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

SUMMARY AND RECOMMENDATIONS

Grantee: The Government of the Philippines (GOP).
Implesanting Agency: The Presidential Agrarian Reform Council (PARC).

Amount: U.S. $50 million.

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

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

Program Definition: The program will provide $47.5 million in suppbrt
of the Special Agranian Reform Fund (SARF) and $2.5 million to finance
monitoring and evaluation services required under the Program.

Grantee Contribution: Although there is no requirement for counterpart
funding, the GOP Tntends to finance CARP activic:ies in calendar year 1989
in the amount of P6.2 billjon (approximately $329 million) with expected
expenditures of P1.3 billion (or approximately $62 m+11ion).

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

Mission Views: The Mission Program Committee recommends that the PAAD
be forwarded to the ANE Bureau for review and comment and that
authorization of the Program be redelegated to the Mission in order to
facilitate negotiations and ease administrat.ive requ irements.

Statutory Requirements: All statutory criteria have been met. See
Program gtatutory Check list, Annex E.

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

12. Program Committee: USAID Program Committee Members were:

ORAD :KPrussner DRM/ MR 0:DAD! Antonio
ORAD:RGarner C0:JRedder

0D/PE :PDeuster C0:CRazo

0D/PE:PX Tem C0:SDiama
O0CP:REJordan 0CP:DPagcaliwagan
0CP:MHauben RLA:BMMiller

DRM/PDID : GMImhof f
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EXECUTIVE SUMMARY

Land tenure relationships have been a politically charged issue in the
Philippines for many decades. A succession of Philippine administrations have
mage 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)
initiatea by President Corazon Aquino and refined by both houses of the
Philippine Congress reflects a broad consensus throughout the Government of
the Philippines (GUP) on the need for agrarian reform. The U.S. Longress
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 GUP's efforts in this crucial area. The Agrarian Reform Support
Progran (AKSP) will assist the GUP by providing financial assistance in
support of agrarian reform efforts.

In 1902, policymakers recognized the pressures for land reform in the
Philippines, and the I1.S. Congress recognized the | inciple of the
desirability of an agricultural base consisting of small, independent work ing
farmers in the Uryanic Act of 1902. The American colonial government's early
attenpts at Tana reform were short-lived, however, and popular resentment
against landowners fuelea agrarian unrest in the 1430s. In 1935, the
Philippines' Commonwealth Government passed legislation designea to reform
land tenurial conditions. Again, however, political will for implementation
and enforcement was lacking.

The Philippine Lana Reform Act of 1955 was President Magsaysay's attempt
to aaaress the root of the agrarian problem. Unfortunately, it turned out to
be underfinanced and poorly administered, and its implementation slowed
dramatically after Magsaysay'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, 1in part to stave off criticism for his declaration of martial
law, President Marcos expanded a program of land reform for all tenanted rice
and corn lands initiated under his predecessor, President MHacapagal. Some
land transfers did take place in the early years of this program; however,
Harcos 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. Shortly after coming to power in February 1986, President Aquino
promised to initiate a land reform Program which equitably distributed land to
its tillers. This principle is enshrinea in the Philippine Constitution
ratified in 1987, as well as the two subsequent Executive Oraers, Nos. 228 and
22Y and the Comprehensive Agrarian Reform Law (RA 6657) executed in June 1988.



(vii)

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 in this area. Nevertheless, the GOP belijeves 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 suitable
for agriculture is covered 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 inciude 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 and
other farm inputs. The GOP plans to implement CARP over three phases and to
complete all agrarian reform activities under CARP by 1997,

The United States Congress, recognizing the importance of the land reform
issue, earmarked $50 million in Economic Support Funds (ESF) to assist the
Philippines' agrarian reform program in December 1987, provided certain
conditions were met by August 31, 1988, as they were. The Agrarian Reform
Support Program (MRSP) 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 agrarian
reform, per se, it is the largest and has been judged effective. A.I.D.
expects %531_317.5 million of this assistance will be used as program support
to the Special Agrarian Reform Fund (SARF), the GOP's budget for agrarian
reforp implementation activities under CARP. The remaining $2.5 million will
be set aside to finance the expectad 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 GQP
could avail of the entire 347.5 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. Al1l 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 GOP in
meeting its objectives for CARP over the next two years. Although it would be
difficult to speculate on the success of CARP over its intended 10-year
implementation 1ife, it can be said with a degree of certainty that CARP
implementation over the next two years is focussed, 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 change
radically to warrant no further assistance in support of SARF-funded .
activities within CARP, then the Mission would consider renegotiating the
terms of the grant agreement or terminate the agreement and deohligating 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 markaed 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 Filipino
voters participated. The following May, national elections for the bicameral.
legislature were held; and in January 1988, Filipino voters elected provincial
governors and municip. 1 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 Taunched a major
economic reform program, which greatly contributed to the economic recovery
(outlined below). Foreign governments signalled their strong support of the
neéw government and its reform program by qreatly 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 in July 1987, President Aquino signed Executive Order (EQ) MNo. 229, which
included all lands suitable for agriculture in the Agrarian Reform program.
After muct _introversy and many revisions, the bicameral legislature finally
passed Repthlic Act (RA) No. 6657, the Comprehensive Agrarian Reform Law, in
June. 1988,

Next 1,000 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 aevelopilent. Continuiny efforts must be made to
increase public accountability at all levels of government.

Fundamental backdrop

The GUP is faced with a large, even daunting, task. Two decades under the
Marcos regime left a legacy of overcentralizea decision-mak ing and approval
processes and administrative difficulties in getting resources to rural
areas. Yet increased attention to these areas is imperative. Wide
disparities between regions and between rural ang urban areas in such
indicators as income, health and nutrition are only one aspect ot the
problem. Rural incomes are, on average, only half that in urban areas. The
GUP estimates that 70 percent of all poor families lived in rural areas as of
1985. Expenditures on social and economic services differ substantially
between regions, anda resources are concentrated in urban areas.

The convening of the Philippine Congress in July 1987 established an
alternative power center. The Aquino administration has now to share its
decision-mak ing authority, and the legislative process in the Philippines, as
in any democracy, is often contentious. The expansion of denmocratic
institutions i< a welcome development, but it complicates the process of
obtaining consensus on major reforms. In addition, popular demand for
improvea delivery of basic public services, such as education, public
utilities, and basic infrastructure, is mounting. Finally, the Aquino
administration 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 5.9
percent ana GUP per capita grew by an average 3.Z 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 proauctivity
and investment such as those of the Philippines' ASEAN competitors, and was
not sustainable. Luring that same period the country's total government debt
swelled from $641 million to $5.2 billion. Massive public and private sector
borrowing from both foreign and domestic sources obscured worsening structural
imbalances in the economy.

Three decades of import substitution created an inefficient,
import-dependent and overly capital-intensive, urban-biased industrial
sector. Sustained systematic neylect of rural investment and poor farm
policies fashioned an agricultural sector unable to provide raw materials and
local demand essential for expanding rural markets and inaustrial protection.
An overvalued exchange rate ana an investment incentive systen which
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discouraged exports resulted in an underdeveloped export sector. The GOP
increasingly intervened in the markets for goods and financial assets, setting
up mondpolistic structures which often benefitted former President and Mrs,
Marcos and their “cronjes. * These exploitations became progressively more
serious, resulting in large-scale waste, inefficiency, mismanagement, and
corruption.

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

emained low. Ultimately, against a backdrop of global recession, high
interest rates and declining availability of cheap foreign funds, the economy
began to contract. In 1982, real per capita income declined by 0.9 percent,
and in 1983, by 1.4 percent.,

The assassination of Benigno Aquino in August 1983 triggered a loss in
business confidence, massive capital flight and an abrupt decline in foreign
commercial credit. This accelerated an economic crisis which included the -GOP
calling a debt moratorium in October 1983. The Marcos administratior then
initiated a stabilization program, which included a series of planned
reforms. Some of these reforms were successfully implemented. Interest rates
were liberalized, certain import restrictions were 1ifted, and cammercial
banks were allowed to trade foreign exchange. However, reform efforts were
limited and the political commitment to them-was weak. Rea] growth continued
to decline, falling by 7.1 percent in 1984 and by 4.1 percent in 1985. In
1985, inflation rose to 50 percent, aggravated by umwarranted government
expenditures surrounding the 1984 parliamentary and 1986 presidential
campaigns.

