the U.S. 
can help address. Inrecognition uf these
twin interests, tne U.S. Government has fostereo, with the Philippines, one of
its longest, uninterrupteu aevelop,ent assistance programs anywnere in the
worla. It isrecognized that a strong, economically sounu ana aemocratic
Philippines is in the best interest of the Unitea States.
 

Although tremenaous economic strides have been raae since the 198b
Kevolution, the Philippine economy, like its 
 emocracy, remains frail.
CARP is
a program intenued to transform the agricultural base aria 
TIe
 

permit more
Filipinos to share intheir nation's economic revitali.:ation bj becomiing full
partners in oevelopment. This will not only allow a greater number to
participate in shaping their own aestinies, but will 
counteract insurgency
claims that the GOP is not serving the neeas of its people.
 
In Ueceiter, 
Ib7, tne U.S. Congress took the initiative anu earmarKeu $bUmillion in Economic Support Funas (ESF) to assist inthe Philippine AgrarianReform effort, provideu that the following conditions were met by August 31,

198b: 

(1) The Governtient of the Philippines initiates an effective agrarianreform program ana requests assistance from the Unitea States for
that program; and
 

(2) A substantial majority of the resources for the implementation of
that prograw will be proviaeo by the (overnment of the Philippines or
other non-United States donors or both.
 

The substantial 
majority of resources required unaer CARP will be provicieu
by the (UUPor other non-U.S. aonors, 
 in fdct, SARF has alreaay expenueu moreresources than ARSP will make available (see aiscussion on LAKP financingincluaea in Annex B of this paper for aetails), in June, 1988, A.I.b. reachea
the conclusion that "an effective agrarian reform program, within the reaning
of the relevant provision of the FY 1988 Continuing kesolution has ueen
initiated" 
(see SIATt CABLE 2U9420, aateu June 49, 1988, Annex I). Tnisdetermination was based on the number of important steps taKen anu thepertormance o the GOP in implementing CARP since the issuance of Eu hos. L2b
and 229 inJuly of 198/. 
 Also, on April 7, 198b the Mission receiveu the GUP
letter t. -equest to assist in the implementation of CARP (see Anrex C).Thus, th; conuitions required for the U.S. to 
assist Pnilippine agrarian

reform efforts have been satisfied.
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In the Hission's 

assessm~ent isbased on 
view, CARP continues to be an effective program. This
the accelerated level of land surveys coipleteu under
the ola ULT program during the last year, the encourginy trend in
disbursements realized during 
198b and the formulation of 
over twenty
implementation guidelines curing the last six months of 1988 which provide
greater clarification ano necessary operational procedures for the continued
implementation of CARP.
 

Given U.S. strategic and development interests, continuing
economic/political difficulties in the Philippines, and the high priority
placeu by the.GUP on 
agrarian reform, this docurent presents a program for
A.I.U. to criannei 
its resourc.s effectively to assist the GOP in its agrarian
reform efforts.
 

B. Strategy
 

1. Program versus Project Approach
 
The need to make an immediate impact and reflect U.S. desiresagrarian reform efforts ot the GOP justify the use of a 

to assist in 
program approach over.that of a project. 
 As has been noted earlier, the GuP has
effective agrarian reform program, i.e., 

initiatec an
CARP. The implementing institutions,
w ile weak in many respects, are juugec to be adequate to 
implement the
prograri. 
 A program approach, with the release of dollar transfers contingent
upon the attainment ot tangible physical performance indicators
budget ana SARFdisbursements isfully consistent with the determination that CARP is
an effective prograi. 
 Our planned assistance isdesigneu to alleviate a basic
financial 
resource constraint to the initial implementation of CARP (see the
analysis of SAkF containea in Annex B).A.I.U. Ittherefore, is appropriate for
to provide assistance to an 
existing, effective GUP program rather than
to aesiyn anu attempt to implement a separate activity to compliment LARP.
Further, our aesire to Show support for GOP agrarian reform efforts within a
two-year time frame argues against the use of a project approach.
 

2. keldtionship to Mission Strategy and PU-13 Guidance
 
The goal of the Mission's interim strategy inthe Philippines isto work
with the GOP and the Philippine private sector to improve living standards in
the country's rural areas. 
 Although support to CARP will not necessarily
directly improve agricultural productivity, generate greater employment or
increase rural 
income levels, our planned assistance jhas the potential to
realize those objectives by allowing a larger proportion of the population to
participate in the economic progress of their nation ana promoate political
stability. 
Further, pesos proviaec by the GUP which are associated with tne
collar disbursements will 
finance farm-to-market roads whichi
rural will improve
access to rural markets, fund the construction of irrigation systems
which should increase agricultural productivity; ana 
support the availability
of formal credit through the increased use of production credit to
beneficiaries. 
 Thus, support for agrarian reform is consistent with theairec'tion of the I'ission's Interim Strategy.
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A.I.D. Policy Determination (PD)-13 and Bureau for Program and Policy
Coordination (PPC) guidance view land tenure and land reform as being marginal
rather than fundamental in importance; that is,many other policies (e.g.
farmgate prices, credit, marketing mechanisms, etc.) are seen as being at
least of equal importance with regard to achieving rural development. A
strong implication of the PPC guidance is that the conditions under which
A.I.D. would support redistributive land reform will arise very infrequently;
inmost situations, it will be more appropriate, politically and economically,
to pursue types of policies besides land reform inthe policy dialogue between
A.I.D. and the GOP. 
 Infact, USAID is carrying out an extensive and effective
policy dialogue with the GOP on 
improving agricultural policies under other
proZrams and projects. 
Finally, neither PD-13 or subsequent PPC guidance
provides policy guidance for a politicized situation of land maldistribution
 

which ARSP indirectly'addresses.
 

3. GOP Commitment
 

Agrarian Reform is a top priority of the Aquino administration. The 1986
Philippine Constitution mandates an agrarian reform program. 
Further, the
Medium-Term Philippine Development Plan (1987-1992) acknowledges that an
agriculture-led, employment-oriented development strategy without a 
meaningful
agrarian reform program will 
not generate a strong positive impact on the
rural poor to sustain broad-based rural development. The Medium-Term
Philippine Development Plan recovm~ends the following policies and strategies:
 

-- Accelerate the conduct of Cadastral Surveys; 

-- Expand the scope and coverage of the previous Agrarian Reform effort; 

-- Strengthen the farm-base support services; and 

-- Strengthen farmers' organizations. 

The GOP commitment has been confirmed by the legislative mandate (RP No.
6657) established, the steps taken to institutionally structure CARP
implementation and by the funding identified and provided to date. 
 The best
reflection of the GOP commitment to CARP is the dedication of PARC officials
 
to see that CARP succeeds.
 

4. Other Donor Assistance
 

USAID's grant of $50 million in program support of agrarian reform efforts
will significantly add to the total amount of funds committed by foreign
donors to date. 
Thus far, a total of $126.5 milli6n in support of CARP has
been committed by other donors. 
 The Dutch Government provided $10 million
worth of fertilizers to be monetized, and the Italian Government signed a
protocol agreement on January 12, 1989 to provide $50 million to finance
cadastral surveys, extension service and training, agro-industrial support
services and the construction of post harvest facilities. 
 The Japanese
International Cooperation Agency, Japan's grant facility, recently agreed to
provide ?1.28 billion ($60.2 million) for five capital assistance
 



projects. The ADi 
 has agreed to provide an P8 Million ($38,U00) grant to
finance feasibility studies. 
 inaddition, the Italian bovernment and the Food
and Agriculture Organization (FAO) jointly agreeC to provide $6.1 
million to
provide institutional support to agencies involve 
 in CARP implementation

activities.
 

A numblDer of other donors 
are consiaering support of agrarian reform
relateo activities in the 
near future. 
 The britisii are now considering a
request from [AR for a technical assistance grant for about $8U, bU 
to ao a
pilot nuclear farm project. 
 The UAk has requested 
 apanese grant assistance
aiiunting to $35 million for agricultural support services and prormotion. 
 The
Japanese are also consiering extending a sector loan for CARP through an
agricultural dvelopment program.

44b million irrigation project. 

The GUP has also asked the AUB to finance a
Further, under the general Consultative Group
meeting scheduled to contience 
on July 2, 1V89, in Tokyo, the GUP is expecteo
to outline their neeas and solicit commiitments from donors to provide
tinaticiny for specific portions of the CARP. 
 It is expecteo that the
LoMsuItative Group will 
involve the United States, Japan, West Germany, breat
britain, the World bank and other major donors.
 

To ensure that there is
no 
double financing of AKF disbursements by AXSP
anu uLy other aonors, tne GUP will 
include a certification in the final auaiteo
reports that disbursements attributable to 
AKSP funded budget iterms were not
financed by other donor programs.
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IV. PROGRM DESCRIPTION 

A. The Program
 

Specifically, A.SP isdesigned as sector assistance with quantifiable
physical and financial performance indicators. The PRSP will provide $50million in grant assistance. Of this total, approximately 147.5 million willbe available as program assistance to fund mutually agreed upon and eligibleSARF budget line items.- The remaining 12.5 million will finance the
anticipated monitoring and evaluation needs of the program supported by A.I.D.financing; any unused amount of which will be reallocated to the program
assistance line item. Our assistance will principally support activitiesunder the OLT component of CARP in the 18 - month period from January 1, 1989 
to June 30, 1990.
 

The program assistance will be disbursed intranches. 
 As ARSP is
designed, there may be several 
tranches of dollar releases. The first tranche
will be released as soon after program execution as the conditions precedent
(CPs) can be A1t and is based upon the GOP's reported physical accomplishmentsfor the first two quarters of 1989 and on the GOP's reported disbursements inthe first quarters of 1989 and reasonably anticipated disbursements for thelast two quarters of 1989 in the eligible budget categories. After the
initial tranche, dollars will be disbursed (in amounts not less than
$100,000), in response to GOP requests and based upon the degree of attainmentof mutually agreed to physical performance targets and reported and reasonablyanticipated SARF peso disbursements for mutually agreed upon eligible budgetline items, adjusted ifnecessary on the basis of the results of monitoring.
Upon receipt of each dollar tranche, the GOP will deposit, within one business
day, into a special account the equivalent amount of pesos. 
The dollars, and
 any interest earned, will be used for payments of official debt to
multilateral lending institutions such as the IMF, IBRD, IDA and ADB. 
The requirement that the release of dollars iscontingent upon meeting
both "tests" addresses the need to encourage CARP performance and support SARFdisbursements. The use of a physical performance indicator test ensures that
A.I.D. disburses dollars only after the GOP has realized significant
accomplishments in CARP's central activities: surveying land, and generatingand distributing EPs. 
 The use of a SARF disbursement test ensures
A.I.D.'s disbursements under ARSP are 

that
based on SARF budgetary expenditures. 

Release of this Program's generated pesos to the SARF will be on a
replenishment basis for a 
proportional. share (approximately 80 percent) of
disbursements on eligible SARF budget items in the aggregate. 
 Quick
disbursing eligible items, therefore, are likely to get a larger share of theA.I.D. Grant. The CARP implementation period to be covered will be from
January 1, 1989 until the $50 million has been disbursed, estimated to be 18

months.
 

Quarterly unaudited disbursement reports, physical progress reports and

periodic audited reports will be required.
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Special arrangements such as those used under BSP II, will be made totrack the uses of the dollars and local currency. The details are discussedin Section V, Financial Arrangements and Implementation Plan, ImplementationProcess: Disbursements & Controls.
 

An accounting firm under an A.I.D. direct contract will verify bothphysical performance progress and SARF budget disbursements by reviewingsubmitted quarterly CARP progress reports and unaudited financial reports.
The GOP's system for measuring physical progress indicators, whileconceptually sound, is-new and isonly now being tested. 
Therefore, it is
prudent that there is an independent review to verify progress. 
 Reviews of
GOP financial reports will enable USAID to determine the adequacy of both the
data being generated and the system to process the data. It is understoodthat ifthe financial reviews reflect that the data and financial systems in
place are adequate, these independent reviews could be curtailed and.eliminated prior to the completion of the Program. 
However, initially, these
services will be ready to cover the period of our planned involvement in CARP
and cost approximately $2,245,000. 

An evaluation of ARSP is included and scheduled for July, 1990.
evaluation will The
involve an estimated eight person months of effort and costapproximately 1253,000. All contracts will be direct with direct payments

being made.
 

B. Determination of Tranche Amounts
 

The release of dollars will he contingent upon two tests: the attainmentof progress as reflected in ARSF physical performance indicators and SARF
budgetary disbursements.
 

(1) Physical Performance Test: With regard to progress in meetingphysical performance indicators, targets have already been established by thePARC. 
 Five of these targets have been selected as performance indicatorsthe ARSP: area surveyed, emancipation patents generated, 
in 

in terms of numberand hectares covered; and emancipation patents distributed, again in termsnumbers and hectares covered. CARP performance against 
of 

these performanceindicators will be one measure to trigger the release of dollars to SARF.Performance completed since January 1, 1989 will be included as progress
toward meeting ARSP performance indicators for purposes of determining thesize of all dollar disbursements. 
 PRSP's benchmarks are approximately 130
percent of the.1988 GOP accomplishments. 
Table 11 shows the five physical
performance indicaturs, the progress to date under these indicators, andfuture progress benchmarks.
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Table 71
 

PerforMance Indicators
Physical Target 
 1986 
 1987 
 1988 
 1988 
 1989
 

GP PRSP
Target 
 Progress
Area Surveyed (ha) 259,148 Target Benchmarks
139,494 
 171,120 
 140,500 
 961,000 
 182,695
 
Generated (ha) 
 42,332 
 92,230
(# of patents) 51,201 98,000 141,404

Distributed (ha) 

113,045 98,000 104,686 
355,000 176,987


33,237 436,267
66,036 190,633
(# of patents) 98,000 100,941
43,661 355,000
87,470 131,223
98,000 
 106,254 
 436,267 
 138,130
The five indicators which have been selected were chosen because: 
 they
 
are activities which directly result from CARP implementation, they 1: 
 -rently
 
reflect that progress is being made toward distributing land to farmers, they
 
are useful in the rural development of the Philippines whether or not CARP as
 
a program is fully able to meet all of its objectives, and they will be
relatively simple to enumerate and verify.


A formula based upon the GOP's achievement of 1989 physical targets has
 
been devised to determine the dollar amount to be tranched under this
 
criterion. 

budgetary disbursements for the eligible items, will determine the actual
 

This figure, when compared to the amount based on aggregate SARF
tranche amount. 
 Progress inmeeting these five targets has been and will
 
continue to be uneven. 

finally distributed. 

Land must first be surveyed, then EPs generated and
Progress inmeeting any one target is not entirely
given point intime. 


dependent upon progress in other areas, and may vary significantly at any
recognize this uneven progress and allow for an amount to be tranched based on
 

Thus, the proposed disbursement formula attempts to
this criterion only as long as progress in implementation of the CARP program
isrealized.
 
The percentage of progress made by the GOP inmeeting the ARSP benchmarks
 

will be determined fqr each of the indicators, including orogress in 

100 percent. 
 The percentages will be added together and aivided by the number
 

excess
of indicators to detemln,, the average progress to date. 

of
 
percentage will be multiplied by the base figure which isdefined as the $50
 

The average
million less the monitoring and evaluation contract(s) ($2.5 million).
resulting figure isrounded to the nearest $100,000 and isthe amount of the 
tranche value based 

The 
on performce attained.the second test of SARF budget disbursements. This figure will then be put toall residual funding, The last tranche will includeif Performance and SARF budgetary disbursements 

which may be less than the stated 3100, 00 level. 
 warrant,An exapee of how this
fomula would be applied isas fo! 
 :ws:
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Physical Indicator 
 ARSP GOP Qtrly Percent 
Benchmarks Progress Target 

Area Surveyed 
 182,695 100,000 55%
 
EPs

Generated (ha.) 
 176,987 40,000 23%
(# of patents) 190,633 
 30,000 16%
Distributed (ha.) 
 131,223 10,000 8%
(# of patents) 138,130 
 5,000 4% 

Average percent progress = 106% / 5 21.2%. 
$50 million Total A.I.D. assistance level co CARPless 2.5 million 
T43T 

Funds insupport of Monitoring

million Base
 

x 21.2%
 
M. 7 million, or $10.1 million
 

In the above example, the five percentages yield an average of 21.2
percent of progress, which, when multiplied by the base figure of $47.5
million, would yield an amount for tranching purposes based solely on this
criterion of $10,070,000. 
 This figure, when compared to the amount calculatedon the basis of SARF budgetary disbursements,., wilI determine the actual
tranche amount.
 

(2) SARF Budgetary Needs Test: Unaudited SARF disbursement reports,reasonable estimates of disbursements in the ensuing period, and adjustments
based on monitoring will provide the information for calculating the dollaramounts of tranches based on disbursements made under eligible SARF budget
line items. For the first tranche, 
 a report providing the estimated SARFdisbursements for eligible budget line items in the first two quarters of 1989
and reasonably anticipated disbursements for the last two quarters of 1989
will be the basis for calculating the dollar amounts of tranchesdisbursements made under eligible SARF budget line items. 
based on 

The resulting
amount will be reduced by 20 per cent and converted into a dollar amuu,wit.Subsequent determinations of the dollar tranche based on budget disbursements
will include adjustments based on the results of monitoring. In order topermit dollar tranches to be made prior to the monitoring contractor's having
completed monitoring for all periods covered, $2.5 million will be withheldfor final disbursement after all monitoring has been completed. Ifthe amountof a tranche based solely on performance indicators exceeds the amount for atranche based on SARF budgetary disbursements for eligible line items,amount based on SARF budget disbursements shall be the amount of dollars 
the 

disbursed into the Dollar Special Account. 
 Likewise, if the tranche value
reflecting SARF budgetary disbursements exceedsto the tranche amount accordingthe attainment of performance, the lower figure (in this case thedetermined by performance attainment) amount
will prevail. Adjustments figuringaccumulations and revisions to reports to determine the tranche value will be
done per reporting period. 
 An example of this procedure using cumulative


totals follows:
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Example (amounts in $ millions): 

First Tranche
 

Tranche Amount
 

Based upon Attainment 
of Performance 
 5
 

Based upon SARF
 
Budgetary Disbursements 9
 
The actual tranche amount would be $ 5 million which represents the lesser 

of the tranche amounts. 

Second Tranche
 

Tranche - Actual Previous = Current
Cumulative Amount Tranches Tranche Anount 

Based upon Attainment 
of Performance 
 24 5


Based upon SARF 
19 

Budgetary Disbursements 12 5 7 

The actual 
tranche amount would be $ 7 m.illion which represents the lesser 
of the current tranche amounts. 

Although the GOP reports progress in meeting CARP targets on a quarterlybasis, tranches will be in response to GOP requests, which may not necessarily
be on a quarterly basis. 
 After the GOP submits reports to USAID, the
monitoring contractor will verify the reports using a technique which, in his
judgment, provides a basis for determining reliability of data. Adjustments
based on the monitoring contractor's data may result in increasing or

decreasing the results reported by the GOP.
 

C. Eligible Items 

Table 12 presents a listing of eligible budget line items funded from theAgrarian Reform Fund for CARP implementation activities for 1989 by agency and
activity. The generated pesos will support, inthe aggregate on an
attribution basis, up to approximately 80 percent of disbursement on selected
line items as a group. The individual items will be mutually agreed upon by
USAID and the GOP. Indetermining whether a credit program is subsidized 
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ELIGIBLE BUDGET LINE ITEMS FUNDED FRON THE AGIAN REFORM FUNDBY AGME/ACTIVrrY 

AGENCY/ACTIVI TyDepartment of Agrarian ReformGeneral Administration & Support Services
Land Acquisition and Development (Services)
Agrarian Reform Beneficiaries Development
Land Use Management and Land Development
Agrarian Reform Information & Education

Local y Funded Projects
Acquisition of Equipment

Regional Operations
Department of Agriculture

General Administration & Support Services
Regional Operations
 

Extension/Traini
Department of Energy and Natural Resources

ng
 

General Administration & Supnort Services
Regional Operations

Land Management Services
Forest Management Services
Department of Public Works & Highways


Rural Roads

Small Water Impound-ing Dams
Rural Water Supply
Departnent of Trade and Industry
General Operations Support Services
 
RegionaI Operations
Land Bank of the Philippines

Operational Support

Loans Outlay 

Credit
Land Registration Authority

General Administrative Services
Issuance of Land Titles & Registration of Deeds
National Irrigation Administration
 
Communal Irrigation Systems
N Fo e 
 de 


ove only maintenance, operating
expenses and capital outlays are eligible.

* Provided market-oriented 
rates of interest are charged and debt
 

service payments of borrowers are current lender credit instruments for
purposes of ARSP. 


which support issought under ARSP at the time the credit isreported for
The interest rate charged by the Land Bank to

participating financial institutions must not be lower than two
 
percentage points below the quarterly simple average of weekly weighted

average interest rates on 91
and Land Bank 

to 180 day time deposits incommercial banks
rate to final borrowers must not be lower than two
 
percentage points below the quarterly simple average of weekly weighted

average interest rates 
on 91
banks, both to 
180 day secured loans by commercial
as compiled by the Central Bank of the Philippines, and both
for the period for which support issought.
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or not, A.I.D. will examine both the rate of interest charged to ultimate
borrowers and the currency of debt service payments since payment delinquency
may in effect be a 
means of providing subsidized credit. 
 Inaddition, funds
provided or made available under the ARSP will not be used for disbursements
for (i)military or paramilitary purposes, (ii)equity transfers or subsidies
to government corporaticns or (iii) 
consumer subsidies.
 

Out of the total of V6.2 billion budgeted for CARP, through the SARF
mechanism in 1989, line items which would be acceptable to A.I.D., excluding
all credit for purposes of discussion, amount to V3.36 billion. 
 However,
actual cash disbursements for the type of items included are expected to be
only 60 to 75 percent of the budgeted levels. 
 Hence actual disbursements, at
a 80 percent realization rate, are expected to total 112.0 billion. 
If the
AISP's generated pesos share were 70 percent of disbursements (seventy percent
of P2.0 billion share would equal 11.4 billion), then provided the performance
criteria were met, all pesos to be generated by dollar transfers would.be used
within the 1989 budget year. Even if
until some of the dollars were not transferred
1990, the generated pesos could still be attributed against 1989 peso
disbursements. 
Physical performance and peso disbursements can be achieved in

different years.
 

D. Management Requirements
 

1. USAID
 

The Office of Rural and Agricultural Development (ORAD) will have major
responsibility for administering USAID's assistance to CARP. 
The monitoring
and evaluation requirements alone under ARSP will add an aam'nistrative burden
to ORAD at a time when management requirements under existing activities 
are
becoming more pressing. Administration of this program will require ORAD to
allocate the following management units: 50 percent time of one USDH; 100
percent time of one FSN position; and 25 percent time of one graduate student
intern (June 1989 through June 1990). 
 Both the FSN and intern positions are
new. 
ORAD will also manage the contractor(s) selected to provide the
monitoring/evaluation services under 
RSP. However, in order to bnsure
adequate staffing support of this politically important program, a 
Personal
Services Contractor (PSC) program manager will also be hired under the Program.
 
A USAID program implementation committee will be formed to monitor
implementation progress under ARSP. 
The committee will be chaired by the ORAD
Project Officer and include representatives of: the Office of the Program
Economist; the Project Design and Implementation Division of the Office of
Capital Development; the Program Office and the Controller's Office. 
Other
Mission offices, particularly the Office of the Regional Legal Advisor, the
Contracts Services Division and the Logistics Division of the Executive Office
and the Engineering, Infrastructure and Energy Division of the Office of
Capital Development will lend assistance on an as needed basis.
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2. The GOP
 

Every effort has been made in the design of this program to m"nimize the
additional administrative burden on the GOP. 
 With the PARC structure in
place, the GOP management of ARSP will mirror the administrative
responsibilities under CARP with the DAR having primary responsibility andcoordinating with the principal agencies and offices of the DENR, DA, LBP and
the DPWH.
 

E. Termination or Reprogramming 

If CARP performance warrants, the entire amount of program funds availablecould be disbursed in months12 of program execution. At any time, ifperformance trends would indicate that little performance is expectedfuture, in theUSAID will consider the need to renegotiate or terminate the GrantAgreement for the Program.
 

Recognizing that progress under SARF-funded activities may become delayed,
due to litigation or other unforeseen circumstances, performance benchmarksmay not be reached within the desired period after Program Agreement
execution. If this should happen, USAID will review with the GOP the issuesand problems preventing SARF-funded activities from reaching the r.,utually
agreed upon benchmarks. If USAID determines that the GOP has a continuingstrong commitment to the implementation of CARP despite whatever factors haveprevented these performance targets from being met and the GOP has identifiedsteps to resolve the impediments
elect 

to reaching performance benchmarks, USAID mayto extend the periodtime in which performance would be reported anddisbursement of dollars made.
 

If at any time, however, USAID determines that the GOP has enacted
legislation or issues guidelines which would call into question the
effectiveness of the SARF-funded activities which ARSP funding supports, or if
it is apparent that administrative/legislative "bottlenecks" preventing
desired performance levels to be achieved will not-be altered inthe
foreseeable future, USAID would consider termination of the Grant Agreement or
seek renegotiation of the terms of the Agreement. 
Accordingly, tile GOP and
USAID may agree to reprogram funds obligated under the PRSP provided ill ofthe statutory requirements
Notification, were satisfied, including Congressionalif appropriate and authorizing and obligating instruments areproperly amended. Insuch a 
case, funds may be reprogrammed under ARSP as
program assistance in support of CARP activities not financed under SARFand/or GOP agrarian reform activities not specifically implemented under
CARP. ARSP funds that are obligated but not disbursed to the Special DollarAccount would be returned to the U.S. Treasury if it were apparent to USAIDthat ARSP funding could not be reprogrammed to assist GOP agrarian reform
efforts effectively. In any decision

outside of CARP, USAID 
to reprogram available ARSP fundingwould first have to make a determination that whateverprogram to which such reprogrammed funds would flow is effective, that U.S.
funding will constitute less than a substantial majority of available funding
and a 
GOP request for U.S. assistance is received.
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Possible activities for reprograliled funas incluue but are not linitea to:
extension services of the UA, certain services of the Lana Management Bureau
ana 
N*IRIA, and selectea credit programs serviced by the LbP wnich are
incluaea unuer CARP but not financea under SARF, the construction and
maintenance of selectea rural roads, irrigation systems, electrification
distribution, an 
 siimilar support activities currently being implementea by
the DPWH, the National Electrification Auministration ana by the National
Irrigation Administration which are required by LARP as support services but
 

are not funae by SARF.
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V. FINANCIAL MRANGEfENTS AND IMPLEIENTATION PLAN 
A. Implementatici Process: 
 Disbursements & Controls
 

1. Dollars
 

a. Initial Dollar Tranche
 

Upon satisfaction of the listed Conditions Precedent to initial transfer
of dollars to the GOP '(see Section VII, Conditions Precedent, Covenants and
the Status of Negotiations) and fulfillment of both the physical performance
and budget expenditure tests, A.I.D. will transfer on behalf of the GOP an
initial tranche, equal to the lesser of the physical performance and budget
expenditure amount, for deposit in the separate account 
or accounts with the
bank or banks specified by the GOP. 
 Transfer will be effected through the

electronic funds transfer system.
 

b. Creation of the Dollar Special Account
 

The separate bank accounts into which dollars transferred are deposited
will be referred to collectively as 
the "ARSP Dollar Special Account". Funds
deposited inthis Account will be used for payments to the IMF, IBRD, IDA,
and/or ADB or for such other purposes as A.I.D. may agree to in writing, in
accordance with mutually agreed upon implementation plans.
 

c. Transfer of Dollars from the ARSP Dollar Special Account
 

Prior to the initial transfer of dollars from the ARSP Dollar Special
Account, the GOP will, except as A.I.D. may otherwise agree in writing,
furnish to A.I.D., 
inform and substance satisfactory to A.I.D. an
implementation plan and 
a schedule of payments.
 
A schedule of payments for each tranche (and any other balances inthe
ARSP Dollar Special Account) is a Condition Precedent to deposit of that
tranche in the ARSP Dollar Special Account inorder to ensure that agreed upon
uses of the subsequent tranches dollars are 
identified before providing the
subsequent tranches.
 

Once dollars are disbursed into the Dollar Special Account, the GOP will
transfer dollars from the PRSP Dollar Special Account in accordance with the
implementatio plan. 
 All dollar transfers will be drawn directly from the
PRSP Dollar Special Account and paid directly to the payees specified in the
implementation plan for the amount specified on the due dates.
 

d. Subsequent Dollar Transfers
 

Except as A.I.D. may otherwise agree inwriting, prior to the subsequent
transfer of dollars by A.I.D. or to the issuance of documentation pursuant to
which such transfers will be made, a 
determination will be made'as to the
appropriate size of any subsequent dollar transfer based on the independent
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sample -verification of GOP quarterly reports on physical performance and
unaudited disbursements Inaddition, the GOP will provide evidence
satisfactory to A.I.D. that (1)the dollar payments agreed upon 
are being or
have been made; (2)the GOP will be in substantial compliance with all of the
terms and conditions of the Grant Agreement as of the date of such transfer or
issuance of documentation; (3)the GOP will furnish to A.I.D., 
inform and
substance satisfactory to A.I.D., a statement of the name, branch and U.S.
Federal Reserve Bank branch number of each bank with which the dollarstransferred will be deposited, together with a statement of the amount ofdollars to be deposited ineach separate account; and (4)the GOP will furnishto A.I.D. an implementation plan satisfactory to A.I.D., specifying a schedule
of payments, which will identify payees, amounts and due dates, proposed to be
made by the GOP using dollars held in the ARSP Dollar Special Account. Thesepayments will be made using the subsequent tranches of dollars, plus any other
funds remaining in the Dollar Special Account.
 

Upon satisfaction of the above conditions precedent to transfer, A.I.D.
will transfer, on behalf of the GOP, the subsequent tranches of dollars
through the electronic funds transfer system for deposit in separate accounts

with the banks specified by the GOP.
 

2. Pesos
 

Creation of ARSP Peso Special Account
 

Within one business day of deposit of dollars by A.I.D. inthe ARSP Dollar
Special Account, the GOP will establish one or more separate bank accounts
(collectively, the ARSP Peso Special Account) and will deposit therein within
one business day of the time any dollar deposit is made by A.I.D. for the GOP
an amount of pesos equivalent to each such dollar disbursement. The total
amount of pesos required to be deposited in the ARSP Peso Special Account in
connection with each dollar disbursement will be determined on the basis of
the then prevailing rate of exchange of the Central Bank for the purchase of
U.S. dollars on the date of conversion of each dollar deposit. 
 Funds
deposited in the ARSP Peso Special Account will not Lie 
commingled with funds
from any other source. The ARSP Peso Special Account will include any
interest in respect of funds held in this Account. 
 The IRSP Peso Special
Account will be used in accordance with the implementation plan for ARSP or
for such other purposes as A.I.D. may agree to inwriting.
 
The GOP will transfer all the pesos from the ARSP Peso Special Account to the
Agrarian Reform Fund Account maintained at the Central Bank of the Philippines.
 

B. Implementing Entities
 

1. The Department of Agrarian Reform
 

The DAR will be the lead implementing agency for ARSP as 
it is for CARP.
Itwill be responsible for timely and satisfactory implementation of ARSP
activities including monitoring and reporting requirements. DAR will also be
overseeing all other ARSP participating agencies/departments i.e., 
 the Central
dank of the Philippines (CB), the DBM, the DOF, the BTR, and other involved
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entities, for the preparation and submission to A.I.D. of documentation for
the disbursement of dollars by A.I.D. to the ARSP Dollar Special Account,prior to such disbursement and disbursement by A.I.D. of the subsequent
tranches of dollars.
 

2. The Department of Finance
 

Together with DAR, the Department of Finance (DOF) will 
represent the GOP
in negotiating with A.I.D. the ARSP grant agreement and any subsequent
amendments to the grant agreement. 
The DOF will also be responsible, in
coordination with the Central Bank of the Piilippines (CB), Bureau of Treasury
(BTr), Commission on Audit (COA) and other involved entities for the
preparation and submission to A.I.D. of implementation plans for the
disbursement of dollars from the ARSP Dollar Special Account, prior to such.
disbursement.
 

3. The Central Bank of the Philippines
 

The CB, through its Treasury, the Management of External Debt Department
and the Department of Economic Research, will:
 

a. With the agreement of A.I.D. and in coordination with theBTR, establish a separate account or accounts with the designated bank or
banks into which dollars disbursed by A.I.D. will be deposited (i.e., 
the ARSP
Dollar Special Account).
 

b. Incoordination with BTR, prepare and submit to A.I.D.,Federal Reserve Bank branch numbers of the bank or banks with which the
dollars disbursed will be deposited, together with statements of amounts of
dollars to be deposited in separate accounts with those banks.
 

c. Upon the advice of BTR, establish a separate account or
accounts to be called the ARSP Peso Special Account, into which the peso
equivalent of the dollars disbursed by A.I.D. will be deposited.
 

d. Credit the peso proceeds of the A.I.D. dollar disbursement
equivalent to the ARSP tranche in the ARSP Peso Special Account.
 

e. Disburse dollars directly from the ARSP Dollar Special
Account to specified creditor(s) per A.I.D. agreed upon implementation plan.
 

f. Prepare and submit to A.I.D., evidence that the agreed upon
payments have been, or are being, made from the ARSP Dollar Special Account,
prior to disbursement by A.I.D. of the subsequent tranches of dollars.
 

g. Prepare and submit to A.I.D., the required quarterly
unaudited dollar disbursement reports. 
 Submit to A.I.D. a cumulative dollar
disbursement report for the entire amount disbursed under the Grant.
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4. The Department of Budget and Management 

The DOM, through its Budget Planning Bureau and National Government
Accounting and Finance Bureau will: 

Coordinate the submission to A.I.D. of the required unaudited
peso disbursement report and the final audited cumulative peso disbursement
 
report for the agreed upon line items together with the required certification
 
related to those reports. 

5. The Commission on Audit (COA)
 

COA is responsible for the timely and accurate submission of audited
reports stipulated in the grant agreement. 
 COA should ascertain that all its
reports supporting the consolidated report are properly filed, maintained and
easily retrievable upon request by A.I.D. or any of its representatives. 

6. The National Economic and DevelcDment Authority 

The National Economic and Development Authority (NEDA) is expected to
coordinate and act as the GOP secretariat leading up to the initiation ofnegotiations. 
NEDA will distribute drafts of relevant documents, arrange
internal GOP meetings to coordinate understandings and positions, and provide
general support to the GOP negotiating team. 
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VI. 
 MONITORING, REPORTING AND EVALUATION REQUIREMENTS
 

As stated earlier, the implementation of ARSP will be monitored through
quarterly reports (which may be amended from time to time).
Will These reports
include progress realized and implementation issues identified during the
reporting period, as 
well 
as financial reporting of both dollar and peso
accounts. 
To ensure the validity of the reports for physical indicators and
the financial reports, a 
contractor will 
assess the adequacy of the reports.
Afterwards, a determination will be made by USAID of adjusting levels of
monitoring by the contractor depdnding upon the initial findings.
 

A. Physical Indicators
 

Quarterly reports providing information on 
the attainment of agreed-upon
pnysical progress indicators shall be provided by the end of the following
quarter for which the progress is reported. 
Such reports shall be submitted
by DAR, acting as Executive Secretariat to the PARC, to USAID. 
 The content of
the quarterly reports is discussed below. 
Ifat any time, progress Inmeeting
the agreed-upon physical performance indicators is slowed, resulting in
funds being disbursed, a meeting(s) shall be held with officials of PARC 
no 
and

new
 
USAID to determine the reasons for such delays inmeeting benchmarks and to
take appropriate action to 
resolve them. 
 These meetings will be in addition
to those required under 2(c) of the Covenants (see Section VII to this paper).
 

Quarterly progress will be verified through the services of an accounting
firm that will review progress achieved during any given performance period.
Depending on the results of this verification procedure, acceptance of
performance or any necessary adjustments will be made as discussed earlier in
this paper.
 