Post-revo]utionany deve lopments

With the ascension to power of Corazon Aquino in 1986, real GDP began to
expand after eleven consecut jve quarters of economic contraction, and recorded
0.2 percent growth for the year. Real GDP 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 enabled
investment to grow by 27.1 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 Aquino administration was able to achieve some
important reforms. For most of 1986 and 1987, the Centra] Bank allowed the
market to determine the exchange rate, enabling exports to become more
competitive. Fiscal reform efforts concentrated on reducing .the government's
reliance on indirect taxas and making the tax system less regressive. To this
end, the government adopted a major tax reform program, which included the
introduction of a valye-added tax, a shift to a fully ad valorem basis,
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increase in excise 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. In agriculture, the
new government dismantled monopolies in sugar 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 tix 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 in currency and bond markets to defend the value of the peso. The
resulting rundown in international 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 in the 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. In terms of
real per capita income, the Philippines is now where it was in 1978. 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 in poverty. Income distribution is extremely 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.] billion), of which 82°.4 percent came from tax
and 17.6 percent from non-tax sources. The 1987 expenditures came to P119.9
billion ($5.9 billion), leaving a national government budgetary deficit of
P16.7 billion ($819 millicn). 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 Tower 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. In addition, P4.6 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 astimates for the year put the 1988 budget deficit at
about P21.3 billion ($1.0 billion). This is only negligibly higher than the
National Economic and Development Authority's (NEDA's) revised deficit target
of 722.1 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=p21.5). 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 tota] P146.3 billion ($6.8 hillion), 80
percent of which is expected 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.U 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, rescheduling totalling $1.5 billion enabled international
resérves to increase by 3265 million. Keserves 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 estinates put at about $8.1 billion,
continued to outstrip exports, estimated at $6.9 billion. While the resulting
trade deficit of $1.2 billion was partially offset by net services and
transfers, the curient account deficit was still about $542 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 ena-1988 were about 2 months' worth of imports, slightly too 1low
for comfort.

The 198Y Balance of Payments Uutlook

Recent progections for 1989 are for exports to increase substantially to
$7.7 billion; however, imports will likely increase to about $Y.1 billion,
leaving a widened trade deficit of $1.4 billion. Tne 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 GUP 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 buila up its reserves, the GUF intenas to
re-negotiate debt service and repayment schedules witn its Paris Club
Creditors ana hopes to secure new money with commer.ial creditors.

C. Review of Past Program Assistance

The Agrarian Reform Support Program (AKSP) will be the fifth Economic
Support Fund (ESF) program assistance effort by the Hission since 1983. 1In
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 calenaar year 1984, the U.S. Government providea 3$47.5 million in ESF
program assistance under the Rural Productivity Support (RPSP) grant; in
calendar (CY) 1985, $45 million under the Levelopment Support Program (DSP)
grant; in CY 1986, $300 million under the Buaget Support Program (BSP) grant,
ana in CY 1987, $150 million under the Budget Support Program I1 (BSP II)
grant.

Both RPSP and USP provided balance of paywents to the Philippines. The
generated pesos were to be usea to provide additional GuP resources during the
1985 and 1986 calendar years to selected foreign-assisted projects whose
implementation had been hampereu by the critical lack of peso counterpart.
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Following the February 1486 revolution, A.I.U. amended RPSP to allow the
remaining RPSP balance to be used in 1986, and amended USP to eliminate the
adaditionality requirement so that USP could supply the regular GUP counterpart
resources for the selected projects from March 1, 1986 through March 31, 1487
(later extended through 1987). The GUP has completed peso disbursements for
RPSP ana USP. The GUP submitted the final audited disbursement report for
RPSP on March 31, 1987; and submitted the final audited disbursement report
for DSP on February 19, 1988.

BSP and BSP II provided peso budget support to the GUP so that it could
continue financing, in the midst of a severe buaget crisis, basic services in
the priority sectors of education, health and ayriculture. The GUP has
Completed peso disbursements for botnh BSP ana BSP 1I. The GUP has not yet
submitted tne final audited disbursement reports for BSP and BSP I, although
the deadline for the pSP report was September 30, 1987 and for the BSP I]
report, September 30, 1988.

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

Table 1
Selected Macroeconomic Indicators
1985 - 1988

1985 1986 1987 1988

Real GNP Growth (%) -3.8 1.8 5.9 6.7

Real GUP Growth (%) -4.4 1.5 4.6 6.6

Consumer Prices (%) 23.1 0.8 3.7 9.0

Current Account beficit -0.1 +3.3 -1.4 -1.8
as % of GNP

(minus = deficit)

External Dept 26.3 28.3 28.1 28.9
($US Billion)

6.2 -0.6 3.5 4. 3%

Real GNP growth per capita (%)

* Assumes a 2.3Y percent population growth rate

Sources: NSCB National Accounts
Uther GUP Sources




Merchandise Trade

Exports
Imports

Non-lerchandise Trade

Inflow
Uutflow

Transfers, Net

Current Account

Lony-Term Loans

Inflow
Outflow

Direct Investments, Net
Short-Terw Capital, Net
Errors ana Umissions
Gold lionetization

Revaluaction Adjustment

Capital Account
Uverall Balance

Kescheduling

- b -

Table 2

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

Uverall Balance after

Rescheauling

1987 1988 1989
(actual) (estimate)  (projected)
-1,017 -1,245 -1,465
5,720 6,885 7,680
6,737 8,130 Y, 145

-76 -72 -2bl
3,497 3,582 4,041
3,573 3,b54 4,302

554 775 802

-539 -542 -924
-1,780 -1,60% 565

415 961 3,027
2,195 2,566 2,462

205 611 537

52 -y -21

-89 415 0
365 309 345
-150 =75 ]
-1,219 -354 1,426
1,758 -896 502
2022 1,418 1,470
264 522 1,972

Source:

Central Bank of the Philippines

1488 estimates as of January 11, 198Y
1989 projections as ¢c© November 11, 1y88



Revenues

Tax Revenue
Non-Tax Kevenue

Expenditures
Current Uperations
Capital Outlays ana
net lending
Surplus/Deficit
Percent of GNP

Financing Account
Net Borrowings

Lomestic
Foreign

-G .
lanle
National Government Cash Budget

1987-1989
(In Billion Pesos)

1987 1988 1984
Actual Estimated Actual Projected
105.2 110.9 146.3
85.Y 90.7 115.7
17.3 20.2 30.0
119.9 132.¢ 16Y.86
95.5 117.9 137.9
24.4 14.3 31.9
-16.7 -21.3 -23.5
-2.4 ~2.b =Z.5
16.7 21.3 23.5
9.9 27.4 31.6
6.8 -6.1 -8.1

sources: UBM projections for 1y8y as of hovember 7, 1988
NEDA estimated actual 1988 figures as of vanuary 11, 198y



D. Land Tenure Structure

The 1980 agricultural census sh
9,725,200 hectares.
hectares in size; the
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three hectares made up 6Y percent of the total number of fa

The pattern of tenancy changed little since 1971.
farms in 1980, 1,993,295 farms, or b
367,304 farws, or 11 percent, by part
percent, by tenant or “others".

fromu

the 1971 Taygriculture census.

owed 3,420,323 farms with a total area of
The greatest number of farms wer: between one and three

average size farm was 2.8 hectares. Farms sialler than

Uut of the 3,420,323
percent, were operatea by full owners;

owners; ana 1,059,726 tarms, or 31

Table 4

Farms - Number and Area by Size*:

1971 & 1980

Number of Farms

These are the same ratios for tenure found

Area of Farms (ha.)

1971 1980 1971 1980
A1l Farns
. 2,354,46Y 3,420,323 8,493,73% 9,725,200
Unaer 1.00 ha, 319,363 775,791 162, 196 369,100
1.00 to 2.99 ha. 1,117,581 1,578,044 1,887,663 2,522,200
3.0U to 4.9Y ha. 558,347 588,151 2,013,264 2,066,700
5.00 to 6.YY ha. 243,847* 283,585 1,553,496** 1,61.,100
7.00 to 9.YY ha. 76,421 630,800
10.00 to 24.9Y ha. 101,130 103,723 1,412,100 1,406,400
25.0U ha. ana over 14,201 14, 0u8 1,465,011 1,117,800
Table 5
Farms - Number and Area by Tenure of Operator:
1971 & 1980
Number of Farms Area of Farms (ha.)
1971 1980 1971 1980
A1l Farms

2,354,469 3,420,323 8,493,73% 9,725,200
wned 1,364,990 1,993,293 5,345,42Y 6,496,200
Partly-Uwned 268,665 367,304 930, 840U 986,700
Tenant/Leasea 681,65¢ 871,536 1,746,455 1,806,900
Uther farns 34,156 188, 19U 471,01 435,400

Sources: For information includea in Tables 4 and 5, National Census and
Statistics Uffice, 1977 ana 1980 Censuses of Ayriculture

Note:

*Letails may not add up to total aue to rounding up of figures.

**lata tor # ana area of farms for 1971 is not available.
1971 figures, farms of 5.0U to 6.Y9 ha. include farms 7 to 9.9Y ha.

Thus, for
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E. Land kesources Information

Pnilippine agricultural development over the first b0 years of this
century essentially was a process of bringiny laind under cultivation at a rate
approximately that of population growth. In the 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 is estimatea chat the Philippines has approximately 10 willion
hectares of arable Tand available.

Of the 7.8 million hectares officially classified as tarmed, three crops
-- rice, corn’ana coconut -- are grown extensively. In 1980, nearly 88
percent of the total hectarage was devoted to these three crops. Uther areas
Were usea to yrow sugar (3.2%), rootcrops (1.4%) and coffee (1.3%).

Table 6
Area of Farms by Land Use
1971 & 19¢
1971 1980
LAND St Bt et LT P
Area ‘ Area
(hectares) Per cent (hectares) Percent
To ta l 188248923!.,8713‘2 B]ZUS()S:I(JILJ! Pg -9&4 l5ﬁ4=§l51 !l&xu U:.a_g' U(Jl

Plantea to annual crops 3,891,982 45.82 4,487,679 44.56

Plantea to permanent

crops 2,532,166 29.80 3,313,054 36.67
Lying iale 752,272 8.86 - ---
Under permanent meadows

ana pastures 690,988 8.14 610,125 6.75
Coverea with forest

growth 433,707 5.1

623,496* 7.02
A1l other lanas 192,620 2.27

source: national Census and Statistics Utfice,
1971 anu 198U Censuses of Agriculture

Note: * For the 198U Census, categories titled "lands considered covered
with forest growth" ana "all other lanas" were combined.
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I1. OVERVIEW OF PHILIPPINE LAND REFORM EFFORTS

A. Introduction: Land Keform Prior to CARP

historically, Philippine agricultural tenure has been largely of a feudal
character. The lanaowner, called ‘cacique', and the tenant, known as
‘aparcero' or 'lasama', operatea under a well-estab]isned crop-shariny 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 system 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 faruers accuiulated enough capital to
become landlords thewselves. Many ot these nouveau riche landlords inherited
none ot tne tradition of noblesse oblige, which the old cacique families
observed. To them, the relationship between landlora and tenant often became
skewed to the aavantage of the landlord. Tnis attitude added to the growing
aiscontent among tenant farmers. It pecame clear that under the new economic
and social conditions which were evident, not only was the tenant farier's
cash income inadequate, his farm became substandard even as a subsistence unit.

Lony before agrarian unrest had become a major social problem in the
Philippines, public policy haa been expressed as favoring the development of a
broader base population element of indepenaent working farmers, instead of
tenant farmers. This principle was expressed early by the Uniteu States
Longress in the Urganic Act of 1902, regulating the disposal of the public
domain in the Pnilippines. 1t provided for homesteading anud limitea the size
of agricultural public lanas which could be acquirea. Shortly thereafter, in
1903, the U.S. purchased some 153,000 hectares owned by the Spanish friars tc
relieve discontent among the tenants (during the Spanish colonial period,
supbstantial tracts of lana, referrea to as Friars' lands, were acquired by
various religious orders). Philippine land reform haa begun.

The morientum for land reform was short-liveu however. American political
aependence on landlords during the early years of *his century, and the rapid
growtn of Philippine exports of sugar, abaca ana coconut 01] following the
opening of free trade between the Unitea States and the Philippines in 1904,
aissuaded the Auerican colonial government, despite frequently expressed
interest and activity of American officials on behalf of the under-privileyed,
from actively pursuing land reform efforts.

Motivated by unsatisfactory tenurial conditions and continued landowner
abuses, the Philippines experienced peasant revolts in tne 1930s. The First
Filipino legislative initiative related to agrarian reform was taken in 1933,
when Senate President (uezon, reacting to the inequities of tenancy contracts
in the rice and sugar areas of Central Luzon and Negros, pushed through
legisla-ion dividing the product between tenant ana landholder. This
legislation, however, like most of the succeeding acts passed prior to 1Ybb,
lacked provision for implementation or enforcement.
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Not content with simply the vegulation of public lands, the drafters of
the 1935 Philippine Constitution recognized the growing socio-economic
problems of the times which resulted from the antiquated tenancy
relationships. Provision was made for the expropriation ot landed estates for
resale, and for the Timitation in size of agricultura) lands for private
ownership. After the inauguration of the Comionwealth, additional lana reform
legislation was enacted in 1939, 1940 and 1946. Such legislation tended to
emphasize a social justice theme which treatea the problem primarily as one of
equity, The legislation, however, failed to provide for implementation of any
meaningful efforts in land reform ang tenancy rates for the nation actually
increasea froni 22 percent in 1918 to 35 percent by 1y52.

The United States government was directly arawn into the fielg ¢r landa
reforin in the Philippines as a result of stud.2s conaucted by the Bell Mission
in 1950. That Mission recommended U.5. yovernment assistance to the
Philippines if the Quirino aaministration would adopt certain tax legislation
ana other reform policies. Although reports at the time urgeud drastic lana
reform neasures to be adopted, no legislation was introauced until Ramon
Magsaysay, whose campaign had urged land for the landless, necame President of
tne Pnilippines in 1yb4.

In 1954 and 1955, President Magsaysay persuaded the Philippine Congress to
pass four pieces of land reforn legisiaiion over the opposition of landowners,
incluaing Tne Lana Keform Act of 1955. As finally enacted however, tne
proposed legislation was weakened and the prograu was under-financed, poorly
adrlinisterea, and in places, corrupted. Nonetheless, there were sone
iprovenients and better enforcement over previous legislative attempts. As
long as President Magsaysay was alive, the cooperative institutions
establisheua by his legislation, such as tne Lana Tenure Administration,
functioneu efficiently. Following nis tragic death, the program collapsed.

In 1963, with tenancy rates in Central Luzon ranging from 70 percent to §5
percent, President Macapagal, who had also promised lana reform in nis
election campaign, succeeded in persuadinyg the Philippine Congress to pass
well-stugied and comprehensive legislation (Agrarian Reform Code, also known
as Republic Act 3844). By this time the balance of political forces had
shiftea sufficiently that landlord resistance might have been overcome if the
program had not been unger-financed, imperfectly administered ang frequently
used as a vehicle for political ends rather than for the achievement of
economic and social objectives. After initial successes, it tfinally broke
down. Wnen President Marcos assumed office in 1565, ne continued tne proyram,
but with the proclamation of far more land reform areas than could be financeu
and with unsolvea management and auministrative problems.

At the beginning of the martial law period in 1972, Presiaent Marcos
placea all tenantead rice and corn lands unger agrarian reforu through
Presigential Lecree (PU) No. 27. Pu 27 provided tor the transfer ot ownership
of privately-ownea rice and corn lands cultivated under sharecropping or lease
tenancy. This program became known as Uperation Land Transfer (ULT).
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The eligible tennant-rarmers were declared "deemed owners" of the land
they tilled, up to a size of 3 hectares if irrigated, ang 5 hectares if not
irrigated. The total cost of the land, which was calculated by using the
average value of production of the lana for the three years prior to 197¢
mltiplied 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. It was
originally foreseen that, after the ful] payment of the cost of the land, the
foruwer tenants would receive Emancipation Patents (EPs), a step less than a
fee-simple title, which banned the pank from foreclosing on the beneficiary
ana provided for transfer within families. EPs also haa a limiteu effect on
the ability ot the beneficiary to obtain proauction credit. (From vanuary
1986 onward, EPs were issued regardless of the amortization paid, with the
outstanainy balance noted on the back of the title.)

But President harcos grew weary of land reform when it becanme obvious that
it could no longer help him politically. Furthernore, there were aifficulties
in establishing compensation levels based on the value of production formula,
peasants lapsed into aefault on their land payments, and the program became
too expensive for the governwent to continue. Technically, ULT was also
hamperea by the lack of a nationwide Cadaster, problems of land valuation and
Corplicated payuent procedures. Meaningful agrarian reforw in the Philippines
was in a state of paralysis trom the mia 197Us through the 1986 Kevolution.
The political will to aavance the program was stifled and the economy dia not
permit sutficient financing to be mobilized for further implementation.

b. Comprehensive Agrarian Reform Program (CAkP) 1/
1. Legislative landate

Following the 1486 Revolution, the A:uino administration promised to
initiate a lanu reform progyram with the itent of equitably distributiny land
to those who tilled it. Articles XII, X:II and XIV of the 1987 Philippine
Constitution provide for a comprehensive agrarian reform prograw, covering all
ayricultural lands founded on the right of farmers and regular farm vworkers,
who are landless, to own, directly or collectively, the lands they till.
Article XIIl of the Constitution explicitly provides for the State to
undertake the just distripution of all agricultural lands, subject to the
rights of swall lanaowners, the homestead prior rights of small settlers and
the rights of inaigyenous cormunities to their ancestral lands. Althougn
priorities and retention limits were left to Congress to determine, just
compensation to landowners was prescribed.

Given its ayrarian retorm mandate, on July 17, 1987, President Aquino
approved EU No. 228, which provided for the expeditious implementation of land
reform activities unaer PU Wo. 27, i.e., principally OLT, ana prescribed that
beneficiaries who acquired land ger that PU were full owners of sucn land.

1/ Copies of selectea GUP laws, :xecutive orders and proclamations referrea
to in this document may 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 LBP bonds, extended repayment periods from 1%
to 2u years, included enforceable sanctions involving foreclosure if tenant )
beneficiaries were more than three amortization payments behind and introduced
an appeals proceaures for landown2ars protesting land valuations.