B. Financial Reporting
 

1. ARSP Dollar Special Account
 

(a) Unaudited Quarterly Reports
 
Unaudited quarterly reports for financial activities will be due by the
end of the following quarter, and will contain, at a 
minimum, the following
information: evidence satisfactory to A.I.D. that the agreed upon payments to
multilateral institutions have been or are being made from the Dollar Special
Account prior to disbursement of the subsequent tranches of dollars. 
 For each
disbursement from the ARSP Dollar Special Account, the payee and date of
payment must be specified, together with a 
certification that the GOP has
obtained and ismaintaining documentation.
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(b) Audited Final Report
 
Final audited reports covering the calendar year 1989 period will be
provided to USAID by September 30, 1990. 
 Inaddition, in the event that all
grant funds are not disbursed within the 1989 calendar year, additional
audited reports covering the period(s) of time for which disbursemeits of
grant funds were realized will be provided to USAID. 
 These additional audite'
reports will be provided by December 31 
of the year inwhich funds were
disbursed for the first semester report and by September 30, of the following
year for the audited report. 
 The GOP shall also furnish with these final
reports certifications that all funds held in the ARSP Dollar Special Account
have been used in accordance with the terms of the Grant 
Anreement.
of the audited final The form
reports should be consistent with that of the unaudited
quarterly reports.
 

2. ARSP Peso Special Account
 

Once the Grant Agreement for ARSP has been signed, USAID will directly
contract with a firm to provide financial monitoring. The contractor will
review financial 
reports prepared by the GOP and will recommend amounts to be
approved by A.I.D. 
 Review of the reports will include reports of
disbursements made beginning January 1, 1989. 
 Should USAID subsequently make
a determination that the reports prepared by the GOP are adequate, itmay
discontinue the monitoring contract.
 

(a) Unaudited Quarterly Reports
 

Unaudited quarterly reports for financial 
activities will
end of the following quarter, and will contain, at a 
be due by the
 

information: cumulative actual 
minimum, the following


disbursements by specific budget category
through the end of the period reported for cost; incurred on or after January
1, 1989, in the agreed upon budget categories.
 

(b) Audited Final Report
 

Final audited reports covering the calendar year 1989 period will be
provided to USAID by September 30, 1990. Inaddition, in the event that all
grant funds are not disbursed within the 1989 calendar year, additional
a.udited reports covering the period(s) of time for which 14sbursements of
grant funds were realized will be provided to USAID. 
 These additional audited
reports will be.provided by December 31 
of the year inwhich funds were
disbursed for the first semester report and by September 30 of the following
year for the audited report. 
The GOP shall also furnish with these final
reports certifications that an amount equal 
to the amount of pesos transferred
from the ARSP Peso Special Account to the SARF has not been reported against
other external assistance available to the GOP for disbursement for such
costs. 
 The form of the audited final reports should be consistent with that
of the unaudited quarterly reports.
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C. Evaluation Requirements 

An external evaluation of ARSP will be conducted beginning in July, 1990
or earlier if agreed upon by AID and the GOP. The main objective of theevaluation is to assess ARSP and include an assessment of the qualitative
indicators of CARP progress. 
 In general, the evaluation will review thestatus of CARP implementation in light of the performance indicators agreedto. This assessment should consider the context in which the program has beenoperating. This includes economic, political and social factors that have
affected CARP either negatively or positively and will include a 
sampling of
the impact of various CARP activities.
 

As the objective of ARSP is to assist CARP implementation through budget
support to SARF, the evaluation will review SARF performance as well as
procedures and documentation requirements of ARSP.
 

Finally, the evaluation will recommend whether IRSP should be amended. Ifthe program isto be amended, recommendations concerning changes in the
management of the program and other factors pertaining to improvingimplementation will be made. 
 Inaddition, if the program were to be extended,
the evaluation would serve as a resource document for the preparation of an 
amendment.
 

To carry out a thorough evaluation as deseribed here, a four person teamconsisting of an evaluation specialist, an agrarian reform expert, anagricultural economist, and a financial manager will be needed for eightperson months of effort. They should have prior work experience with agrarianreform programs, knowledge of the Asian, with emphasis on Philippine, land
reform experie:ice and an understanding of program support activities. TheARSP Monitoring and Evaluation Budget, as shown in Table 13, outlines the
needed funding for these required services in addition to identifying the
services of one long-term expatriate advisor who would verify CARP progress by
randomly sampling performance indicators, oversee monitoring requirements andadminister evaluation services.
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Table 13 

MSP Nonitoring and Evaluation Budgets
 

Expense Item (Monitoring) 


A. Long-term Expatriate/Consultant 

Salary - 18 months*, $285/day

Overhead - 100% x salary

Post Differential - 15% x salary

Housing & Utilities 

Allowance/Benefits (Education

FICA, OBA, Medical, etc.)
International Travel 

Incl. air fare, tans::ort of household effects
In-country Travel 

Per Diem - 100 days x $60/day 

Sub-Total - Long-Term Consultant 

B. Short-term (Local) Consultants 

Consultant Costs - 11,0'60 man-days X..$100 per day

Out of Pocket Costs (20% of Consultant Costs)

Contingency (5%Of Consultant & Outof Pocket Costs) 


Sub-Total Short-Term Consultants 

C. Home Office Support (of Long-term Consultant) 

D. Other Direct 'osts 

Exec. Secretarial Support $200 x 18 months

Secretaries (4) 1i150 x 18 months.x 4 
Office Rent, utilities $1,000/month x 18 months 
Communications, supplies (incl. computers)
Printing Reports 
Miscellaneous (visas, medical exams, etc)
Vehicle Rental/Operating Expenses/Driver 

Sib-Total Other Direct Costs 

E.Fixed Fee (10%) 


Total Monitoring Budget 


*Assuming 22 work days/month 

Amount
 

$112,860
 
112,860
 
17,000
 
27,000
 

20,000 
25,000 

4,000
 
6,000
 

324,720
 

1,196,000
 
239,200
 
71,760
 

1,506,960
 

20,000
 

3,600
 
10,800 
18,000
 
75,000
 
10,000
 
40,000
 
30,000
 

189,400
 

204,108
 

$2,245,188
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Table 13 (con'd) 

MSP Monitoring and Evaluation Budgets
 

ILLUSTRATIVE BUDGET 
Expense Items (Evaluation) 

A. PersonneI Servis 
 (Specialist)

I.Agricultural Economist
 

Land Reform and Specialist

Finance and Credit Specialist

Administration and Evaluation Specialist

$285/day x 52 days each 


B. Travel
 
1. International
 

RT (Wash/Mn /Wash)$3,000/trip x 4 trips 

2. Local
 

- airfare: $100/trip x 12 trips (3trips each)
- transportation (taxi, bus) 
Subtotal 


C. Per Diem
 
1. International 
( 140 x 8 days - 2 days each)
2. Loca I - Manila $94/day x 180 days (45 days each)- Outside Manila ($60/day x 28 days (7days each)
Subtotal 


D. Other Costs
 
J. Supplies & Materials 

2.Communications 

3.Medical Expense (physical, shots, visa)
Subtota I 

E. Overhead (200% of A) 


F. Contingency (5% of A+B+C 0) 

G. SUBTOTAL 


H. Fixed Fee (10% of G) 

Total Evaluation Budget 


Ano unt 

$59,280.
 

12,000
 

1,200
 
3,000


I r im 

1,120
 

16,920
 
1,680.
 
17N
 

7,000
 
3,000
 
1,000


ITT' 

118,560
 

5,310
 

230,070
 

23,007 

253,077
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VII. CONDITIONS PRECEDENT, COVENANTS AND STATUS OF NEGOTIATIONS 

A. Conditions Precedent to Disbursement
 

First Dollar Disbursement 
Prior to the first transfer of dollars under the Grant, or to the issuance
by A.1.D. of documentation pursuant to which a transfer will be made,addition to standard conditions precedent (CPs) in 

representatives and providing legal opinion, 
designating authorized


the GOP will, except as
Parties may otherwise agree in writing, furnish to A.I.D. 
the 

in form andsubstance satisfactory to A.I.D.: 

(1)an implementation plan specifying the responsibilities and
interrelationships of the entities involved in the implementation of ARSP;
 
(2)a 
true, correct and complete copy of the COA memorandum setting forth
gui'elines for the preparation and submission of audited reports of
disbursements in selected eligible budget categories under agreements with theU.S. and;
 

(3)the written agreement of the GOP regarding the scope of workmonitoring and evaluation services required for
under )RSP. 

Each Dollar Disbursement 
Prior to each dollar disbursement from the ARSP Dollar Special Account,
the GOP will, except as A.I.D. may otherwise agree in writing, 
 furnish toA.I.D., in form and substance satisfactory to A.I.D., evidence that:
 
(a) the GOP is in substantial compliance with all of the terms andconditions of the Grant;
 

(b) a schedule of payments, identifying payees, amounts and due dates
proposed to be made by the GOP using dollars and any interest earned on fundsheld in the ARSP Dollar Special Account; 
(c) a statement 

number of each 
of the name, branch and U.S. Federal Reserve Bank Branch
bank with which the dollars are to be disbursed; and
 

(d) evidence that payments in connection with any prior disbursement of
U.S. dollars have been made from the ARSP Dollar Special Account.
 
(e) reports on physical performance and budget disbursementsof calculating the size of the dollar tranche. 

for purposes 

B. Covenants 

1. Program Evaluation
 

The Parties agree to establish an evaluation programprogram. Except as as part of thethe Parties otherwise agree in writing, the program will 
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include, during the implementation of the program and at one or more points
thereafter: 
 (a)evaluation of progress toward attainment of the objectives of
the CARP as well as ARSP; (b) identification and evaluation of problem areasor constraints which may inhibit such attainment; and (c)assessment of how
such information may be used to help overcome such problems. 

2. Additional General Covenants 

Along with the general covenants covering taxation, refunds, publicity,
communications, termination and representatives, the following generalcovenants are expected to be included in any executed program agreement: 

(a) Periodic Meetings
 

The Parties agree on 
 the importance of periodic consultations to discussprogress under the Program and agree to meet whenever either Party considersconsultation with the other necessary with respect to the program. 

(b) Annual Audit
 
The grantee shall arrange 
for the Commission on anAudit (COA) to conductannual audit of the Program, with the results of the audit to be shared with
 

A.I.D.
 

(c) Reports, Records, Payment Verifications and Refunds 

(1) The grantee shall: 

(A) furnish A.I.D. with such information and reports as A.I.D.may reasonably request showing pesos provided by A.I.D. or the Grantee into
the special account were used for agreed upon purposes and in accordance with
agreed upon procedures and documentation:
 

(B) maintain supporting documentation for data required byparagraph (A) above for at least three years from the date of last submissionto A.I.D. required under the program;
 

(C) afford representatives of A.I.D. at all reasonable times
access to inspect the documentation required under paragraph (B)above toenable such representatives to make such expenditure verifications as they

deem necessary; and
 

(2) In the case of any disbursement which is not supported bydocumentation in accordance with the requirements of this agreement, or whichis'not used for purposes agreed upon hereunder, A.I.D. may require the granteeto refund the dollar amount of such disbursement to the U.S. Treasury and torefund the pesos to the Peso Special Account for such further uses as theParties may agree to in writing. 
During Program Agreement negotiations, the Mission will incorporate intothe Agreement, appropriate language to cover the above terms and conditions. 
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C. Status of Negotiations
 

The use of physical indicators to monitor progress, the magnitude and
number of tranches and requirements for monitoring/evaluation of the Programare but some of the topics which have been discussed with PARC representatives
during the design of RSP. However, itwas recognized that until a.review of
this proposal had taken place by the Bureau, formal negotiations leading to
agreement on these issues could not take place. 
 For this reason, and to ease
the administrative burden of having to seek Bureau approval if negotiations
lead to minor revision in the design of the Program, the Mission requests that
ifthe Bureau should "approve" this proposal, that the Mission be granted
redelegated authority to approve the PAAD 
so as to expeditiously conclude the
Program Agreement.
 



AGRARIAN REFORM SUPPORT PROGRAM (492-0431)
 
ANNEXES
 

A. LISTING OF PARC DEPARTMENTS/AGENCIES 
LISTING OF SELECTED CARP GUIDELINES
 
CABLE MANILA # 18138
 

B. SARF ANALYSIS 

C. GOP LETTER OF REQUEST 

D. INITIAL ENVIRONMENTAL EXAMINATION 

E. STATUTORY CHECKLIST 

F. CARP LEGAL DOCUMENTS 

G. GRAY AMENDMENT CERTIFICATION 

H. EXECUTiVE SLMMARY TO THE SOCIAL SOUNDNESS ANALYSIS 

I. PAIP AND PAAD APPROVAL MESSAGES 



ANNEX A
 
Listing of PARC Agencies

Listing of Selected CARP Guidel-ines
 
Cable Manila #18138 



LIST OF THE GOP AGENCIES
IN THE PRESIDENTIAL AGRARIAN REFORM COUNCIL
 

Office of the President
 

Department of Agrarian Reform 

Department of Agriculture
 

Department of Environment and Natural Resources
 

Department of Public Works and Highways
 

Land Bank of the Philippines
 

Department of Budget and Management 

Department of Finance 

Department of Labor and Employment 

Department of Trade and Industry 

Department of Local Government
 

National 
Economic and Development Authority
 



LISTING OF SELECTED IMPLEMENTING GUIDELINES
FOR 	THE COMPREHENSIVE AGRARIAN REFORM PROGRAM (CARP)
 

1. Compulsory acquisition of private/public aqricultural 
lands
2. Processing of voluntary 	offer to sell involving landholdings covered by
CARP
 

3. Distribution of idle and abandoned land
 
4. Multinational corporations
 

5. Commercial farming
 

6. Registration of landowners (LISTASAKA 2)
 
7. Registration of CARP beneficiaries 
8. Land Valuation and just compensation
 
9. 	Voluntary land transfer and direct payment of compensation by beneficiaries 

10. 
Payment of beneficiaries for land compulsorily acquired by the government
 
11. 
Corporate landowners and stock distribution plans
 
12. 	Production sharing under EO 229
 

13. 	Production and profit-sharing under RA 6657
 
14. 	Determination of le,.se rentals of farmers on tenanted lands under
retention limits and lands not yet acquired under RA 6657
15. 
Organization of Provincial Agrarian reform coordinating Committee (PARCOM)

16. 	Conversion of agricultural lands to non-agricultural or change to otheragricultural 	 uses 
17. 
Policy guidelines and procedures in the redistribution of private
agricultural lands to CARP beneficiaries
 
18. 	New policies and procedures governing redistribution and patenting of lots
landed estateson 	agricultural in favor of famer-beneficiaries 
19. 	 New policy guidelines and procedures governing distribution andof lots in settlement projects	 patenting 

20. 	General Guidelines 
-- A guide to new CARP under RA 6657
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ANNEX B
 
SARF Analysis


Including Attachments
 



Analysis of the Special Agrarian Reform Fund (SARF)
 

To ensure that implementation of the CARP would commence as soon aspossible, in 1987 the GOP appropriated P2.7 billion through EQ 229 which was
funded solely by proceeds from
officials of the 

the APT and PCGG. After discussions withDepartment
Management (DBM), Bureau 

of Finance (DOF), Department of Budget andof Treasury (BTR), APT andNo. 5158, was created solely for the SARF. 
DAR, a special fund code,

Funds received for the SARF aredeposited directly in fund code No. 5158 which are held bynoninterest bearing account. the BTR inReleases of funds a 
procedures as those of the from the SARF follow similarGOP except that PARC approvesimplementing agencies before funds are 

all releases to the
released. 
Funds that
(disbursements plus accounts payables) during the fiscal year by the
 

are not expended

implementation agencies are returned to the BTRof the LBP. at year end with the exceptionThe LBP is the only CARP implementing agency exempted from
returning unexpended funds to the BTR at year end.
 

As a result of cartain sensitive items in the CARP budget, PARC has
divided sources of funding into two areas which are:
Distribution (LAD); (1) Land Acquisition and
and (2) Post-Land Distribution Support Activities
(PLDSA). 
 The LAD funds are 
used primarily to finance compensation to
landowners, land acquisition and distribution activities. 
 The GOP intends to
fund these costs during the ten year implementation period of CARP from
proceeds realized from APT and PCGG activities, from land amortization
payments received from beneficiaries of CARP and from the issuance of LBPbonds at market-based rates.
 
The GOP has designed a cash management system for the sources of LAO funds
as they will initially use the "less expensive" funds from the APT and PCGGearly on in the program and the more expensive funds from LBP later on.
 
The PLOSA fund will be used primarily to cover the costs of preliminary
activities, support to farmer-beneficiaries and support to CARP implementing
agericies. PLOSA will be funded from foreign donors andrevenues from services provided by PLDSA. 

collection and 
the initial There has been a delay in securing
funds for the PLDSA from the above sources because the PARC just
completed and distributed, in September 1988, their proposalproject financing. Collection and revenues 

for foreign
approximately one year from the 

received from PLDSA services lagissuance of production credit bysupport farmer-beneficiaries LBP toof CARP. However,identified the PARC has used- fundsfor LAD activities for 1987 
delay 

and 1988 to fund PLOSA costs to avoid ain the implementation of the CARP.
 
Funds collected 
for LAD and PLDSA are deposited inin a noninterest bearing account. 

the SARF with the BTR 
only used To ensure that the sourcesfor CARP, the BTR prepares and 

of funds are 
PARC. This report submits a monthly certified report toincludes details of remittances from theand the releases from sources of fundsthe SARF to the appropriate CARPThis monthly implementing agencies.report allows PARC to monitor the activity of the SARF. 



Uses of funds
 

Each year the CARP implementing agencies submit to PARC, for review and
approval, 
tneir special budget requests based on the annual work and financial
plans for CARP. 
 The CARP annual work and financial plans list only the
planned expenditures that are supplemental to regular budgetsattributable to the CARP. 
and are directly

Review by PARC of these annual work and financialplans is quite extensive and usually results in substantial reductions being
made to requests. For example, the PARC will 
not fund an extension worker
attached to a CARP implementing agency if that worker does not devote 100percent of their performance to CARP. Attachment 1 to this Annex provides adetailed chart indicatingthe flow of funds of the SARF and the requirementsof the CARP implementing agencies before funds are 
released.
 

To ensure 
the PARC has full 
control of fund releases from the SARF, DBM
will not release funds unless implementing agencies have PARC certification of
funds availability. The PARC certification of funds availability is signed byPARC and BTR showing that funds are available for the implementing agency touse in accordance to the approved annual work and financial plan.
 
Each CARP implementing agency has separate accounting systems to report
only those expenditures attributable 

actual 
to CARP. For the period 1987 to 1988,releases from the SARF have been slow due to coordinating difficultiesamong the various PARC agencies in setting uo appropriate systems to implementthe CARP. However, the key agencies responsible for the implementation ofCARP have a number of systems in place to monitor CARP progress. 

As part of this integrated approach to CARP monitoring, the PARC hasprepared standard Monitoring Forms be completed by each implementingon a quarterly basis (see 
to agencyAttachments 2 and 3 to this Annex). Monitoring FormNo. 1 (Attachment 2) allows for a comparison of actual vs. targetted fund
releases, collections and disbursements for the quarter and year-to-date
totals as well as the varianres between the actual and target amounts. 
 Data
gathered from Monitoring Forn,No. 2 (Attachment 3) will reflect actual vs.
targetted physical targets accomplished for the quarter and year-to-datetotals. The introduction of these forms into the CARP monitoring system has
been slow, but PARC is in the process of expediting their useimplementing agencies. by all CARP

PARC has recently announced that the release future
funds to implementing agencies will be contingent upon the reliability of theimplementing agencies' reporting data and whether they are deviating
substantially from their targets. 

SARF Monitoring and Reporting 

As mentioned above, PARC has implemented controls in monitoringto ensure the SARFthat funds are used solely for the CARP. All reports from theimplementing agencies will be sent directly to PARC, where they will bereviewed and formatted into one consolidated report.will maintain records at 
Each implementing agencytheir respective offices and the Commission on Audit(COA) will ensure that the actual disbursements are CARP related and are part 



of the approved work and financial plan. 
 COA will prepare, each quarter, a
separate disbursement report for each agency and will submit this information to PARC.
 

Strengths of the SARF 
Procedures for releases of funds from the SARF have been streamlined so
that they can be effectively used by the implementing agencies. However, the
PARC has built into the SARF internal controls to ensure that funds are being
used efficiently and effectively for the CARP. 
 Not only does the SARF have
strong internal controls, it has a degree of flexibility so that PARC can
shift funds for other uses 
within the SARF if the need arises. This will
avoid delays in implementation when modifications are requested by the
implementing agencies or when performance dictatesutilized in another CARP element. 

that funds could be better
Finally, the 
sources of funds available for
the SARF have been sufficient for 1987 and 1988 totalling 5.25 billion pesos
which is well above the actual disbursements for that period.
 

Limitations in the 
Implementation of the SARF
 

Overall, 
the actual disbursements incurred by the implementing agencies
under SARF are well below the targetted amounts for 1987 and 1988.
submission of required Also, thereports by the implementing agencies have beendelayed. Certain implementing agencies, DENR and DA, 
are incurring problems
of identifying supplemental costs for CARP because some of their normal
programs overlap with the CARP. 
 Many of the accounting systems set up 
to
account solely for expenses incurred for CARP contain actual disbursements
figures which are actually extracted from normal 
operations. 
 As a result, the
initial projections have been inflated because there is little actual
information to compare it with. 
 The above limitations reflect the massive
size of the CARP budget and the number of implementing agencies involved.
PARC is 
aware of these limitations and are meeting regularly with the
designated implementing agencies to improve the implementation, coordination
and reporting of CARP activities. 

Financial Analysis of the SARF 

As Table 9 indicates, CARP total sources of fundsand total will be V226.3 billionuses of funds will 
be P402.6 billion. 
 This will 
leave an estimated
funds deficit of V176.3 billion (US $8.4 billion) or 44% additional
needed for the SARF. sources
Presently, PARC believes it will have sufficient funding
for the LAD costs until 1995 and will only have to identify an additional 8%
or P32 billion (US $1.53 billion) for the period 1995 through 1997.
substantial funding sources for PLDSA have not been identified and an
However,
 

additional 36% or ?145 billion (US $6.9 billion) is still 
required to fund
these activities. PARC has presently incurred and has projected a substantial
funds deficit for PLOSA during the planned implementation period of CPRP. 
A quick review of the ten year cash projections for SARF shows it will
have an overall positive yearly cash position until the middle of 1990 (see
 



Attachment 4 to this Annex which does not include the recently provided $50
million in Italian aid). 
 Also actual disbursements (unaudited) as of
September 30, 1988, and fourtn quarter projections for 1988
have a substantial snow Zne 3ARF wiII
funds surplus of V4.6 billion for calendar year 1989.
actual disbursements as of September 30, 1988 totals P844 million (US $40 
The
 

million) representing V336 million (40%) for LAD and V508 million (60%) for
PLDSA. 
However, further analysis of the cash projections for the SARF shows
that the PLDSA will incur cumulative funds deficits of 
F2.9 and P18 billion
during 1989 and 1990 respectively (see graph I included in this Annex).
 
The graphs illustrate the severity of the expected funds deficit for
PLOSA, over 
the ten-year i >2 ementation period of CARP. Thesources area between theand uses of funds for the LAD reflect the expected deficit levels.Under LAD, this area is relatively small and the deficits are minimal compared
to the yearly P15 to V20 billion funds deficits (after 1989) for the PLDSA.
As 
a result of the PLDSA deficits, the graph for the total CARP (graph 4 to
this Annex) shows substantial 
- -icits especially after 1990. Not only is the
PLDSA incurring funds deficits, )ut it is also utilizing surpluses from LAD to
offset these deficits. 
A real danger in continuing to 
use LAD sources of
funds to cover PLDSA deficits is that the estimated 8 percent undetermined
sources of funds for LAD will be much higher and cumulative deficits for LAD
will be encountered before 1995.
 

The graphs, along with Attachment 5, clearly show the cumulative funding
deficits for PLDSA. 
 The cumulative funds deficits for PLDSA grow from 92.9
billion in 1989 to P146.2 billion by 1997, which is 
an annual growth rate of
630 percent (not including inflation). The graphs show that LAD items should
be adequately funded throughout the CARP and the PLOSA is in dire need of
immediate cash infusion.
 

In concluding, the SARF does have sufficient funds for alluntil CARP operations1990. However, the majority of these funds are forfunied primarily by the GOP. 
the LAD which are 

fuoids 
The PLOSA items are incurring a significantdeficit because collections for credit have"commitments" from other donors are not sufficient. 

been delayed and, so far, 
USAID funds in 1989 The quick infusion ofis vital to support the recurring funds deficits expectedfor PLDSA items. 
This quick infusion of funds will 
also allow PARC to avoid
funding the total deficit of PLOSA with LAD sources of funds.
infusion of funds Without a quick
in 1989, the PARC can either reduceservices the necessary supportto agrarian reform beneficiaries (PLDSA) or continue to usesources for PLOSA LADand incur future funding problems for LAD,. 
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ANNEX 0Initial Environmental Examination 



(A) PROGRAM COUNTRY: Philippines
 

(B) ACTIVITY: 
 AGRARIAN REFORM SUPPORT PROGRAM (492-0431)
 

(C) FUNDING: $50 MILLION
 

(D) PERIOD OF FUNDING: FY 1989 - FY-1J)91 

(E) STATEMENJT ?REPARED BY: 
- ay /mnoCt /D, USk h ippines

(F) ENVIRONMENTAL ACTION RECOMME 
 D: Categorical Exclusio 
 nder
6; A.I.D. Regulation 16, Section
 

216.2(C) ( (c)(1_(ii4 H 
(G) ENVIRONMENTAL OFFICER CLEARANCE:
 

.Kevin A.,RusFn7iO , 

USAID/Phiippines 

(H) DECISION OF JSAID/PHILIPPINES DIRECTOR
 

APPROVED:
 

DISAPPROVED:
 

DATE: FEB 01 19 9 

EXAMINATION OF THE NATURE, SCOPE AND MAGNITUDE OF THE ENVIRONMENTAL IMPACT
 

A. DESCRIPTION OF THE PROGRAM:
 

The proposed program consists of funds provided to support the Government
of the Philippines' budget expenditures under the Comprehensive Agrarian
Reform Program (CARP). 
 Some technical assistance will be provided to monitor
progress and provide for evaluation services. 
 A.I.D. will
involved in how the budget support funds are 
not be directly


spent, otter than confirming that
broad budget categories receive agreed levels of GOP funding during the 1989
and 1990 (if needed) calendar years. A.I.D. will 
have neither the knowledge
or control of specific activities within those budget categories.
 

B. RECOMMENDED ENVIRONMENTAL ACTION:
 

Considering the above program approach, a categorical exclusion from
A.I.D.'s Initial Environmental 
Examination, Environmental assessment and
Environmental 
Impact Summary requirements is proposed. 
 This proposal is in
accordance with A.I.D. Regulation 16, 
Section 216 .2(C)(2)(c)(l)(ii) which
provides for a categorical exclusion in situations where the purpose of the
program does not require A.I.D. to have "knowledge of or control 
over, the
details of the specific activities that have an effect on 
the environment for
which financing is provided by A.I.D.".
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Statutory Checklist
 



5C(1) - COUNTRY CHECKLIST
 

Listed below are statutory criteria applicable to: (A) FAA
funds generally; (B)(1) Development Assistance funds only; 
or
(B)(2) the Economic Support Fund only.
 

A. GENERAL CRITERIA FOR COUNTRY
 
ELIGB7L:TY 

1. FY 1989 Appropriations Act Sec. 
 No. 
578(b). Has rhe President 
certified to the Congress that the
 
government of the recipient country

is failing to take adequate ;; 
measures to prevent narcotic drugs .> -. * 

or other controlled substances 
which are cultivated, produced or 
processed illicitly, in whole or in 
part, in such country or
transported through such country,;-..
from beina sold illegally within 
the jurisdiction of such country to 
United States Government personnel
or their dependents or from 
entering the United States 

--

\.-

.. 

. 
, 

.... 

. 

j 

\€, " 

: 

unlawfully? 

2. FAA Sec. 481(h); FY 1989 
Appropriations Act Sec. 578; 1988 
Druj Act Secs. 4405-07. (These
provisions apply to assistance of 
any kind provided by grant, sale, 
loan, lease, credit, guaranty, or 
insurance, except assistance from
the Child Survival Fund or relating 
to international narcotics control,
disaster and refugee relief, 

The Philippines has r 
been defind as a "ma 
illicit drucj producin 
country" or a "major 
transit country." 

narcotics education and awareness, 
or the provision of food or 
medicine.) If the recipient is"major illiciz drug producing 

a 

country" (defined as a country 
producing during a fiscal year at 
least five metric tons of opium or 
500 metric tons of coca or 
marijuana) or a 'major drug-transit
country" (defined as a country that 
is a significant direct source of 
illicit drugs significantly 
affecting the United States, 
through which such drugs are 
transported, or through which 
significant sums of drug-related 



profits are laundered with the
 
knowledge or complicity of the
 
government): (a) Does the country have
 
in place a bilateral narcotics
 
agreement with the United States, or 
a
 
multilateral narcotics agreement?

and (b) Has the President in the March
 
1 International Narcotics Control
 
Strategy Report (INSCR) determined and
 
certified to the Congress (without

Congressional enactment, within 45 days

of continuous session, of a resolution
 
disapproving such a certification), or
 
has the President determined and
 
certified to the Congress on 
any other
 
date (with enactment by Congress of a
 
resolution approving such
 
certification), that (1) during the
 
previous year the country has
 
cooperated fully with the United States
 
or taken adequate steps on its own to
 
satisfy the goals agreed to in a
 
bilateral narcotics agreement with the
 
United States or in a multilateral
 
agreement, to prevent illicit drugs

produced or processed in or transported

through such country from being

transported into the United States, 
to
 
prevent and punish drug profit
 
laundering in the country, and to
 
prevent and punish bribery and other
 
forms of public corruption which
 
facilitate production or shipment of
 
illicit drugs or discourage prosecution

of such acts, or that (2) the vital
 
national interests of the United States
 
require the provision of such
 
assistance?
 

3. 	 1986 Drug Act Sec. 2013; 1988 Drug Act 

Sec. 4404. (This section applies 
to
 
the same categories of assistance
 
subject to the restrictions in FAA Sec.
 
481(h), above.) If recipient country

is a 'major illicit drug producing

country' or 'major drug-transit

country* (as defined for the purpose of
 
FAA Sec 481(h)), has the President
 
submitted a report to Congress listing

such 	country as one (a) which, as 
a
 
matter of-government policy, encourages
 
or facilitates the production or
 

N/A. See (2) ab
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distribution of illicit drugs; (b) in
which any senior official of the 
government engages in, encourages, or 
facilitates the production or 
distribution of illegal drugs; (c) in 
which any member of a U.S. Government 
agency has suffered or been threatened
with violence inflicted by or with the 
complicity of any government officer; 
or (d) which fails to provide 
reasonable cooperation to lawful 
activities of U.S. drug enforcement 
agents, unless the President has 
provided the required certification to 
Congress pertaining to U.S. national 
interests and the drug control and 
criminal prosecution efforts of that 
country? 

4. FAA Sec. 620(c). If assistance is to a No. 
government, is the government indebted 
to any U.S. citizen for goods or 
services furnished or ordered where (a)
such citizen has exhausted available 
legal remedies, (b) the debt is not 
denied or contested by such government, 
or (c) the indebtedness arises under an 
unconditional guaranty of payment given
by such government or controlled entity? 

5. FAA Sec. 620(e)(1). If assistance is No. 
to a government, has it (including any 
government agencies or subdivisions)
taken any action which has the effect 
of nationalizing, expropriating, or 
otherwise seizing ownership or control 
of property of U.S. citizens or 
entities beneficially owned by them 
without taking steps to discharge its 
obligations toward such citizens or 
entities? 

6. FAA Secs. 620(a), 620(f), 620D; FY 1989 No. 
Appropriations Act Secs. 512, 550,
592. Is recipient country a Communist 
country? If so, has the President 
determined that assistance to the 
country is vital to the security of 
United States, that the recipient 

the 

country is not controlled by the 
international Communist conspiracy, and 
that such assistance will further 
promote the independence of the 
recipient country from international 
communism? Will assistance be provided 
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either directly or indirectly to Angola,

Cambodia, Cuba, Iraq, Libya, Vietnam,
 
South Yemen, Iran or Syria? Will
 
assistance be provided to Afghanistan

without a certification, or will
 
assistance be provided inside Afghanistan

through the Soviet-controlled government

of Afghanistan?
 

7. 	FAA Sec. 620(j). Has the country No.
 
permitted, or failed to 
take adequate
 
measures to prevent, damage 
or
 
destruction by mob acLion of U.S.
 
property?
 

8. 	FAA Sec. 620(1). Has the country failed No.
 
to enter into an investment guaranty
 
agreement with OPIC?
 

9. 	FAA Sec. 620(o); Fishermen's Protective (a) No.
 
Act of 1967 (as amended) Sec. 5. (a) Has (b) N/A

the country seized, or imposed any

penalty or sanction against, any U.S.
 
fishing vessel because of fishing

activities in international waters?
 
(b) If so, has any deduction required by

the Fishermen's Protective Act been made?
 

10. 	FAA Sec. 620(g); F1 1989 Appropriations (a) No.

Act Sec. 518. (a) Has the government of (b) No.

the 	recipient country been in default for
 
more than six months on interest or
 
principal of any loan to the country

under the FAA? (b) Has the country been
 
in default for more than one year on
 
interest or principal on any U.S. loan
 
under a program for which the FY 1989
 
Appropriations Act appropriates funds?
 

11. 	FAA Sec. 620(s). If contemplated Yes.
 
assistance is development loan or to come
 
from Economic Support Fund, has the
 
Administrator taken into account 
the
 
percentage of the country's budget and
 
amount of the country's foreign exchange
 
or other resources spent on military

equipment? (Reference may be made to 
the
 
annual "Taking Into Consideration' memo:
 
OYes, taken into account by t;e

Administrator at time of approval of
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Agency OYB." This approval by the
 
Administrator of 
the Operational Year
 
Budget can be the basis for an
 
affirmative answer 
during the fiscal year

unless significant changes in
 
circumstances occur.)
 

12. 	FAA Sec. 620(t). Has the country severed 

diplomatic relations with 
the 	United
 
States? 
 If so, have relations been
 
resumed and have 
new bilateral assistance
 
agreements been negotiated and entered
 
into since such resumption?
 

13. 
FAA Sec. 6 20(u). What is the payment

status of the country's U.N. 

obligations? 
 If the country is in 

arrears, were such arrearages taken into 

account by the A.I.D. Administrator in 

determining the current A.I.D. 

Operational Year Budget? 
 (Reference may

be made to the "Taking into 

Consde:ation" memo.) 


14. 	FAA Sec. 620A. Has the President 

determined that the recipient country 

grants sanctuary from prosecution to any 

individual 
or group which has committed
 
an act of international terrorism or
 
otherwise supports international
 
terrorism?
 

15. 	FY 1989 Appropriations Act Sec. 568. 
 Has 

the 	country been placed on 
the 	list
 
provided for in Section 6(j) 
of the
 
Export Administration Act of 
1979
 
(currently Libya, Iran, 
South Yemen,
 
Syria, Cuba, 
or North Korea)?
 

16. 	ISDCA of 1985 Sec. 552(b). Has the

Secretary of State determined that the 

country is a high terrorist threat
 
country after the Secretary of
 
Transportation has determined, pursuant
 
to section 1115(e)(2) of the Federal

Aviation Act of 1958, 
that an airport in
 
the country does not maintain and
 
administer effective security measures?
 

No. 

The GOP is not de
liquent with resect 
to its U.N. obliga
tions within the mea 
ig of the first 
sentence o Article 
of the U.N. Charter.
 
The A.I.D. Admini
strator has taken an
 

arrearages into acco
 
Into Consideration
 
memo.
 

No.
 

No.
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17. 	FAA Sec. 666(b). Does the country

object, on the basis of race, 
religion

national origin or 
sex, to the presence

of any officer or employee of the U.S.

who is present in such country to carry

out economic development programs under
 
the FAA?
 

18. 	FAA Secs. 669, 670. Has the country, No.

after August 3, 1977, delivered to any

other country or received nuclear
 
enrichment or reprocessing equipment,

materials, or technology, without
 
specified arrangements or safeguards, and

without special certification by the
 
President? 
 Has it transferred a nuclear
 
explosive device to a non-nuclear weapon

state, or if such a state, either 
received or detonated a nuclear explosive

device? (FAA Sec. 620E permits a special

waiver of Sec. 669 for Pakistan.)
 