Five aays later, President Aquino issued Proclamation No. 13] instituting
CARP.  EU No. 229 (also issued July ¢z, 1987) states that CARP shall cover a]l
public anu private agricultural land, regardless of tenurial arrangenents or
comnodity proauced and outlined the mechanisms for iuplementing CARP. A
Presigential Agrarian Keform Council (PAKC), chaired by tne President, was
createa to coordinate impiementation of the CARP and “ensure the tinely and
etfective aelivery of the necessary support services". The PAKC incluues 1]
Cabinet members, the President of the Land Bank and representatives of
agrarian reforu beneficiaries and atfected landowners. The Lepartment of
Agrarian xeform (UAR) serves as the lead agency, but is expected to work
closely with other aepartments, including the Department of Agriculture (UAj
and the lepartment of Environment ana Natural Resources (DENK) ana the Land
Bank of the Philippines (LBP). A conplete listing of all agencies includea in
PAKC can be founu in Annex A of this paper.

In June, 1988, President Ayuino signed into law KA No. 6657, the
Lomprehensive Agrarian Keform Law whicn aefines the coverage, priorities ana
retention limits of the CAKP. The scope of KA No. 6657 covers all public and
private agricultural lands and limits exeniptions 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.
hccoraing to PARC, the yoals of CAKP can be sunmied 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 farnworkers with the opportunity to enhance the
aignity and improve the quality of their lives through greater
agricultural proauctivity,

== to carry out the provisions of the Article on social justice in the
1486 Lonstitution, and

== to heed the call of the times for Change ana for an agrarian reform
proygram that is workable anag sufficiently fundea.

It is recognized that the CAKP wi]]l require an enormous effort in human
and financial capital to implement as it seeks not only to provide EPs to
small farmers ana farmworkers out also the necessary support services required
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of a comprehensive land reform progran. The Aquino Administration recognizes
that adequate support services nust be provided to new land owners it agrarian
reform s to be successful. Services include the provision of physical
infrastructure (farm-to-market roads, electricity, irrigation, post harvest
tacilities, etc.) access to proauction credit and other farm inputs, surveys
and data base management, research anu developnent ana institutional
strengthening of iplementing agencies.

3. Planned Implementation of CAkP

Tne CAKP envisions a phased approach to lana reform, with an ultimate
target of 10.3 million hectares ang nearly 3.9 willion beneficiaries. CARP
incluues both land transfer activities and non-land transfer distributive
activities. Lands to ve transferred under the program fall into four broaa
categories: a) all alienable ana disposaple (A & D) lands of tne public aomain
dgevoteu to or suitaple for agriculture; u) all lands of the public domain in
excess of the specific limits as determinea by Conyress; c) all other lanus
ownea by the governuent aevotea to or suitable for agriculture; ana d) alj
private lanas devoteu to or suitable for agriculture regardless of the
agricultural proaucts raiseu or that can be raisea thereon.

Non-land transfer distributive activities allowed unaer the program
include: a) production sharing agreenents between landowners and farmworkers;
L) certain ccirporate lanaownership schemes; c) lease and management contracts
registered prior to the approval of tu ¢29; anu u) the Integrated Social
Forestry Program, wnich seeks to improve productivity and ecologica? stability
in forest areas by assigniny stewardship rights to beneficiaries.

The GUP plans to implenent both land transfer and otner distributive
activities in three pnases. Pnase 1 will concen*rate on lana transfer of rice
and corn lanus originally slated to be transferred under PD 27; idle or
abandoneu lands, private lanas voluntarily offered for sale; land foreclosed
by government financial institutions, PCGa-acquired land; and government owned
agricultural land. Phase 1l will include both land transfer and other
uistributive activities ana will cover alienable ana disposable public
agricultural lana; arable public land under agroforest, pasture and
agricultural leases alreaay planted to crops, public ayricultural lana to be
openea for development ana resettlement, anu the excess amount over 5y
hectares of private agricultura! lanas. Phase IlT will cover the lana
transfer of other private agricultural lands.

Phase I is scheaulea to be implementea over a perioa of seven years, from
1987 through 19Y4 (rice ana corn lands are to implementea over a four-year
perioa only; 1987 through 1991). Phase II is to pe implemented over a similar
period beyinning in 198/ throuyh 1944, except that integrated social forestry
areas will continue to be implemented thorough 1Y47. Phase III will be
implementea in two scheaules, i.e., beginning the fourth year, anu to be
Completea within three years, for landholdings above 24 hectares up to 5
hectares, and beginning the sixth yeéar, ana to be completed within four years,
landholaings froii the retention limit up to 24 hectares.
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Table 7
Coverage of Planned CARP Implementation
1987 - 1997
Hectares Covered Beneficiaries
Phase I 1,454,800 ha. 765,004
Rice and Corn Lands 727,800 b2¢,b7%
lale anu Abandoned Lanas 250,000 83,33¢
Voluntary Otfers 400,000 135,335
Surrendered/Sequestered Lands 2,500 833
GUP-owned Agricultural Lands 74,500 24,834
Phase II 7,487,900 ha. ¢,685,30¢
Public A & U Lands and Lands 4,545,000 1,721,00u
under Agriculture Leases
Integrated Social Forestry 1,880,000 626,667
Resettlements 478,500 154,500
Private Agriculture Lands 534,400 178,135
in excess of 50 hectares
Phase I11 1,352,900 ha. 450,96b

Uther Private Ayricultural Lands

5.01 to 24 hectares 1,049,800 344,432
¢4.01 to 50 hectares 303, 100 101,034
TU TALS : 3 IUQS'ZI ‘5‘,P?L"_l l:JI’JLQ]iI’L;'IS

source: Couiprehensive Agrarian Keform Program, Volume I and Volume 1],
Economic ana Fiscal Implications, Presidential Agrarian Reforn
Louncil, Septeiber, 1988.
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The projected cropping pattern for eacii CAKV implementation phase is
Summarized in Table &. The traditiona] crops included in Phase | are
irrigated/unirrigated rice and corn. The only changes likely in this pattern
during iuplementation are the increasing ratio of lands devotea to irrigatea
rice to non-irrigated rice because of the construction of irrigation
facilities under the CARP and a shifting in unirrigated rice lanas to corn due
to the relatively higher profitability and the neea to satisty increasing
aemand for livestock feeds.

At present, lands under voluntary offers for sale are mostly devoted to
Sugarcane and coconut or are iale and abandoned lands. It is expecteu that
there will be ‘some expansion of cultivated areas in the idle and abandonea
landas as well as an intensification in other lanus, especially in coconut
lanus where intercropping will be practiced.

Ut all the planned implementation phases of CAKP, Phase Il has the
yreatest potential for expanaing the cultivated area. knhile soil surveys will
be needed to determine the appropriate crop mix for the different types of
lanus under this pnase, it is expected tnat the cultivation of such crops as
\virrigated rice, corn, coffee, cacao, peanut, mungbean, manyo and other

non-traditional fruit trees would be initiated.

hcross the three phases, it is in Phase 1]I where lands are relatively
well-aevelopea and a considerable portion are corporate farms. The most
contiion crops grown are coconut, sugarcane, tobacco, abaca ana coftee. The
potential for expanding the cultivatea land area under tnis phase is
practically nil althouyn the use of improveu ayro-technoloyy could improve
yields somewhat.

4. Program Management

Althouyh PARC 1is responsible for the implementation of CAKP, as the
Executive Secretariat of PAK(, the LAK is the central aaministrative unit
Charged with overseeing CARP implementation. The LAK is currently
strengthening ana increasing its staff size from 9,000 to 14,50U0. These
aaaitional workers will be contracted employees who will assist in tne conduct
of lana surveys and augment clerical staff in processing the expected large
number ot EFs to be issued. The UAK recognizes that sheer numbers of workers
will not guarantee success in the implementation of CAKP. Personnel skills
will have to be up-graded and monitoring/reporting systems designed to effect
the simootn implementation of CAKP. Therefore, the VAK has recently contracted
tor an analysis of needs for the inplementation of a CARP management
information system and tested it on a pilot basis covering three regions.

The quasi-juaicial powers of UAR, to determine ana adjugicate ayrarian
refori conflicts ana disputes, as provided under LU No. 22Y and retainea by KA
NO. bbb/, will reyuire UAR to also employ a number of highly skilled
personnel. Uifficulties are expectea in filling positions witnh qualitiea
personnel, sucn as lawyers, where compensation and employwment conditions are
more attractive in private practice.
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Table &

Summary of Land-Use by Implementation Phase

Physical Area, with CARP

PRUGR A  AKEA
(1,000 Ha.)
PHASE 1 1,454
Field Crops
lrrigated Kice 327
uplana Rice 290
Lorn 300
rungbean ¢
Peanut 13
Sugarcane 115
Perennials
Hango 25
Loconut 150
Abaca 75
Coffee 75
Rubber 50
Banana Z
Cacao 20
PHASE I 7,488
Fiela Crops
Irrigatea Kice Y48
Uplanu Rice &8u
Lorn 1,200
Itungbean 78
Peanut 47
Veyetables 55
Sugarcane 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.)
Perennia[§
Coffee 75
Cacao 60
Coconut 2,825
Cassava 135
Mango 25
Rubber 15
Abaca 37
Banana 188
Other Perennials - 180
Timber 500
PHASE 111 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

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 the 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 areéas 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 required for the declaration of .
ancestral land reserves. NAMRIA i< vetter 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 Tands. 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 0ffices 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 cost of CARP from 1987 through 1997
is estimated at p402.7 billion, 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 estimatea 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 p4,000 to
P5,000 per hectare, credit support is estimated at P159.5 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 P15.4 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
is estimated that for the implementation period 1987-1997, total receipts to
oe 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 P3.81 biltion. 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
P254 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 ¢ 254
million).