19. 	FAA Sec. 670. If the country is a No.
 
non-nuclear weapon state, has it, 
on or
 
after August 8, 1985, exported (or

attempted to export) illegally from the
 
United States any material, equipment, or

technology which would contribute
 
significantly to the ability of a country 
to manufacture a nuclear explosive device?
 

20. 	ISDCA of 1981 Sec. 720. 
 Was the country No.
 
represented at 
the Meeting of Ministers
 
of Foreign Affairs and Heads of
 
Delegations of the Non-Aligned Countries
 
Lo the 36th General Assembly of the U.N.
 
on Sept. 25 and 28, 1981, and did it fail
 
to disassociate itself from the 
communique issued? 
 If so, has the
 
President taken it into account?
 
(Reference may be made 
to the 'Taking

into Consideration' memo.)
 

21. 	FY 1989 Appropriations Act Sec. 527. Has No. 
the recipient country oet.n determined by
the 	President to have engaged in a 
consistent pattern of opposition the
to 

foreign policy of the United States?
 

co4
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22. 	FY 1989 Appropriations Act Sec. 513. 
 Has No.
the duly elected Head of Government of
the country been deposed by military coup 
or decree? If assistance has been
terminated, has 
the President notified
 
Congress that a democratically elected
 
government has 
taken office prior to the

resumption of assistance?
 

23. 	FY 1989 A~propriations Act Sec. 540. Yes.

Does the recipient country fully

cooperate with the international refugee

assistance organizations, the United
 
States, and other governments in
 
facilitating lasting solutions 
to refugee

situations, including resettlement
 
without respect 
to race, sex, religion,
 
or national origin?
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B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. Development Assistance Country Criteria
 

FAA Sec. 116. Has the Department of No.
 
State determined 
that this government has

engaged in a consistent pattern of gross

violations of internationally recognized

human rights? If so, can it be
 
demonstrated that contemplated assistance
 
will directly benefit the needy?
 

FY 1989 Appropriations Act Sec. 536. 
 No.
 
Has the President certified that 
use of
 
DA funds by this country would violate
 
any of the prohibitions against use 
of
 
funds to pay for the performance of
 
abortions as 
a method of family planning,

to motivate or coerce any person to 
practice abortions, to pay for the 
performance of involuntary sterilization 
as a method of family planning, to coerce
 
or 
provide any financial incentive to any

person to undergo sterilizations, to 
pay

for any biomedical research which
 
relates, in whole or in part, to methods 
of, or the performance of, abortions or
 
involuntary sterilization as a means of
 
family planning?
 

2. Economic Support Fund Country Criteria
 

FAA Sec. 502B. 
 Has it been determined 
 No.
 
that the country has engaged in 
a
 
consistent pattern of gross violations of
 
internationally recognized human rights?

If so, has the President found that 
the
 
country made such significant improvement

in its human rights record that
 
furnishing such assistance is 
in the U.S.
 
national interest? 



3(A)2 - NONPROJECT ASSISTANCE CHECKLIST
 

Tne criteria hiszea in Part A are 
applicable generally to FAA funos,should be used irresDective of the program's funding source. 
and
 

distinction is 	 In Part B a
maae Detween Vie criteria applicable to Economic Support Fund
assistance and the zriteria applicable to Development Assi:ance.
of the criteria will 	 Selection
aepend on 
the funding source 
for the program.
 

CROSS REFERENCES: 
 IS COUNTRY CHECKLIST UP TO
DATE? HAS STANDARD ITEM 

CHECKLIST BEEN REVIEWED? 


A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 
 FY 1989 ADropriations Act Sec. 523;
rAA Sec. 34A. 
Lescrioe now 

autnorization and appropriations

committees of Senate and House have
been 	or will 
be notified concerning

the project. 


2. 	 FAA Sec. 611(a)(2). If further 

ieg siazlve action is required within 

recipient country, what is basis for
reasonable expectation that such action

will be completed in time to permit

orderly accomplishment of purpose of the
 
assistance?
 

3. 	 FAA Sec. 209. Is assistance more 

efficiently and effectively provided
through regional or multilateral 

organizations? 
 If so, why is assistance 

not so provided? Information and
conclusions on whether assistance will 

encourage developing countries to 

cooperate in regional development 

programs.
 

FY 1989 Country Checklist
 
is attached.
 

Yes.
 

A CN has been submitted
 
to Congress. Obligation
 
will take place once the
 
waiting period has passed

without objection.
 

No further legislative
 
action is required.
 

No.
 
N/A.
 
Program is for targetted

budgetary assistance in
 
support of GOP agrarian

reform activities and is
 
solely bilateral in
 
nature.
 



4. FAA Sec. 601(a). Information and
conclusions on whether assistance will
encou,7.? eff-:rS 
 t e :3unt-v' : 

(a) inc.ease the flow of international 


a6 v ntrade; 	(b) foster private initiative and
competition; (c) encourage development

and use of cooperatives,.credit unions,
and savings and loan associations;

(d) discourage monooolistic practices;

(e) improve tecnnical efficiency of
industry, agriculture, and commerce; and
(f) strengthen free labor unions, 

5. 	 FAA Sec. 601(b). Information and

conciusions c' '"w assistance will 

encourage U.S. 
 -ivate 	traae 
ind
investment abr 
.J and 	encourage private
U.-. parzicipa:on in foreign assistance 
p.--rams (including use of private trade
channels and the 
services of U.S. 

private enterprise). 


6. 	 FAA Secs. 612(b), 636(h); FY 1989
AoroDriations Act Ses. 507, 
 50.
Descrioe steps taken to assure that, to
the maximum extent possible, foreign

currencies owned by the U.S. are
utilized in lieu of dollars to meet the
cost of contractual and other services.
 

7. FAA Sec. 612(d). Does the U.S. own
excess roreignacurrency of the country
and, if so, what arrangements have been
made for its release?
 

8. 	 FAA Sec. 601(e). Will 
the assistance
utilize competitive selection procedures

for the awarding of contracts, except
where applicable procurement rules allow
 
otherwise?
 

9. 
 FAA 121(d). If assistance is being
furnished under the Sahel Development

Program, has a determination been made
that the host government has 
an adequate

system for accounting for and

controlling receipt and expenditure of
 
A.I.O. 	funds?
 

10. 	 FY 1989 Appropriations Act. Will
assistance be designed so 
that 	the 
percentage of women 
participants will 
be
demonstrably increased?
 

Budgetary Support will
 
assist 	in 
areas of CARP
imsmina-:ioa o.:fz wCR 
encourage the use ofrural savings 
institutions and cooDs.
 
As the economic rationale
 
of CARP is 
one of 	equity,

private initiative should
 
be stimulated as 
more
 
Filipinos enter the
 
economic arena.
 

The Program assistance
 
will 
support Philippine
 
agriculture and trade
 
which is largely in the
 
private sector. 
A small
 
portion of the assistance
 
will finance US private
 
sector 	TA.
 

N/A.
 

No.
 

Yes.
 

N/A.
 

N/A.
 



B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE 

1. Nonproject Criteria for Economic Support

Fund 

a. FAA Sec. 531(a). Will this

assistance promote economic and political

stability? To the maximum extent 

feasible, is this assistance consistent 
with the policy directions, purposes, and
 
programs of Part I of the FAA? 

b. FAA Sec. 531(e) Will assistance

under this chapter be used for military 
or paramilitary activities?
 

c. FAA Sec. 531(d). Will ESF funds made
 
available for commodity import programs

or other program assistance be used to 
generate local currencies? If so, will
 
at least 50 percent of such local
 
currencies be available to support

activities consistent with the objectives

of FAA sections 103 through 106? 

d. FAA Sec. 609. Ifcommodities are to
 
be granted so that sale proceeds will 

accrue to the recipient country, have 
Special Account (counterpart)
 
arra-- :ments been made? 

e. FY 1989 Appropriations Act. If

assistance is in the form ofa cash
transfer: 
 (a) are all such cash 

payments to be maintained by the country

in a separate account and not to be
commingled with any other funds? 
 (b)

will all local currencies that may be
generated with funds provided as a cash 
transfer to such a country also be 

deposited in a special account to be used 

inaccordance with FAA Section 609 (which

requires such local currencies to be made
available to the U.S. government as the
U.S. determines necessary for the 

requirements of the U.S. Government, and 

which requires the remainder to be used 

for programs agreed to by the U.S. 

Government to carry out the purposes for 

which new funds authorized by the FAA 


Yes. 
Yes.
 

No.
 

Yes. 
Yes. 

N/A.
 

This Program is a
 
sector support program 
rather than a cash
 
transfer. However,
 
separate accounts will
 
be used for both dollars
 
and local currency

generations.
 
(a) Yes.
 
(b) All local
 
currencies will be 
deposited into separate
 
accounts and used in
 
support of mutually
 
agreed to budget items
 
included in the Special
 
Agrarian Reform Fund.
 



would themselves be available? (c) Has
Congress received prior notification 
providing in detail how the funds will beused, including the U.S. interests that 
will be served by the assistance, and, asappropriate, the economic policy reforms 
that will be promoted.by the cash 
transfer assistance? 

(c) Congress will be 
informed through 
meetings to be held 
between representatives 
of the Bureau and 
Congress prior to 
approval of the Program. 

2. Nonproject Criteria for Development
Assistance Not DA funded. 

a. FAA Secs. 102(a), 111, 113, 281(a).
Extent to which activity will (a)
effectively involve the poor in 
development, by expanding access to 
ecooomy at local level, increasing
labor-intensive production and the use of
appropriate technology, spreading
investment out from cities to small towns 
and rural areas, and insuring wide 
participation of the poor in the benefits 
of development on a sustained basis,
using the appropriate U.S. institutions;
(b)help develop cooperatives, especially
by technical assistance, to assist rural
and urban poor to help themselves toward 
better life, and otherwise encouragedemocratic private and local governmental 
institutions; (c)support the self-help
efforts of developing countries; (d) 
promote the participation of women in the 
national economies of developing
countries and the improvement of women's 
status; and (e) utilize and encourage 
regional cooperation by developing
countries? 

N/A. 



b. 
FAA Secs 103, 103A, 104, 105, 106,
120-21. is assistance oelng maae 
 N/A.
av , '.m 
 . .. 

paragraph which corresponds to 


. . . a"Iop]i cao 'Ie 

source of
funds used; if more 
than one fund source
is Lsed for assistance, include relevant
paragraph for each fund source):
 

(I) F03] for agriculture, rural
 
aevelopment or 
nutrition; if so

(a) extent to wh4ch activity is

specifically designed to increase
 
Productivity and income of rural 
poor;
[103A] if for agricultural research,
 
account shall be taken of the needs of
small 
farmers, and extensive use of
field testing to adapt basic research to
local conditions shall 
be made; (b)
extent to which assistance is used in
coordination with efforts carried out
under Sec. 104 to help improve nutrition
 
of the people of developing countries
 
through encouragement of increased
production of crops with greater

nutritional 
value; improvement of
planning, research, and education with
respect to nutrition, particularly with
reference to improvement and expanded

use of indigenously produced foodstuffs;

and the undertaking of pilot or

demonstration programs explicitly

addressing the problem of malnutrition
 
of poor and vulnerable people; and (c)
extent to which activity increases
national 
food security by improving food

policies and management and by
strengthening national 
food reserves,
with particular concern for the needs of

the poor, through measures encouraging
domestic production, buildinq natioual
food reserves, expanding a,'-ilable

storage facilities, reduci.ig post

harvest food losses, and irhproving food
 
distribution.
 

http:reduci.ig


(2) [104] for population Planning underSec. 104(b) or health under Sec. 
104(c);
if so, extent tc .,nizr a::lvi-,
emphasizes low-cost, integrated deliverysystems for health, nutrition and familyplanning for the poorest Deople, with
particular attention to 
the needs of
mothers and young children, using
paramedical 
and auxiliary medical
personnel, clinics and health posts,
Commercial distribution systems, and
other modes of community outreach.
 

(3) [105] for education, publicadministration, 
or human resources 

development; 
if so, (a) extent to which
activity strengthens nonformal 
education,
makes formal education more relevant,
especially for rural 
families and urban
 poor, and strengthens management

capability of institutions enabling the
poor to participate in development; and
(b) extent to 
which assistance provides
advanced education and training of people
of developing countries in such
disciplines as are required for planning
and implementation of public and private

development activities.
 

(4) [106] for technical assistance,
energy, research, reconstruction, and
selected development problems; 
if so,
extent activity is: 

(l)(a) concerned with data collection
and analysis, the training of skilled
 
personnel, 
research on and
development of suitable energy

sources, and pilot projects to test
 new methods of energy production; and
(b) facilitative of research 
on and
development and use of small-scale,

decentralized, renewable energy smerces
for rural areas, emphasizing develkpment

of energy resources which are
environmentally acceptable and require

minimum capital investment;
 

N/A.
 

N/A.
 

N/A.
 



(ii) concerned with technical
 
cooperation and development,
 

voluntary, or regional and internazionaldevelooment, organizations; 

(iii) research into, and evaiuazion of,economic development processes and
 
techniques;
 

(iv) reconstruction after natural 
or
manmade disaster and programs of disaster
 
preparedness;
 

(v) for special development

problems, and to enable proper

utilization of infrastructure and related

projects funded with earlier U.S. assistance;
 
(vi) for urban development, especially

small, labor-intensive enterprises,
marketing systems for small 
producers,

and financial 
or other institutions to
help urban poor participate in economic
 
and social development.
 

(5) [120-21] for the Sahelian region;
if so, (a) extent to which there is
international coordination in planning 
N/A.
 

and implementation; participation and
support by African countries and

organizations in determining

development priorities; 
and a
long-term, multi-donor development plan
which calls for equitable

burden-sharing with other donors; (b)
has a determination been made that the
host government has an 
adequate system

for accounting for and controlling
receipt and expenditure of projects funds

(dollars or local currency generated

therefrom)?
 



c. 
FY 1989 ADDroDriations Act. Have
local currencies generated Dy the sale of
impor.: or forein e;:-nang- Dy toe
government of 
a country in Sub-Saharan
Africa 
from funds appropriated under
Sub-Saharan Africa, DA been deposited in
a special 
account established by that
government, and are 
these local
currencies available only for use, in
accoroance with 
an agreement with the
United States, for development activities
which are consistent with the policy
directions of Seczion 102 of the FAA and
for necessary aaministrative requirements

of the U.S. Government?
 

d. FAA Sec. 107. 
 is special emphasis
placea on use of appropriate technology

(defined as 
relatively smaller,

cost-saving, labor using technologies

that are generally most appropriate for
the small 
farms, small businesses, and
small incomes of the poor)?
 

e. 
FAA Sec. 281(b). Describe extent to
which the activity recognizes the
particular needs, desires, and capacities
of the people of the country; 
utilizes
the country's intellectual 
resources 
to
encourage institutional development; and
supports civic education and training in
skills required for effective
participation in governmental andpolitical processes essential 

sel f-government. 
to 

f. FAA Sec.lOl(a). 
Does the activity give
reasonable promise of contributing to the
development of economic resources, or to
the increase of productive capacities and
self-sustaining economic growth?
 

N/A.
 

N/A.
 

N/A.
 

N/A.
 



5C(3) 
- STANDARD ITEM CHECKLIST
 

Listed below are 
the statutory items which
norrna!2v 
 ] be Tovere routine>y in thccprovisions of assistance agreement dealing
an 

with its implementation, or 
covered in the
agreement by imposing limits 
on certain uses 
of
 
funds.
 

These items are arranged under the 
general
headings of 
(A) Procurement, (B) Construction,

and (C) Other Restrictions.
 

A. PROCUREKENT
 

1. FAA Sec. 602(a). 
 Are there arrangements

to permit U.S. small 
business to

participate equitably in the furnishing
of commodities and services financed? 


2. FAA Sec. 604(a). 
 Will all procurement be
from the U.S. except as otherwise
determined by 
the President or determined
under delegation from him? 


3. FAA Sec. 
604(d). If the cooperating

country discriminates against marine

insurance companies authorized to do
business in the U.S., 
will commodities be
insured in the United States against
marine risk with such a company? 


4. FAA Sec. 604(e); ISDCA of 1980 Sec.
705(a). 
 If non-U.S. procurement of
agricultural commodity or 
product thereof
is to be financed, is there provision

against such procurement when the
domestic price of 
such commodity is less
than parity? (Exception where commodity
financed could not reasonably be procured

in U.S.)
 

Yes
 

Yes
 

'N/A
 

N/A
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5. 	FAA Sec. 604(7). 
 Will construction
engineering services be procured from
or
 

firms of 
advanced developing countries
which are otherwise eligible under Code
941 	and which have attained a competitive
capability in international mar)etc
One 	of 4tnese areas? (Exception for those
countries which receive direct economic
assistance under the FAA and permit
United States firms to compete for
construction 
or engineering services
financed from assistance programs of
these countries.) 


FAA 	Sec. 603.
6. 	 Is the shipping excluded
from compliance with the requirement in
section 901(b) 
of the Merchant Marine Act
of 1936, as amended, that at 
least
50 percent of

commodities the gross toinage of
(computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported 
on
privately owned U.S. flag commercial
vessels to 
the 	extent
available at 	 such vessels are
fair and reasonable rates? 


7. 	FAA Sec. 621(a). 
 If technical assistance
is financed, will such assistance be
furnished by private enterprise
contract basis 	 on a
to the fullest extent
practicable? 
Will the facilities and
resources 
of other Federal agencies be
utilized, when they are particula-.v
suitable, not competitive with p:
enterprise, and made available wi 
-te
 
zut
undue interference with domestic programs?


8. 
International Air Transortation Fair
Competitive PracticesAt, 
 974.
transportation of persons 
If air
 

or property is
financed on grant basis, will U.S.
carriers be used to 
the extent such
service is available?
 
9. 	 FY 1989 APp roriations Act Sec. 504. Ifthe 	U.S. Government is a party to 
a
contract for procurement, does the
contract contain a provision authorizing
termination of such contract for the
convenience of the United States?
 

N/A
 

N/A
 

(2) 	Yes
 
(2) 	N/A
 

Yes
 

Anticipated contracts
 
will include such a
 
provision. 
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10. 	FY 1989 Aopropriations Act 
Sec. 524. 
 If Yes
assistance is for consulting service
through procurement contract pursuant to
5 U.S.C. 3109. are 
contract expenditures

a matter 
of public record and available
for 	public inspection (unless otherwise
p:ovi4ed Dy 
law 	or Executive order)?
 

B. 	CONSTRUCTION
 

1. 
FAA 	Sec. 601(d). If capital (e._.. 
 N/Aconstruction) project, will U.S.

engineering and professional services be
 
used?
 

2. 	FAA Sec. 611(c). If contracts for 
 N/A
construction are 
tc be financed, will
they be let on a competitive basis to
maximum extent practicable?
 

3. 	FAA Sec. 620(k). If for construction of

productive enterprise, will aggregate 

N/A
 

value of assistance to 
be furnished by
the 	U.S. not 
exceed $100 million (except
for 
productive enterprises in Egypt that
 were described in the CP), 
or does
assistance have the express approval of

Congress?
 

C. 	OTHER RESTRICTIO.S
 

1. 	FAA Sec. 122(b). If development loan 
 N/A
repayable in dollars, 
is interest rate at
least 2 percent per annum during a grace
period which is 
not to exceed ten years,

and at least 3 percent per annum
 
thereafter?
 

2. 	FAA Sec. 301(d). 
 If fund is established 
 N/A"
solely by U.S. contributions and
administered by an 
international
 
organization, does Comptroller General
 
have audit rights?
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3. 	FAA Sec. 620(h). Do arrangements exist 

to 
insure that United States foreign aid 

Yes
 

is not used in a manner which, contrary

to the best interests of the United
 
Stater,~ 	 :r ac:-r
-~e th fc-_
 

aid 	projects or activities of the
Communist-bloc countries?
 

4. 	Will arrangements preclude use of 
 (l)-(4) Yes
 
financing:
 

a. 	FAA Sec. 104(f): FY 1989
 
Appropriations Act Secs. 525, 536.
 
(1) To pay for performance of
 
abortions as a method of family

planning or to motivate or coerce
 
persons to practice abortions: (2) to
 
pay for performance of involuntary

sterilization as method of family

planning, or coerce or
to 	 provide

financial incentive to 
any person to
 
undergo sterilization: (3) to pay for
 
any biomedical research which
 
relates, 
in whole or part, to methods
 
or the performance of abortions 
or
 
involuntary sterilizations as 
a means
 
of family planning; or (4) to lobby

for 	abortion?
 

b. 
FAA 	Sec. 483. To make reimburse-
 Yes
 
ments, in the form of 
cash payments,
 
to persons whose illicit drug crops
 
are eradicated?
 

c. 	FAA Sec. 620(g). To compensate Yes. Further budget
owners for expropriated 
or 	 support will not be used
nationalized property, except 
to 	 for budget items fi-nancin
compensate foreign nationals in 
 land 	compensation.

accordance with a land reform program

certified by the President?
 

d. 	FAA Sec. 660. 
 To provide training, Yes

advice, or any financial support for
 
police, prisons, or other law
 
enforcement forces, except for
 
narcotics programs?
 

e. 	FAA Sec. 662. 
 For 	CIA activities? 
 Yes
 



-5

f. FAA Sec. 636(i). For purchase, sale,long-term lease, exchange or guaranty
of the sale of motor vehicles 
manufactured outside U.S., unless a
waiver is obtained? 

N/A 

g. FY 1989 Appropriations Act Sec. 503.
To pay pensions, annuities,
retirement pay, or adjusted service
compensation for prior or current 
military personnel? 

Yes 

h. FY 1989 Appropriations Act Sec. 505.
To pay U.N. assessments, arrearages 
or dues? 

Yes 

i. FY 1989 Apropriations Act Sec. 506. 
To carry out provisions r' FAA 
section 209(d) (transfer if FAA fundsto multilateral organizations for 
lending)? 

Yes 

j. FY 1989 Appropriations Act Sec. 510. 
To finance the export of nuclear 
equ'pment, fuel, or technology? 

Yes 

k. FY 1989 Appropriations Act ec.. 511. 
For the purpose of aiding the'effortsof the government of such country to repress the legitimate rights of the
population of such country contrary
to the Universal Declaration of Human 
Rights? 

Yes 

1. FY 1989 Appropriations Act Sec. 516:
State Authorization Sec. 109. To be 
used for publicity or propaganda 
purposes designed to support or
defeat legislation pending before 
Congress, to influence in any way theoutcome of a political election in
the United States, or for any
publicity or propaganda purposes not 
authorized by Congress? 

Yes 

5. FY 1989 Aproriacions Act Sec. 584. 
Will any A.I.D. contract and
solicitation, and subcontract entered 
into under such contract, include aclause requiring that U.S. marine 
insurance companies have a fairopportunity to bid for marine insurance
when such insurance is necessary or 
appropriate? 

Yes 
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3. Economic Support Fund Project Criteria 

a. FAA Sec. 531(a). Will this 
a..ci.a..e :on~ct econor.uc andPolitical stability? To the maximumextent feasible, is this assistance 

consistent with the policy 
directions, purposes, and programs ofPart I of the FAA? 

Yes 
Yes 

b. FAA Sec. 531(e). Will this
assistance be used for military
paramilitary purposes? 

or 
No 

c. FAA Sec. 609. If commodities are tobe granted so that sale proceeds willaccrue to the recipient country, haveSpecial Account (counterpart)
arrangements been made? 

N/A 



ANNEX F
Selected CARP Legal DOcuments
 



CARP Legal Documents
 

There is an extraordinarily complex set of laws governing land reform in
the Philippines. Considerable litigation has focused on the mere
interpretation and reconciliation of these laws. 
 These include at least nine

Commonwealth and Republic Acts, 42 Presidential Decrees, 17 Letters oft

Instruction and scores of Presidential Memoranda as well 
as Circulars and
Memoranda of the Department/Ministry of Agrarian Reform. 
 In addition, other
legislation such as the Agricultural Tenancy Act, the Public Land Act and the
Sugar Tenancy Act are also directly relevant to the agrarian reform. This
Annex includes only copies of the following documents: 

EXECUTIVE ORDER NO 228
 

EXECUTIVE ORDER NO. 229
 

PROCLAMATION NO. 131 

PRESIDENTIAL DECREE NO. 27
 

ARTICLES XII, XIII, AND XIV OF THE 1987 
PHILIPPINE CONSTITUTION
 

COMPREHENSIVE AGRARIAN REFORM PROGRAM LAW
 

,!
 



MALAcAfJAr PALA\Ci 

M anila. 
PII1OCLA IA II U N ) . 13 1.: 

INS I' IIUI ING A U(Y.H'I IEf-J;IVE
AGIIAIIIAJ [FlEFOIIM FOuInkAM 

WIIEfIEAS, we have I)roqlaiamed the revival and developtinentof uhie ull pow'ntlial of PliliijEi( aijicultile to lie all eculloillicpriority of our new deijocau, so ais to piovide a liiiii lo.it 

lur the industrialization of 
our ecoonumy, and thereby 'assure therenuine independence of our * nUliy; 

WiEftEAS, it is lecessaly to miiake our new detniociacy
mealiinful by iicLeasitiq [ie pjuductivity of fie fauittitig sel:uli 
and iiicieasinj the incumes tit faiileis, retlular farnmwoi keis, atnd 
olher farmwoikers; 

W1IIEEAS, the essential elemnent il alily policy of agricailitural revival and develolpment is a coirlpeheiisive a1(d iealistic 
agrarian reform progranI; 

W IIEIIEAS, such l will

the shift of capital uLI larnd tu inilustry; 


all agiariaii telori poijla enicumaiage 

WIIEIIEAS, realizing these inile)iatives ' tile l esideo it de-
claied in ltie 1980 Presidential campaign that ,.iewould undertakeanlagrarian rcform prog tin; 

WIIEIIEAS, there is need lor all to addie is agrariain ieforll
the spirit of coOperation, I aa moty, unilersatadinUg, 

in 
aid a spirit

which nust pervade the process as a whole, illas non-vulmary aspects, 
its volu lairy as well

lutle cuuti y laces problems aiid 
cliallClL's ihat ietluiie tatit.iial 'IEi ty;

W IE RtEA S, agrarian refutin ii idisleiw sabl e mails tIie lialtici-

patliun of all coracerajed illtlhe plaliiig, otganizatiOcii, a lllanaje-
Elii i Of the I'oEJran; 

W I I E I EA S, t h e en tire Filip in o p eo p le , Lo g e t e r w itlhall
gouveelntetagetcies and private organizations, mhust extend prioui 

5i.
 

Y 5." uEt ;lfltffullol C il lliliu' I, i ji:'j r;,,.,,11 I'iIS i,f',j'al ellett. 
ivtlv; 

W I I E IFlA S he tL i I fu :l tw I c hn 1 icl, EI l l' I :i ,1 I) P)a li 
.113I3 lexihlV ill O I 1eI() 'u.L'e(. ,,) " l 'Ii ' f flg . l .
 

fltli I)Iil . (0 place, flui ((JilIEtillili(y (l I'i~ilgnjlgi V -',t.:;lsingle alld ligid )iest:ililt.'tl lieC to ali le(pltd lllE s ,l ',l e ;-' Iti,-kiceIy:Jiill 'i, {:il, Jl(l"l,1.1 '111ialtcnrF. 

tu be wiliil th e Ilues(,t';.il(l k . ,;,:,''iii{.r.I tl,e ''atiol,; 

Idl, IS(l(il'u aS lu 50,:a ,; ISi ldc 

WI ll-IltASA, te il aJi'IilV;, iil:l: ;l 1,1,1. jlii"PIjI}t (if 
1mivV l(af1 eSlnJiiil'I(i'.,e: ','ili, p. ' '- ili-, 1

i 11s.. (mi 
tlillm lwill (.Stj,, in ,.i l' c'.i"iy :':."; iiuc':,.U 

V"1lIv:., Ins l IIglI.-
ill ly ilai ;-,,,,1 

WI II."LAS, the I'ii,(l,,til IPI : ii,,'.., . ' Ie t lhis 
C(JEitluirig ulea 

lerl1' ljIo idd(Il lY (,Ih,'B neasule.: 

lljiuSll akjillj till 1'o qIjj;lI ita .ii f :m''lliuippi e lI tiIh;,1C(,.(h smilrS
(o [llie witosealcal.mal io II'i,.(iifi, I1 'i ' a 1 l .0lol 

i(, ., iis '( la i 1,lif 'ofilic. (A till! 
l,'j,.h; 


(lie Ileeds alld lotjleins ul ill! (:oil illp-i (:i,1; :I,1I S"I.1ois illIi( 
lanld;
 

WI lf EA,;, in ti lstl ;iii.ilysis. ilil( iP,,-s Ili ,'.i l)Iy c.all fur 

Chialliie, ald illie nleed I lidel Lak. lie 'u, i h .il l)Ija;l.l i
Cal 1hO I(aqui s SOta, tt '(t iati,. li, ,tthi,'iIt - a 1ijeti-tai
that is wolkable, suillicivgilly fItgi1(1i ul.ialvp all. aimed to 
slalk;
 

*1 

W IE IE A S, tle l u s of lislily llli:C(Ill llllill file 

lfessiIJU lrieis (i1ti If,(,tiiies Ca iijiljii s() a-dlIl,: pi( ( tile
.aUe.uld aspiilatios of ow lilijiillu pLoeple (ilUII,I331 5ucl1 ar1agaaill

ielui n iluylarli. 
te (: mis l i t l l I l ,s 


i full oulluwj:i
 

W I E E F U I 1E . of ll l ill l i vi~les 
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''DECLAR1A TION L0r 'liNiO/PLLVS, 'ND S)A /1E POLICIErS 

"'Sec. 2 1. - l 1w sta l e~ shall 1110J1tI UdelV 'upmge t aid agral ia c o i l U a _ll e il ii I il di'clo i ga.'' 

"AliT. )0 '/ 
"IVII _/ NA L IECONOM Y' AAID)PA1/I
- N Y' 

"S.cc. 1. ;:ai . 2: 1hev Stale S11-1l IMAI'Ml eitlyineme 'basedc (ill 
10l ii idiistg Ializ~Iljio atidSO u~d Milicull ial (feVelopstteltauli ii aldlat l eoi . '*lII-

''S O C..I L J IS7I CE AND 11LI A., ift /I/G/ / ~7Si 

"Sec. 4. -111w Stale shall, by law, uideitalke all agiaiil1 1 le-luitti prloijraij1 fokundedw (2kess, Oil (lie righit of faimgls riltdwho ale la nidless, icqwjlar famto o wni dliec ly of colecli~ Jvlaitds Ille.Y till oI tileinl tile case of Oiuterjust ' fat It'ari(Lkts,h l fth to iecejveris alileucu ayu wid ot. Jo thisun degtake t110 eagd kIte Slain, sh ail ell'justI disitihu hotala it s, subject to such 
01 all a t1c oal'prio ities a mictile Coni itess mt ay 

a s! a bille r,..t el t~o t alilii ls aspn escribe, tak il u intto accaouidevL'lu12 lti c'coicogC:tail or equity cutsidcr alilt S, a11(1 subiecpaieitlitt t i Ikiteof just ColIIItion. 
m~ Ili detetitlilliiu-li its . ile S ile shall lespect tile ctlulltjOtItoi qlt ofSliate shall fo titer l~ hee
piovide ittCe~lI~jeS fL" 
 VOIItlly liILtSIilil ill(1U."-Svc. 5. 'ilIe State siall t Cco, JlzLIIIW(J u iJ~ l t ekeis, aild Ilit SSlndomiciuS, as well as coopwualeves, alid othter 

52 


SI;ildl, aIto~i)clgtjC fll~tihNIittti 

t 

S c i h a clt10 1 1 1 S L v~~h p 
t i ' i l h~o 

1 11 ip a'. f ;31 i 

11 it! (l U5i111j ( it ol l !/tltimt of1 IieiL Il5.( i Ciu (:c'Stllt lo dtgtjculluttt, Stibgt I I lojttlig Jiljl)g-hi.i~~ 
fiqls of 

I Il mttdlvy ti ill. I l,1111,is U vt Wti cl s i ~ tS.l', ;ul ~ of~V,''~ c, s~ i F I s I 
wilolu iIts OV~ lit! i~ ta Iy 'v110 Sitdtttl' lI*lljI , Ite il 

i ' ~ , t j j i t i v t ' t t . t i ~ ; t
 

itfI OS ItIiji II*illvi"git'IlotIU(tIS ~o lit!Ol
p 
t'.lw mia * polo( 

ldtt(IS~oIj cSltali 
f lei II 

Af Vi 

1 ? A S~ q ' If u [ S ( 

Yc 22. AC fiL' .,1 S(/~ S~'"' ~ 
Lx pt l ll e 

h ~ ~ (i~.j h lI) idle (), a ta lld c i 'd am1 1 c ll t l la tl Idb lil. for (1istt 'ho (l ( 
s lo w ," I' de'i t~Ilot lil't, t IC' ICIfici's of (lie 141dpl~ dia it." awt Il Iui i 

Atlah1 11 ))1~ow id 
ofltile by 
Ile C ~(ui .Cjit i t l ('lIotitc p : 1 y it ic l lt't't lit'~ ' 

i v' QfProtliam *\j tbt t:(CAIII'jIS , liL'iieb ilfistiolud 
1 %-hd 5hatl ciove(. I ,ttl~ 

bJ: 



of tenurial a langenient and c)Nr:orlity produced, il1 public and
private agricultural lands as rirtiv. Ided In the Constitution, including'whenever applicable in acCordMlce with law, other lands of tire 
public domain suitabule to acriculture.
 

Sec. 2. Aglarian lhform 
Fund. There Is hereby criated aspecial fund, to he known as the Agrarian Reform 
amount fund, an initialof FIFTY BILLION PESOS (50,000,000,000.00) to coverthe estimated of lhe Comprehensive Agrariancost 

Reform Prog-
rain from 19B7 to 1992 which shall be s6urced from fhb receipts 
of the s tleof the assets tl Ass ntPrivatizatiqr: rust and r of i,)celpts of sale of Ill-gotten wealth received throuih thi Presidential 
Commission on Good Government 
govetrnment and such other sources asmay deem ppropriate. The aeliortls collecte(d andaccruing to this special fund shall bo conshiered autoinatically
appropriated for tlie purpose authorized in this Proclamation. 


Sec. 3. lnIplemnenfation 
 The provisions for tie mechanismsneeded initially to inplemen tie Comprehensive Agrarian RefoniProgram are set fortliln Executive Order No. 229 dated July 22, 

1907, which is companion measure to this Proclamation.. 


Sec. 4. Effectivity and flhpealihg Clause. This Proclamation 
shall take effect immediately upon Its approval and repeals oramends accorlingily all laws, issuances, decrees or any. parts there
of inconsistent with its provisions. 

APPROVED, in the city of Manila, Philippines, this 22nd dayof July, 1907. 