The SARF budget in 1988 was for P6.5 billion ($303 million). oOf this,
P2.0 billion ($94 million) was to go towards current operating expendi tures,
and P4.5 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 6.9 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 ¢>ficits of 2.9 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.1.D. program funding to be
included into CARP for 1989.
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Table 9

SOURCES AND USES OF FUNDS FOR THE SARF
1987 to 1997
(Billions of Pesos)

SOURCES OF FUNDS USES OF FUNDS
| | Tand Survey * 2 | P 2.9
| PCGG P 28.3 | I
I | |
I I I
| APT P 21.9 | Landowner's , , |
: Land Amortization P 2.8 : Compenszation 24% | P 97.4
|
I | I
| LBP Bonds I l
I P 71.8 I |
| | |
/ e ya / I
v/ s /A/// // // | Payment of Maturing |
L’Uﬁ term1ned’$ourc P 30.1 | Bonds 132 | P 54.6
[/ ST | |
| Identified Foreign Donor** T%’I P 1.3 | PreTiminary Activities 12 | P 1.4
|/ - ,/// v VR I I
I /, IS ' .f:‘I | Extension 4 | P 15.4
| S A | |
I<{( / / ' /’ I i I
[./Un dent1f1ed Fore1gn ' | I I
|/ ors // 36§/| [ I
]I / / / /l } Credit 40% | P159.5
- |
V2 / | A a2 | |
// ,"’ // ’ ’ / '
'// /o // -y | l I
I I I I
I [ I I
[ : | Infrastructure 62 | P 25.7
I I I
| Collections and I I I
| Revenues from Credit 25% | P100.3 | Support to Agencies 11% | P 45.8
I | I I
I [ | I
Totals paoz.7 Totals 402.7

* Land survey, EP Generation/Distribution Patents. EP Registration and titling.
** Includes USAID grant of $50 million.

//// - anticipated funds deficit

Exchange rate $1=21 pesos



C. txpecteu lmpact

Accoraing to the GUP, the successful implementation of CARP is expectea to
have a positive effect on rural incomes, employment yeneration, agricultural
Prouuctivity ana economic/political stability. Althougnh it may be aifficult
to justity these expectations at this time, it can pbe saia that the economic
rationale of CAKF, based on equity, is defensible. The longer term effects of
lanu reform lie in its restructuring of the ownership patterns of rural
society so that a much larger proportion of the population can be reached by,
ana can penefit from productivity-increasing projects and interventions in tnhe
ayriculture sector.

n1so, it is significant to note that a connion feature of tnose economies,
sucn vapan ana horea, whicn have experienceu rapic 2conomic growth
assC. ‘ed with equity - such that the benefits from owtn were not
conce rated mainly amony the wealthy - are those in ~fiich an effective and
Comprenensive lanu reform have peen inplemented. Baseu on the experience of
these countries, a far-reacning lanu reform program is clearly not
inconsistent with rapia economic growth. There is good reason to believe that
1t is consistent with r pia social aevelopm-nt (for riore on the social
consequences of CAKP, see Annex H to this paper).

Finally, CARP ofters an opportunity for various centers of Philippine
political power to converye, understana ana more ¢learly uelineate positions
ana yoals. With its fast growing population ana effectively-closea lana
frontiers, there will be continuing pressure on the lanc ang continuing
agitation for reform. CAKP is suchn a massive proyram, its fundiny
requirenents so encompassiny that, in one way or another, it will have a
agirect beariny on most Filipinos.

The priwary beneficiaries will be those Filipinos who are swuall tarners
and who benefit airectly unaer CAKP as recipients ot tmancipation Patients or
proauction loans. Uther direct beneficiaries incluc: inaividuals who receive
training to introauce new or up-yrace existiny skills anu private sector firms
expectea to be contracted by the GUP to perforu land surveys, construct
infrastructure projects and conauct training. Indirect beneficiaries incluae
swall farwers who penefit trom the completion of infrastructure progects wnich
aia specific locales or regions in which they reside, anu private sector firns
which provide the materials ana services associated with infrastructure
activities.

U. Analysis of the Risks of CAKP

CAKP, as a massive reaistributive undertaking, has substantial associated
risks. These risks fall into three broad categories: political, financial,
ana economic. In aadition to these risks undernining the probability of
successful implementation of the program, success itselt is also associated
with risks. For instance, fa'tering political commitment, insufficient
financial resources, ana the wuP's general difficulties in implenenting public
investinent projects may constrain CARP's conpletion. However, other problens, )
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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 1ikelv tn
become increasingly worrisome later on. Furthermore, the ARSP is designed
with these risks in mind, and A.I.D. support will be 1imited to the least
controversial aspects of the CARP. Finally, A.I1.D. believes that its
assistance may serve to alleviate some of the risks of CARP. Therefore A.1.D.
believes that the ARSP is Justified, despite the political, financial, and
economic risks associated with CARP outlined helow.

Political Risks

An important risk associated with CARP's implementation is the possibility
that political commitment to the pProgram at the central level might wane.
Already, the GOP has granted several exemptions to the program and a 10-vear
deferment for private commercial farms. Momentum will particularly be at risk
in 1992, when the next presidential elections are scheduled. Another

Mindanao. 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. If implementation drags on for
years, tenant frustration may lead to unrest and political instahility, thus
aggravating the problem that CARP was designed to address. In additinn, the
rhetorical and financial support that the United States is providing TARP
increases the risk that the United States may be used as 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 program. The total cost of the program
is presently estimated at p402.7 billion, or $19.2 billion. This figure
represents 344 percent of total 1989 budget apvropriations for all activities
under 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

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 financial
terms 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 in cash (1andowners who voluntarily offer their land for
sale will receive an additional § percent in cash as an incentive). The
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reiainder will be in the form of transterable and negotiable 10-year Land Bank
bonds, which will have interest rates aiigneu with 9] day Treasury bill rates,
With 1U percent of tne face value maturing each year from the date of
issuance. Beneficiaries will pay the Lana bank in 3uU annual amortization
payuwents at 6 percent interest. The differential in financia] terms, plus the
possibility that interest payments to former lanaowners could skyrocket, will
put an enormous strain on the Land Bank, whose viability may come into
Jeoparuy. Were this to happen, political forces woula almost certainly force
the GUP to bail L8P out, however, such a bailout would sinultaneously add
anotner budgetary burden to the GuP and undermine the GUP's efforts to wean
financial institutions such as Lyp from state support. This potential provlem
Will be further exacerbated 1f the Gub interprets “fair compensation" to
landowners (imanaatea in CARL) to mean full warket value, as =~ . seems likely.

Economic Kisks

Une weakness of CARP, as it is presently designed, is that there is too
much eriphasis on asset transfer. Althougn the wuP expects that ultimately,
agricultural proauction and faruers' income will increase, the ieans by whicn
t~is is supposea to happen is at this point still not sufficiently
articuiated. However, unless beneticiaries' incone increases, many are likely
to ve unable to hola on to their newly acquired asset. Tne support services
dnu infrastructure components of CARP will therefore be crucial to the success
of the program as a whole. However, the GUP has hau substantial aifficulties
in noving tne capital outlays portion of its puuget, and to iinplement the
planneu infrastructure projects unuer CAKP nay prove aifficult.

Uther economic risks involve the possibility that agricultural proauction
may actually fall as a result of the program. uncertainty in the ten years
scheauleu for CAKP's implementation may discourage investment. If tne lang
transfer is successtul, productive units iy be broken up and it may take somue
tine betore the new beneficiaries attain similar proauction levels. Anotner
risk is that CARP will create a large number of very small farus (the implied
average farm size for the program as a whcle is only 2.b hectares; wuicn will
be too swall to alleviate poverty significantly. Finally, the large buugetary
outlays ana the creait expansion associated with CARP wil] likely ada to
intlationary pressures on the economy.

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

The bulk ot the political risks of CAKP pertain to the lanu transfer
component of the program. However, A.l.U. has designea AKSP so that A.l.U.'s
involvement will pe Timitea to the least politically controversial aspects of
the program. Furthermore, A.1.D. pelieves that foreign donors' involvement
and resources at the early stages of CARP's implementation increase the
" kelinood that the GUP will be able to maintain womentum. Anotner
J tification for A.1.U. support despite the political risks associatea with
L’ is that the program need not ve fully implemented in oraer to be
"s.ccesstul". For instance, even if only hundreds of tnousands of hectares of
puvlicly held ana foreclosed lanus were transterrea, there woula still] be
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penefits, as tne status of squatters were forualized and such faruers were
given greater stake in the system and incentive to invest. A.l.U. therefore
believes that even if CARP is only partially inplemented, sufficient political
penefits are likely to Justity the potential risks.

sufticient resources t¢ cover CAKP implementation activities throuyn 1y9u.
The GUP projects a swall aeficit in 1997, which will likely be coverea by
foreign aonor commitments now being maue. Furthermore, tne program is still
evolving, ana turther refinenents could well Tower tne total costs to the Gup
of implementing the program. For instance, voluntary stock options now beiny
consiaered by several multinational corporations coula reduce the lanag
acquisition costs to thne GUP. (ARP may, therefore, turn out to pe
overbuugetted,

While tne potential costs to Land Bank and ultimately the government due
to the aifferent tinancial terms of the Collpensation and acquisition peckages
are high, tnese costs will not really kick in until after signiticant
transters ot private lana have taken place, which will not ve until tne later
years of the program. A final consiaeration is the possinility that AKSP may
encourage financial pruaence on the part of LBP, since A.I.u. resources wi]]
ve available for proauction credit only insofar as tne creuit is market rate
orientea and is repaia.

A.l.U. also pelieves that the economic risks to CAKP are containable in
the early years of its inplenentation. Asset transter per se aoes not
necessarily translate into economic benefits for society as a whole, therefore
in the long term, the GUP's ability to implement neeaeq infrastructural
projects will be crucial in determining beneficiaries' future production ana
incone levels ana the success of the program as a whole. However, the GUP
expects that CAKRP implementation activities in the early years of the program
Will be concentrated on rice and corn lanas in relatively aevelopea areas,
where adeyuate infrastructural ang support structures already exist. For the
years of AKSP coverage, then, the majority of CARP beneficiaries will Tikely
Le able to generate sufficient proauction and income to be able to retain
control over their newly acquired asset. Even it small, the landholaings will
represent an inprovenent over the present situation. while they may not pe
the 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 to run geficits
dna when credit begins to éxpand more rapidly. Finally, A.1.U. believes that
the activities that AKSP will be supporting, such as lana surveys, market
roaas, impoundient dams, are economically worthwhile irrespective of what
happens to LAKP as a whole.

k. Constraints to CAKP Implementation

Witn the issuance of EU 228 ang EU €29 in 1987, agrarian reform activities .
under the Aquino aaministration were officially initiatea. Implementation of
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Prografmis covered by PU £7 were targetted tirst. Ur the 8¢2,000 hectares
originally to be covered in tne ULT (and 688,000 beneficiaries), 557,000
hectares (and 398,000 beneficiaries) remained to be coverea as ot 1987 (see
Table 10). The achieveuents since 1972 of ULT include the issuing of EPs to
190,000 beneficiaries in respect of 265,00V nectares of land, or 3y percent of
prograu objectives. There is, clearly, wige scope for improving
administrative arrangeunents that woulo expeaite progress under PU ¢7.

Jable 1u

OLT (PD 27) Achievements

Area coverea Beneticiaries
(T000 ha) ("uou)
Full Program Loverage 82¢ 588
Completion (1972-1986) 265 19U
Remaining (1957-1940) 557 348

In 1967, tne ULT program accomplishea only 47.1 percent of its plan target
of 170,000 hectares, however, the lana distributeu auring this perioa, sU, 145
hectares, accountea for over 23 percent of the total lang aistributea since
the 'aunching of tne program in 1972! This dramatic improvenent can oe
attributed to (a) a series of inter-agency planning workshops conaucted at the
national, regional ana provincial levels whicn successfully integrateu UL]
activities, simplified systems and procedures on lana acquisition and
aistrivution anu decentralized DAK managenient authority; (b) the priority
placea by the PARL on the completion of the ULT program, ana (c) the provision
ot aaditional funding support.

Further, in preparation to the launching of the CAKP, a compulsory proygran
of landowners' registration was initiated in 1Y87. The purpose ot 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 expectea benefits derived from CARP
was begun. Preiiiiinary steps . organize Barangay Agrarian Keform Councils
(BAKCS) were institutea and the formulation of various operating policy
guiagelines for the implementation of CARP were issued during this perioa as
well. The PARC is currently in the process of finaliziny twenty sets of
guidelines for CAKP. Among the yuidelines still being reviewea by the LAK are
those governing multi-national corporations, commercial farms and
proauction/profit-shariny enterprises (list of guiaelines appears in Annex A
to tnis paper). :
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As previously mentioned, t| 2 legislative mandate is now in place which,
among other thingys, institutes an agrarian retorm proyram, proviages for tenure
security, establisnhes tne powers to execute the CARP, determines a Just lana
valuation, sets implenentation priorities, incluues enforceable sanctions
involviny foreclosure if a tenant beneficiary is benina in payments ana
outlines an appeals proceaure of lanuowners prctesting lana valuations.
However, there remains a nuuber of problems whicn will impede the
implenentation of CARP before signiticant accomplishnents can be realizea.

Those probleits relate to issues regarding the transter of beneficiary
riyghts obtainea frow the ULT prograni throuyn the sale or passing or rights,
inter-vivos, to heirs or otners, GUP land recoras wnich are inconiplete anu
aupTicative, land re-surveys whicn riust be completed on up to ZU percent of
the ULT areas; compensation provisions wnich nust be reviseud for rice and corn
lanas unaer ULT which are based on pre-197Z use of land values and are often
only a swall fraction of their true market value; BARCs, which are feant to
verity ana nelp estanlish land values, and are tar trou being tull, organized,
and ULT beneficiaries wno do not have the financial resources to pay taxes aue
on the lanu from the effective aate of transter, i.e., from 1972.

The potential problems, like its scope, are enormods unuer CAKP. The GUP
has concluded that agrarian reform is necessary for political stability ana as
a means ot increasing the number of Filipinos participating in, ana haviny an
impact on, econouic recovery efforts. The past attempts, ana failures, at
legitimate lana reform in the Philippines have only confirmed that to succeeaq,
LAKP nust pe comprenensive in scope, the legislative mandate as wel] as the
aaministrative framework nust be in place, the political will to support
agrarian reforn wust be shared by a majority throughout the Philippine
political spectrum; ana financing must be made available ang be conmensurate
with proyran obgectives.
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II1. PROGRAM OBJECTIVE AND STRATEGY

A.  Objective

The objective of the proposed AKSP is to assist the GOP in agrarian reform
eftorts by providing progran support ana monitoriny ana evaluation services
for the early implenentation phase of CARP.

The Unitea States nas_important political, economic anu strategic
interests in tne Philippines. Further, the Philippines has important
aevelopuent needs which the U.S. can help aadress. In recognition ot these
twin interests, tne U.S. Government has fosterea, with the Philippines, one of
1ts longest, uninterruptea aevelopuent assistance prograns anywnere in tne
world. It is recognized that a strong, economically sounu and aemocratic
Philippines is in the best interest of the United States.

Although trenendous economic strides have been naae since tne 198b
Kevolution, the Pnilippine economy, like its uemocracy, remains frail. Tne
CARP is a program intended to transform the agricultural pase ana permit more
Filipinos to share in their nation's economic revitali.ation by becoming full
partners in aevelcpient. This will not only allow a greater number to
participate in shaping their own gestinies, but will counteract insurgency
claims that the GUP is not serving the neeas of its people.

In becenver, 1467, tne U.S. Congress took the initiative anu earmarked $5U
million in Economic Support Funas (ESF) to assist in the Philippine Ayrarian
keforu effort, provideu that the following conditions were met by August 31,
1986

(1) The Government of the Philippines initiates an etfective agrarian
reforn progranm ana requests assistance from tne United States for
that proyram; and

(2) A substantial lagority of the resources for the jmplementation of
that program will be providea vy the wovernwent of the Pnilippines or
other non-united States donors or both.

The substantial majority of resources required under CARP will be proviceu
by the GUP or other non-U.S. donors. 1In fact, SARF nas alreaay expenued riore
resources than ARSP will miake available (see aiscussion on LARF financing
inclugea in Annex- B of this paper for getails). In June, 1988, A.l.U. reachea
the conclusion that “an effective agrarian refori proyraw, witnin the neaning
of the relevant provision ot the FY 1y38 Continuing kesolution has veen
initiated" (see STATE CABLE 209420, aateu June ¢Y, 1988, Annex 1), Tnis
aeteruination was based on the number of important steps taken anu the
pertormance ot tne GUP 1in implementing CAKP since the issuance of Eu hos. ceo
and 229 in July of 1Y87. Also, on April 7, 1986 the Mission receives tne GUP
letter ¢ -equest to assist in the impletientation of CAKP (see An'ex C).

Thus, the conuaitions requirea for the U.S. to assist Pnilippine agrarian
reforn ettorts have been satisfied.