(SGD.)COlRAZON C 

President 

By [lie President."sulitionr Py the 

JOKER P. ARROYO 
Executive Secretary 

AQIINO 


A a i la 

E)(ECUI VE OflI)Efl 110. 229 

PIMVIII ; !1E I IIAIJIrd, r()Ii lifr
 
IMPLEMENTAHIION m: filE 'r(II'I1l-I!:f.SIVE 

AGRAI IAN IIF-01M I'Ifu(;lIAri
WIIE I-AS, hy viilh- ofIr wlaf rlh1h I' ll a lJ tly 

"22,19 f7 COnl tleh
i_,risive
tile Agaiairieflm1 I'h"gam has Jeel
 
instituled: 

(
WIIEIIEAS, ther., is a r'2:M V irr vilr. for rtr: rleC.llrls
 

Io ---af t the irurj lenve tation of II.progiam:
 

WIIEiEAS, I)trhli(: irearilrrs anld corrilltrIt,,i; v'.er? Ilell Ilr
detrnline apllOl)iate rrnec:hrisnr s 116,111capal h)f eslabllishrer: 
NOW, THEHEFOIIE I. (OlA1Of, C. A01trr40. fles 

ien(
 

of tie Philipp)ines" by viritie of
Constiution, do herelby oler: 

tire puoves Vnslrri in Iile by tie 

SECTION 1. Scope. Ilie ('e::p,:lCI|,ivC ,arinn flleflrm
Proglramr (CAil') shall cover, rerai nille.scinf timril arrangermptrand conimodity pi odluceci all iubli: anId 1ri -;rt.artirllltral lari;das pm ovide(I in Pr)rOlampali or N-1o. 131 nat lr Ji.ly 22, 19187, il.ciding whenever applicable in I..'.
accl dar r..!,,ithll otlher'lards 
of the public domain suitahle to ag:iculfinlv
 

SE C I IONN 2.2 ~lhili'i(, ,c), .ji,:'iii,), 
~ 't n a/o,), I qE"If an ishall be irifpleeeri ,d as providl ill
at-'j

Iois
ik irl;tr.-o1n rs r i.()1rler aS In all 

kinds of lands under tlie coverarjr! of the lprO ilrr. ' ll'erct t stich 
priorities and reasorable relentioll 
Iirisil Oiw ' 111,1
under tile Constitutioin iescrihe, t limlI inihf)n:c,, nit ecr:olr}ri:al,developmriental, or e(lnitly coisiderationmi, a:l si hiect to tire 
payment of just compensation. 
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SECTION 3. ExeMptions. Lands actually used alid found tobe necessary for national defense, school sites arid campl)uses,
religious Prploses, penal colonies, arid goveremmet research anduarailine centers, are exempted fromi am tIle coverage of the prog-

SEC FION 4. ("'olmpu/soj, flegistraion.
eighty (180) Within one hundredlays from lhe effectivity of this Order all ialu'aI anid
juridical persons, IncludIng governient: entities, ovvirinr, leasiiqor ianaginig agricultural lands, shall file a swormproper Assessor's statementOffice lvi the forln li theDepartment to be ilesclibed by dieof Acqrarlan Reform (DAII).include among others, (a) 

This statemet shallthe des(rlption arid area of the propel y;(b)the eslimalted average gross Income froi the proper ty; (C. tiheriames of all teiaits arid reclular farniworkers thiei: (d)l thecrop(s) planted-iithe property arid the area covered by each crojas of Jule 1, 1907; fe) ihe teris of nortgages, leases, arid rariage.mert contracts sulbsisli fgas of Ju;;
chare 1, 19 17: (1) ihe latest de.1mciarket value of the laviclvincial Assessor; anid as delermyinved by(g)a sworlv declaration ilia City/Pro.of the current fairmavket value, which the owier wishes to receive If the piropertyshould be 
poses. 

acquired by the government for agrarian ref6rm pur-

If tile Indowner fails to register within tile prescribed period,
the governmet shall base the valuation of his PlOpertyowlier complensalion olipurposes for land.the City/Provincial Assessor'svalue. Begitining with'. ihe quarter inimediatelyregistratior, followinig this 'the real properly tax payable shall be based oin Ilieabove meiitiored owner's declaralion of curret fair maket value. 

CIIAPTEF1 f. PFIIVArE LAND ACQUIS4ITION 

lavilowneris,SECTIONan 5.beneficiaries shall have beenProcedure of Acquislijo,.idertilied, tile DAI1J.tershall publish its decision to acquire the lani 
the land,

iand
notify tile land-owners Ihereof, together with the offer of the DAII to pay for thelaod as rovided inSection 6 hereicler, 

Wilhin fifteen (15) days from pu~hlicn'.liol, a.10owner shall signify to vltiy.r, lavirl.the DlAR his at:r.rr)i cQ ,rrtir'jctio, of tile
offer. 

fHank Ifof t~~Ill0 l(nv'er alccepts live rifler olftlv,. th,;the f'lhilippr)ivnes 1)/il. [~a id(I 1I11)shall paY ttire I,'vict, .',wr [ile p1vrchase price of the laId viihin ificen (15) days allf Ile' srrevilerslie Cer Ulicaie of Iili a id otiher relevant r lemii vlmiretid by
lhe DA 
and tile IIP. 

Ivicase of riejection or if no Icply is ',ceied.111 .DRconduct adiistrative l1 shall somnmary woceediiiir to hI'efilinefor tle land. relvii irihle I liv'.v,lint. tie 11 
com)ensation i 

lhe 

olher interested rvart(ies .'l.d (to suhmil witlhi liii'll (P0fi lays lvelltile c:eiplI of 110tice, eviivlvc:e as It) i . land. Aler 
lipe rrwli

1 Ilioll for iletihe expiration of tile above r-stevd. Inn, mallvaffr isdeclild stimitied for dl'c:ision. 

WV (1tru ~stlie aiounihll esali aeldecided avid-rindly frriIto 1,ie I yr. i''~iii llthe lalovier I ndVII fiA'r,ntf itsestablisiieht. 

Arly )arty who (!isailivres with ilhe den-i*iruil wav yriv ile
 
fitr 
 to the froper coirf tbr dleermivtion nI ivi,cOnvrensa.
tioi.
 

After the estalblishiniiet of Ille 
 IrtistDA of tie lanidowrer's 
fhl,,I'r r'6i11 Iby flveacc-ejvlan e ofl fill! odr v,t DAII shalltake ifiriieliate possession of Ilie hlid. l.(rby hir al oli fialiiIhe DAlI, tIIv fleqise of),n,ni slivll isi,'w a ,;v,ler f',vrifi

cate o f Ville (IC I ) i, the ;io ef e lrIle rlflili I'liil)i:
s
as -irtstce for and in behalf (11Itai iri,b"llfir'i:, 
 I.,iw'rielu)rv,tle I)Al shall pioceenI witli tle redisil lii',i o) Ithr. hald ioqualrilied beric liciar ics. 

fire
 

File rights avd resrosililitiis 
 of o,"vielvlii) 6vclarics comience OW lilt' Oiat Ile 0ii 
owners by 

: of I veir de-.iiiralion ;-, a.-a'alfes
ihe DAR,as evilencr-d bi, a Ceii licate of I adovviership Award intheir favor. 
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SECTION 6. Complvnsation to Landowners. The LOP shallco"ipensale the 	 CIIAPI Eflandowner an 	 III. LANDTF1AfJSFEI1ri.arriount to be established by tire III I7AItOri
 
government, AND SIIAIIlNG
which shall becurrent 	 based onfair market value the owner's declaration ofas provided I Section 4 hereof, but SEC0I.ION 8.subject to certain controls.to lie defined and promulgated by the 	

V0 1,f11,7,, Lanel -'. ,.Presiden'lal Agrarian rleforrn Council lands are subject to 	
r who.,=Mrlr 

(PAtC) 	 Meiisdribtionderas provided i 	 IIris (J fler haveSection 18 hereof. The compensation -optiori of eileting into 	 the 
shall be paid 	 ai Volunlary agree;,eil forfollowing modes, inany of tile of their lands 	 direct transferat the option of the landowner-	 to appropriate beneficiaries, ill(lprtri's arid concltions acceptable to both parties anid si'ject(a) 	 Bond p~aymnent over Wet 10) years, with ten (10) per-

It0(ti ;r/rlrroval of lile
DARl.cent of 	 1 he general guidelins for volmitary land transfer are:the value of the land payable Immediately in (a) The beneficiaries are delefmirinec by the DArI to be thecash and balance in the formefote 	 LOP bonds bearing saine individuals who wolild be eliqilelnmarket rates of interest that 	 to l)nrc i are tlitreasury are aligned with 	 ebills rates, 	 91 -daynet of applicable final wilholding 	 land i case tir !IOvern(tax. One-tenth 	 mieM,, er this (rdernrqtidftdof the face value of tie bonds shall the land for 	resale;

mature every 	 b The arayear rorn the date of issuance until the 	
of land to be trmrsfrrel is r) I iarthlte 

tenth year; 	
area Which t legernmernt, uriel this (_Jr herwtld 
otherwise acquire for resale:The LBP bonds issued hereunder shall be eligible at 

priatzed

face value 	 iofferfor the purchase of goverriment 	 to purchase Ir eaassets to be 	 tilelari(lowiilf arid(c ff 	 srfairdirrg offerTe trrls arid Corihtiois of the rverriineprivatized ; 	 "I s stardifirg

to re se ll o the be n,fic ia rie s are fu lly I:kO(b) 	 vriarid tirder.Direct payment In cash or kindby the farmer-beneficia,
ries .with the ternis to be mutually agreed upon by the 
stood by both parties;


"
b neficiarles and landowners and subje t to the approval 
(d) The voluntary transfer agreement .lhall irg:trile sanctiomsof lte OAR; and for riororphiarce by either party shall le hindingand irrevocableci Other 	 for both parties, arir sl,11modes of paymnent 	 lie dulyas m'ay be prescribed orapproved by the PAIC. recorded at and rilonilorer l)y lte fAfl.SECTION 9. Voluflary Offer to Sell.SECTION 7. 	 I lie gove,-rrrerjiAssistance to Landowners. 	 shaltLandowners affect-ed by this Order shall be assisted arid provided by the LOP with 

. purchase all agricultural lands it deems prodtr:tive annd suitable tothe following services: farnier cultivation voluntarily offered for saledeternined to it at a val.iatiortil accordance withi Section 6. Stich transati ns sliahf(a) be exemptinvestnent information and counsell)jg assistance; arid fees. 
froii lite payment of capilal Jainis lax arirl olher taxes(b) Conversion and/or exchange of LOP . ds; to/from I SECTIONgovernment stocks and/or with governm~ent assets; and 	

10. Corpo;nte Lncdnn,,els. (orforatr lei.owiers rnay !live tl11ir workers(c) Markeling of LOP bonds. 
and other r,,amlfier lineieficianics 

the right to piurchase such in oporlioncorporationi 	 of tie capital stork of theIhalthe land assets bear ini relatiii Itction's total assets, 	 Iho co foraard grant additional cmrprt.'a,lion v'.iichi imay 
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be used for this purpose. The approval by the PAIIC of a plan for SECTIONsuch stock distribution, ind 13. Cedit Sl1upoji. Upon 1a,1 transfer,. eachIts Initial Implementation, shall be beneficiary who actually farms Ihic landa slaldeemed compliance with the land distribution requirenents of the i,,eligible for a' Poduction loan to filarlce One Cr0;)hi cycle tfilns n1s and cor-CARP. 

ditions to be determined by tie 1.01' 
 on a Cae to case basis, 

SECTION 11. Lelses, Afanagenmet Contracts, Mortgages, 
renewable up)onr tplaytrjerr,.


and Clains. Leases and management contracts on land covered by 
 SEC lION 14. Colleclive orland-distribution and registered with the Register of Deeds prior to 
inividual Ctv1r1e1p,,p. For lands

with niultiple beneficiaries. Inwnership of whole parcpls or estatestie approval of this Order may continue under their original nay be transferredterms and conditiot)s, but ilot to the far iei.beinific.hiies rollectively orbeyond five (5) years from tire individually, ateffectivity of this tile option of lite benefiriaries, rovided,Order; provided tht upron expiration, leases that in
collective ownershIip, each beneficiaryand managoment contracts shall have all ndrlivit&dmay only be rrtiewed subject to the share ofagreement of the the land held in conirmonr equivalent to "rof niore thain thequalified beneilclarles; and provided further applicable retentiolnthat upon the distribution or award of the lInrd, where the existing 

limit. lie b'-neficia ies nray collectivel 
decide on the conltinueI operation (Iflea'se the an1r.el/.str as a wholerentals are riot acceptable to the qualified beneficiaries, such " or to subdivide tirerentals shall be reneGotlated with the assistance of the Onrangay 

same 1ito indk idual lots ati dvterrnitre the mannerAgrarian in winch such s1hldivision is lo be ittr)lemetired.feform Council (BARCI). If the parties fall to agree, the SECION I.DAR shall determine the rental Mbrtgages 
is;buriol alict UrIiz2.ren of Pb/lic Lands.and other clai ,registered All alienable arid disposable lands (ifwith the Register of Deeds the public dJ'nain suitablewill be assumed by the "j for agricuitnjre aid outsideGovernmert up fd.clained 5eltle ,r ma l he distr.to the landowner's compensation value as pro. buled by tle Deparltrntr, of Errviroilnietrtvided for in SeeIction 6 eredf. .inn! f'Ilaral flesources


ADENl) to qualified benreficiaries as Certified 
 to jointly by the 

SECTION 12. DAI ard the DENR.Payment of Beneficiaries.redistributed by tire government Land acquired arid- 'shall be paid for by the benefi- SECTION 16.claries Prod,,crion Shatig. lIrldividIls or entitiesin thirty (30) equal annual payments at six (6) percent per -
annum Interest, with tire first payment due 
owning and/or operating under least! alrictilitiral lai ds with glossone year after resale,

arid a two (2) percent 
sales in excess of Frive Mnilliorr Pesos (P5 million) per anumn areInterest rebate for amortizations paid or

time, -provided, 
. hereby mandated to execute a production slhii( ,,plan whereby atthat In no case shall the annual amortizations

exceed least two and one-ialf (2.5) percen ! often (10) percent of the land's annual value of gross pro. 
lhe qross sales from tieproduction/cultivation of srrciduction. Should the amortization exceed tei1 (10) 

lands are distrilhuterdu as comperrsa.percent, the tionl to thir farrnw6rketsLOP shall reduce the interest rate over arid above ihe competiation theyand or reduce tire principal. * " 
obligation currently receive, provided that such in(fividuals or entities tre rrotto make the repayments affordable.' Incentives shall be obligated to pay more thair 100 percentgiven for prepayments. of tile i'(lular annual 

coni)eisation of tie farn workers. 

The LOP shall have a lien by way of mortgage on the landacquired by the beneficiary arid this mortgage.1may 
CIIAPi EI1 Iv. IMPLEMEN Ir lf; ANDbe foreclosed :COIIDINArNG MECIfArdby the LOP when the outstandIng principal balance unpaid and 

Sr1 
past duQ reaches the equivalent of three (3) annual amortizations. ' SECTION 17. OQmasi-JudicialPotners of ti VAIl. 7lhe DAlI 

is hereby vested wlirh quasi-judicial powers to fetehnire an 
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adjudicate agrarian reform matters, andoriginal jurisdiction over 	 shall have exclusiveall inotte, s Involving Inliplementiforl ofagrarian reform, except those falling under tihe exclsive orIginal 

jurisdiction 
 of the DENn and the Depaltilnet of Agriculture(DA). 	 ,he 

The 	DAn shall 	have powers to punish for contempt arid toissue subpoena, sUhloena ducesorders or decislong: Iecum aid wiits to enforce Its 

The decisions of tile DAII may, Inproper cases, be appealed 
to the Regional Trial Courts but shall be Immediately executorynotwilhstandiing such appeal. 

SECTION 18. The PresidentialAgrarian Re fomI Councilshall(PANG). ,To coordinate tihe Implementation of the CARP and toensure the timely and effective delivery of tife necessary support
services, there Is hereby created the Presidential Agrarlaq Reform 
Council composed of the President as Chairman,tarles or Heads of the following agencies, as follows:and the Secre-

Department of Agrarian Reform -- Vice Chairman
Deportment of Agriculturn -Vice Chairman 
Department of Envlronment'and Natural 

Resources
Exective Secretary 	 - Vice Chairman 

-- Member 

Department of Budget and Management 
 Member 
Department of Finance 

--Member " 
Department of Justice - Member 
Department of Labor and Employment Member
Department of Local Government Member 

Department of Public Works & Highways 
 --MemberDepartment of Trade and Industry - Member 

.Departrmient of Transportation & 

Communications 


- Member 

National Economic arid Development


Authority 
-- Member

Land Bank of tie Philippines - MemberPresidential Commission on Good 

Gove 	nme t Me 	 berD 

02 

The 	 President shall a)p)oin t ePireserllalivps Of afr a, ian reforbeneficiaries arid affected larldownels as I'lerlers (f PAIIC. 

DAn shmal provle the Secetriat for IhmPA 1fC arld tieSecretary of Agrariall fleforul, shall fhiehe Iirector.Getiral 
thereof. 

rules 	a rues ardrgulalionsid shall noflculateto ai'ple/or irmlr.,e,, Fh' policies,nrecessary 
!earlh Comlf)oIjllIthe CAI1P, and may 	 ofaulhorize aly of its '''ll',es lo fortintlale 

riles 	and regulations cot CC'rirlgl aspects of atam, reform fallingjWithin their area of responmsibility. I hese liolicies, rtles aid regula. 

Iclude file folloiijg: 
a. 	 flecommended small far,,, ecorlif,,y arr . hiclh shall

be specific. hV cro) arid based onl h unlh technical 
study arid evaluatioti. 

I. 	 The schedule or acrlisitiofm ann reIilmirinl of Speci
fic agrarian refomril areas, provided Ihatsr':lh acriuisiliornshall 	riot be impllerile(I Illtil all the renrifiermiengs ate

completed, includirg the firs la'mem to ftlelaid. 
Owners cornceive(d. 

c. 	 COrmirol mecna,,jSm, for etahuatimig owerrslhr, declfra. 
lion 	 of current fair marlket value as l-ovirlen in Section

hereof in order to estahlish vthe !fJve:rmmmlt'S compen.satioln offor as rirovided illSectionl 6 lien ,f takirig rirlo 
accourt curret latid trarsactiorms il th! locality, file
factowners annual iricome rrm his lami ant other 
factors. 

PA IC shall have armExecutive foimllifler? fni)mlipospri of IheSecretary of Arariatr fleform as Cliairimi, a*t 	 .dTcretar ories 

Heads of the following agencies as mermbhers-

Executive Secretary 
Department of Aniriculmoire
Ieparrment of Ervirorrmeuig anti f'ahral flesrces
Department of Finance
 

part en 
 t of Public Works arid I ligiw.,y sLand Bank of the Philippirtes
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Within ninety (90) diaft frori the effectivity of this Oider,the Executive Comittee of PArlc shall cooipleto a Program of1 
Implemeritation incorporatinql the physical targets, irnplermlenta-
lion schedule and suipport r quirernters of rnrarianshall submit the same reform, arndto tl1* 1PAnIC approval. Such programTIs Of
Implementationi shall take Into nccoiunt, and be consistent with,priorities and retention limits that Cqngress may ill the neantiml 
prescribe, and the following basic policies arid guidelines set forthIn the Constitution: 

a. The CAIIP is founded on the right of far mers ridregular Iarmworkers, who are laidless, to owi directly or collect-
Ively, the lands they till or, In the case of oilier farmnworkers' toreceive a just share of the fruits thereof: 

b. The right bf small laindowners shall be iespected; 

C. Voluntary larid-sharinrI shall be enrcouraged;. n ns l o 
d. Farmers, farmworlrs, ladowners, cooieratives and/orIndependent farmers' organizations have the right to participate.In 

the planning, organization, and management of the CAfnPT 
e. In lands of the public dcinaln, the CArIP shall respect
prior lights, homestead 
 rights of small settlers, and-the rights ofIndigenous communities to their ancestral lands; 

f. Support to agriculture through appropriate techmnolojyand research, arid adequate financial, production' marletlig arid

other support services must be provided; 


g. Landowners shall be encouragedof the agrarian to invest the proceedsreforin program to promote industrializatiorl, 

employment, creation,
prises; and . arid. lrivatization "SECTIIONof lutlic sector eritei-

p rises; and 
I. At the earliest possible time, idle or abadndoned agrictil-tural lands Lis rfiay be defined bhy law shall be exproprialed fordistribution to the beneficiaries of the agrarian reform program. 
SECTION 19. Barangay Agrarian leform ('.,. ficil (BARC).On matters related to agrarian reform, the VAII hall convenie at . 
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the barangay level, a flarng,'l Agrarinit fl f,frjt Coluncil.BAIIC shall lie operated on# a srIf 11heIh ask ai.0 V\ . 
the 

nill br ror ,in ld 
of the following: 

a. fle1rf etalive/, of farrmer anti far l 1,.,l:rr1

b. bleficiaiiv o 
b. f ecireui taies of Iami'iar far I,,fr.-rl:1 mit. 

h1m' ei1i e s O 
d. fl ep, eser, ativefs of am:licdt. flelpreserflllive/'S of dt1la flr r, or nrni~ali.,tlIllie llllii;ii iS 

C. IlepIreselilativ/A of the laramlaC oillltr.i*l 
' flelreserttalive/s of nell I rio0ili rq.1nniznth0 ,1 

(NlOso: 
1. f l ofiSeiila iVPi h~I. oi fl liqere harts:[IA o/f ici;il ,"lsi~jiterJIl t holr. r,-l ii ; 
i. DEI Il fficial a siqj,?i(I Ithe 3.r:i

j. flAfI Agrariani lleforntwho shall nrt as lechriolorlisl -,;Sij fled to tlip areathe Sretarly; auirl 
. Lanl Ilail of ihe Ph'ilippuirirs roryres ila1i,,.

The functions of the IIC shall le: 

a. To participate ari(I give slilorti to Ill. iliilllnentitlinii 
of proirams on airarian reforl;issules that are birouightb. To to it for r'soiltt,+l; andtitidate, conciliate or arllitr,-.,,ri,1 conullicts ,ruf 

c. To perform such other firictiors that tie PAft(; itsExecitive Coftriitiee, or tlit 0Al1 Screilry inay
delegate froi tiriie to limie. 

CIlAPIElI V. FIANCIMf' ;
20. Aya,'/ia~n 1?oform# fr',"f. A2A lPrnvinlerl in 

Procl iior N o . 13 1 dated Jt ly 22, aI!9 7, su,'cial b iurn is
created, know, as TI Atjrarian lerwf o Frr I(i, armiiitial arliniri.of FIFTY DILLION PE.OS (P50 lillioi) to rover thc evslimated
cost of the CA flP from, l lJl7 tothie rcceilplS of 19.2 which shall h'e s;'urrrc ! fromIthe sale of the 5ssets of lirm Asrc! Privaliz.00i

Trust (^lxrn atid rec:eilgms of 
 safe of ili-tirei vealth recroverlerlthrough the Presidential Cortimrissiori otl Godr)( Govnrrr11eill amd 

6.5
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such other sources as governm ent m ay dee n appropriate. the 

anImoinIt collecteJ and accruing to tils special fund shall he consi-
le red a u tom a tic a lly a p p op :i ted fo r th i purpo se a u tho riz e l ill 

this Order. 

SECTION 2 . Stupplenr;w vll,Appropriatio lls. -1lie amount of-IWO BILLION SEVEN IIUNI.)MED MILLION PESOS (P2.7 
billioni) is hereby appropriated to cover the supplenental requite, 
m nts of the CA r[P for 1907, to be sourced f1r01 tle receipts of 
the sale of ill-gotten wealth recovered Ohlouqli the Presidential 

Commission on Good Government 
and the piroceeds from the sale 

of assets by the APT. The a iount collected 'from these sources' 

shall accrue to Ihe Agrarian Reform Futd anid shall likewise be 

Considered autom atical ly alpli Ol11ialecI for ihe i)U1pose author izel 

in this Order. . 

CIIAPTElI VI. SANCTIONS 

SEC IlON 22. Permanent Disqualificatiom. Persons, associa, 

lions, or entities who Irematurely enter the land to avail them-

solves o f ie i ligh t s and heii ef ils h ereun d er , sh all be perm anen t ly

disqualified from receiving benefits and shall fo leit their rights
hereunder. 

SECTION 23. Co mienig. Persons, associations, or entities 

w ho w illfully revent or obstruct the im le nmlritatioli of the 

CARIP shall be liable for conitetnlpt. 


CIIAPrEI VII. GENEIIAL PROVISIONS 

SECTION 24. Lands. thisAncestral Within framework of 
national unity arid development, the rights of intdlicerious cultural
communities to ancestraltheir lands are hereb protected to 
ensure their economic, social, arid cultural well-beilj. 

SECTION 25. nimui0yi of Govermenti Agencies holly
Undue Inferfetrence. No injunctimi, restraining or(,r, Irohibition 
or maidamus shall e)issued by the lower courts aigainst tIhe DA|I, 
the DA. the DENR and tile Department of Justict: in their imple. .. 

ritentation of the CARP. 
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SEC I ION 26. Ajsir5f,lce ofo(f/ier Got r"'lw,c( Ell~j0 ie1P C II l. iltnceo ns is lr I? il t hacalis 
pol( il e exelrile and illp liof h el 
p onI0 leassis c e a o fIlS l l'O1t f tl i i h n ,i lnre rn 1 t noes 

btn eaus, and offices, iclliir g !(5leivmiei mvpColr co mr)llet.o ,, fcui por alion. 

del (( .si. 
dential Dccree N,o. 21, a aowndpaf sli" i', thlI, I's %vitip"'jai 
respect to rice all'I corn Ii ;,r(Is. covered lhe'etiirfr. I Ir provisiol$ 
of floli)lic Act fit). 3 141 and nller apariaoi la-.'i'' iiicolisisleIr t 
witl) tllis 0(le shall haive Si p~lefoy effe:t 

SEC 1ION 21). Fee /?V'!,$ftft/olo of alair,, ;,, /r Ir,s. All (
flegistes o Df hi,-I,( her di eo5t, he hifI In frp 
Pay le t aiall leltr' ' a'ii Ion , hed iof f.es, ij ii lilies 11, i nie 

. Icilieneftaloi o th CII 

SECI MN 29. "p;c,;a/nI/j" (.'mzsp. Sf. l, r:,15ii, allyv l 
Section cIIof novisiollof Ilhis ()I(Ir shall I ' hrh i '"i'vshilirlpi ial or 
itivalill, 11o other seclilof porjdvisiOll Ihp,,if shualf ie affecteri 
theteby. 

A llI aviSS 1, . e
S C IIO Nl o. ,, , Js (l: I .ps 
or SE I ION 30. I fi, 

any pail or fiarIs thereof iiiucs~stit will) Ili, prio isionls of tIisOlder ate hereby repealed or aireeI j accordir)l,,' 
Elfew 1 ( I,! i)rr 0 .11lSECI IO4 31. i,,jCI,/wje. !Odn. 

take effect fifteelI (151 llys after ii itlir tii l illI .ic O fficial 
Gazetle or ili a nc e i',vspaper of je. al cirulation lilfli l)ils. 

APPIOVEI.), in the City of Manila, I'hiilienr -,:this 22ndday Of July, 19837. ""
 

(SGS.) CoIA;7fMI C A(UUfjO

[V f'sideit
 
[lBy She President: 

JOKEO P)AIIh1,OY0 
E e i A yve eII[ 


Execuuive Socretiy
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MAL CAINANG PALACE 
Ma~ll4l= 


EXECU I IVE (IIIJEll NO. 220 


U 

DIECLAIII'JO FULL LAND JWI.EIISIIIp I1( (IUALIIEIJ
FAn iER IIENEFICIAII-S COVEIIEID IBY PIlESI
DUiNIIAL DCECIIEE NO. 21; DlE I ElIINlrtN IlIlE VALUE
(.F IIEMAINrI, UNVALUED HiCE ADJ) C()HN., IANDS
SUBJECT I1P. 0: NO. 27; AND I'II1(JVI1)II'J1 F(1I I I EMANINE11 OF PAYMENT IUY IE FAIINIFII IEN EFI.IIAIIY AND MUDE OF COMFENSAIION 1( IIIE LAND-OVVNEO. 

WIIErlEAS. Presidential Decree 
deteliinitig tile cost ol lhe la l to be 
lraier,lptoductlvity: that 

WIIEItEAS, there 

provided valuaLion sluill 

No. 27, lot purl)oses of 
taihslered 10 the tellailt-
be dele;ltiiled by clop 

is a reed to coinplete Operation Laid-Iralslicr alld accelerate tile l)ayl 'l t to lalidotlo ets of laildstraiisierred to teinant-larmiers; aild 
. 

WlIEREAS, thera Is u1so a need to ritailailf, the linicial

viabilily of the 
Land Banl, of the Philippiries, (licthe agrariaii lefoll inanciun ;ftl ofplogrami 'of the Jovernllenti; 


NOW, IIIEREFORE, I, COIlAZON
of [lie PlillippiIes, by virtue C. AOUINO, lIlesidentof the poyers vested by the Curisti-ltion, lheteby older that: 


SECTION I. All qualified fairler 
 berlie iciaries alr, rrov
tieeined full owners as of October 2I,' 1972 of th Ia; id tIleyacdluired by virtue of Presidential l)ecec'No. 27 (heieirtalle,
ieferied to as P.D. No. 27). 

SECIION 2. l1lInce lorui, the vpluauloll ofurice ald Lornlands covered by P.D. No. 27 shall be based olt lhi average gross
l)riuductiui determined by the Darangay Coainitiee ori Land Pro
ductlon -in accordance withNo. Departirieltr Memtioraidu,,26. series of Cincular1973. and related isspatices ard rgulauion ol the 

a 60 

o)eliirtll.'l lemluil,f A91alijiai 
littiali sh1all he lIlllli lye d 


(.vilichlsihall Ile 1tilli 
 li:(IhI I 
ILJV!1lli.(,t S(iltjIl Illii tt loi(.el butur 2 1. I/2, ii l ii lyYI(I h is I)l) 

II il el. p±,19sM p', 
t.'uIai;d a hal ( !).1 

t ibe I-:. ,.; 
,i,u ,.,al ()1l 0l Ihiqi ,,, lmesu , 

Sillllulllflt li lti'otu (:ivall of ItU kilu'; ()I co ji i
1912. arid t11 1110olli diiiv d 1, shell lb ie Vah,: Ulf
'II l.ir, ai fit asL' i ljI,. 1ni 

ill illus by tlie I lust D)lli l11h:;81 of tile I ;)f;i lj 
with ll,ie plovisiIls (f Sectiol 6 .,ieu ptthe dislpite befu ltIle toul I. 

l, iri j l| 

SEC I 1, 3. CollIplellsaliu;o shaill be paid to 
In a.iy of thle lullowinU rlud/eis 

(a) Bild paymr=ernt over 
Il(J%) of the value of [hie laid 
tlhe balallcl: IIi [lie hutl;; of tI 

1.i lest lat ale aligie( ,viiwi 
amilicable final wit liholdiiiij t;ix
the boids shall lIlltuie 

it tle olptio, ot 

fell (1U) yea;r. 

uIct io,, fle 
ll ,'luce 01 

(',.). lhe 

o ,l.Ilay oil

,'yu v .' r , e l
 

(k:lul,er 21, 
hIII fi.ll arid 

ay Ie lllulpe (-l 'ltel'ilililig ItsCL(J! to tile (1 ii,';l 1111d Cullpel . itolla to II! laill.,it. 
Lellse 1r11itals liId 1o tile ,I.!II %ul: by, tIl I;'I;IV, I l";e!.itJaiylile CIttulwr 21, 1912 sh all .' collsithl;:d al; paylielitfor (e oflai', iii lie •±ellt (Ji5tille %vitl the Ill;;iue:,;;l req.-difig

!he alnlmUli, of Iei;se Im;al pli l Ijy, Ilse I ri,;.'I Il; :iic;l y, 11h1 
el ar lmun lt of Ayraria;; lCll ,le ad iaill.i lla , i , '1:ilaid PrdIuclio -1)ILtL(±gIU0 slu111 le!okwi. 1l Ii, Jill! 

ill e Ot|
,illi,,; llilly(ft))davs il;l its Slibilissioa; l 1;;'sI;l;I to t)ela; li of,"l,i "!atiai 

lei ut { Me',raiti i 'i,: l i 26, s. ( 19/1lu|c ad Ci;toIa' 110 2 i.s ,i,'S ()II ,a otlr!./I ;,, )/e12 vterlluil iSsua;lces. IIn tle ewvie; a jIa; ty (Ille liols il tol 11tL.ttlusoiitio (.I l hitile diSliwe Ilt : l.;;idmu.i's c(,iI,.,C'l,:l-ii i0; clailmshall still be pi ocessu(I tor ply ,11r.:it all IlII,: 12;, '',, s slhail lhe ldh 

lilyible iillrlldi;lely ill cash. alid 
i lb ds heatrli gU ;,1a1l:e, rales ofDilay) 1ieasuly billk sales. tet of 
();,elelill, of 11 1;fae valie of 

,I: if! ,,;:cIdalce 
l:esui th.,i, of 

II , la,,lo.ieas 
life !ai;du..,;els: 

i-ih less prrcest 

eve;ly ,,uar 1oi,1l the d-ltr!, of issialIces 
until the teith year. 

Illi LIM bol ids Issued lhnle; idei salll IeI! eligible fo, thepurchase of tjoverli etit assets to lie paivauized. 

Mb Direct lpaymnerntcialies with the lertis to be
inl Calh lofild by I' ft,, nii,, hiiefiilliujlu y agleud ulp)on by lse belefi. 
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ciaries anrid landowners and subjectment of Agrarian Dfeform; and to lie approval of tie Depart-

(c) Other modes of paymerlnt as may Il!) prescribedapprotved by orle Presidential Agrarian Deform Couincil. 

SECTION 4. All outstanding
retained by the 

Land flank bonds that areoriginal landownerspayee or by their heirs, atedeemed matured up to one twenty filt, (1/25) of their yearly facevalue from their date of Issue to the ilate of this Executive Orderand may be claimed by the original landowner.payee by surrender-ing tile bonds to the Land Bank. The original landowner-payee
ruay claim payment for the remaining unrnatured period of the 
surrertdered bonds under any of the modesprovided in Section 3,sub-sections (a), of conpensatione(b). or (c)hIereof. 

In order to meet tile financial requirements mentioned in tlisSection, lie Central Batnk shall remit to Land Batnk such sums as 
m a y be necess a r y fro m i liSin k ing Fun dDank est ab l i shed b y the Landfrom the retirement of its bonds and other long-tern obliga.tioris and which Sinking Fund Is administeredBank: Provided, by the Cehtralhowever. That there is no change in maturity of 
other outsiandina Land Bak bods acquirebad held by trans-!erees from original bondholders. 


The landower is exempt from capital gainscompensation paid iohim under this Execu.ive Order. 
tax on the 

SCTION 5. 
In te event tile landowner does accept 

payment of the compensation due him, his compensation shall beheld in rust for him by I e Trust Depa rment of
Ilie cash porlion of the compensation 

ilie Land ank. 

and sucli portions that.niature yearly shall be invested by the Trust Dep.irttnent only ill 

government securities fully guaranteed byPhilippines. All the riet earnings of 
lhe ffepublic of tileie investment shall be for the 

benefit of the landowner, his heirs or successors in interest. 
Tile riUhts of the landowner rjiay be exercis,:d byupon his death. his heirs 

SECTION G. The total cost of tlie land ioclhiding interest atite rate of six percent (6%) per annumi with a two percent (2%) 

770 

I
 
farmer-herte ficiaryinterest rebate for aryoror tizat aid othe osins Iteits allto the Id[3 tic sI ie paid by fleU11: 
Up to twe'nty (20) years iln t'wevily 

at1 over a periodof 

tions. Lami(Is alheady valued ;11(1 
(.20) elVal atirrial anorliza.wise extended a 20 year per inl offirlt ced hy I midi at - are like.taymttent ()ftwvrfy (20) equalanlnual artiortizatioll. 1 W .vC,. thME 
 fa rtelr l)"1itPli..ilayelects, tlnay if lie sopay in full belowe tihe Itelitiell or mtrayyrar requestIle Land flatik to strtcttv a rl-layritelifl ,'ttwenity (20) yeats ifthe 

ort of 'ess thall 
a:tmnit to Ie fitl.'rrccd alid Ille correspondilng annual obligatiotis at: wedll ',ithii t I fattioior's capacityto rued Ownership of lands acquiter by fart erteliniary naybo trnrsferred after full payi tit of arlioretizatiliis 

I by way ofSECI ION 7.Ilnortgage shtall exit il
As of the daze of this Execurtivr. Order,favor a lienof Iitn I atI flirk onlands it Ias finaticed artd ac(luired by lie all

farmer bmlericiaiy byI virtue of P.). -No. 27 for all atiortizaliotis bhll pmririuial aridInteres t , due fo 
mle far inr l iefieicia y o a vali d rae eeiisf 
u e nottt the faiill rfi od , until tle omortizations ae pait itt full.SECTrION 8. Ilencelo, it, failj-re ol the liart of e lfamrter

beneficiary to pay tlhree (3) atiual attior tizraniors shall le suffi" cierit cause for the Land Bank to loeclose ott tlir rtiotlg,"ge.SECTION . Thirty (3) days after liolice for paymentr' d tie defaulting teranrt-fairir 
a copy of whi-Ii tice shall beforeclose on ll 
S 

,furnished 

may dot 
to ilie fiepartrit 

o i ethe nortgagL. by regisl,inlof Ayt ar iati flefoi 'nt.a cei lificatiot underthe~ I-attn Batik-' .oath of Its intent to for eclosp,city or vitile lItpis iyCty o lProvivnce here of 0r''?ns of tlteI Its le i h lh e lq to aialt i-e where lete latinlcopy of the i' locatled all:ittcfinal riotice for lay-ieri; lit or of lhteeo:senvic,..entfarner to tiIeand the Depatentfe Agjariar ftef(iti of the-flial':"fo nvotice.for payment: aridy a a u'eitiiicationv'.annual aniortizatiots th~ml at Inast three (3)on the I la o din irethlefem reeai)

unpaid. lie niortgage is deettittd 
 foreclosed uliati tegistratioti of
said docu.tients with tile flegisl 
 y of Deeds..li, the event tle defaulting letiati far mer could tiot be served
 
the final notice for paynent, ie 
Land flank sltall frost lte iolicefor payment in tre town hall, liblic titan et otlbaranigay hall or
 
any other suitable place frequeiitea by tlia ptlic of thI 
biarigay 



where the defaulting lenant-farurref-resides. A certificalioi by tile
Land Dank to this effect will substitute fur tile proof of service 
of ti ( final notice of paym ent fbr purposes of foreclosure. 

,Ie flegister of Deeds of all cities and provinces are ditecledto have a separatd registry book tw enter all Ile requirements offoreclosure as provided herein. 

SECTION 10. The tenan t-farmer, or airy of his compulsory
heirs may lift tile foreclosure within a period of two (2) years
from its registration by paying tie Land Banktions on the land with interest thereon of ill unpaid amortiza:six 	perceit (6%) perarmrun.in case of failure to lift the foieclosure within the said

period, ownershi) of tle land shall be deemed trnislufured to ulie 
Land Bank. 

" SECTION 11. The Land Dank, riot fiter than three (3),11onths after its acquisition of lh land, siall sell the 	foreclosed'.land to any Interested landless farmer duly certified to as a bona
fide landless famer by tie Department of Agrarian Reform of tire
barangay or the 	 two closest baranqays WhereThe cost of the 	 the land is situated.land is the unpaid amortizations due oil tIle land 
ax of the date of tire salewith Interest thereon of six percent (6%)per annurn. In the evert that there is more thim one Interestedbuyer, tie actiral buyer shall be deternihred by 	 lottery In thepresence of all the buyers or their rep~resentatives and a representa.live of the Departnment of Agrarian Flefolni. The Deed of Con-veyance executed by the Land Batik in favor of the farmer trans. 

fereere sh llwi e rgis
h t e R gist r o L~ eds of l~eclt 

the land i's located. Ownership shall transfer to thefarmer transferee oh!y upon registration with the Registry olDeeds. Ie lien of the Land Bank by waypfl mortgage on tierem(inlunpaid aW s)all subsis: on tie title of thereaining- unadfjr~ain hl ubit niitransferee. 	 il ft~ive 

SECTION 12. The Land Bank, at least one 'I) urmontlh priorto tire sale, shall furnish the Department of Ajrarian Reform witha notice of sale and shall post a similar notice Il tile 	 town hall*public market and barairgay hall or any other suitable placefrequented by the 	publIc of the barargay where the property i'it 
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located. I lie. notice shall slate tile descril iriri of tin. 	l)roperlt
Subject of tie sale, Ite pic,SECi ION 13. the (late and place of sale.1lie N'ationlalS I 1 Lanld f ittes arid t, eprls Ilegistra
tion Administration. is hereby author ized to isue secli ''lies aridregulations as rimay be rlecessmy relative to the reqislraliorl withtire fIegister of Deeds of all trarsaclions/aclivities requited herein 
taking into considertiorTorrens 	 the rieed to proestSystemrs, tire inteests of tlie lie i lregrity of lieparties and innocent third
parties, 

All trairsactions/activiuies aid their cot re5hrording dorumenls
that-are registered 
 ,illtlie flegister of Devtfs pi sulm to ilia
requiremients .f li.b. No. 27 afid this Executive Older shall be free 
from all docuinenary starmps awid registrationr fees. 

SECTION 11. 	 The Depnartnent of Agrarii fleforir ann theLand fBank are aulhioried to issue tlre 	additiunral inipleroeirgguidelines of this Executive Order iot ehe Iri-r than
sixty (60) days 

I..
 
the Agrarian
S O 
tire Agarian

" 	Fund (Agrarian 
dterieL anedby 
d 

which slrall 
n6rn.the date hereof. 

seforrai Asuciaes flProgea, 

Fon ro ar rt Abila
Fund) shal 	 tbe set upflby lire 
the Goverint oC is 	ariori 


Coordinating Comnittee (liereirialler lefeled
" with source tir furldinmg-reuitin oeenis 

forin O erating 

( Jpei
irAt l Gtovnrrmi.t 

lrmr irinv, atd 

to as (;CMCC), 
jaik In carryferee shall be registered with 	 or ;:, the netprovince where 	 tile Register of Deeds of thre city or 

operating los;ses directly and Indibectly attributable 
for ,arid 

to thlisottr ullnlrrnat e t o p lesecta o fti rq rrvircr~iIrid idirectl rilth rcidisprogram ard the credit facilities to fanmeis aid fartrers' oraniai s. Within thirty (30) days from tie 	efie,:tiity of tis Execu,, iror(lzation 
Order, tire [arid fRank shall subrii! to the (3CbMCC its funding.= 	requlrerents for 1987. 1hereaiter. withririlithe 	 -ixty (60) days afterend of each calendar year, the Land flarti shrall stlbilit to tileI 	 GCMCC an accountIng of all draw;rgs the 	Land Hfank had mrade 

agai
.pective furrdinrg.-reljhemrerteis for 	the current yeai for ieview arid,' vnlidation of 	 tire, GUMCC. 1 lie armount aliprovrI by tire (C,1CCshall be deernied appropriated and tire arnount prognamm.d for
release In coordination with tire Departnmet of Finance Budget 

http:armrun.in


and Management and the National Economic and Development
Authority. Within thirty (30) days from GCM(:C's appioval, suchfunds shall be remitted to the Land Bank forcedit to the Aurariati Fund..-toe a 

SECTION 16. If any part olthis Executive Order is declaredinvalid or. unconstitutional, it shall not affect any other part
thereof,; . , 


SECTION 17... All laws, presidential tleclees orders Ioters 
of ihstructions, rules, and regulations, and other issurances or parts
thereof inconristeni with this Executive Order are hereby repealedor modified accordingly. . 

, 


V.'SECTION 10. 'OrderThis Executive Order shall lake effect upon its
signing and publication as provided by law.
'. .
 .
 
DONE in the city of Manila, this :17th day of July, inthe,
year of Our Lord, nineteen hundred and eighty-seven. 


, . .,adjudicate 
"""'"+ " 
 ' " 
 . . 

.". " 

I.,, " ' " ' 

';+( i~,," (SGD.) CORIAZON C..AQUINO"'":"": " '
" Presideni'.-sid• 
 a. 

..Byhe President: 

. .
 " ';.. 


.- ... 
 '.. ' 
 . ,*• 

• i:" .(SG.). JOKER P. AnnlOYO 
. JExeuti.e Secreary 

.* . Executive Secretary*'a 

MALACANANGMALA 

EXECUlIVE OfIDEfI NO. 129A 

MODIFYING E(EcU riVE OrfDERi riu. 129 
]OEOREGANIZINGSANDSJIENGtlEI4Ir,,DEPA;TMENr


OF AGIRARIAN REFOiRM AND ron OIIER PUIlPOSES
 
WIIEREAS, Executive Order Nlo. 129 dated January 30,

1907 was suspended; 
,. 

WIIEItEAS,Presidential Proclamation [o. 131 and Executive
 
.i'hensive No. 2?9, both dated July 22, -1987 ipstituLed
Agrarian Refomr Program a Cornpre. 

a ot 
(CARP) arid provided tile 

.rrmchanismis for Its Implem entation; 

WHIEREAS, Executive Order No. 229 vests on the Depart-.
Pment of Agrarian Reform quasi-judicial powers to determine arid 

agrarian reform m atters; 
WHEREASithere is a need to strenigthen arid expand the 

!unctions of thi'Department of. Agrarian Reform to be more
effective In Implementing tire Comprehensive Agrarian leformProgram:'
'. 
 /
'" WFIERIEAS,' inder Article XVIII, Section 6, of the 1907

'Constitution, the'President shall continue to exercise legislative 
powers until the First Congress convenes; 

NOW,.TIIEREFORE, I, COIIAZON C. AQUIIIO, PRESI
'DENT OF.THE PHILIPPINES, by virtue of the powers vested i , e by theCorstitution, do hereby order:r":.SECTION 1. Title. This Executive Order shall otherwise 

e o mbe known as tho Rleorganizatim Act of the Department of Agra.rian Rleform. 

SECTION 2. Reorgailization. The Department of Agrarian
,Reform Is hereby reorganized structurally and functionally, here;.Inafter relfcred to .as tile Departlyient, in accordaride with theprovisions of this Executive Order. 
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the privilelge granted heret'inder for private or tllt ent zcd I)Urposes, shall be punished byfntmrl 
 both aso
hn hea fine of five hundred pesos or iniprison. 
ient of not thanmore three 3eas or both. 

This Decree
Done in 

shall take effect immediately.the City of lanila, this 2 1st day of October. in theyer of Om- Lord, nintceni h undred and seventy-two,) 

(SGD.) FER.DINANI) E. MAIlCOS 
President 

Jielublic of tile Phuilipipines 

MAIACARANG 
MANILA 

By the President of I'ie Phililllines 

PRE-SIDENTIAL DECREE 10.27 

'lccrceiiil
The Emancipatlon of T romt

'T 
t FnanlThe Jloncdal,- of 'Iteingil..ra To Them The Ownership of The Land They Till 

,, t.ingThe Instruments and hlechaniiun Tierefor. 

Innsmitch
uparIned as the old concept of land ownership byvalid and legitimate grievances a few hasthat gave rise to violent,conflict and social tension, 


The redress 
 of such legitimate grievances being one of the 
fuziu-1a1ineixt.3 objectives of the New Society, 

tiller of the soilsince leformationfrom his bondage,must start with the emancipation of the 

'ow,
'I'IIEITEFORE, I,Ferdinand E. Manrcos,fihe llhilippipiu i-, President ofby virtue of the powers vestedtit'tlon lit me by tie Conts-n11Co lnnder-in-Chiefippilps, and iurauant to Proclamationof the ArmedNo. 1081,Forces of21, 1972, amd General dated Septemberthe ]'hil-Order No. I dated September 22, 1972, nsainended do hereby decree and order tile emancipation of all tenant 
farmiers as of this day, October 21, 1972; 

This shall apply to tell.altr faiters of pru-tela agriculturals sall (plyin tielands piaifly dev'oted to co- oficcandand coin udriaystenLinder, of shareytm fsae
cio i or lease-tenancy, whether classified as landed estate or not; 

Mot, shall be deemed owneror 
ofn aoi t consize faim of five siifi a family(5) hectares if not irrigated and three (3) hec

tares if ii rigated; 

lin all caes lithe lan'downer may retain an at ca of not morethan seven (7) hectares if such landowner is culti ating such aresor will now cultivate it;
 
For the 
 purpose of determining thet ranisferred costto the teinant-fainmer of the land to btpursuant to this Decree, the valueof the laid shall be equivalent to t%-o alad onehailf(2%'q) times theaverage harvest of thiee nI reiial clop yeais imnlediatefy preceding 

the lromulgation of this Decree;The total cost of the land, incliding inttetest at the rate ,i(6) percentuni per aminim, sh:all be paIid by the (r(15) yeats of fifteen ant infifteen(15) equal annul amorlizn(ions; 

In case of default, the amortizationsfarmers' cooperative in which due shall be paid by themember, with the defaulting teni:nt-farnerthe cooperative having is a 
him 

a right of iecourse against 

The fgoverninent shall guaranty such amortizations with 
shares of stock in government-oIN'ed and goverinient-controlle

0
 

corporations;
 
No title 
 to the land owned by the tienint-fariners under this
Decree shall be actually issued 
to a tenant-fat mer unless and untilthe teiant-farmer has become a full-pledged member ofcognized farmers' a duly recooperative; 

Title to land acquitel pursuant to this Decreelefurm Program of or the Landthe (;overnment shallcept by hereditary succession 
not be itiansferable exor to the Government in accordancewith the provisions of this Decree, the Code of Agtarian teforms 

and other existing laws and regulations; 

.2 



hereby, cmipowered to promiuligate rules nndiimpi~lemen~tationr regulations for tileof thiz Decree. 
or parts theeoftinco 

All htws, executive orders, decrees wid rules and regulationfl.
ristet
with thdis Decreeor rt iie cicorditeyt are hereby repealed
and/or wih Decreccief.y,modified accordingly. 


Done in 
 tile City of alnrila this 21st (layyear of Our Lord, of October, in thenineteen hundred and seventy-two. 

(SGD.) FERDINAND E. MARCOS 

ie theRep r ofesb! Piiliplnes "a, 

MAIACA R.,A
MANILA

PRIS!DEN"IIAL DECREE NO. 28 


ESTABLISIIING 
 SEVEN REGIONALVEIt'IN(; PRISONS AND CON-XXISTINGINTO IE(;UI,AI NATIONALPIISONS AND PENALPENAL FARAIS, AI'PRO-INSTITUTIONS
I'IATING FUNDS TIIEIEFOII, AND FOl OTHER PUIIPOSES. 
WHEIZEAS, there were pending before Congress prior to tirepromulgation of Proclamation No. 1081, dated September 21, 1972,
certair priority measures 
 vital to the establishment and mainte-

iance of peace ard order throughout the land;WIIEIEAS, one of these priority measures"An Act l"Establisihiig Is a bill, entitledSeven Regional Prisons rind Convertiirh',E,xirtinir National Penal Institutions Into Regur Prisons aidPeal Fars, Appropriau ing Funds Therefor, And For Other Pur
poses"; 

WHII:EI As, this measure offers a positive solution topIroblenin bred by tireour- overcrowded national prisons and perpetuatedI)3:n inteigrated systemirrespecLive of confiiienent of various types of felons,,, , ,
of wlietheroffeitlr A they nre incorrigibles or merelyh; biIiolrrulgation first 

11II1MU WAS, ti s bill 
by 

will reduce (lie incidence of e c p: 11"" national
brinriing p-isonersprisoners scand theirand promote thei ofllllfnimilies rehabilitationech othrer ; and friends closer to 

NOW, 'I'llEltEFOHI,, I, 
 FI-BRDINAND B. MARCOS,iiert of tl,'Phrilipline, by vrtire of 

Pres-
tie Cofstitution as he powers vested tn mr byCoimnn der-i-rChief of all tire Armed Forcestie Cbe 

of tie PhiliPPines. aid pisumal t to Pror-laniatiorSeptenber 21, ,io. 1081, dated1972, aid (Gerir ;i1972, as amended, all(] ill Oider- l'o. 1, dact.i Sepltember 22,forms ill Ile socil, Cco0o-oi 
r io effect desied changes and re:Md political stiroliies ofdo hereby decree that our solouseACT ES'ABLISHIING B illNo. 4385, entitodl "ANSIV'EA' IUGIROIL PIISONS AND

CONVr'I?'IN(; E'XISTI'(; AATIONAILTIONS 1ITO REGULAR PEN.IL INSTITU.I'IISONS ANI) PENAI. FARMS, AP-PROIIAT'ING 
 'TA'DSPOSES", is 'IpOI,"IIfJReueby adote(d AND FOR' OTIER PURand :pproved ' n.1d riraide aiit of the
 
iished, if) lieuof tie laid: Provided,of th nirrnrrberThat Ihere shiil be iminr,.idiateh- estnbaIn location of tire peral establish'merits created threiendtler, uri iegiori;l i isor ill e:acih of tile followirg iovinceslAlil)(1a1 o. and atca: ILeyle, I':rignsinr arl No(rthIeaster'Tisdecee sinll take effect immediately 11 

v: I, vided. 'lhlatchanre.,; andeuents,atmod ifications may Ie 111:uie by rie arril
tie Satie s hall tah effect :iftc * Iry airrrorrrcirnce reI ther of nr bymy duly desigrated represeitative.
 

lYoe in the City 2
of ?driila thisdYear h uay of ilober, inof Our Lord, ieteer hrtird ire
:,rl scverlvo. 

(SGPre sEIIIANI)F. ARt S 
ee 

fleiblic of tilre Pilippines 

AIjACAjANG 
MAI1A 

A
 

AMHENDING SIJIlPAllA(;ItAI'll (1) OF 
SECTION SEVENI'EENI UNI)I I) 'I'IIIITY-NIN F AND SUIII'ARAGItA I'I1 (II) OFSECTION SEVEN'1'EEN If UNIIt) FORTYAIDMrINIS'I'ItA'I'IVE OF 'I FE IEVISEDWIIII.AS, tireCODE.were pendinebefo efx Corigie's, priore to tireof Procilara ion No. 1081, dned September 21, 1972, 

r ai e SA Vt-lcertind Oreatres vital to 
o t e eg ab sim n, nd w i tepeace ard order througho. hiee1st:rblish - t :,rd ir'i;terrrceic fthe land ofVlEI(AS, one of these priority measures is Ilouine lill No.25d4 which providds that Prisoners sentenced to(6) montis not more than sixshall be deemed immicipal prisonerstenced to a maxinurrm teri f 

a.di those senot more than three (3) years shall 
deemed provincial or city prisoners; 885 
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SeclionIfcdo T7 of Article -1 recuire,.and net worti- of a v\cr.iic! dc:nratizm of asset,1:iF every public officer or employee l, itie . s~nme i. constit0:iz,i.'lIy rcruired 
and pubic disclcsure of the

!-rCf (inir the manncr p."ovided by law)to the Prc:i:icnt, with resoectth Vic-Frc-icrup..Mc .'-: of , tile vcmbersthe cnnrcs:, oi tie Caianetb ., .-
the unrc,,e .cur:, the 

as l, as 
" 'c:*, as, wCommznr, - . ; :: ssinther s::sitution2; ra Com m issionsofhic.: iIm:iuciln.- the c,,icers of tile .rrlc. forcesgencral or withfiag rank. It is under:toad, however,

title that with respezt to all ttherpubli: officers, -. law maySup- likewise re='Jire *ublication or pubuic 6isclosure of:ne dcclar.tic|i:n) cf ::.sets, liabilities andThe law shieal net worth.widi any public c-ricer or employee who,not during his
tcirure, seeks to -h.-nre irs citi:enship or acquire the -c.',tus of an immi'grant 

zor C:i ancthc counrry. Tileily, aa service unber 
izw may provide :hat they be separated hrom thecertain conditions subjectProvisions to exceptions.related to accountability of public officers are found in other.o werSoweretc.), , •articles like those of the Judiciary (onCivil Service Commission moral qualifications, removal of Judges,and General Provisions.the 

ower 
Articleone- i' XII ANATIONAL ECONOMY AND ArtikuoPAMBANSANG XIIEKONOMIYASe"t.onP AT"m a 

PATRIMONY . Section 
may 1. The goals of the na-;- tiona] economyby. are a more equitabledistribution
with of opportunities, in-come, and wealth;with a sustained in-crease in the amount of goods andservices produced by the nation forvhile ' the benefit of the people; and -nthe expanding productivity' as the keythe to raising the quality of life for all,

esneciallycoy. 
is the underprivileged.~e 

.. is 

-The State shall promote indus-
" triajizationow based and full employmentner on sound agriculturallopment and deve-agrarian reform,Jon, through industries that make full. 

and efficient -use of .human and na-
.trI, tural resources, and which are con-petitive in both domestic and for-;on: eign -markets.shall However, theprotect Filipino Stateenterprises 

t; net; against unfair foreign competitionand trade practices. 

nan. 
. toring 
N,, ring In the pursuit of these goals; allbe- sectors of the economySgions and all re-of the country shall be given 

ATINAPATRIONy 
Se]'syon 1. Ang mga-tunguhjn ngpambansang ckono miha 

pang ekw.itableng pcmaahig ngtoga pagkakataon, kita at kayama.naz, sustinadong pagpaparami ngtnga kalakal at mnpa pagiiingkodnaiil.'ta ng bansa para sa kapakinr,
bangan-ng sambayanan, at huma
lagong pagkap'odu7kib bilang susi 
sa pagaangat ng u 7g pamumu
hay-para sa lahat, lalo na sa mogakaputs-palad. 

Dapat itaguyod ng Estado anq
industryalisasymL at pcgkak taonna .nagkaha;rcpbihajang lahat batay sa mahusay na pagpapaunlad
ng pagaaka.at repormang pansa
kahan, sa pamamagitanng mga i -. 
dustrya na gumagamit nang lubusan at episyente sa tga kakayahan
atng tao at rga likas na kayamanan,nakikipagpligsaan kapwa sa 
mga pamihang lokal at dayuhan.Gayon man, dapat pangalagaanng 

Estado ang nga negosyong Pilipiholaban sa mrayang kompritensyangdayuhan at "ntganakaaihasrnansa 
panoangaakal.Sa pagsisikap na matcmo aug 
mga tunguiing ito, dapat bigyanng'lubos na pagkakataongumuniad 

- .- .-- .. --. ..- ._ 
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1GG THE NMW CONSTITUTION XPLAINED 

optimum 1portunity io dIevelop,Private cn tcp:ises, i chldin coF-
porations, cooperatives. and similar
UclectivC or'an ions, sh-l1 be en-
cour*"ed to broaden the base of
their oN,.rs.hip. 

Sec. 2. Aill lands of the public do-
mains, waters, minerals, coal, pet-
roleum, and other mineral oils, all 
forces of pozential cncrg7, fish-
eries, :'orests or timber, wildlife,flora and fauna, and other natral 
resources are owned by the State. 
IWith the exception of agTicultural' lands, all other natural resources 
shall not be alienated. The explora-

,, tion, development, and utilization
" of natural resources shall be under 

the full control and supervision of
the State. The State may directly 

undertake such activities, or it mayi,, enter into co-production, joint yen-
nt

,t ture, or production-sharing agree-ments with Filipino citizens or cor-
porations or. associations at least

"le sixty per centum of whose capital
is owned by such citizens. Such 
agreements may be for a period not .,, exceeding twenry-five years, renew-
able for not more than twenty-fiveyears, and under such terms and 
conditions as may be provided by
law. In cases of water rights for 
irrigation, water supniy, fisheries, 
dr industrial uses other than the de-
velopment of water power, benefi-
cial use be themay measure and 
limit of the grant. 

The State shall protect the .na-
tion's marine wealth ir its archipe-
lagic.waters, territorial sea, and ex-

a, p lohrt. 7p MRc skto; ro7ironUILo
al uo 17rciz1o7 71l 1c sa. 

Dapat pcsirinitijz (t173 )1,o priba.

d0;o.U nc'josio, pati via v.pa :orpo
rasnonl , na:enpcrotiba 
 at i.atlaa.
 
ring mpog azsai,'ang (r7Iaanisas,,on,
 
so paglapalhwal nq 
basc ;?q i:ani
lang pagiama3-ari.
 

Sck. 2. Anig i0iit 710 V9a lIPaibig
 
ari 7g bayan, vogo tubig, moo mi
ncral, karbon, pctrnliw at ibo Pang

WOga InaGis 7ziVC7lcrl!. iahat ))an
 
iakcs ;ng Ina) gamit 
 noa c',c'h nc,7toga pangisdaan, toga kagubata o
 
nzga hahuyan, buhay-iiang, halo
man at hayop, at iba pang iga likas noa kayamanan ay ari g Esta
do. Hindi zaaaring "ilipat kanino
 
man ang lahat ng iba pang toga i.
 
]as 'a kayamanan vzaliban sa Moga

lupaing pansakahan. Davat 
szuma
ilalim sa ganap na-kontro'l at supcr-.
 

bisyon ng Estado ang paggalugad,pagpapa7Lad, at pagsasagamitng 
toga likaS na kayamanan. Ang nga.gawaing ito ay rnaaaaring tui. .' 
rang isagawa ng Estado, o ito ay 
maaaring, makipagkasunduang koprodul;syon, Magkasamang pakiki
pagsapalaran, bakasang "produk
syon sa mga mamamnayang Pilipino
 
0 sa toga korporasyon 0 7iiga asosasyon no ang animnapung Po .. 
syctnto man lavang ng puhuna ay
 
ari ng gayong inga mnamamayan.

Ang gayong mga kasunduanay ma."
 
aaring ukdl sa panahong hindi hi
higit. sa dalawampu't limang taon; 
 ": 

.na mapapanibago sa hindi hihigit - . 
sa dalawampu't limang taon, at sa 
ilalim ng toga termino at mga kon
diyon na maaaring itadhana ng
 
batas. Sa kalagayan ng tga karapat.a,. sa patubig, panustos-tubig, 
nga pangisdaanomoga gamit pang
*industryana "iba sa pagpiapaunlad 
ng lakas-tubig, ang gamit na kap " 
ki-pakfzabang ang naaaring ma- " 
ging suk~dax at katakdaan ng pag 
kakaloob.. 
- Dapat .panpalagaan ng Estado 
ang yamang-dagat ng bansa sa iga
karagatan 7angkapuduan, dagat 

.o.
-




NATIONAL ECONO.My & PATf1MOXY 1 7 
zio 	 clusive economic zone. and reser.e Tcrritor,a! 0t ck'slsibo:vn-	 n . flentto Filipino citi~cns.its use and cn.io,'mcn", " 71to"'.pm,-~tzcs xc'%uslejY " •sogpqjcnjPr~fjL'abuhn ? aio0Iifu,t a padl iinavang c.ISlutsibong paggamit at panma.ulo.ula- ~tamasnPiiipino. lito sc ? 1.QO 7 namamllllfi 
,/n, The Con-ress nmiy, by la', aliow Jaaorino pahintuhz'io,1 K7on.small-scale utilization 	of natural re- grcso so PaMaMnOitan7?10 batas angsources by Filipino citizens, as well:ng 	 Thaiiiran P0gscsagaMitas coopcrative fish 	 g wa l'arming, -ith L,'as na i'a!amanan 7?g,1- priority to subsistence 	 ?)? ( awafishermen.17?9 	 ma/a7g Pilipino, gaoIn . diit' ga.: and fishworkers 	 agbays, an'd la onsig. in rivers, l,.es. pangkoopcratibang Oaoioa ,.:a'vs nd lagoons.ya, 	 isac, no aOg pryoriti anscrawicd

bl, ay na2- 0 	 7?ga manginlisa at ioa 
.ianggagawangala-	 pang-isda so moo
flog, tnga lawo,a- •cdagat-dagatan.	 7'ga look., at mac. 

The President may enter into'7ino 	 Ang Pangulo ay 7naaaringmakiagreements with forei-n-owned cor- pagkasundna. sa toga korporas. 
nga porations involving either technicalor financial assistance for large- yong aring-dayuhan na .kinapapalooban .rg tulong teknikal o pina71a- scale exploration, development, andcr ... utilization of 

syal para sa Malawawalg pagoalu.7ad, 	 minerals, petroleum, gad, pagpapaunLad, at pagsasagaand other mineral oils according tong 	 mit ng toga mineral, petrolyo at ibathe general terms and conditions pang niga.langis mitteral alinsunod nga. provided by law, based
tributions on real con- sa nga pangkaiahatangtermino atto the economicay : 	 gro,;th rga 'okndisyonnouitinatadhana?zgand general welfar6 of the country. batas, batay sa toga tunay na am)ko- .In such agreements, the State shall bag sa pagsulong na pangkabuha.pronote the development"uk-	 and use yan at sa kagaLingang paniaihat ng"of local scientific and technical re-nnflo " sources. bansa. Sa gayong, mga kasunduan,
 

,so- dapat itaguyod ng Estado ang pag
papaunladat pdgamit sa niga lokal
or-


ay no batis syentipiko at' teknikal.
The President shall notify the'an. 	 Dapat ipagbigay-alam ng Pang-Cohgress of every contract entered.no-	 ulo sa Kongreso ang bawat kontrainto in accordance with this prori- iang pina;kipagkayaria7hi- ,on; sion, 	 1 aulinsunodwithin thirty days" " 	 from itston; execution.	 sa tadhanang i'v sa loob ng tatiniecto.-pung 
git araw mula sa pagkak-pagsa. 

gawa nito. 
sa.on- " ;" " Sec. 3. Lands of the publicmain are classified into do- Sek. 3. Ang moga lupaing ari ngagriculta.ng bayan ay inuuri na pansakahan,ka

:ra-" 
ral,. forest or timber, mineral lands, gubatan o kakahuyan, lupaing miand national parks. Agricultural neral, at ngd pazbansanlg parke.3ig, land of the public domain. may
fad 	

be A7?g lupaing pansakahan na
tad further clas&ified by law according 	 ari 

to the uses to which they ng bayan ay maaaring u,=in amay, be sa pamamnagitanpa. •7 	 n g batas alinsunoddevoted. Alienable lands of the pub-ma-	 - sa mga paggagamitdnnito'... 	 Dapat 
g.a-	

lic domain shall be limited to agri- iimitahan'saroga lLupaing pansakacultural lands. Private corporations 
 han aRg maililipat na mga lupaingor associations may not hold such-do alienable lands of'the public domain 
ari ng bayan. Hindi maoaring'hu

. mawak ang alin mang pribadong

oa" except by lease, for a.period not ex-
t " " ceeding t-wentv-five vears, ko7porasyon 0 asosasyon ng mogarenew- lupaing ma.iliipat na ari ng bayan 
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T]E :w C'ONSTITLTJON XrLA!-D
 
cxternal 
cc iro: :t,:h - iiino: tncn.sclvc. or 'i ,tives, can ire..iy c. ::riL their c:onomic plan-,: 

. : tncir : rcsc ..and programs. 

Tne prinizry. gudn rniis'wt rgas
patri :i nonyi ctnr rinipies with rc:?e t to"pari:Z:mon o- "n e c: our l-ational economy aldappii:S::on a: follo :: 1) ::ainIento. the pris:nilc of :u sidiarity. - :he czn-mon n:o ; 2)Lolloarity. and (Z) foliowin. tilep.vinzipie of 

The -"ttai:nment of the common .cod has alway::ivw~ii~ :a:icty. --vory been the r:.i f evZoin-Hutl ryis given imoirtanccgoal. His -ctuations must not be 
ir the C-.innen, of thisdesigned on'ly for himself but alsoThe first sentence of; Section 6 o: for others.th- instant Artice su alrsthio statemen"ieue 
o *, .rcperty bsars a sc-ial function,contrute to the Common 

znd all e:or.:rni: aao"n:s :hall 
every member 

gc:d."0 Thus, the situation ccntemplatedo ciety must is thatbe aftordd theveloped opportunities for himmaterially, politically, culhurally to be de. 
total and spiritually. It ishuman liber-t.ion. amountingAnd towhen man's notentials are well.cieveloped Lasedon equal distribution of opportunities, wea'llh and income,there will besustained it is expected thatincreaseUnder thethe quaality of life for in production, goods and services, thus raising

principlel of subsidiarity, itonnotonly for is privatea segment initiative that shouldof society.
 be 
the main basis of every economic activity in the sense that When such activity
can be performed responsibly and efficiently by private individuals oragencies, the State shall refrain privatefrom interferring.justified only for the attainment of the common 

State interference shall begood. Itgives way to the so.called "Free 
enterprise" 
or "privae enterprise"the desire for unrestrainedaoad system.is impe ile profits becomes But when"and, this wLi". . . the overriding motive,=,,~rl lg the common
-occl is impr- le this 

m hv ,t e ..... 
 will justify State interference,The concept of solidarity teachesin the pursuit of the that it'is thecommon good, to make duty of every individual,himself productivedolence and mediocri*ty and avoid in.in his work. Of ccurse,where there this assumes aniz equita-ble distribution environmentof Wealth and equal opportunities. forwork.
 

Section 20 of 
 the- article on Declaration of Principles and State Policies
supports the principle of subsiciarity when itprovides:.
the indispensabe role of the private sector, encourages 
"The S:ate recognizes
 

provides incentives private enterprise, andto needed investments." And closely relatedsecond sentence thereto is theof Section 6 of the instanit Article whichand private groups states: "Individualsincluding corporations, cooperatives,organizations, shall have the right and similar collectiveto own, establish, andterprises, subject operate economic ento the duty of the State to promote distributiveto intervene justice andwhen the common good so demands." "
 
The 60%-40% equity in a corporationdevelopment or associationand utilization in the exploration,of natural resources40%. as the maximum equity for 

has been retained with thealien but the 60%cause equity forof the use Filipinos,of the words "at he
the Congress (even 

least sixty per' centum" can be increased byup to 100%) wheni domestic capital becomesable. Layering in corporate practice through 
mo,. avail

the io-called grandfatherco.nsltituticnally prohibited. because this will enable aliens to 
rule is 

than' 40%. own in effect more.This was the answersubject by Jose N. 
of Berne \Mlegas to an interpellation on tieNolledo..s 

a r o 
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N.",TIC:,L 1"CONO17 . !'ATRI'I.OXY 
1%

Tii e icno- ,r 'i , 'oion 2 n -, Cn: ,rtizv on
 

"nonof ioreinm
the in'e crs in the noverni:)-
c Plzra:icn, -,vcic=nic , and utiii:6tio1 
uody of the corporationi onlao natural resource,,u nike in Sec.in

cF :i_'in:.an, Article where, c r. "the p:rticipationc: , C.o:i' offfcreign invcs~crs' ny uPiiiy PC' in es 
 he 
 I e to theirpr=r:on.c :harc in it:c-pital."
2 be.aute 

Ti came ruic itowever, ,hall ,pply-on o: PD to Sec.No. 715, v.'hich presicentilidecreer.ate until ."mcn;-;-d,re.aled shall ccrntinue to cpe.or revol:cd, pursua:nt to Se-tion Z of ruce ;\ill,ionn:f irtc, 
.Vith 'esPec' to our marine wealth, the New Constitution provides for the

rit is - Eilt , - h .,neror exciusive e:onomic ou n .' in ,rlhi:clag ic ,''crs,o rzone t .=rritorial reserve and it is likewise provided thatthe use and enjoyment of its marine 
the S:ate shalwealth exclusively to Filipino citi.sens. Therefcre, the 60%.-4016 equity shouldof the country not apply towhich constitutes the marine wealthCo.per.tive also part of the Nation'sfish farming may be allowed natural resources.by law with priority to subIs

tcnce fishermcn and Fishworkers in rivers, lakes, bays andaiso lagoons..0 Section Refer'7,Article XIII on protectionrm en to the• rights of subsistence fish. 
Service contracts with foreignowned corpora.ions
cizl assistance for technical or finan.
may be entered into subject 
 following conditions: 
(1) They are entered into by the President;
 
(2). They
development cover technical orand utili=ation financial essistance for large-scale exploration,of minerals, petroleum(3) Must be !'ased on real contributions and other mineral oils;to the economic growth and gen.eral welfare of the country;
(4) They shall embody stipulations whereindevelopment and the State shall promoteuse theof local scientific and technical 'resources; 
(5) They must be in accordanceprovided for by law (a general law); 

with the general terns and conditions 
(6) andThe President shall rotify the Congress cf every service contractteree into by him, within thirty (30) 

en. 
days from its execution. r es,N'.... .:. c-o 0.:cpt ,-i-..I,,=-cc; .- . :, no. shall e- le-ed '

lz nds . ( S e c .'3)2) And aiienble lands of the public..-domain' shall be Jimited .to agricultural
Private corporations or associations'may holdral) alienable landsof the* public domain (agricultu.only bO; lease, not to exceed 1,000 hectares in areafor a period not exceeding 25 years, renewable for not more than .23 years. In.dividuals whopublic doma 

are citizens of the: Philippines may holdn either by lease alienable lands of the(not more than 500 hectares) or "inownership(not exceeding 12 hectares). This 12 -hectare limit may still be decreased underthe second paragraph of Section 3 nf the instant Article. 
 So also, the maximum
limits for lease above may likewise be decreased by the Congress under said 
.
 