-3 -

In the Mission's view, CARP continues to be an effective program. Tnis
assesswent is based on the accelerated Jevel of lanu surveys completed under
the ola ULT progran during the last year, the encouraginy trend in
disbursements realized during 1988 and the formulation of over twenty
imp]ementation.guiQe]ines auring the last six months of 1y&g which proviae

Given U.S. strategic and development interests, continuing
economic/political aifficulties in the Philippines, and the high priority
placeu by the .GUP on agrarian reform, this docunent presents a program for
A.I1.D. to channei its resources effectively to assist tne GUP in its agrarian
reforn efforts.

B. Strategy
1. Program versus Project Approach

The need to make an immediate inpact and reflect U.S. desires to assist in
agrarian retform efforts ot the GUP Justify the use of a program approach over,
that of a progect. As has been noted earlier, the GUP nas initiatea.an
effective agrarian reform progran, i.e., CARP. The inplenenting institutions,
while weak 1n many respects, are judgea to be adequate to iuplement the
Prograti. A proyram approach, with the release of dollar transfers continyent
upon the attainment ot tangible physical pertoruance indicators ana SAKF
budyet disbursements is tully consistent with the determination that CARF is
an efrective progran. uur Llannea assistance is designeu to alleviate a basic
financial resource constraint to the initial iuplewentation of CAKP (see the
analysis ot SAKF containeu in Annex B). 1t therefore, is appropriate for
A.l.U. to proviae assistance to an existing, effective GUP program rather tnan
to aesiyn anu attempt to inplenent a separate activity to complinent LAKP.
Furtner, our aesire to show support for GUP agrarian reform efforts within a
two-year time frame argues against the use of a project approach.

¢. kelationship to Mission Strategy and PU-13 Guidance

The goal of the Mission's interim strategy in the Philippines is to work
With the GUP ana the Philippine private sector to inprove 1iving stanaaras in
the country's rural areas. Rlthough support to CAKP will not necessarily
girectly improve agricultural productivity, generate greater employment or
increase rural income levels, our plannea assistance has the potential to
realize those objectives by allowing a larger proportion of the population to
participate in the economic progress of their nation ana pronote political
stability. Furtner, pesos Providea by the GUP which are associatea with tne
aollar aisbursements will finance tarm-to-market roads which will improve
rural access to rural narkets, funa the construction of irrigation systems
which should increase agricultural productivity; ana Support tne avaijlability
of formal creait through the increased use of production creait to
veneficiaries. Tnus, support for agrarian reform is consistent with the
airection ot the Mission's Interim <trategy.
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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;
in most situations, it will be more appropriate, politically and economically,
to pursue types of policies besides land reform in the policy dialogue between
A.I.D. and the GOP. In fact, USAID is carrying out an extensive and effective
policy dialogue with the GOP on improving agricultural policies under other
programs 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 reconmends 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. Qther 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 millign 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 P1.28 billion ($60.2 million) for five capital assistance
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projects. The ADB has agreed to provide an P& million ($380,000) grant to
finance feasibility studies. 1In addition, the Italian Lovernment and the Food
ana Agriculture Urganization (FAD) Jointly agreea to provide $6.1 million to
proviae institutional support to agencies involved in CAKP implementation
activities. )

A numper of other donors are consiaering support of agrarian reform
relatea activities in the near future. The oritish are now considerinyg a
request from UAR for a technical assistance grant for about $8U,2bU to do &
pilot nuclear farm project. The DAK nas requestea vapanese grant assistance
amounting to $35 million for agricultural support services and proiotion. The
Japanese are also consigering extendiny a sector loan for CARP through an
agricultural development program. The GUP has alsu asked the AUB to finance &
45 million irrigation project. Further, under the yeneral Consultative Group
neeting scheauled to comience on July 2, 1989, in Tokyo, the GUP is expectea
to outline their neeas and solicit commitments frow aonors to provide
tinancing for specitic portions of the CAKP. It ig expectea that the
Lonsultative Group will involve the Unitea States, Japan, West Germany, treat
britain, the World Bank and other major donors.

To ensure that there is no double tinancing of SAKF disbursenents by AKSP
anu by other aonors, tne GUP will include a Certitication in the final auditeq
reports that disbursements attributable to AKSP funded buaget items were not
financea by other donor prograis.
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Iv. PROGRAM DESCRIPTION

A. The Program

Specifically, ARSP is designed as sector assistance with quantifiable
physical and financial performance indicators. The MRSP will provide $50
million in grant assistance. Of this total, approximately $47.5 million will
be available as program assistance to fund mutually agreed upon and eligible
SARF budget line items.- The remaining $2.5 million will f inance 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 activities
under the OLT component of CARP in the 18 - month period from January 1, 1989
to June 30, 1990.

The program assistance will be disbursed in tranches. As ARSP is
designed, there may be several tranches of dollar releases. The first tranche
Wwill be released as soon after program execution as the conditions precedent
(CPs) can be mt and is based upon the GOP's reported physical accomplishments
for the first two quarters of 1989 and on the GOP's reported disbursements in
the first quarters of 1989 and reasonably anticipated disbursements for the
last 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 attainment
of mutually agreed to physical performance targets and reported and reasonably
anticipated SARF peso disbursements for mutually agreed upon eligible budget
line items, adjusted if necessary on the basis of the results of monitoring.
Upon receipt of each dollar tranche, the GOP wil] 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 is contingent upon meeting
both "tests" addresses the need to encourage CARP performance and support SARF
disbursements. The use of a physical performance indicator test ensures that
A.1.D. disburses dollars only after the GOP has realized significant
accomplishments in CARP's central activities: surveying land, and generating
and distributing EPs. The use of a SARF disbursement test ensures that
A.I.D.'s disbursements under ARSP are 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 1ikely to get a larger share of the
A.1.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 to
track the uses of the dollars and local currency. The details are discussed
in Section V, Financial Arrangements and Implementation Plan, Implementation
Process: Disbursements & Controls.

An accounting firm under an A.I.D. direct contract will verify both
physical performance progress and SARF budget disbursements by reviewing
submitted quarterly CARP progress reports and unaudited financial reports.
The GOP's system for measuring physical progress indicators, while
conceptually sound, is new and is only 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. [t is understood
that if the 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. The
evaluation will involve an estimated eight person months of effort and cost
approximately 3253,000. Al1 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 attainment
of progress as reflected in ARSF physical performance indicators and SARF
budgetary disbursements.

(1) Physical Performance Test: With regard to progress in meeting
physical performance indicators, targets have already been established by the
PARC. Five of these targets have been selected as performance indicators in
the RSP: area surveyed, emancipation patents generated, in temms of number
and hectares covered; and emancipation patents distributed, again in terms of
numbers and hectares covered. CARP performance against these performance
indicators 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 the
size of all dollar disbursements. MSP'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, and
future progress benchmarks.
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Table 11
Performance Indicators

Physical Target 198 1987 1988 19 1989
GOP GOP GOP RSP
Target Progress Target Benchmarks

Area Surveyed (ha) 259,148 139,494 171,120 140,500 961,000 182,695

EPs
Generated (ha) 42,339 92,230 98,000 141,404 355,000 176,987
(# of patents) 51,207 113,045 98,000 104,686 436,267 190,633
Distributed (ha) 33,937 66,036 98,000 100,947 355,000 131,223
(# of patents) 43,66] 87,470 98,000 106,254 436,267 138,130

A formula based upon the GOP's achievement: of 1989 physical targets has
been devised to determine the dollap amount to be tranched under this
criterion. This figure, when compared to the amount based on aggregate SARF

tranche amount. Progress in meeting these f jye targets has been and will
continue to pe uneven. Lland must first be Surveyed, then EPs generated and
finally distributed, Progress in meeting any one target is not entirely
dependent upon progress in other areas, and may vary significant]y at any
given point in time. Thus, the proposed disbursement formula attempts to
recognize this uneven progress and allow fop an amount to be tranched based on
this criterion only as long as progress in implementation of the CARP program
is realized,

The percentage of progress m
will be detennined,fqr each of the indicators, including orogress in excess of
100 percent, The percentages will be added together and aivided by the number
of indicators to determin. the average progress to date. The average

million Tess the monitoring and evaluation contract(s) ($2.5 million). The

resulting figure is rounded to the nearest $100,000 and is the amount of the

tranche value based on performance attained. This figure will then be put to

the second test of SARF budget disbursements. The last tranche will include

all residual funding, if performance and SARF budgetary disbursements warrant,

which may be Jess than the stated 3100,000 Tevel. an examle of how this
A R ANE



- 37 -

Physical Indicator RSP 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 %

Average percent progress = 106% / § = 21.2% -

$50 million Total A.I.D. assistance level ta CARP
less __ 2.5 million Funds in support of Monitaring
.2 million Base .
x 21.2%
$70.07 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 calculated
on the basis of SARF budgetary disbursements, will determine the actual
tranche amount.