Aliens may noi acquire lands of the public domain either by. lease or
ownership, except by way of private corporations which as inalready stated maybe merely lessees of alienable lands of the public domain.As to private lands, the samedividuals, corporations, or 

may be transferred or conveyed only to in.associations quclified to acquire or hold lands of 



17C T!!r RE\w C'QNSTITU'TION EXL'.INE 

thle pui- doa.in s Lcrs.od il S :.ion 3 ofcourse, tile instant A eticle,in -u except,c's- _: i:,y -h. csiZn. 5ut of 
wn, a ;ri~''re i ., .zn:tural.born 6C.,"ite tillsc pro'.i. ions (as tocitizen oi tilt' Pirii ne v.c. aslest hi, iniiippirc c : -::n:,ip n ay b. a tr-ns.eree ci privahe i." " .L'biecr to-uch i 'io. ,chliat Cs may ' iasdS &'..e-y to•bv p,'o'|dcc: by law. Sc:.Article 7, Art. %";:1l, con rary to pOzu;ar L,-iic., i,. de= o si .. ..port to BP 3 v li h- , cc- l-:'.'. :u:ia Sz o.porto n3. 13 which provide: thot "any 

. l e c iu i l 1111
not.;ra,..hrn citizcn 0f tile Phiijp.pines wh'o has lost ihis Phiiippine citizenship and who hasenter the legal ca.,ity tointo a Conr.a.:t Lder Pnai~ppine iav.,- may be aland up to transferee c- Z privatea maximurn area cf one thousand (1,O0D) squore meters, incase of urban land, or one thehe:tare in the case of rural land, to be used by.him as his resi6ene." Undier SP -I. 155 above, "in thepies, one of them case cf narrie cou.may avail of the privilege herein provid-; .rovid.s, That ifboth shall avail of the some, the total area required shall not exceed the maxi.mum herein fixed." Moreover, under SP Big. 135,ready owns urban "in case the 'transfereeor rural lands for residential purposes, al.

he shall beto be a transferee of additional urban or rural 
entitled. 

lands for residential purposes
which, when added to those already owned by him, shall not exceed the maxi.mum areas herein authorized."
 

Note also that 
 a usufruetIrantingover a land to an alien doesthe Constitutional prohibition against aliens acquiring 
not violate 

lands in the Philippines.(See Palocios vs. Ramire, L-27o52, Feb. 15, 79E2) 
The 60,o-40o provisionsties (See. 11) on natural resources (See.are provisions 2) and public utili.on foreign investments. So also, under Section11 (2), Article XVI, only Filipino citizens or. corporations ator associations 

least 70% of the capital of which is ownedto rhithe advertising by such .citizens shall be allowed.ownershiptenaein the ceringnLo industry. Under Section 11 (1)and management of Article XVI,of mass media shall be limited to citizens ofthe Philipp:nes, or to corporations, cooperativesand manaed 4y subch citizens.' or associations, wholly-ownedUnder Section 4 (2), Article XIV "educational
 
institutions, other 
 than those established by religious croups and missionboards, shall be owned solely by citizens of
associations at 

the Philippines -or corporations or
least 600,% of the capital of which is 
owne. by such citizens.
Outside'orf the cases above stated where Filipino equity is expressly pro..vided for, aliens may invest even up to 100% except as may bh regulated orlimited by laws on investment of the Congress. Nevertheless,. under Sectionof the instant Article, "the 10'Congre.,s shall, upon recommendation" of the econc-"mic'and planning agency, when the national interest dictates, reserve to citi-.zens of the Philippines or to corporations or associations at least 600" Of.arptal is owned whoseby such citizens, 'or such higher percentagemay prescribe,, certain as the Congressareas of investments." Note that our investment lawsremain effective unti'amended or'repealed. (See Sec. 3, Art. XVIII) .

The Congress shall enact measures that will encourage the formation and'operation of enterprises whose' capital is wholly.owned by Filipinos. (Sec'. 10,per. 2) This is' a Chito Gascon amendment.
 
The'above provisions can 
be qualified, as may be appropriate, by the rule..that "in the .r.int of. rights, privileges, and corncessions covering .theanationaleconomy and imony, 7-e State shall give preference to ualified'Filipinosa..proposal of -se N. Nolledo. 
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AN ACT INSTITUTING A COMPRE£1ENSIVE AG-
RARIAN REFORM PROGRAM TO PROMOTE 
SOCIAL JUSTICE AND INDUSTRIALIZA-
TION, PROVIDING TIlE MECHANISM fl()RITS IMPLEMENTATION, AND FOR OTHER 
PURPOSES 

(REPUBLIC ACT NO. 6657) 

CHAPTER I 

PRELIMINARY CHAPTER 

SECTION 1. Title. This 'Act shall be known as the Comprehensive
Agrarian Reform Law of 1988. 

SEC. 2. Declaration of Principles and Policies. - It is the policy of 
tile State to pursue a Comprehensive Agrarian Reformn Program
(CARP). The welfare of the landless farmers and farmwvojrkers will
receive the highest consideration to promote social justice and to move 
the nation toward sound rural development and industrialization,
and the establishment of owner cultivatorship of economic-sized 
farms as the basis of Philippine agriculture.

To this end, a more equitable distribution and ownership of land,
with due regard to the rights of landowners to just compensation and tothe ecological needs of the nation, shall be undertaken to provide
farmers and with thefarmworkers opportunity to enhance their
dignity and improve the quality of their lives through greater
productivity of agricultural lands..The agrarian reform program is founded on the right of farmers 
and regular farmworkers, who are landless, to own direrfl,, or 
collectively the lands they till or, in the case of other farmwo ker., to 
receive a just share of the fruits thereof. To'this end, the ,Sfate shall 
encourage and undertake the just distribution of all agricultural
lands, subject to the priorities and retention limits set forth in this Act,having taken into account ecological, developmental, and equity 
considerations, and subject to the payment of just compensation. The 
State shall respect the right of small landowners, and shall provide
incentives for voluntary land-sharing.

The State shall recognize the right of farmers, farmworkers and
landowners, as well as cooperatives and other independent. farmers' 
organizations, to participate in the planning, organization, and 
management of the program, and shall provide support to agriculture 
through appropriate technology and research, and adequate financial,
production, marketing and other support services.

The State shall apply tb princilples of agrarian reform, orstewardship, wheneverdisposition applicable, in accordance with law, inor utilization of other natural the 
resources, including landsof the public domain, under lease or concession, suitable toagriculture, subject to prior rights, homestead rights of small settlers 

and the rights of indigenous communities to their ancestral lands.The State may resettle landless farmers and farmworkers in its 
own agr:-'lturial estates, which shall be distributed to them. in the 
manner provided by law. 
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ly means of appropriate incentives, the State shall encourage theformation and maintenance of economic-sized family farms to beconstituted by individual beneficiariesThe StatU: shall protect the and small landowners.rights of subsistence fishermen,
heseiay shoall route preeresubsistencomenalesecinily of locnl t e ofcommunities, to the preferential use of comir-nalinarilme and fishing resources, both inland and offshore. It shall

provide z'rpport to such fishermen through appropriate technology and 
re- -..,ch, adequate financial, production and marketing assistanceand ifhor :;ervices. The State shall also protect, develop and conserver~ncs h rtcinsaletnow oofhr ihn
such rr- ourcqs. Trhe protection shall extendgrolinld of snibsistence fishermen to offshore fishingagainst foreign intrusion.
Fi-hv':)rlrers shall receive a just share from their labor in the 
utili~at in of marineTh 	 md fishing resources'Statl shall be guided by the principles that land has a social 

zv ion and land ownership has a social responsibility. Owners oft iculliral land have the obligation to cultivate directly or through
laror nlnniniistaticn the lands they own and thereby make the landproil !,rtive. 


The St:4e 
 shall provide incentives to landowners to invest the 
proce lia. of the agrarian reform program to promotein(iprialization employment and privatization of public sector 
enmt rprise!:. Financial instruments usedcontain 	 as payment for lands shallfeatures that.shall enhance negotiability and acceptability intihe inaiketplace,Themnatpleas e uprior 

The State may lease undeveloped lands of the public domain toqualified entities for the development of capital-intensive farms, andtraditional and pioneering crops especially those for exports subject to 
the prior rights of the beneficiaries under this Act.SEC. 3. Dfinitions. For the purpose of this Act, unless the contextindicateshouseol,indiates otrise r munder 

(a) Agrarian Reform means 'the redistribution of rands,,rrdless of crops fruitsor produreJ, to farmers and regulariarmworkers who are landless, irrespective of tenurial hrrangement,

to include the totality offactor 
 sand support ervices designed to lift theeconomic status of the beneficiaries and all other arrangements
alternative tohie physical redistribution of lands, such as productionr 

or profit-sharing, labor administration, 
and the distribution of sharesof stock, which will allow beneficiarieu to receive a just share of thefruits of the lands they w ork. 'a 

(b)t.-o tlands Enterpris or Agrcult(h)
(b) Agricultur . Agricultural Enterprise or Agricultural Activitymeans the cultivation of the roil, planting of crops,'growing of fruittrees, raising of livestock, poultry or fish, including the harvesting ofsuch farm products, and other farm activities and practices performed

by a farmer in conjunction with such farming operations done by 
persons whether "naturalor juridical. 
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(c) Agricultural Land refers to land devoted to agriculteral acivity
definedresidential, in this Act and not classifiedcommercial or industrial as mineral, forest,land. 

(d) Agrarian Dispute refersarrangements, whether leasehold,to any
tenancy,

controversy
stewardshiprelating to tenurial 

or otherwise,over lands devoted to agriculture, including disputes concerning
farmworkers' associations or. representation of persons in 

negotiating, fixing,terms or maintaining, changing or 	 seekingc:onditions of such tenurial arrangements. to arrange 
It includes any controversy relatingacquired 	 to compensation of landsinder this Act and othr terms and conditions of transfer orownership from landowners to farmworkers tenants aid other 

agnarian reform benjiciaries, whether the disputants stand irproximate relation 	 theof farm operatoe and beneficiary, landowner and 
eina ortrt,lessor and lessee.

te) ide o- Abandoned Land refers to any agriculturl a1.end notcultivated, tilled or developed to produce any crop nor di'votfrd to anyspecific evonomic-purpose continuously for a period of(3) thi.e .wearsimmediately prior to the receipt of notice of acquisilion fy the
g'overnment as provided under this Act, but does iot include hnd lhathas become permnnently or regularly devoted to non-nricull.ural 
pups-.It does nmot include the land whichpures 	 has becomie unprodoctiveof foe nainue the fontuwituosby 	reason of force majeure or any othier fortuituos event,eve providedprodcthat

to such event, such land was 	 thatpreviously used for agricultural or 
other economic purpose.

(f) 	 Farmer refers to a natural person whose primary livelihood iscultivation of land or the production of agricultural crops, either 1% 

himself, or primarily with the assistancewhether the 	 of.hi immneiate farmland is owned by him, or by anolher persona 	 leasehold or share of share tenancy agreement or 
arrangement with the owner thereof. 

(g) Farmworker is a natural person who renders service for valueas an employee or laborer in an agricultural enterprise or farmregardless of whether his compensation is paid on a daily, weekly,monthly or "pakyaw" basis. The anterm includes individual whosework has ceased as a-consequence of, or in connection with, a pending 
agrarian dispute and who has not obtained a substantially equivalentand regular farm employment.d 	 r g l r f r m l y e t
 

Regular Farmworker is a natural person 
who is employed on a
permanent basis by an agricultural enterprise or farm.(i) 	Seasonal Farmworker is a natural person who is employed on arecurrent, periodic or intermittent basis by an agricultural enterprise
or farn, whether as 	a permanent or non-permanent !aborer, such as 
oduman, "sacada anl like., the 
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(j)Other Farmworker is a farmworker who does not fall underparagraphs (g),(h) and (i). 
(k) Cooperatives shall refer to organizations composed primarily ofsmall agricultlural producers, farmers, farmworkers, of otheraI:'ariat- reforr h' neliciaries who voluntarily organize themselves

'for fi1ur rp0,.:!.V Of pooling land, human, technological, financial ornth,'r -,r,,ri,,r resolrces, and operated on the principle of onemrlihlr, u,,uvvote. A juridical person may be a member of acnoerative, v'ith the same rights and duties as a natural peron. 

CHAPTER II 

COVE1IAGE 

SIC. 4. ,rope. - The Comprehensive Agrarian Reform Law of 1988shall cover, regardless of tenurial arrangement and commodity
prod'led. all public and private agricultural landA as provided inlProclmat.ion No. 131 and Executive Order No..229, including otherlands nfflv pblic domain suitable for agriculture.


Pilot' .!per'il'ically, the following lands are covered 
 by theComp,ehieisive Agrarian Reform Program:
(a) All alienable and disposable lands of the public domain devotedto or quitable for agriculture. No reclassification of forest or minerallands fo agricultural lands shall be undertaken after the approval ofthis Act until Congress, taking, into account ecological,develqrmental and equity considerations, shall have determined bylaw, tlie specific limits of the public domain;
(b) All lands of the public domain in excess of the specific limits asdeterriined by Congress in the preceeding paragraph;
(C) All other lands owned by the Government devoted to or suitable 

agriculture;any(d) 'All private lands devoted to or suitable for agricultureregardless of the agricultural products raised or that! can be raised
thereoh. 

SEC 5. Schedule of Implementation - The distribution of all landscovereej by this Act shall be implemented immediately and completedwithinlen (10) years from the effectivity thereof. 

SEcI'ION 6. Retention Limits 
- Except as otherwise provided in thisAct, n person may own or retain, directly or indirectly, any public orprivatp agricultural land, the size of which shall vary according tofactorN governing a viable family:sized farm, such as comm dityproduqed, terrain, infrastructure,.and soil fertility as determinc.4 bythe liresidential Agrarian Reform Council (PARC)created 

hereuder, but in no case shall retention by the landowner exceeq five 

4 

(5) hectares. Three (3) hectares may be awarded to each child of thelandowner, subject to the following qualifications: (1) that he is at
least fifteen (15) years of age; and (2) that he is actually tilling theland or directly managing the farm; Provided, That landowners
whose lands have been covered by Presidential Decree No. 27 shall beallowed td keep the area originally retained by them thereunder;
Provided, further, That original homestead grantees or their direct
compulsory heirs who still own the original homestead at the time ofthe approval of this Act shall retain the same areas as long.as they 
continue to cultivate said homestead. 

The right to choose the area to be retained, which shall be compact orcontiguous, shall pertain to the landowner; Provided, however, That 
in case the area selected for retention by the landowner is tenanted,the tenant shall have the option to choose whether to remain therein or' 

ieneficiary the anotherbe a in same or agriculturalsimilar o cmnparable features. In land wvithcase the tenant choose!; to remainin the retained area, he shall be considered a leaseholder and shall
lose his right to be a beneficiary under this Act. In case the tenantchooses to be a beneficiary in another agricultural land, lie loses hisright as a leaseholder to the land retained by the landowner. 'l'lietenant must exercise this option within a period of one (1).year fromthe tinte the landownur manifests his choice of fie area for retelntion.

In all cases, the security of tenure of the farmers or farsniorkers outthe land prior to the approval of this Act shall be respected.
Upon the effectivity of this Act, any sale, disposition, lease,

management contract or transfer of possession of private landsexecuted by the original landowner in violation of this Act shall benull and void; Provided, however, That those executed prior to this Actshall be valid only when registered with the Register of Deeds within 
a period of three (3) months after the effectivity of this Act. Thereafter,
all Registers of Deeds shall inform the DAR within thirty (30) days oftransaction involvingagricultural lands in excess of five (5)
 

hectares.
SEC. 7. Priorities. - The DAR in coordination with the PARC shallplan and program the acquisition and distribution of all agriculturallands through a period often (10) years from the effectivity of this Act.Lands shall be acquired and distributed as follows:
Phase One: Rice and corn lands under Presidential Decree No. 27;

all idle or abandoned lands; all private lands voluntarily offered bythe owners for agrarian reform; all lands foreclosed by government
financial institutions; all lands acquired by the Presidential
Commission on Good Government (PCGG); and otherall landsowned by the government devoted to or suitable for agriculture whichshall be acquired and distributed immediately upon the effectivity of 
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this Act, with the implementation to be completed within a period of not more than four (4) years; -the
Phase Two: All alienable and disposable public agricultural lands;all arable public agricultural lands u'nder agro-forest, pasture andagricultural leases already cultivated and planted to crops inaccorci.ncr witlh Section 6, Article XIII of the Constitution; all public:ri:,!ii,i-:l lands which are to be opened for new d,"'elopment andr('*.etli 1 r-,.iti; ;,rd all private agricultural lands in excess of fifty (50)hect',Ex, insoiar as the excess hectarage is concerned, to implementpiin1m.ilh, th,, right of farmers and regular farmwoilters, who are 

,.t ,.v dirrectly or collectively the lands they till, which shallIi.. .r; irit!1d immediately upon the affectivity of this Act, with theiitnl(-i,pftflion to be completed within a period of not more than fourf, I ' . 

three: otherIw b All private agricultural lands commencingwill lari,, landholdings and proceeding to medium and smalllan!tlohlint:, unler the following schedule, 

a ~IL,,itidholdings above twenty-four (24) 
hectares up to fifty (50)

hertire,. to begin on the fourth (4th) year from the-effectivity of this Actand to b,. crmnpleted! within three (3) years; and

b) landlhdhings from 
 the retention limit up to twenty-four (24)hectare,, to begin on the sixth (6th) year from the effectivity of this Actand to be completed within four (4) years; to implement principally theright of fnrmers and regular farmworkers who are landless, to owndirectly or collectively the lands they till.
'lile schedule of acquisition and redistribution of all agriculturallnn1r covered by this program shall be made in accordance with theabove order of priority, which shall be provided in the implementingrulep to be prepared by the Presidential Agrarian Reform Council

(PAC), taking into consideration the following: the need to'listfibute lands to the tillers at the earliest practicable time; the need
enhance agriculturol productivity;' and the availability of fundsand tesources to implement and support the program.

Inany case, the PA1M, upon recommendation by the Provincial.Agririan Reform Coordinating' Committee (PARCCOM), maydecl a certain provinces or regions as priority land reform areas, inwhi; case the acquisition and distribution of private agricultural
land therein may be implemert ted ahead of the above schedules. 


giver9 to lands that are tenanted, giens, priority must be

Tle PARC shall establish guidelines to implement the above
priotlties and distribution 
scheme, including the determination ofwho -pre qualified beneficiaries: Provided, That an owner-tiller maybe a Feneficiary of the land he does not own but s actually cultivating 
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to the extent of the difference between the area of the land lie owns and
award ceiling of three (3) hectares.

SEC. 8. Multinational Corporations. - All lands of the publicdomain leased, held or possessed by multinational corporations orassociations, and other lands owned by the government or bygovernnent-owned or controlled corporations, associations,institutions, or entities, devoted to existing and operational agribusiness or agro-industrial enterprises, operated by multinationalcorporations and associations, shall be programmed for acquisitionand distribution imnnitiately upon the effectivity of this Act, with the
implementation to be completdd within three (3) years.Lands covered by the paragraph immediately preceding, underlease, management, grower or service contracts, and the like, shall bedisposed of as follows: 

(a) Lease, management, grower or service contracts coveringsuch lands covering au aggregate area excessin of 1,000 heclares,leased or held by foreign individuals in excess of 500 hectares aredeemed amended to conform with the limits set forth in Section 3 of
Article XII of the Constitution. 

(b) Contracts covering areas not in excess of 1,000 hectares in thecase of such corporations and associations, and 500 hectares, in thecase of such individuals, shall be allowed to continue tinder theiroriginal terms and conditions but not beyond August 29, 1992, or theirvalid termination, whichever comes sooner, after which, suchagreements shall continue only when confirmed by the appropriategovernment agency. Such contracts shall likewise continue evenafter the hasland been transferred to beneficiaries or awardeesthereof, which transfer shall be immediately commencedimplemented, and completed within the period 
and 

of three (3) years
mentioned in paragraph I hereof.(c) In no case will such leases and other agreements now being
implemented extend beyond August 29, 1992, when all lands subjecthereof shall have been distributed completely to qualifiedbeneficiaries or awardees.
 

Such agreements can 
continue thereafter only under a new contractbetween the government or ualified beneficiaries or awardees, on tOw one hwand, and said enterprises, on the other.
Lands leased, held or possessed by multinational corporations, 

corporations, associations,owned by private individuals and privateinstitutions non-governmentaland entities,Philippines, shall citizens or thebe subject to immediate compulsory acquisitionand distribution upon the expiration of applicablethe leas,!,management, grower or service contract in effect as of.August 29.1987, or otherwise, its validupon termination, whichever comes 
sooner, but not later than after ten (10 ) yea,-s following the effectivity 
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of this Act. However, during the- said period of effectivity, the 
government shall take steps to acquire these lands for immediate
distribution thereafter. 

In general, lands shall be distributed directly to the individual
worker-heneficinries. In case it is not ecnnomically feasible and
sound I, divide the land, then they shall form a workers' cooperatie
ot w.:iationwhich will with corporation ordeal the business 
nlssocultioii nr m... ther proper party for the purpose of entering into a 

-:,r gioweis agreement and for all other legitimate purposes.
U/ntil a n.,w a:reemen't isentered into by and betweeicoprati the workers'e or an:sociation and the corporation or businss association 
or any ",.her proper party, any agreement existing at the time this Act
takns eff(tct belween the former and the previous landowner shall be
-,specterl by both the workers' cooperative or association and the 

rl,nraton, business association or such other proper party. In noca-s. shnll the implementation or application of this Act justify or res ilt in the reduction of status or diminution of any benefits received 
or cifjuy'd by the worker-beneficiaries, or in which they may have ave::,.d ritjit, at the time this Act becomes effective. 

Thv- l-visions of Section 32 of this Act, with regard to production-
and in, ,m-sharing shall apply to farms operated by multinational 
cotn i'prations. 


During the transition period, the new 
owners shall be assisted intheir efforts to learn modern technology in production. Enterprises
which show a willingness and commitment and good-faith efforts to
impart voluntarily such advanced technology vill be given
preferential treatment where feasible. 

In no case shall a foreign corporation, association, entity or 
individual enjoy any rights or privileges better than thosea domestic corporation, association, entity or individual. 

!imiyed by 

SEC. 9. Ancestral Lands. - For purposes of this Act, ancestral lands 
each indigenous cultural community shall include, but not belimited to, lands in the actual, continuous and open possession and 

occupalion of the community and its members; Provided, That the 
Torrens System shall be respected.The right of these communities to their ancestral lands shall be 
protected to ensure their economic, social and cultural well-being. Inline wvth the principles of self-determination and autonomy, the 
systems of land ownership, land use, and the modes of settling landdisputis of all these communities must be recognized and respected.

Any'provision of law to the contrary notwithstanding, the F-ARC 
may sqspend the implementation of this Act with respect to ancestrallands for the purpose of identifying and delineating such hinds:
Provided, That in the autonomous regions, the respective legislapures
may epact their own laws on ancestral domain subject to the 
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provisions of the Constitution ar , the principles enunciated in this 
Act and other national laws. 

SEC. 10. Exemptions and Exclusions. - Lands actually, directly
and exclusively used and round to be necessary for parks, wildlife,
forest iesrves, reforestdtion, fish sanctuaries and breeding grounds,
watersheds and mangroves, national defense, school sites and 
campuses including experimental farm stations operated hy public or
privale schools for educational purposes, seeds and seedlings
research and pilot production centers, church sites ard con';en: 
fappurtenant thereto, mosque sites and Islamic centers appurterilzithereto, communal burial grounds and cemeteries, penal colonies
and penal farms actually worked by the inmates, government and
private research and quarantine centers and all lands with eighteen
percent (18%) slope and over, except those already developed shall be 
exenipt from the coverage of this Act. 

SEC. II. Commercial Farming. Commercial farms, which areprivate agricultural lands devoted t zomnmercial livestock, poultry
and swine raising, and aquaculture including saltbeds, fishponds
amid prawn ponds, fruit farms, orchards, vegetable and cut-flower
farms, and cacao, coffee and rubber plantations, shall be subiect to
immediate compulsory acquisition and distribution after t,,n (10)
years from the effectivity of this Act. In the case of new farms, tho tenyear period shall begin from the first year of commercial pomliction
and operation, as determined by I)AR. During the ten-year period, lhegovernment shall initiate the steps necessary to acquire these lauds, 
upon payment ofjust compensation for the land and the improvements 
thereon, preferably in favor or organized cooperatives or associations,which shall thereafter manage the said lands for the worker 
beneficiaries. 

If the DAR determines that the purposes for which this deferment is' 
granted no longer exist, such areas shall automatically be subject to 
redistribution. 

The provisions of Section 32 of this Act, with regard to production
and income-sharing, shall apply to commercial farms. 

CIf, 

IEOF'I'ENUlIALAND LABOR JtE[A'I'IONS 

SEC. 12. Determination o'Lense Rentals. - In order to protect andimprove thetenurinand economic status of the farmers in teansed 
lands under the retention limit and lands not yet acquired under thisAct, the DAR is mandated to determine and fix immediately the lease
rentals thereof in accordance with Section 34 of R.A. No. 3844 as
amended: Provided, That the DAR shall imiediately and 
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periodically review and adjust the rental structure for different crops,
including rice and of differentcorn, regions in toorder improveprogressively the conditions of the farmer, tenant or lessee. 

SEC. 13. Production Sharing Plan. - Any enterprise adopting thescheme provided for in Section 32 or operating under a production"enturn. le:s:, management contract or other similar arrangement
and an-. fario covered by Sections 8 and 11tn ex-. ilte hereof is hereby mandated.. ithin ninety (90) days from the effectivity of this Act, a 
pio!ucti,,,
srr.'g 

-Thari.vV plan under guidelines prescribed byI,, -ovnrannentagency. the 
?Joii, vrin 'hall be construed to sanction the diminution of anyh. ......,,-h : lnrin., bonuses, leaves and working conditions 

the enployee-beneficiaries
gay',r.n.s onmd voltntary practice f,' 

under existing laws, 
tfi the enterprise, nor shall ther';s-Ind its ernployee-benefriwares be prevented from entering 

.,$to :ay aturvaement with terms more favorable to the latter. 

CIAIER IV 
REGISTRATION 

1SC.legistration of Landowners. -I. Within one hundred eighty
01f'0O da;sfrom the effectivity of this Act, all persons, naturaljuridical, including government or

entities, that own or owtclaim toagricultural lands, whether in their names or in the name of others,except those who have already registired pursuant to Executive OrderNo. 2 29,-who shall be entitled to such incentives as may be provided forby P411C, shall file a sworn statement in the proper assessor's office
in thp form to be prescribed.by
information; 

the DAR, sLating the following 

(a) the description and area ofthe property;
(I') the average gross income from the property for at least three (3)

ears; 
(c) the names of all tenantsand farmworkers therein; 

(d) the crops planted inxthe property and the area covered by each' 

crop as of~lune1, 1987;
(e) the terms of mortgages, leases, and management contracts 
subsisting as ofJune 1,1987; and 

Cf) the latest declared market value of the land as determined bythe city or provincial assessor. 
SEC. 15. Registrationof Beneficiaries. - The DAR in coordinationwith the lBarangay Agrarian Reform Committee (BARC)

organized in 
as

this Act, shall register all agricultural lessees, tenantsand farmworkers who qualifiedare to be beneficiaries of the CARP. 

10
 

These potenitial beneficiaries with the assistance of the 13ARC and the 
DAH'shall provide the following data:

a) names and members of their immediate farm household;
b) owners or administrators of the lands they work on and thelength of lenurial relationship; 
c) location and area of the land they work; 
d) crops planted; and
e) their share, in the harvest or amount of rental paid or wages 

received. 
A copy of the registry or list of all potential CARP beneficiaries inthe barangay %hallbe posted in the harangay hall, school or otherpublic buildings in the barangay where it shall be open to inspection 

by the public at all reasondble hours. 

CIIAIYrER V 

IAND ACQUISMON 

SEC. 1I. Procedurefor Acquisition of Private Lands - For p'rposesof acquisition of private lands, the following procedures shall befollowed: 
(a) After having identified the land, the landowners anithe

beneficiaries, the DAR shall send its notice to acquire the land In theowners thereof, by personal delivery or registered mail, and post thesame in a conspicuous place in the municipal building and harangayhall of the place where the p'operty is located. noticeSaid shallcontain the offer of DAR to athe pay corresponding value inaccordance wi.h the valuation set forth in Section 17, 18, and other
pertinent provisions hereof. 

(b) Within thirty (30) days from the date of receipt of written
notice by personal delivery or registered mail, the landowner 
hisadministrator or representative shall inform the )AR of his
 
acceptance or rejection of the offer.
 

(c) If the landowner accepts the offer of the l)AR the IiI' shall pay 
the landowner the purchase price of the land within thirty (30) (lays
after he executes and delivers a deed of transferGovernment and in favor of ihesurrenders the Certificate of aridTitle other
munirnents of title. 

(d) In :ase of rejection or failure to reply, the DAR shall conduct summary administrative proceedings to determine the compensation
for the land by requiring the landowner, the LBP and other interested "
 parties to submit evidence as to the just compensation for the land,within fifteen (15) days from the receipt notice.of the After theexpiration of the above period, the matter is deemed submitted for 

http:prescribed.by
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decision. 'Tie I)AR shall decide the case within thirty (30) days after itis submitted for decision, 
(e) Upon receipt by tile lnndownsr of the corresponding payment 

or in case of rejection or no response fromdeposit the landowner, upon thewith an accessible bank designated by the )AR of tieeompensation in cash or in 1,13P bonds.in accordance with this Act, the)AV -hall tal'e immediate possession of the land and shall request111v pronor Register of Deeds to issue a Transfer Certificate of Title 
('1Tl)irilhe name of the Republic of the Philippines. The DAR shalltheir,'fter proceed with the redistribution of the land to the'qualifiedhen'.ficiaies(i) Any party who disagrees with the decision may bring thematter to tlh,.court of proper jurisdiction for final determination ofjust':onpensati on 

CHAPTER V71 

COMPENSATION 

I7. L)cerrnjntion of Just Compensation. - In dterminingt )I] f,.satiol. the cost of acquisition of the land, the current valueof lit, properties. its nature, actual use and income, the sworn
valtati,,n by the owner, d.he tat declarationst and the assessmentmadc. 1V government assessors shall be considered. The social and
economic benefits contribuEed by 
 the farmers and the farmworkersand by the Government to the.property as well as the non-pament oftaxes or loans secured from any goveinment financing institution on 
the sail land shall be considei-ed as additi-nal facto-s to determine its 
valuatipn.SEC. '18. Valuation and Mode of,Compensation. - The LBP shall 
compenpate the landowner in such amount as may be agreed upon by'he lanlowner and the DAR and LBP or as may be finally determined 
-,y the cnurt as the just compensation for the land.

The chmpensation shall be paid in one of the following modes, at theoption of the landowner: 
(1) Cash payment, under the followiag terzas and conditions:

(a Fr 
(a) Fir lands above Twenty-five percent (25%)fifty (50) hectares, cash, the balance to be

irjsofar as the excess paid in government finan-
hlpctarage is concerned* cial instruments nego-

tiable at any time. 
(b) Frjr lands above - Thirty percent (30%) cash,

t%'enty-four (24) the balance to be paid in 
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hectares and up to 
fifty (50) hectares 

government financial 
truments negotiable at 

ins

any time. 

(c) For lands twenty 
four (24) hectares and 
below 

Thirty-five percent (35%)
cash the balance to be 
paid in governmen|t financial 
instruments negotiable at any
time.
 

(2) hares of stock in government-owned or-controlled
 
corporations, LP pieferred shares, physical assets or other qualifiedinvestments in accordance with guidelines set by the PARC;

(3) Tax credits which can be used against any tax liability; 
(4) 1liP bonds, which shall have the following features:(a) Market interest rates aligned with 91-day treasury bill rates.Ten percent (10%) of the face value of the bonds shall matlure everyyear from the date of icsuance until the tenth ( 0th) year: l'rozvided,

'lhai shouild the landowner choose to forego the cash portion, whetherin full or in part, he, shall be paid correspondingly in II1' bonds:(b) Transferability and negotiability. Such I,1P bonds may beused 1)y Ole landowner, his successors in interest "- his assigns, up to
the amount of their face value, for any o e following:(i) Acquisition of land or other real i-operties of the govr'riInentincluding assets under the Asset Privatization Program aid otherassets foreclosed by government financial institutions in the sameprovince or.region where the lands for which the bonds vere paid are 
situated; 

(ii) Acquisition of shares of stock of government-ownedcontrolled corporations or shares of stock owned by the government 
or 
in 

private corporations;
(iii) Substitution for surety or bail bonds for the provisional releas|

of accused persons, or for performance bonds;
(iv) Security for loans with any government financial institution,

provided the proceeds of the loans shall be invested in an economic
enterprise, preferably in somall-anda medium-scale industry, in the same province or region as the land for which the bonds are paid;(v) Payment for various taxes and fees to government: Provided,That the use of these bonds for these purposes will be limited Ioacertain percentage of the outstanding balance of the financialinstruments: Provided, further, That the PARC shall determine the 
percentages mentioned above; 

(vi) Payment for tuition fees of the immediate family of the originalbondholder in government universities, colleges, trade schools, and
other institutions; 
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bondholer in government hospitals; and(vii) Payment for fees of tile immediate family of the gsameoriginal 
(viii) Such other uses as the PARC may from time to time allow.
In case of extraordinary inflation. the PARC shall take appropriate 

measures to protect the economy.
SEC. 1U. Tcetives for Voluntary Offers for Sale. - Landowners,nt,,:- th:mi haoc. and other financial institutions, who voluntarilyofl',

(St%
lhcir lands for sale shall be entitled to an additional five percent..ash j'ayan.,il.( 
(: r Land Transfer. 

lanr- ";E V.otol/itaryacquisitioti under this Act- may enter into a voluntary-,[i.'.') Land Transfer. Landowners of agricultural 
arran 'nivr! tr direct transfer of lands totheir qualifiedle'ieiciarier r',hiect tn the following guidelines: 


a) All notice' for voluntary land transfer must be 
 submitted to",P F)AR wthin the first year of tha implementatiot1 of the CARP.
.'ir'iations between the landowners qualifiedand beneficiariescovering any voluntary land transfer which remain unresolved afterone (1) year ;hall not be recognized and such land shall instead beacqoir,.d by the :overnment and transferred pursuant to this Act.(b I'he terms and conditions of such transfer shall not be lessfavorable In the transferee than those of the government's standingoffer to ip,rchase from the landowner and to resell to the beneficiaries,if such oflers have been made and are fully known to both parties,
(c) The voluntary agreement shall include sanctions for non-


compliance by either party and shall be
imrp duly recorded and itsmentation iponitored by the DAR. 

SI C. 21. Payment 
of Compensation by Beneficiaries under
Volispeary Land Trar.sfer. - Direct payment in cash or in kind may


be rnpade by the farmer-bdneficiary to the landowner under terms to be

mutqally agreed upon by both parties, which shall be binding uponthenq, upon registration with and approval by the DAR. Said approval-"'a]9 be considered given, unless notice of disapproval is received by 

e qrmer-beneficiary within 30 days from the date of registration.In fhe event they cannot agree on the price of land, the procedure for
comaulsory acquisition as provided in Section 16 shall apply. TheL13P shall extend financing to the beneficiaries for purposes of 
acquIring the land. 

CHAPTER V11 
LAND 1EDISTIREBUTION 

SFIP. 22. Qualified Beneficiaries. - The lands covered by the CARP 
shallbe distributed as much possible toas landless residents of the 

14 

barangay, or an the eabsence thereof, landless residentssame municipality in the following order of priority: 
of the 

(a) agricultural lessees and share tenants;
(b) regular farmworkers; 
(c) seasonal farmworkers; 
(d) other farmworkers; 
(e) actual tillers or occupants of public lands;
(f) collectives or cooperatives) col of the above beneficiaries; andti e orc o e ti e oft e s o eb ei ia es n 
(g) olhers directly working on the land.

Provided, however, 
 That the children of landowner% who arequalified under Section 6 of this Act shall he given preference in thedistribution of the land of their parents; And provided, further, thatactual tenant-tillers in the landholding shall not be ejected or 

removed therefrom. 
lieneficiaries under Presidential Decree No. 21 who have, culpahl.i

sohl, disposed of, or abandoned their land are disqualified to becomebeneficiaries under this Program.

A basic qualification of beneficiary
a shall be his willingness,aptitude, arid ability to cultivate and make the land as prodiclii-e aspos;ible. The DAR shall adopt a system of monitoring the record orperforniance of each beneficiary, so that any beneficiary guilty ofnegligence or misuse of the land or any support extended to hini shallforfeit his right to continue as such beneficiary. The l)AII ;hall

submit periodic reports on the performance of the beneficianies to the 
PARC. 

If, hiie to the'landowner's retention rights or to the nimber oftenants, lessees, or workers on the land, there is not enough land toaccommodate any or some of' hiem, they may be granted ownership ofother lands available for distribution under this Act, at the option of
the beneficiaries. 

Farmers already in place and those not accommodated in lhedistribution of privately-owned lands will be given preferentialrights in the distribution of lands from the public domain. 
SEC. 23. Distribution Limit. No qualified beneficiary- nay own
 

more than three (3) hectares of agricultural land.
SEC. 24. Award to Beneficiaries. 
 The rights and responsihilities
of the beneficiary shall commence from the time the I)AR makes an 
award of the land to him, which award shall he completed within onehundredpossessioneighty (180)of the land.days from the time the DAR takesOwnership actualof the beneficiary shall heevidenced by a Certificatecontain the restrictions andof

conditions
Land Ownership

provided 
Award, which shall 
for in this Act. andshall be recorded in the Register of Deeds concerned and annotated on 

the Certificate of Title. 
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SEC. 25. Award Ceilings for Beneficiaries. Beneficiaries shall be 
awarded an area not exceeding three (3) hectareg, which may cover acontiuous tract of land or several parcels of land cumulated up to theprescrihedl award limits, 

For purposes of this Act, a lnndless beneficiary is one who owns lessthati fhr 4 . (3) hectares or agricultural land. 

'lhc b ii'f.iciorits may opt 
 for collective ownership, such as co-own,. i:hip or farmers cooperative or some other form of collective

ort-,anizaiv Provided. That the total area that may be awarded shallnot e- 'ed the tolal number of co-owners or members of the cooperativeor r'cllettivw. organization multiplied by the award limit above
pir.scriherl, :y'cojpt in meritorious cases as determined by the PARC. 
Title to the property shall be issued in the name of the co-owners or thecJp, :ativ. 'ir collective organization as the case may be.

:i'e'. i26Povment by Beneficiaries. - Lands awarded pursuant to 
*hi .rt shll lit paid for by the beneficiarie's to the L13P iii thirty (30)
i1ml-u'i :nicrtizIt ions at six percent (6%) intezest per annum. The 
pnvium.ts fUr the first three (3) years after the award may be at reduced:,moimti[ as r'-tnblished by the PARC: Provided, That the first five (5)
annu.I Iiayments may not be more than five percent (5%) of the valueof th. winmtil gross production as established by the DAR. Should'the 
:;ho4dulr.md annual payments after the fifth year exceed ten percent(101%) of the annual gross production and the failure to produceaccordingly is not due to the beneficiary's fault, the LBP may reducethe interest rate or reduce the principal obligation to make -the 
repayment affordable. 

The LBP shall have a lien by way of mortgage on the land awarded 
to the beneficiary; and this mortgage may be foreclosed by the LBP fornon-payme:.t of an aggregate of three (3) annual amortizations. TheLBP shall advise the DAR of such proceedings and the latter shallsubsequently award forfeitedthe landholding to other qualifiedMeficiaries. A beneficiary whose land, as provided herein, has been
,oreelosed shall 
 thereafter be permanently disqualified frombecoming a beneficiary under this Act. 

SEC. 27. Transferabil.ty of Awarded Lands. - Lands acquired bybeneficiary under this Act may not be sold, transferred or conveyed
except through hereditary succession, or to the government or to the1BP.'or to other qualified beneficiaries for a period of ten (10) years:Provided, however, That the'children or the spouse of the transferor
shall'hnve n right to repurchase the land from the government or LBPwithin a period of two (2) years. Due notice of the availability of the
land shall be giveni by the LBP to the Barangay Agrarian Ileform 
Com 1pittee (BARC) of the barangay where the land is situated. TheProvincial Agrarian Reform Coordinating Committee (PARCCOM), 
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as herein provided, shall, in turn, be given.due notice thereof by the 
BARC. 

If the land has not yet been fully paid by the beneficiary, the rights tothe land may be transferred or conveyed, with prior approval of theDAR, to any heir of the beneficiary or to any other beneficiary who, as a condition for such transfer or conveyance, shall cultivate the landhimself. Failing compliance herewith, the land shall he traisferered 
to the IllP which shall give due notice of the availability of the land inthe manner specified in the immediately preceding paragraph.

In the event of-such transfer to the LBP, the latter shall compensatethe beneficiary in one lump sum for the amounts the latter has already
paid, together with the value of improvements he has made on the 
land.
 

SEC. 28. Standing Crops 
at the Time of Acquisition. - Thelandowner shall retain his share of any standing craps unharvested 
it the time the DAR shall take possession of the land under Sectiony

of this Act, and shall be given a reasonable time to harvest the same. 
16 

CIIAPTA VIII 

CORPORATE FARMS 

SEC. 29. Farms Owned or Operated by Corporations or (ItherBusiness Associations. - In the case of farms owned or operated bycorporations or other business associations, the following rules shall
 
be observed by the PARC:
 

In general, lands shall be distributed directly to the individual
 
worker-beneficiaries.
 

In case it is not economically feasible and sound to divide the land,
then it 
 shall be owned collectively by the worker-beneficiaries 

shall form a workers' cooperative or association which 

who
 
will deal withthe corporation or business association. Until a new agreement isentered into by and between the workes' cooperative or associationand the corporation or business association, any agreement existing

at the time this Act takes effect between the former and the previouslandowner shall be respected by both the workers' cooperative ornssociation and the corporation or business association.
SEC. 30. Ilomelots and Farmlots for Members of Cooperntives. - Theindividual members of the cooperatives or cr.rporations
mentioned in the preceeding section shall be provided with homelotsand small farmlots for their family use, to be taken frc:n the land
owned by the coopbrative or corporation. 
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CHLAPIER IX 

SUPPORTSERVICES 

•11EC. 35. Creation of Support Services Office. - There is hereby
cre-t-d Ili Office of Support Services under the DAR to be headed by an 
Under sf. ref-arv.Th- Ofitc, hall provide generel support and coordinative services 
in lh,- inwmh.nLation of the prograi;m, .rticulurly in carrying out theprovisiomo: of thr following to fi dservices farmer-beneficiaries and 
affecti.0 hndowners: 

1) trri,;ation facilities, especially aecond crop or dry season 
irr-f ion'll frcilities; 

Z. Infr:,structure development and public works projects in areas
'id -,:ttleientsthat come under agrarian reform, and for this 

puru. z-, the urep:rntion of the physical development plan of such
settlrm, 'ds providing suitable barangay sites, potable water and 
powei ri,,ources, irrigation systems and other facilities for a soundagricultr:;,l ulevlopment plan; 


3) (overnmnnt 
 subsidies for the use of irrigation facilities; 

41) Price support and guarantee for all agricultural produce; 

51 l-.xt,'rding; to small landowners, farmers 
 and farmers'

org~lnizn.tions the necessary credit, like concessibnal and collateral-
freq loans, for agro industrialization based on socia; collaterals likethe Fuarantee of farmers organization; 

6) Promoting, developing and extending financial assistance tosmll- and medium-scale industries in agrarian reform areas; 
71 Assigning sufficient numbers of agricultural extension 

workers to farmers' organization; 
8f Undertake research, development and dissemination of

infqri'mation on agrarian reform and, low-cost and ecologically 
ourd farm inputs and technologies to minimize reliance onexpensive and imported agricultural inputs;

9tsDeveiopment of cooperative management skills through
in-qpsve training; 

, ) Assistance in the identification of ready markets for
agricultural produce and trainiag in other various aspects of 
mareting; and 

11) Administration, operation, management and funding ofsupp)ort services programs and projects including pilot projects and 
moqels related to agrarian reform as developed by the DAR. 

SfC. 3(, -iding for Support Services. - In order to cover the expenses and cost of support services, at least twenty-five per~ent 
(25%) of all appropriations for agrarian reform shall be immediately
set pside and made available for this purpose. In addition, the DAR 

2D 

shall be authorized to package proposals and receive grants, aid andother forms of financial assistance from any source. 
,SEC. 37. Support Services to the Beneficiaries. -I ensure that support The PARC shallservices to farmer-beneficiaries are provided, 

" such as: 
(a) Land surveys and titling; 
(b) l~iberalized terms on credit facilities and production loans;I (c) Extension services by way of planting, cropping, production

I and post-harvestma-nagement technology transfer, as well as marketing and
'm ng assistanceasi a ce and support to cooperativesm et nd up ot o c o er iv s adfrend f m r 

organizaions; 
(d) Infrastructure such as access trails, mini-dams, public

utilities, marketing and storage facilities; and 
(e)" Research, production and use of organic fertilizers and other

local substances necessary to farming and cultivation. 
The I'ARC shall formulate policies to ensure that support services to

farmer-betieficiaries shall be provided at all stages of land reform. 
The Basong Kilusang labuhayan sa Kaunlaran (BRK) Secretariatshall be and to LBP,transferred attached the for its supervision,

including all its applicable and existing funds, personnel, properties,
equipment and records. 

Misuse or diversion of the financial and support services hereinprovided shall result in sanctions against the eneficiary ilty 

thereof, including the forfeiture of the land transferred to him orlesser sanctions as may be provided by he PARC, without prejudice to 
criminal prosecution.

SEC. 38. Support'Services to Landowners. - The PARC, thewith 
assistance of such other government agencies and instrumentalities 
as it may direct, shall provide landowners affected by the CAURP and 
prior agrarian reform programs with the following services: 

Ia) Ivestment iiformation financial and counselling 
assistance; 

(b) Facilities, programs and schemes for the conversion or
exchange of bonds issued for payment of the lands acquired with 
stocks and bonds issued b, !he National Government. the (Xtral

ank and other overnmei tu and instrumentalities;
(c) Marketando fr L3i bonds, as well as promoting the 

marketability of said inbonds traditiona! Pnd non-traditional 
financial markets and stock exchanges; and 

(d) Other services designed to utilize productively the proceeds of 
the sale of such lands for rural industrialization. 

A landowner 1. invests in rural-based industries shall be entitledto the incenti. l.,ianted to a registered enterprise engaged in a
pioneer or preferred area of investment as provided for ii the 
Omnibus Investmere Code of 1987, or to such other incentives as the 

21 



PARC, the LBP, or other government.financial, 
mayinstitutions 


provide.

The LBP shall redeem a landowner's LBP bonds at face value,
providrd fhat the proceeds thereof shall be invested in a IlOl-registered

corenany or in any ari-business or agro-industrial enterprise in theref:ion v here the landowner has previously made investments, to the 

-:,lew;,-' thnf.. pnrr-.nt (30%) 
 of the face value of said LBP bonds,silj, 'tuii . ilnlines th-it shall be issued by the LBP. 


a' i L.'::d .onsoidat on. 
 - The DAR shall carry out land 

coims~iit,:'toii projects to promote equal distribution 
of landholdings,ft1 po.:idil. t 1w riued' d infrnstructures in airicultural, and to conserve 
7;oil fertility and prevent erosion. 

CHAPTER X 

SPECIALAREASOFCONCERN 

SEC. 40. Special Areas of ',oncern. - As an integral part of theCompirehe-ri,;ive Agr; -ian Reform Program, the following pri iciplesin these special areas of concern shall be observed: 
(t) Subsistence 

,

Fishing - Small fisherfolk, including seaweedfart i:'rs, shall be assured of greater access to the utilization of water re s ,, rce-3; 
(2) Logging and Mining Concessions - Subject to the requirement

of a balanced ecology and conservation of water resources, suitable 
areas, as determined by the Department of Environment and Natural 
Resources (DENR), in logging, mining and pasture areas, must beopened up fr, agrarian settlements whose beneficiaries will he 
required to undertake reforestation and conservation productionmethods. Subject to existing laws, rules and regulations, settlers and 
members of tribal communities must be allowed to enjoy and exploithe products of the forest other than timber within the loggingconcessions. 

(3) Sparsely Occupied Public Atricultural Lands. - Sparsely j
occupied agricultural lands of the public domain will be surveyed, .proclaimed and developed as farm settlements for qualified landlesspeople based on an organized program to ensure their orderly and
early development. .. 

Agricultural land allocations will be made for ideal family-sizedfarms as determined by tl~e PARC. Pioneers and other settlerr will be
trem.ted equally in every respect.

Subject to the prior rights of qualified beneficiaries, uncultivated
lands of the public domain shall be made availableand 
interested and qualified, parties. Parties who will engage, in the 

22 

dev elopmet of capital-intensive, traditional or pioneering crops will 
be given priority. 

The lease period, which shall not be more than a total of fifty (50)years, shall be proportionate to the amount of investment andproduction goals of the lessee. A system of evaluation and audit will
be instituted. 

(4) Idle, abandoned, foreclosed and sequestered lands. - Idle, 

J 
aandoned, foreclosed and sequestered lands shall be planned for 
distribution as home lots and family-sized farmlots to actualoccunints. If land area permits, other landless families will be
accommodated in these lands! 

(5) Rural Women - All qualified women members (if theagricultural labor force must be guaranteed and assured equal rightsto ownership of the land, equal shares of the farm's produce, and. 
representation in advisory(6) Veterans or appropriate decision-making bodies.and Retirees, - In accordance with Section 1 of 
Article XVI of the Constitution, landless war veterans and veterans ofmilitary campaigns, their surviving spopuses and orphans, retirees ofthe Armed Forces of the Philippines (AF.) and the Integrated
National Police (INP), returnees, surrenderees, and similarbeneficiaries shall be given due consideration in the disposition of
agricultural lands of the public domain.

(7) Agriculture Graduates - Graduates of agricultural schools
who are landless shall be assisted by the government, through theDAR, in their desire to own and till agricultural lands. 

CIIAPTEI XI 

PROGRAM IMPLEMENTATION 

SEC. 41. The Presidential Agrarian Reform Council. - ThePresidential Agrarian Reform Ccuncil (PARC) shall be composed ofthe President of the Philippines as Chairman, the Secretary of 
Agrarian Reform as Vice-Chairman and the following as members:Secretamies of the I)epartments of Agriculture; Environment andNatural Resources; Budget and Management; Local Government;
Public Works and Ilighwnys; Trade and Industry; Finance; Laborand Employment; Director-teneral of the National Economic andDevelopment Authority; President, Land of theBank Phil:iupines;
Administrator, National Irrigation Administration; and three (3)representatives cf affected landowners to represent Luzon, Visny sMindanao, six (6) representativ of agrarian reform 
beneficiaries, two (2) each from Luzon, Visayas and Mindanao,
provided that one of them shall be from the cultural communities. 

23 
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SEC. 42. Executive Committee. - There shall be an ExecutiveCommittee (iXCOM) of the PARC composed of the Secretary of the
DAR as Chairman, and such other members as the President may
designate, taking into account Article XIII. Section 5 of theConstitution. Unless otherwise directed by the PARC, the EXCOM maymeet and d-ecide on any and all matters in between meetings of the
PARC: Provided, however, That its decisions must be reported to.the
PARC immediately and not later than the next meeting.

SE'C. 13. Secretariat - A PARC Secretariat is hereby established toprovide genvial support and coordinative services such as inter-
a, ncy linl:.i;,,s; program and project appraisal and evaluation andgeneral operations monitoring for the PARC. 

Th(. Sereinriat shall be hepded.by the Secretary of Agrarian
Reiorm who ;hall he assisted by an Undersecretary and supported by aI iff'-hosi! composition shall be determined by the PARC Executive 
(onumitte,. nd whose compensation shall be chargeable against theAgr::ri-n Rforin Ftind. All officers and employees of the SecreLariat
shlil hr appointed by the Secretary of Agrarian Refori,. 'W 

SEC I Pronincial Agrarian Reform Coordinating Committee(PARCCOM). - ProvincialA Agrarian Reform CoordinatingComnmitt.e (PARCCOM) is hereby.created it. each province, composed
of a Chairman, who sh=!l be appointed by the President upon therecommendation of the EXCOM, the Provincial Agrarian Reform
Omcer as Executive Officer, and one representative each from the 
Departments of Agriculture, and of Environment and NaturalResources and from the LBP; one representative each from existing
fartners organizations, agricultural cooperatives and non-
governmental organizations in the province; two representatives 
from landowners, at least
representing the principal one of whom shall be a produrrepresentz, crop of the province, and twoives from farmer and farmworker beneficiaries, at least me of whom shall be a farmer or farmworker representing thepinc o of hllep aroe andtwor represens f me
principalcrop of the province, and two representatives from farmer
and farmworker beneficiaries, at least one of whom shall be a farmer 
or farmnworker representing the principal crop of the province, as
members. Provided, that in areas- where there are cultural 
communities, the latter shall likewise have one representative.
The PARCCOM shall coordinate and monitor the implementation
of the CARP in the province. It r'.all provide information on theprovisions of the CARP, guidelines issued by the PARC and on the 
progress of the CARP in the province.

SBC. 45. Province-by-Province implementation. - The PARC shall 
provide the guidelires for a provin'ce-by-province implementation of
the CARP. The ten-year progr,m of distribution of public and private
lands in each province shall be adjusted from year to year by the 
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province's PARCCOM in accordance with the level of operationspreviously established by the PARC, in every case ensuring that 
support services are available or have been programmed before actual 
distribution iseffected. 

SEC. 16. Baraligay Agrariar Reform Committee (LJARC). - Unless
otherwise provided in this Act, the provisions of Executive Order No.
229 regarding the organization of the Barangay Agrarian Reform 
Committee (1BARC) shall be in effect.SEC.47. Fun~ctions of the BARC. - In additint hs rvddi
ion to those provided inExecutive Order No. 229, the BARC shall have the following
functions: 

(a) Mediate and conciliate between parties involved in an
agrarian dispute including matters related to tenurial and financial 
arrangements; 

(b) Assist in the identification of qualified beneficiaries an;d
landowners within the barangay; 

c 
 Attest to the accuracy of the initial parcellary 
apping of thebenieficiai-y's tillage;

(d) Assist qunlified beneficiaries in obtaining credit fromlending institutions; 
(e) Assist in the initial determination of the value of the ind;
(f) Assist the DAR representative in the preparation of periodic

reports on the CARP implementation for submissior of the )Alt;
g Coordiate the delivery of support services to beneficiaries. 

and 
(h) Perform such other functions as may be assigned by the DAR.
(2) The BARC shall endeavor to mediate, conciliate and settle 

agrarian disputes lodged before it within thirty (30) days from its 
taking cognizance thereof. If after the lapse of the thirty day period, itI is unable to settle the dispute, it.shall issue a certification of its 

proceedings and shall furnish a copy thereof upon the parties withinseven (7) lays after the expiration of the thirty day period.SEC. 48. Legal Assistance. - Themay, whenever BARC or any member thereofnecessary in exercisethe of any of its functions 
hereunder, seek the legal assistance of the DAR and the provincial, 
city, or municipal government. 

SEC. 49. Rules and Regulations. - The PARC and the DAR shallhave the power to issue rules and regulations, whether substantive or
procedural, to carry out the objects and purposes of this Act. Saidsh al t c t te o10ets ad purpon i t.( ainrules 
shall take effect ten (10) days after publication in two (2) nationalnewspapers of general circulation. 
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ADMIIS'.FRATIVE ADJUDICA!ON 

SEC. 50. Quasi-JudicialPowers of the DAR. - The DAJ{ is hereby
vnri-d wvith primary jurisdiction to anddetermine adjudicate
•!"rarian reform matters and shall have exclusive originaljiri-diction over mattersall involving the implementation of
agr;ri.li reform, except those falling under the exclusivejuri-diction of the Department of Agriculture (DA) and the 
Departnvmt of Environment and Natural ResourcesIt shall (DENR).not be bound by technical rules-of procedure and evidence
hut shall proceed to hear and decide all cases, disputes orcontroversies in a most expeditious manner, employing allreasonable means to ascertain the facts of every case in accordance
with justice and equity and the merits of the ase. Toward this end, it-ha!! adopt a uniform rule or procedure to achieveadot aensifodetrminrule a just, expeditiousof ceurerto acieve a jcepediteous
and inexpensive determination of every action or proceeding before 
it. 

It shall have the power to summon witnesses, administer oaths, taketestimony, require subm'ission of reports, compel the production ofbooks and documents and answers to interrogatories and issuesubpoena, and subpoena duces tecum and to enforce its writs through

sheriffs dr other duly deputized officers. It 
 shall likewise have the power to punish direct and indirect contempts in the same.manner 
nd subject to thefarmersame penaltiesleaders as providedbe inthe Rules of Court.Responsible 
 shall allowed to represent


themselves, theire 
 fero lermers,- or their Organizations in anyproceedings before the DAR: Provided, however,that when there are
two or more representatives for, any individual 
or group, the

representatives should choose.aonly 
one among themselves to
represent such party or group before any DAR proceedings. t 

Notwithstanding an appeal to the Coirt of Appeals, the decision ofthe DAR shall be immediately executQry.te 5R. Fi lbeityi eately in tio .,- nSEC. 51. Finality of Determination. - se ytheAny case or conmtroversy 
before it shall be decided within thirty (30) days after it is submittedfor resolution. Only one (1)motion for reconsideration shall be 
allowed. Any order, ruling or dbcision shall be final after the lapse offifteen (15) days from receipt of a-copy thereof. 

SEC. 52. Frivolous Appeals. To discourage frivolous or dilatoryappeals from the decisions or.orders on the local or provincial levels,the D)AR may impose reasonable penalties, including but not limited 
to fines or censures upon erring parties.SEC. 53. Certification of BARC. - The DAR shall nq.t takecognizance of any agrarian dispute or controvery uqless a 
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certification from the BARC that the dispute has been submitted to itmediation and conciliation without any success of settlement is 
presented, Provided, however, that if no certification is issued by theBARC within thirty (30) days after a matter or issue is submitted to it
for mediation or conciliation the case or dispute may be brought before 
PARC.
 

JVWICAL REVIEW 
SEC. 54. Certiorari. - Any decision, order, award ruling of theor

DAR, onl any agrarian dispute or on any matter pertaining to theapplication, implementation, enforcement, or interpretation of this
Act and other pertinent laws on agrarian reform may be brought to theAtadohrpitnn 
aso gainrfr ~ ebogt[ hCourt of Appeals by certiorari except as otherwise provided in this Actwithin fifte~en (15) (lays from receipt of a copy thereof. 

ITh -- i g ff c oft e D R s al b ffi a an co c ui e 
based en mubstantiol evidence. 

SEC. 55. No Restraining Order Or PreliminaryInjunction. - Nocourt in the Philippines shall have jurisdiction to issue any
restraining order or writ of preliminary injunction against PARC orany of its duly authorized or designated agencies in any case,'disputeor controversy arising from,application, implementation, necessary to, or in connection with theenforcement, or interpretation of this
Act and other pertinent laws oi; agrarian reform.

SEC. 56. Special Agrarian Court. - The Supreme Court shalldesignate at least one (1) branch of the Regional Trial Court (RTC)
within each province to act as a Special Agrarian Court.

The Supreme Court may designate more branches to constitute such 

additional Special Agra'rian Courts as may be necessary to cope withthe number of agrarian cases in each province. In the (lesignation,Supreme Court shall give preference to the Regional Trial Courtswhich have been assigned to handle agrarian cases or whose 
p e i i gj d epresiding judges e e f r e u g s o hwere former judges of the defuncte u c Courtr of Agrarianro f A r a 

Relations. 
The Regional Trial Court (RTC) judges assigned to said courtsshall exercise said special jurisdiction i.njurisdiction of their respective courts. 'additioi to the regular.
 
The Special Agrarian. Courts shall have the powrs andprerogatives inlrent in or belonging to the Regional Trial Courts. 

SEC. 57. Special Jurisdiction.- The Special Agrarian Courts shallhave orl',,inal and exclusive jurisdiction over all petit'ons for the 
27 
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delermination of just compensation to landowners and the 
prosecution of all criminal offenses The ofunder this Act. Rules
Court shall apply to all proceedinlks before the Special Agrarian 
Cours, unless modified by this Act.The Special Agrarian Courts shall decide all appropriate cases 
under their special jurisdiction within thirty (30) days from 
submission of the case for decision. 

SEC. 58. Appointment of Commissioners. - The Special Agrariant
Courts, upon th,ir own initiative or at the instance of any of the 
parti:.s, may appoint one or more commissioners to examine,
investigate and ascertain facts relevant t9 the-dispute, including the
valuation of properties, and to file a written report thereof with the 
court

SE. 59. Orders of the Special Agrarian Courts. - No order of the 
Special Agrarian Courts on any issue, question, matter or incident 
raised before them shall be elevated to the Lppellate courts until the
hearing shall have been terminated and the.case decided on the 
merits. 

SEC. 60. Appeals. - An appeal may be taken from the decision of the 
Special Agrarian Courts by filing a petition for review with the Court 
of ,kppeals within fifteen (15) days from receipt of notice of thedecision; otherwise, the decision shall become final. 

An appeal from the decision of the Court of Appeals, or from any
ordr, ruling or decision of DAR, as -the case may be, shall be by a 
petition for review with the Supreme Court within a non-extendible 
period of fifteen (15) days from receiptof a copy of said decision, 

SVC. 61. Procedureon Review.. Review by the Court of Appeals orthe 1upreme Court, as the case may be, shall be governed by. the Rules 
of Qourt. The Court oAppeals, however, may require the parties to file 
simultaneous memoranda within a 'period of fifteen (15) days from 
aotlce, after which the case is deemed submitted for decision. 


Si C. 62. Preferential Attention in Courts. - All 
 courts in the
Philippines, both trial and appellate, are hereby enjoined to give
preferential uttention to all cases arising from ,r in connection withthe implementation of the provisions of this Act. 

All cases pending in court arising from or in connectio, with theimplementation of this Act'-shall eontinue to be heard, tried and 
decided into their. finality, notwithstanding the expiration of the ten-
year period mentioned in Section 5 hereof. 
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CHAPTERxiv 

FINANCING 

SEC. 63. Funding Source. I The initial amount needed to 
implement this Act for the period of ten (10) years upon approval
hereof shall be funded from the Agrarian Reform fund created under 
Sections 20 and 21 of Executive Order No. 229. 

Additional amounts are hereby authorized to be appropriated as and 
when needed to augment the Agrarian Reform Fund in order to fully
implement the provisions of this Act. 

Source of funding or appropriations shall include the following: 
a) 3 ruceedz of the sales of the Assets Privatization Trust;b) All receipts from assets recovered and from sales of ill-gotten

wealth recovered through the Presidential Commission on Good 
Government; 

c) Proceeds of the disposition of the propertiegof the Government 
in foreign countries; 

d) Portion of 
sources of official 

from all countries,
production credits, 
required by this Act.

e) Other gove 

amounts accruing to the Philippines from all 
foreign aid grants and concessional ,,ncing 

to be used for the specific purposes of financinginfrastructures,, and other support services 

ment funds not otherwise appropriated. 
All funds appropriated, to implement the provisions of this Act shall 

be considered continuing appropriations during the period of its 
implementation.

SEC. 64. FinancialIntermediary for the CARP. - The Land Bank 
of the Philippines shall be the financial intermediary for the CARP,
and shall insure that the social justice'objectives of the CARP shall 
enjoy a preference among its priorities. 

CI YRXV 
I 

GENERAL PROVISION4S 

SEC. 65. Conversion of Lands. After the lapse of five (5) years
from its award, when the land ceases to be economically feasible and
sound for agricultural purposes, or the locality hasbecome ubanized 
and the land will have a greater economic value for residential,
commercial or industrial purnoses, the DAR, upon application of thebeneficiary or the landowner, with due notice to the affected parties,
and subject to existing laws, may authorize the reclassification or' 
conversion of the land and its disposition: Provided, That the 
beneficiary shall have fully paid his obligation. 
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SEC. 66. Exemptions from Taxes and Fees of Land Transle,'s.-
Transactions under this Act involving a'transfer of ownership,
whether from natural or juridical persons, shall be exempted from 
taxes arising from capital gains. These transactions shall also beexempted from the payment of registration fees, and all other taxes
and fee; for the conveyance or transfer thereof: Provided, That all
arreara,'es in real property taxes, without penalty or interest, shall be 
der,,"l.ibie frorm the cnpensation to which the owner may be entitled.

SEC. 57. F"rer legistrationof Patents and Title's. - All Register of
l)er.ds re hereby directed to register, free from ayments of all fees 
and other charges, patents, titlesand documents required for the 
imnplrmentation of the CARP. 

SE(.. 68. Immunity of Government Agencies from UndueInterference. - No injunction, restraining order, prohibition or 
mandamus shall he issued by the lower courts against the Department
of Agrarian Reform (DAR), Department of Agriculture - (DA), the
Department of Environment and Natural ]esources (DENR), and th-e 
)ei- rtnont of Justice (DOJ) in their implementation Qf the program.SEC 69. Assistanzce of Other Government Entities. - The PARC, in

the .xercise of its functions, is hereby authorized to call upon the 
nsitance and support of other government agencies, bureaus andofficer!,, including government-owned or -controlled corporations.

SEC 70. Disposition of Private Agricultural Lnds. - The sale or 
disposition of agricultural, lands retained by a landowner as a 
consequence of Section hereof shall be valid as long as'the total
landholdings that shall be owned by. the transferee thereof inclusive 
of the land to be acquired shall not exceed the landholding ceilingsprovided for in this Act. 

Any sale or disposition of agricultural lands after the effectivity of
this Act found to be contrary to the provisions hereof shall be null and 
void. 

Transferees of agricultural lands shall furnish the appropriate
Register of Deeds and the BARe an. affidavit attesting that his totallandholdings as result of the saida acquisition do *,lotexceed the
landholding ceiling. The Register shallof Deeds not register the
transfer of any agricultura. land without the submission of this 
swbrn statement together with proof of service of a copy thereof to the 
BACC. -
C.71. Bank Mortgages. - Banks and other financial institutions 
all!wed by law to hold. mortgage- rights or security interests inagrieultural lands to secure loans and other obligations of borrowers, 
ma4' acquire title to these mortgaged properties, regardless of area, 
suk .ject to existing laws-on coripulsory transfer of foreclosed assetsan acquisition as prescribld under Section 16 of this Act. . 

.:"therefor 

- SEC. 72. Leases, Management, Grower or Service Contracts,
Mortgages and other Claims. - Lands covered by this Act under lease,
management, grower service andor contracts, the like shall be 
disposed of as follows: 

(a) Lease, management, grower or service contractt covering
private lands may continue under their original terms and
conditions until the expiration of the same even if such land has, inJ the meantim'e, been transferred to qualified beneficiaries;

(h) Mortagages and other claims registered with the Register of
Deeds will he assumed by the government up to an amount equivalent
to the landowner's compensation value as provided in this Act. 

SEC. 73. Prohibited Acts and Omissions. - The following
prohibited: are 

(a) The ownership'or possession, for the purpose of circumventing
the provisions of this Act, of agricultural lands in excess of the total 
retention limits or award ceilings by any person, natural or
juridical, except those under collective ownership by farmer
beneficiaries; 

(b) The forcible entry or illegal detainer by persons who are not
qualified beneficiaries under this Act to avail themselves of tile rights
and benefits of the Agrarian Reform Program;

(c) The conversibn by anry non-agricultural use with intent to
avoid the application of this Act to his landholdings and to dispossess
his tenant farmers of the land tilled by them;

(d) The 


willful prevention or obstruction by any person,
association or entity of the implementation of the CARP. 

(e) 'The sale, transfer, conveyance or change of the nature oflands outside of urban centers and city limits either in whole or in 
part after the effecti-.'itv of this Act.The date of the registration of the
deed of conveyance intile Register of Deeds with respect to titled lands
 

iandthe date of the issuance of the tax declaration to the transferee of
the property with respect to unregistered lands, as the case may be,
shall be conclusive for the purpose of this Act. 

(f) Tlhe sale, transfer or conveyance by a heneficiary of the right
to use or any other usufructuary right over the land he acqtiir.d by
virtue of being a beneficiary, in order to circumvent the provisions of 
this Act. 

SEC. -I Penalties. - Any person who knowingly or willfullyviolates the provisions of tVis Act shall be punished by imprisonment 
of not less than one (1) month to not more than three (3) years or a fineof not less than one thousand pesos (11,000.00) and not more than
fifteen thousand pesos (PI5,000.00), or both, at the discretion of the 
court. 
Ifthe offender is a corporation or association, the officer responsible 

shall be criminally liable. 
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SEC. 75. Siippletory Application of Existing Legislation. Theprovisions of Republic Act Number 3844 as amended, Presidential
Decree Numbers 27 and 266 as amended, Executive Order Numbers228 and 229, both Series of 1987; and oth.r laws not inconsistent withthis Act shall have suppletory effect.SEC. 76. Repealing Clause. - Section 35 of Republic Act Number:1844. Presidential Decree Number 31Q, the last two paragraphs ofSrcti..n 12 of Presidential Decree Number 946, Presidential Decree
Number 1038, ;md all other laws, decrees, executive orders, rules andregulations, issitances or parts thereof inccnsistent with this Act are 

hereby repealed or amended accordingly.SEC . 77. Separability Clause. - If, for any reason, any section or 
provision of this Act is declared null and void, noprovision, or part thereof shall be affected and the same shall remain

other section, 

infull force and effect. 
SEC. 713. Effectivity Clause. This Act shall take effectimmediately after publication in at least two (2) national newspapersof general circulation.
APPROVED, June 10, 1988."" 

(SGD.) CORAZON C. AQUIOPresident of the Philippines 

S
 
SOON OFT TIlE PRESS!

Volume 111, 1988 Edition, of the Commentaries and Juris

pVolumence the Commercialoii Laws of the Philippines
(on the Corporation Code, Banking Laws and Related 
Special by Aguedo F. Agbayanj 

TO FOLLOWED IIY: 

Commercial Law Reviewer, 1988 Edition by Aguedo F.
Agbayani 

Other boocs lqj Aqtedo F. Agbayani:
D8Cmmentari.rs and Jurisprudence on the Commercial Laws

of the Philippines: 

Volume I (Negotiable Instruments), 1987 EditionVolume II (Insurance), 1986 Edition

Volume IV (Transportation), 1987 Edition
 

llandbooks (for Commerce Students) on: 

Negotiable Instruments
 
Partnerships & Private Corporations

Insurance (under revision)
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ANNEX G

Gray Amendment Certification 



CERTIFICATION PURSUANT TO UTILIZATION OF GRAY AMENDMENT ORGANIZATION
 

I, 1ALCOLM BUTLER, Director of the Agency for International Development in the
Philippines, having taken into account the potential 
involvement of small
and/or economically and socially disadvantaged enterprises, do hereby certify
that in my judgment the technical assistance required under this program canbest be procured through open competition. However, all 
other things being
equal, preference will be given to firms which submit joint proposals with
Gray Amendment-satisfving firms. 
 Furthermore, for the scheduled external
evaluation, joint efforts involving both local 
expertise and Gray
Amendment-satisfying organizations are anticipated. 
My judgment is based on
the recommendations of the Program and Mission Review Committees.
 

MALCOLM BUTLER 

Director, USAID/Philippines 

FEB 01 1S3 

Date
 



ANNEX H
 
Executive Summary to the
 
Social Soundness Analysis
 



EXIEC-MIVE SUURY 

!. The Philippines is a country faced with
massive poverty. About 35 percent and 26 
problems of
percent of
the rural and urban families, respectively, live
the below
poverty 
 level, majority of
agricultural sector. 

these are in the
This is mainly due to inequitable
access 
 to productive 
resources

distribution and inegui4table
of the fruits of production There are
about 5 million agricultural workers, of which maiority
were landless. 
 They depend on 
 agriculture
livelihood :or
but the r access to land, is 
 only through
seasonal employment.
 

2. CARP is esimated to cover 10. 3 mi"'ion hectaresland. Of these, 81.7 percent will be covered by 
of 

transfer landand 18.3 percent wil! be under theprogram. Phase I ISFwhich is supposed to be done
the first during
four years (988-199!) 
covers about 1.454
million hectares. 
Phase II
first four 

also to be done within theyears comprises the bulk 
 (73.O ) of all
lands covered by CARP. 
These are mostly public A and Dlands currently under leased to private entities. 
 Theprivate lands in encess of the 50-hectare first cut-off
size is estimated to be only about 470,500 hectares.
 
3. Based 
 on PARC estimates, about 
 41 percent of the
estimated 3.9 million F5s will have full access to
control and
of 


first 
the lands they are working on within the
Lour years of CARP implementazion.


about 60 percent are covered under Phase 
Of these,
 

program. iI of the
Most of these are within the Public A and
lands that will be distributed. 
D
 

4. in general, there are 
four major tenure types:
owner-cultivator; (a) the(b) leaseholder; 
 (c) share-tenant;
and, (d) fa-ruworker. As a result of PD 
27, a new
tenure sub-class, amortizing owner, is createdand corn areas. in riceMore and more farmers seek work in oneor two farw and a mixe6-tenure typeMixed-temure is emerging.seems to 
be the general direction of
tenurial trameformation. 

5. The landless farm workers are the 
 most disadvantaged
among those tenure zypes. They are in the lowest rung
of the rural social ladder. They are employed on
 

A 



seasonal 
 basiS, and 
 tney receive 
 low wages
( ! 30.00/day). During off-seasons, they survive
borrowing cash or by
in hind from the landowner.
 

6. The production 
 and sharing arrangements between 
 the
landowner and his tenants is generally in favor of
landowner. The tenant gets very low 
the
 

share of the
produce (30-500). le provides at least 
 the labor
inputs while the 
 landowner provides the 
 capital
reouirements of production.
 

7. The landowner plays 
a significant role in
partnership. Although at 
this
 

times the tenant is
oppressed, the 
 landowner is almost
provide him and his 
always there to
family with 
 their needs,
particularly fiinancial assistance. He is the b:ggest
source o 
 credit uy the tenants/farmworkers.
 

E. The landowner is most powerful in the 
 commun..ty.
mostly controls He
the land and other resources in his
community, through 
which he acquires economic
polizicjl and
power to control the people, 
particular!y,
his tenants and farmworkers. 
His spar. of control over
his "people" is 
so great that in 
 many cases, the
people's 
freedom to decide for themselves, especially
their right to vote, is compromised.
 

9. Statistics 
on landownership 
are not validated
estimates show that about l0 
but
 

of the landowners in the
country own 
90% of the land. Farmholdings 
 are.generally small. 
 About 85* of all farms are below 
6.0hectares in size but farms 5.0 hectares and above cover
about 48% of total agricultural lands.
 
10. The 1980 Census of Agriculture show that 9.7 million
hectares 
of land were devoted to various agricultural
uses. Paley, 
corn, coconut and 
 sugarcane 
were the
major crops raised, accounting for 
91.2% of total
agricultural lands. 

11. CAMD is a reform strategy that seeks to solve thecenturies 
old problems of inequitable access land
to
and 
 other productive resources and democratize wealth
in the country. 
It aims to create progressi.,e agrarian
communities and speed up inidustrialization and economic
development. 
 CAJL is not aless perfect document, it 'than what farmers e;:pected but it is 
 crafted ;rn 
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such a way that no grout, is tot&a12.Ge 
toe limtaons of - a-ienated. Given
Ue law, steps can already be 
 ta:en
to improve the present 
situation.
 

12. With the 
 implementation

relationshp of CARP the patron-client
that developed between the
the tenant/farmworker will be severed. 

landlord and
 
be left The tenant will
 
is not 

on his own to manage the farm, and the landlo-d
likely to e::tend him any 
 more support.
government should be able to take the place The

extend
hd
the servies 
that used to be provided by the L0 to
attain 
the goals of land reform. Failure 
 to provide
the necessary suppo-t services could cause FBs to
or sell
mortgage their acauired land and revert to the 
 old
tenancy structure or be totally displaced.
 

13. The severance of close ties between a benevolent LOthe farmer and
tenant could 
 cause Polarization
these between
two grouDs and 
even lead to 
 animcsity 
cf LO
towards the FB.
 
14. 
 While CARP is considered comprehensive in scope in that
it covers all lands and seeks to 
 benef.it
tenants all the
and farMworkers, 
 different
beneficia-ries groups ofare entitled to differenzbenefits at different periods of time. 

hinds of 
regular Tenants and
farmworkers 
are entitled towhile land ownership,
other farmworkers are only entitled to
wages. improved
Tenants and fariworkers on lands greater
50 than
hectares could get their benefits within
fou- years, the nextwhile others will have to wait for at least6-10 years. This discrepancy in benefits couldfurther create
social stratification 

discrimination and a feeling cf
among those who stand to benefit less.
 

15. 
 The inequitable distribution of access to resources was
the root cause of insurgency. Governaent'sthe failure inpast to improve the agrarian situation led
to seek support elsewhere. people

The continuingworsening socioeconomic andcondition is being exploited bythe insurgeimts to gain people's support.
 

16. 
People continue to press for changethe probleitic agrarian situation. 
and improvement in 

done with-the This could only 'betransfo-ti ofWithout the agrarian structure.CARP, people will pursue theirto take own initiativesover "abandoned" lands by force. :f this goes
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on, it w"2 be much more diffinu
to~.... - for,o.e~ithe
th heu.tgovernment' corres. the 
suazaon and restore 
iaw and order.
 
'. Agrarian reform is 
a program appropriate 
 to address
specific sciOpoitical problems at a given point, int'.me, and the present sociocultural 
 and political
situation 
 in the country calls for a CARP. 
 CARP is asocially sound program to pursue.
 

However, it is 
a difficult program to 
 implement.
A number of critical areas have to be 
 given serious
consideration in the implementation for the program 
 "o

succeed.
 

a. Attention should be given to the timely de!ivery
of appronriate 
 support services to 
the .F~s for
them to be able to make productive use of the land
and realize 
the gains of land 
 ownership. 
 Tf
extension services and credit assistance will 
not
be provided, they 
will again be forced to
sell/mortgage their lands to raise cash for 
 their
immediate basic needs or at 
least fail to paytheir land 
amortizations 
and other financial
 
obligation. 

b. .andowner's 
 welfare should be 
 given eoual
importance. 
 They are still the powerful sectors
of society 
and their dissatisfaction 
 could
adversely affect not 
 only CARP 
 but otherdevelopment programs as well. Assistance in terms
of identifjication 
 of viable investment
opportunities 
and timely cmpensation should 
be
 
extended to them.
 

c. Strong 
linkages and close coordination should
forged between all the 
be
 

government agencies
involved 
 in CAILT implementation. 
As a central
program of government, these agencies 
should be
aligned to support CARP. 
Otherwise, DAR will
get the necessary not
assistance 
of DA (support
services), 
DERR (surveys), LE 
(assistance


LOS), to
that are critical to the success 
of CARD .While complementation and linkages are established
at the national level, it still has 
 to be
strengthened 
at the local level.
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d. National policies should not run 
counter 
to the
needs of 
 CARP. Agricultural!

should credit policies
tahe into account the needs of the FBs
be given special consideration. to
 

Most of these FBs
do 
 not have forma! credit records and therefore,
would not gualify for bank loans. 
 if left to the
mercy of 
 informal moneylenders, 
the gains of
landownership 
may not accrue 
to them but 
may be
siphoned-off 
by the moneylenders. 
 Given the
present 

into 

DA policy that government should
direct lending, FBs will not have access 
not go
 

their to
much need credit assistance. The 
current
guarantee scheme is not accessible to them, if not
discriminating against them.
 
e. 1t 
 is felt that 
 the involvement 
 of local
government 
 nfficials 
 is practical 
 to the
implemenvatio. 
 of CARP at the 
 local
However, given the 

level.
 
existing landownership 
and
Political structure in the community, it is quite
dangerous to give authority to the local officials
as 
far as CARP programming is concerned, but
should be informed of the progress of the 

they
 
program
and participate in planning.
 

f. The relationship 
between GO and NGOs has
improved to be
and strengthened. 
 Some NGOs have
capabilities to assist DAR in CARP implementation.
In places where such NGOs have a strong 
 presence,
their 
help should be tapped by DAR. 
Areas where
NGOs can 
 help are in 
 the identification' 
of
landowners, 
areas to be covered by CARP and
However, caution should be taken by 
FBs.
 

the GO
relying heavily in
 on 
NGOs as partners 
in program
implementation. 
Moreover, the NGOs should 
assure
the government 
 their faithful support of 
 the
zovernment 
program and limit its to
activities 

that mandated by law. 

E. PARCCOt and BARC are new organizations created
assist in to
CARP implementation, 
by coordinating
CARP related 
activities 
in their respective
jurisdictions. 
However, there were no 
 provisions
for financial assistance to 
 these organizations
and the members 
 are expected 
So work on a
volunteer and part-time basis. 
 The success of the
program largely depends 
 on 
 these bodies,
 

5
 



particularl 1 the BARC. g;ven the great
responsibi__!A assigned to them by law. 
 However,
without financial support, the members cannot be
expected to 
 render the services that they are
called to provide, and these 	 W ''
organizations 

fal! to function effectively.
 

h. 	 The role of the BARC 
with e;:ist ing local
structures 
 has 	to be rationalized 
to avoid
conflicts due to overlapping of responsibilities,

claims of territoriality and power struggle 
 that
could hinder the effectively of this organization.
 

. ~BRC is critical to CARP and the membe-s shLuld
understand fully their responsibities. 9owever,
many DAR fieidmen are organizing BARC just for the
sake of 
 reporting quantitative accomplishment.

DAR 	 should pay attention to this 
because BARCs
that are not well organized may be used as 
a tool
of groups against CARP and may not 
serve their
 
purposes.
 

j. 	 It is essential to fully implement CARP now. Given
the Law is already in place, and that 
some 	sectors
 
are threatened 
 by CARP, government's
indecisiveness 
to fully implement CARP 
may 	be
exploited by both the left and 
-ight oppositionist
to 	 strengthened 
their positions and 
 further
worsened the strained political environment.
 

k. 	 DAP should work fast 
 and show solid
accomplishments 
soon, or else, land 
 invasion by
militant 
farmers and evasion by landowners would
leave very 
little area for systematic land
redistribution. 
 Both 	groups are waiting for DAR
to come up with result, on which they 
are going to
base their reactions. Many landowners are willingto offer their land if there is an assurance -hat
they will be, compensated. The farmrs, on theother hand, would want 
 to see that DAR is
comcerzed with their welfare, and will not be used
bY the landowners 
as instruments 
to further 
opporea the farmers. 

1. 	 Efficiency 
 in 	 the government bureaucracy,
Particularly, 
DAR should "De improved to ensure
CARP a certain degree of success. There is a need
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for sl:il6s depeloPment. value 
reorientation 
 and
full understanding and appreciation of CARP 
 among
all the government, agencies 4ninvolved 
 CARP
ipplementation, 
Particularly at the local 
 level.
They are 
in the front line, and they come 
in close
contact 
with the people. They should be able
discuss the to
program with authority 
 and project
confidence 
 in their abilty to carry out
program. 
 Their wavering stand 
the
 

will not give
people 
any assurance 
that the government is

sincere about the program.
 

m. 
 A certain degree of authority should be 
 delegated
to the lowest levels of CARP implementation. 
This
will facilitate 
actions necessary 
 to act on
specific problems.
 

It is said that given the strength 
of the
insurgency movement, this is not the opportune time for
the government 
to implement CARP 
and
landowners group. However, it 
alienate the
 

should be understood dnd
realized 
that 
 the roots of insurgency problems,
inequitable access by 
the
 

. great majority of the people to
productive resources, 
are the ones that CARP seeks to
address and that maintaining the present structure wil
only worsen the 
 situation. 
 As Joma Sison, theCommunist Party 
 of the Philippines leader 
puts it,
there will 
 be 
 no peace without a 
 genuine and
comprehensive agrarian reform program.
 

Now is the time to implement CARP. 
 Farmers are
now highly politicalized and are more willing to 
 fight
for their perceived rights. They 
also see 
 an
alternative 
source of support if the government fails
to correct the present problematic agrarian situation.
 
There are two 
alternative 
steps that
government the
can 
take: (1) implement 
CARP fully and
correct the social inequity and in the long run 
 create
a just and peaceful society; 
or (2) stall on CARP
implementation and face the danger of revolution.
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ANNEX I
 
PAIP and PAAD Approval Messages
 



__ __ 

' .
 "- UNCLASSITIrD 
 STAT -20/Z.
 

ACTIOP: oINT: 
 AMB DCM AA ECCt.J/10
 
V7C ZCMLC e 
 29-3UI- . TO.:
 
n RU: H,2"GC 9 2 / l 4 

ZiR UUUUU ZZH : A D
CHG: AI"'
 
0 292241Z JUN; 8s 


-IIST: AID
Ft' SECSTATT : "
F C 
 ADD:.
TC A: .. I ,--NILA8-D41:DIAT 
 1 CALL-"i
UNCLAS SECTION: 01 OF 03 STATE 2C-C,20 

"4=L 77r.;it-' .r.i . . ','".
,,,.,
.AIDAC 
A alPi7 -1

L.O. 12356: N/A 

-UBE-T 


SU1 - 'CT : 
AG A I i~~P I AcHo Tcken:- AGRARDIAN REFORM ~ I No oction(,-g2-0, 31) PAIP necessary 

_ RE-VIEw N cinnc~ _ 

E-7": MANILA 18 138 ( 2 4 )e_ 
_ _ ni t _ _' 

1. SUMMARY: ANPAC CFAIRED BY AA/ANE MET ON JUNE 10 AND
 
MADE FOLLOWING DECISIONS: 
 J N 1 N 
- (A) PAIP IS APPROVED,
 
- (B) PAAD SBOULD BE SUBMITTED FOR AID/W REVIEW,
 

(C) REFTEL 
WITH CONGRESS ON 

WILL BE USED AS BASIS FOR CONSULTATION
THRESHOLD DECISION FOR AGRARIAN REFORM
PROGRAM EFFECTIVENESS; I
RowV R, DECISION ON
E!FECTIVENESS- •.'1DETERMINATION WILL -NOTANY IMPLY APPROVAL OF.PARTICULAR INTERVENTI6NS pn ISUPPORT AID MAY UNDERTE INrOF TEE EVOLVING CARP PROGRAM. IN 

1"
(D) SECTOR PRO-RAM APPROACH IS ACCEPTABLE ANDFREFERAI.L7 AS U.S. ±EIj IASSISTANCE MECHANISM. U.S. PROGRAMWILL CONSTITUTE ONLY A SMALL PORTION OF MULTI-BILLION
DCLLAR GOP AGRARIAN REFORM PROGRAM, AND. _

M2ANINGFUL OEJECTIVES AND BEN CHMARKS BASED ON ANALYSIS 

IT WILL REOUIRE 
 0._1OF WEAT IS NEEDED TO OVERCOM, CONSTRAINTS TO CARRY OUT 

t--SPECIFIC ASPECTS OF THE AGRIR.IAN REFORM PRO.R/tM 
.f ;V 

-. " 
(E)A SPECIAL DCL..R ACCOUNT IS APPROPRIATE FOR TEIS
EARMARKED SECTOR PRCGRAM BUT IS NOT A PRECEDENT FOR 
 TOTHER SBCTOR PROGRAMS,
 
_ (F) IF DELAY It OBLIGATION BEYONd) AUG.
UNAVOIDABLET WE WIL 1 SEEMS 


DA
NEED YOUR EARLY ADVICZ TO CONSULT.........
WITH CONGRESS ON TilS ISSUE. IF GOP RESISTS ANY DELAY
WE SHOULD ALSO BE APPRISED.. END SUMMARY
 
2. 
SUBJECT PAIP WAS REVIEWED BY PRC ON MAY 18 WITH
TARTICIPATION OF DEPUTY DIRECTORX JOHN BLACITON, DAA/ANE
TCM REESE AND MISSION DIRECTOR DESIGNATE MALCOLM
EUTLER. 
 ANPAC CHAIRED By AA/A,4I JULIA CHANGJUNE 10 REVIEWED BLOCHMAJOR ISSUES. ON
TEE PAIP, BUT BECAUSE ANPAC AGREED TO APPROVEOF- CONGRESSIONAL INTERESTCCNT-ROVERSY OF PROGRAM IN THE PHILIPPINES IN U.S., 

A"ND.BUR:AU 

./ 
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!C 1/3 
 UNCLASSIFIED 
 STATE 2e9120/01
 
-cCNCERNt 
rFAT PRESSURE MAY BE EXERTED -ON MISSION To
RAPIDLY OBLIGATE Afrd DISBURSE
ASK tISSICN TO SUBMIT PAAD 

FUNDS, IT WAS DECI-DED TO 
AUTHORIZATION. TO AID/W FOR FINALTHE FOLLOWING WERE THE 

REVIEW AND
MAJORCCNCERNS DISCUSSED ISSUES ANDDURING THE ANPAC AND THE RESULTING

DEC ISIONS.
 

3. IFFECTIVENESS: ANPAC CONCLUDED THAT PRESIDENTACUINOIS SIGNATURE CN TE 
CARP BILL IN
TFE IMPLEMIE_'ATION PROGRESS 
CONJUNCTION WITH 

TRANSFERS IN LAND REGISTRATION, LAND
AND COMPENSATIOI MCHANISM NOTED-- E ------ AS-Ir- BASIS REFTELFOR CONCLUDING"FE CT1 VI TEAT ANAGRARIAN REFORM PROGRAM, WITHIN THETEE RELEVANT PROVISION MEANING OFOF THE FY 88 CONTINUINGRZSOrUTTO;N HAS BEEN INITIATED. 
 WE WILLCC."!SULTATIONS 'AiTH CONGR2SS ON THIS 
PROCED" WITH 

BASIS A!d!EEP 
 YOU
IX:FORIt -s OF COICESSIONA" REAIONS AND FRO.:LZ.mS,
ANY, i ACCE, IF
TIG QUOTE EFFECTIVENESSANY FtT :.2? ENDQUOTE BASIS.INFOPMA.,Tic.t RELEVANT TO THISt'ISSIcN IS,".U3 WHICHIS ABLE TC IDENTIFYY SBOUD BE COMMUNCATED TOAID/W.
 

4. FLEA' NOTE. THAI IFFECTiVENESS 
DETERMINATIONNCT CONS'TiTU2' WILLAPPROVAL 'OF SPECIFIC PROGRAMTEAT ACTIVITY.IS A SEP-RATE (PAAD) CONCERN.ANALYZE CAR?'OBq'ECTIVELY, TASK NO'TIS TODETERMINE WHAT IS NEEDED TO
HELP THE-GeP PLANS FOR CARP TO EVOLVE OVER TIME .AND, AT
TLE SAME TIME-,. TO DETERMINE 
 HOW AID INTErVENTIONSSUPPCRT ASPECTS CANOF THIS PROCESS.O-.iECT, TEE MISSION'S PROGRAM,ES IMPLEME,..ION PLAN AND 3ENC,1M.TC BE ,S WILL NEEDARAS STRUCTURED ACCORDINGLY.
iN SOME DAE M PAAD SHOULD COVER TEESE""^ T
TIL, SO THAT 
IT SUFFICIENTLY CLARIFIES
...

TEE ANALYTICAL BASIS FOR THE AID PROGRAM, ITS
AIhD PURPOSE
OJECTIVES AND HOW IT WILL BE CARRIED OUT.
 
. IT WAS ANTICIPATED THAT 
OVERALL PLAN FOR CARPE REVIEWED WILLBY MISSION TC ENABLEEIEMENTS ARE 

YOU TO DETERMINE WATAPPROPRIATE
BASIS FOR FOR OUR SUPPORT AND TOPROGRAM 37NCHMARKS. PROVIDEANPAC AGRE,-D THAT,OTHER THINGS, AMONGTE RENCH.H.ARKS SHOULDINDICATORS 3E MEASURALETHAT CONSTRAINTS ARE BEING ADDRESSEDPROGRESS IS BEING MADE TCWARD PAAD 

AND REAL 
FGR THE PROGR..Ar OBJECTIVES.EARLY STAGES OFURGE YOU TO 

THE PROGRAM IN PARTICULAR, WCONS!DE7 NEED FOR INDICATORSSTA2LIS?..I' OF DEALING ';ITH A?-Rc"
ALM !..NIS RI'TI TGET RTS., 

IATE ENALIN G REGULATIONS...'!5E A STAFFrING ,DATA G.-,TF- ?!G/AlALYS -AND
S ARRAIGEMENITSOTH- INDrCATORS IN ADDITION, tO.OF PROGRAl' EFECTV"ENESS SUCHTRA1SFERS AS'JLANDISSUED, LA ND REGISTEED ETC 

lC 1/3 
 UNCLASSIFITD 
 STATE 2'2L442e/.,1 
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UKC *SET 2 'O(Zt' STATEZ 204e, 

e. FERO. 1AICE B, :C.MAR'S CAN BEAPPROACE THAT -ASEr ON A MENUWOULD COVEV A LARGR.l.CjTh.AN WILL -ZE? OF lEENCHMAR.i'SBE REQUIRED .... ? ... O? TO' INDICA.TE AN AlUEQUATE L.V_ L OFI.CE FOR ':AIPLE , YE YOU . IS TOA SZ.IES no .CF BNCH MAR.K.S FOR A AARTICULAR TItME ?EFIOD BUTINDICATE THAT ONLy A PERCENI'AGE MUST BE MT FOR MIIMUM
ACC-TA _IITY. P.A.AD SHOULD "STABLISH 
-- I'CHMARLS•*It.' "_ 11. " 

WHAT PERC4TP.GE cF"1--QUOTE ,.,'NU _ 'Z TJUST 7Y THE E D -UOT'E MUST Mr TMI!NIUI" STANDAF.D TO 
Cl THE PROGIZAM, FOR CO,!TI NUED 3FECTIVt,}YSSAND INDICATE WHICP (IFNuM-E OF BEpNC~Rf S Arl., 

ANY) OF THE TOTALCORE 02".ECTIVES TFAT MUST BE,.-T FOR EFfECTIVENE . -
7. -=UDGET SUPPORT AREAS: THE RvvIEW!RAISEDQUESTION THEOF HOW TO LETERMINEE THE BUDGETWILL BE REIMBURSED LINE ITEMS THATAND HOW THE SOUNDNESS OF THESE AREASWILL BE DETERMfNED. DURING PRC,3LACLTON DEPUTY DIRECTORASSURED THE PARTICIPA.T-S THAT:WILL SELECT (A) THE MISSIONLINE ITEMS FOR QUOTE NON-SENSITIVEPROGRAM COMPONENTS TO BE END QUOTEASSOCIATED WITH OUR FUNDS SUCH
AS ROADS AND CREDIT, AND THE AID PROGRAMREIMBURSE WILL NOTLAND ACQuISITIO 

, OR OTH.R SESITIVECCMPONENTS; 
(2) CARP ACTIVITIES ASSOCIATED WITH OURFUNDS WILL BE CAREFULLY ASSESSED .FOR ACCEPTABILITY ANDSCINDNE-SS BEFORE INCLUSION IN TEE PROGRAM;MISSION WILL ONLY (C) TEEREIMBURSE 70 PERCENTFCR EACH OF -XPENDITURESELIGIBLE LINE ITEM; AND, (D) A QUOTEEND QUOTE MECHANISM TRAP DOORWILL BE BUILTALLOW TERMINATION INTO THE 2ROGPRM TO.OF ASSISTANCE
CCMPR'O]MISED IF TRE PIROGRAM BECOMESCR OTHERWISE UNACCEPTABLE FOR AID ASSISTANCE. 
8. -ENEFICIARIES:. WITH REGARD TO SELECTINGOUR SUPPORT, ADMINISTRATOR AREAS ,FORHAS RAISED PARTICULARTEAT OUR CONCERNPARTICIPATION IN AGRARIAN REFORM BE LINKEDSVALL FARMER BENEFICIARIES. TO

PAAD ANaIYSISCLEARLY SEOW TEAT SHOULDCOMPON3NTS OF CARP TEATT'ARGETTED V2 SUPPORT AR.ON THESE -ENEFCIARI,5S. FOR EXAMPLE, IF AID
PROGRAM SUPPORTS ROAD CONSTRUCTION, ANALYSIS SHOULD SHOW
BCW CRITERIA FOR ROAD SELECTION IS WEIGETIDSERVING FARMERS TOWARDWEO RP,CEIVZFCR OUR SUPPORT O 
LAND UND!R CARP.. LIKXEWISEAGRI.CULTURAL CREDIT, PAAD ANALYSIS
SEOULD SHOW HOW CREDIT PROGRAM WILL ADDRESS
THE SMALL FAR IM TEE NIEDS OFCARP BENEFICIARIES. 
 OTHER COMPONENTS
WI SUPPORT SHOULD ALSO 3E SCREENED AND ANALYZED WITH
ArMINISTRATOR'S CONCrRN.IN MIND. 


-

9. AGRICULTURAL CREDIT: THERE WAS PARTICUL.l CONCERN.--IN PRC AND ANPAC EXPRESSED ON PROPOSED BUDGET SUPPORT
FOR REIMIBURSING" EIPENDITURES FOR AGRICULTURAL CREDITBECAUSE OF QUMSTIONS ON TEE POLICT AND INSTITUTIONAL
ASPECTS OF THE AGRICULTURAL CREDIT ENVIRONMENT.
PIACKTON ADVISED PRC THATCREDIT UNDER 
THE TEE GOP INTENDS THATAGRARIAN REFORM WILL IE CONSISTENTIY ELEMENTS OF TEE CREDIT WITH TEEREFORMAGREED POLICY FRAMEWORKTO UNDER AID'S RURAL FINANCIAL SERVICESMCST IMPcRTANTLY, PROJECT,THE PROVIS.ION OF CREDITOR.IENTZD RATES OIN AT MARKETA NON-SUBSIDIZED 3"Asr. 'sZ rNDICA'TTD 
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TBAT THE STATE 2 09420/02.MISSION 'ILL NEGOTIATEAGRARIAN A COVENANTREFORM IN THEAGREEMENT TO ASSUREIN ADDITION TO SUCu CONSISTENCY.THE COVENANTMISLOc SHOULD COMPLETE IT WAS CONCLUDED THAT TH-SUFFICIENT ANALYSISTC ASSURE AN APPROPRIATE POLICy FRAMEWORK 

FOR THE PAADPROGRAM, THAT DEMAN FOR CREDIT FOR TEE CREDITMAKE THIS WILL BEA WORTHWHILE SUFFICIENTAREA TOTEE INSTITUTIONAL OUR SUPPORT,
BASE FCR 

FOR 
AND TEATTHE CREDITAEzQUATE AND WILL NOT BE DEGRADED 

PRCGRAM ISPCSSI3LE (E.G. AS A RESULONCOLLATERALIZED 
DEFAULTS.) T OPUNDER THE PROGRAM.ie. SALARIES: THERE VAS CONCERNA.E ASSOCIATED THAT IF ANYY;?FTH SALARIES AID FUNDSArrITIONAL FOR EXISTINGSTAFF, MISSION AND/OR

I1,CR. ASS SHOULD 3-IN SALARY COSTS SURE TEAT ANYWILL SUPPORT-:BE SUST-N~. BL" BY TH-S ASSISTANCERIPRESENT T E['MPORA. IN TEE FUTUREFU .RR....S.O-Y TRE'QUZNTS , TH.T THESE COSTS
WEEtI2VER T iATAPPROPRIAT. CAN BE TERMINATED
FUNDS OR ECESSARY.VEWILL NCT BE ASSI'EUSED TO THAT AIDAS REI t3UEDESCRI3ED SALARYIN HAND_)OOK SUPLEM. TSON, RECURRE? 1, PART VII AND. THATAFPLIES. CCSTS GUIDANCEIN HANDBOOK. 1, PART III THEREFORE 

:2.2.MO,.TOR?-1iG: DURINGTEE ANPACFAC, AND QUALITY OF PROGRAM 
THE SUBjECT OF MONITORINGRESULTST.. CO,,NT*' OF 'IDENTIFYING WAS DISCUSSED INMEASURABLZPERFOANJCE. INDICATORSANPAC OFAGREEDASSURE THATREPORTED THE PROGRAMBENCEMARKS NEEDS TOTEA OF PROGRESSFECTIVE.NSS.T ARE VALIDOF ANDTHE PROGRAMCU IS MAIN.TA!H_ D DURING.NVOLV,T.THIS SHOULD INCLUDE THE MONITORING OF-i.ACTLEVEL CEANGESSECTOR THATOF THE ARE OCCURRINGPHILIPPINES WITEININ OUR VIEW THIS AS A RESULT OF 

TEE RURAL
SYSTEM THE PROGRAM.SHOULDVE': Y INVOLVE.,'zCHMARK RESORTS FIELD VISITS

LCOK ON A SELECTIVE TOINTO IMPACTS. 2ASIS ANDTHE SYSTEM TOSFECIFIED SHOULDCOmpCNEN'fS ALSO COVERFUNDED TEE'Y BUDGET LINE ITEMSCT 2 ':.E WILLU S" 
BC 2/3 
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"PtIR
MBURSE (E.G. FOR THE CREDIT COMP'PON£ 'T t1E.SUOS Or
IINDING LEVELS AND REPAYMENT RATES;

C 

FOR ROADS, MEASURES
TOTAL ROADS BUILT AND PERIODIC SITE VISITS ON
SAMPIE .
ASIS) AND, CN A SAMPLING BASIS, SECULD ALSO
CCV-Ell £HPROGRAM IS A WhlrOL'E.C-/E I," SUGGESTION s ON 
A SZARAT1 CO:1MUNIjCA'TION 

APPR ACH~v.LL 2E 
HOW TO STRUCTURE A "ONITORINGFORTHCOMING. NONETHELESS,THAT WE SUGGESTTrE ISSUE OF MONITORING BE ADDRESS'EDDISCUSSIONS Ii YOUR.'ITF TH, COP, WITH A VIEW TO ID''NTIFYINGtISCRhE'zE PORTION OF ATHE PROGRAM RSOURCES TO BE 'SETASIDE FOR THIS PURPCSE.
 

12. 
 SEFARATE ACCOUNTS: 
 TFE
S-FARATE PAIP PROPOSED USINGACCOUN'TS BOTH DOLLARS.ND _ RLATDD 
FOR AND LOCAL CURRENCyIM.LEMENTATION PROCEDURE IDENTICALR-QUIRED FOR TO THATCASH TRANSFERS 


AP-E!RS EVEN THOUGH THIS ISSISTANCE
TO FIT THE SECTOR SUPPORT CHARACTERIZATION.
AT- CARZFUL R.V IE,,, .E CONCUR IN THIS APPROACH ONGROUNDS THE'HAT THIS PARTICULAR ASSISTANCE REFLECTSCCNGESSIONAL AEARMARK .ATHER THAN AID-INITIATED,PCLiCY-LEVERACED 
SECTOR 
kSSISTANC..
rANDATED THE ASSISTANCE ISBT THE LAW 
PRORA 

AS LONG AS THE AGRARIAN REFORM , LIY:ES AS AN QUOTE EFFECTIVEPROGRA.I. AS END QUOTESUCH, IT IS SIGNIFICANTLY DIFFERENT FROM
A-D'S 
NORMAL SECTOR 

SEPARATE 

PROGRAMS WHERE THE REQUIREMENT OFACCOUNTS COULD EITHER DIMINISH AID'S DESIRED
FtLICy AGEP'DA OR 

CCmPLETELY. IN 

ELIMINATE ANY MEANINGFUL AGENDA
SHORT, WE CONCLUDE THAT THIS EARMARLZD
SECTOR PROGRAM iS 
SUI GENERIS AND THE USE
ACCOUNTS HERE IS NOT 
OF SEPARATE

A PRECEDENT FOR SEPARATE ACCOUNTS
IN O'HER SECTOR ASSISTANCE CASES.
 
n . DO'IOR COORDINATION* ° THE EXPECTED MAJOR ROLE OFOTHER DONORS IN 
CARP MAXES DONOR COORDINATION AN
I'-PORTANT 
r,:!CERN. SPECIFICALLY, THE PAAD VILL NEED TO
MAKE CLZA.; ThAT THEER9 IS 
ADEQUATE ABSORPTIVE CAPACITY 
-
TEE A-RAR:"N REFORM BUDGET FOR PROPOSED RESOURCES AND
PROVIDE ASSURANCE THAT U.S. FUNDS WILL NOT REIMBURSE GO:
FCR EXPENDITURES MADE BY OTHER DONORS.
DONOR AN ADEQUATE
COORDINATION MECHANISM SHOULD BE IN PLACE EARLY IN
TEE -GROGRAM AILD THERE SHOULD BE. .CLSAR EVIDENCE VERIFYING
TBAT GOP AND OTHER DONORS ARE INDEED ZUPPLYING, OR WILL
SUPPLY, A SUBSTANTIAL MAJORITY OF TEE RESOURCES FOR THE
PROGRAM, AS REQUIMED BY CONGRESS FOR OUR PARTICIPATION.
AISO, IT WAS 
VIEWED-AS HIGHLY DESIRABLE IF DONORS OTHER
THAN THE U.S. CONTRIBUTE TO THE
FUND (SARP) TO ENSURE ITS 

SPECIAL AGRARIAN REFORM
IUQ.TIIUTIRAL NATURE AND FUTURE
FINANCIAL SUSTAINABILIT. 


-

TRAP DOOR ISSUE:
14. IT WAS AGIElD THAT I MECHANISM
FCR RAPID TERMINATION OF ASSISTANCE IS NEEIED IN TEE
EVENT THAT THE PIIOGRAM GOES AWRY, AND THIS SHOULD BE
BUILT 
INTO THE PROGRAM AND COVERED IN PAAD. 
AN
IMPORTANT CONVIDERATION IN THE DESIGN OF SUCH A
MECHANISM IN 73LACKTON'S 
VIEW WAS WHETHER ANT FUNDS FOR
AGRARIAN REFORM MIGHT BE DIRECTED TO OTHER ACTIVITIES
TE 
 IN
PHILIPPINES I,"ITHOUT DEOBLIGArING THE RrSOUR ES.
MISSION THE
IS ENCOURAGED TO EXPLORE'TE POSSI_:ILITES FOR.
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TEIS, 
BUT M:SSION MUST.-3 
 MINDFUL TH.AT 
CONGRESS D.ID
EARMARK TEESE FUNDS QUOTE ONLy FOR 'THE PHILIPPINES -TO
ASS 1ST IN THE IMFLE ,ENTATIONQUOTE CONGRESSIONAL OF AGRA"IAN REFORMCONSULTATIONS . ENDCSSAY IF WoULD THEREFORELATER CIRCU.STANCES BE
B-ALLCCA'ION WERE TO PRECIPITATEOF RESCURCES, AND
CTEER USL OF WE OUESTION WHETHER ANTTEESE FUNDS WILLPT BE POSSIBLE. WITTEAD 

NNNN 
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~1Hj~~~~~~~D~~' TE*SEA...EPREcPfl~vjo~uS:LAND RErORrMZFFORTS HAS NOT BEEN 'PARTTICULARLY SLUCC ESSFUL A'ANDy I-DDIAT-ES, T.AT SU'CR ROG RAs'N' QNLY SUCC9E'ED IF TH7~PRIME IM1PETUS, IS CLEAELY FR0 :THE HOST. 3O'VERN ENT 
I ,DIN4" HIS OPENIN RENARKiS',-;,,BUT E I DICA FL' H T
'R I 3 'CSUG RS S 
0 N 0S SALT' ~N U~D 

AN D INTIER ESTED StXFF' AND MEQ: E 
 ?OKT HEKRP,7'P&ND*CAR~p.-

3.NON ITOR~I NG AlID ACO S 
K~~~y*PA!iRCEEDEDTO -DISCU SSH fllMONITOR ING AND." kCCOUN~T ABILI T Y ~C EPN'Si THE D I S USSI1
C,NTDEE ED 0ON~lEkSi L311.TY~OF -THE LA R&ER, CARP I AND 'HE
 

FOH ONG UN:: UCS ~ DAC.ClOtNTA3LF 
CESAD/ORFAILURE OF THqE OA.0AIl~k NREORM >FFOR T_ >: UTftR MADE ITP CLA'TH-TD.,.IS NOT: IN~A POSITION TO ASSU1?E LONG TERM SUCCESS.ZIANDI 1-.THB'~TATUTOZTILY.R E.U IRE:I DE E , 
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PROGRA WA ",IT-'-S. OF831/52- DID NO T
 
AR.E AC COUN'TA LE; POWEVER~ 1 O F3~T~In 
 ER THE

FLAI V;E LY SFCORT TERMVKlflD DE ST i.RSF 

~THE~AN,,'AC CONC:W1DED THE 'NISSION'S AFP RO0A.CH OUTLINED IN
:~THE -PAAJI,- NAMEL SEC ASSISTANCE. WITH 0QUAN rIFIA:31,E
Pfl ISICAL AN'D FINIANCIAL :PERPFOR,*IAICE* INDICATOR S,
AFPROFRIATE. 
 HOWEVFE1, THEY7ALSO. "EC3O:i"EDo 'THAT, TRE~PA.ADErjAkORATE.Ol 
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