(2) SARF Budgetary Needs Test: Unaudited SARF disbursement reports,
reasonable estimates of disbursements in the ensuing period, and ad justments
based on monitoring will provide the information for calculating the dollar
amounts of tranches based on disbursements made under eligible SARF budget
line items. For the first tranche, a report providing the estimated SARF
disbursements for eligible budget Tine items in the first two quarters of 1989
and reasonably anticipated disbursements for the Tast two quarters of 1989
will be the basis for calculating the dollar amounts of tranches based on
disbursements made under eligible SARF budget line items. The resulting
amount wil! be reduced by 20 per cent and converted into a dollar amount.
Subsequent determinations of the dollar tranche based on budget disbursements
will include adjustments based on the results of monitoring. In order to
permit dollar tranches to be made prior to the monitoring contractor's having
completed monitoring for all periods covered, $2.5 million will be withheld
for final disbursement after ali monitoring has been completed. If the amount

of a tranche based solely on performance indicators exceeds the amount for a

reflecting SARF budgetary disbursements exceeds the tranche amount according
to the attaimment of performance, the ]ower figure (in this case the amount
determined by performance attainment) will prevail. Adjustments figuring
accumulations and revisions to reports to determine the tranche value wil] 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 Attaimment

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.

Sacond Tranche

Tranche - Actual Previous = Current
Cumulative Amount Tranches Tranche Amount
Based upon Attainment
of Performance 24 5 19
Based upon SARF ‘
Budgetary Disbursements 12 5 7

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

Although the GOP reports progress in meeting CARP targets on a quarterly
basis, tranches will be in response to GQP 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
Jjudgment, provides a basis for determining reliability of data. Ad justments
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 jtems funded from the
Agrarian Reform Fund for CARP implementation activities for 1989 by agency and
activity. The generated pesos will support, in the 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. In detemining whether a credit program is subsidized
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Table 12

ELIGIBLE BUDGET LINE ITEMS FUNDED From THE AGRARIAN REFORM Fuap
BY AGENCY/ACTIVITY

AGENCY /ACTIVITY
Department of Agrarian Rerorm
Genera] Administration & Support Services
Land Acquisition ang Development (Servicas)
Agrarian Reform Beneficiarijag Development

Acquisition of Equipment
Regiona] Operations
Department of Agricuiture
Genera] Administration & Support Services
Regional Operations
Extension/Training
Department of Energy and Natura] Resources
Genera] Administration & Supnart Services
Regiona] Operations
Land Management Services
Forest 4Yanagement Services
Department of Public Works g Highways
Rural Roads
Small Water Impounding Dams
Rural Watap Supply
Department of Trade and Industry
General Operations Support Servicas
Regiona] Operations
Land Bank of the Philippines
: Operationa] Support
Loans Outlay
Credit
Land Registration Authority
General Administrative Services
Issuance of [ang Titles & Registration of Deeds
Nationa] Irrigation Administrat jon
: Communa ] Irrigation Systems

NB: For aach budget Tine Ttem I1sted above only maintenance, operating
éxpenses and capita] outlays are eTigible.

Percentage points below the quarterly simple average of weekly weighted
average interest rates on 91 to 180 day secured Ioans.by commercia]
banks, both as Compiled by the Central Bank of the Ph1lippines, and both
for the period for which support ig sought. '
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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. In addition, funds
provided or made available under the ARSP will not be used for disbursements
for (i) military or paramilitary purposes, (iij) equity transfers or subsidies
to government corporaticns or (iii) consumer subsidies.

Qut of the total of P6.2 billion budgeted for CARP, through the SARF
mechanism in 1989, Tine items which would be acceptable to A.I.D., excluding
all credit for purposes of discussion, amount to P3.36 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 £2.0 billion. If the
ARSP's generated pesos share were 70 percent of disbursements (seventy percent
of 2.0 billion share would equal P1.4 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 some of the dollars were not transferred
until 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 O0ffice of Rural and Agricultural Development (ORAD) will have major
responsibility for §dministering USAID's assistance to CARP. The moqitoring

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 conmittee will be formed to monitor
implementation progress under RSP. 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 Develapment; the Program 0ffice 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 minimize 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 and
Cﬁordinating 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 available
could be disbursed in 12 months of program execution. At any time, if

Recognizing that progress under SARF-funded actijvities may become delayed,
due to litigation or other unforeseen circumstances, performance benchmarks
may not be reached within the desired period after Program Agreement
execution. If this should happen, USAID will review with the GOP the issues
and problems preventing SARF-funded activities from reaching the nutually
agreed upon benchmarks. If USAID determines that the GOP has a continuing
strong commitment to the implementation of CARP despite whatever factors have
prevented these performance targets from being met and the GOP has identified
steps to resolve the impediments to reaching performance benchmarks, USAID may
elect to extend the time period in which performance would be reported and
disbursement of dollars made.

[f 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 notsbe altered in the
foreseeable future, USAID would consider termination of the Grant Agreement or
seek renegotiation of the terms of the Agreement. Accordingly, the GOP and
USAID may agree to reprogram funds obligated under the RSP provided all of
the statutory requirements were satisfied, including Congressional
Notification, if appropriate and authorizing and obligating instruments are
properly amended. In such a case, funds may be reprogrammed under ARSP as
program assistance in support of CARP activities not financed under SARF
and/or GOP agrarian reform activities not specifically implemented under
CARP. MSP funds that are obligated but not disbursed to the Special Dollar
Account would be returned to the U.S. Treasury if it were apparent to USAID
that RSP funding could not be reprogrammed to assist GOP agrarian reform
efforts effectively. In any decision to reprograin available ARSP funding

_outside of CARP, USAID would first have to make a determination that whatever
program 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 reprogramied funds incluce but are not limited to:
extension services ot the A, certain services of the Lana Managewent Bureau
any NAMRIA, and selected credit programs serviced by the L8P wnich are
included unuer CAKP but not financea under SAKF,; the construction ang
maintenance of selectea rural roads, irrigation systeums, electrification
aistribution, ana similar support activities currently beiny implementea by
the DPWH, the National Electrification Auministration anud by the Nationa]
Irrigation Administration which are required by LAKP as support services but

are not funaea by SAKF.
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v. FINANCIAL ARRANGEMENTS AND IMPLEMENTATION PLAN
A.  Implementaticy Process: Disbursements & Controls
1. Dollars

a. Initial Dollar Tranche

Upon satisfaction of the 1istad Conditions Precedent to initial transfer
of dollars to the GOP (see Section VI, Conditions Precedent, Covenants and
the Status of Negotiations) and fulfilliment 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 “MRSP Dollar Special Account". Funds
deposited in this Account will be used for payments to the IMF, [BRD, 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 RSP 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., in form and substance satisfactory to A.1.D. an
implementation plan and a schedule of payments.

A schedule of payments for each tranche (and any other balances in the
RSP Dollar Special Account) is a Condition Precedent to deposit of that
tranche in the ARSP Dollar Special Account in order 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 RSP Dollar Special Account in accordance with the
implementation plan. A1l dollar transfers will be drawn directly from the
MSP 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 in writing, 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 QP quarterly reports on physical performance and
unaudited disbursements [n addition, the GOP wi]l provide evidence
satisfactory to A.1.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
temms 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., in form 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 dollars
transferred will be deposited, together with a statement of the amount of
dollars to be deposited in each separate account; and (4) the GOP will furnish
to A.1.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 RSP Dollar Special Account. These
payments 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 Accouﬁt

Within one business day of deposit of dollars by A.I.D. in the 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 RSP 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 ve 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 RSP 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 in writing.

The GOP will transfer all the pesos from the ARSP Peso Special Account to the
Agrarian Reform Fund Account maintained at the Cantra] 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,
It will be responsible for timely and satisfactory implementation of MSP
activities including monitoring and reporting requirements. DAR will also be
tverseeing all other RSP participating agencies/departments i.e., the Central
8ank of the Philippines (CB), the DBM, the DOF, the-BTR, and other involved
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entitjes, for the preparation and submission to A.I.D. of documentation for

2. The Department of Finance

Together with DAR, the Department of Finance (DOF) will represent the GOP
in negotiating with A.1.0. 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 Piiilippines (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

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: o

b. In coordination with BTR, prepare and submit to A.1.0.,
Federal Reserve Bank branch numbers of the bank or banks with which the
dollars disbursed will be deposited, together with statements of amounts nf
dollars to be deposited in separate accounts with those banks.

¢. 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.I1.D. will be deposited.

d. Credit the peso proceeds of the A.1.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.1.D. agreed upon implementation plan.

f. Prepare and submit to A.1.D., evidence that the agreed upon
payments have been, or are being, made from the ARSP Dollar Special Account,
prior to disbursement by A.1.D. of the subsequent tranches of dollars.

9. Prepare and submit to A.1.D., the required quarterly
unaudited dollar disbursement reports. Submit to A.I1.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 DBM, 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 cumulat ive 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 Develcoment Authority

The National Economic and Development Authority (NEDA) is expected to
coordinate and act as the GOP secretariat leading up to the initiation of
negotiations. 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, .



- 47 -
VI. MONITORING, REPORTING AND EVALUATION REQUIREMENTS

As stated earlier, the implementation of ARSP wil] be monitored through
quarterly reports (which may be amended from time to time). These reports
Will include progress realized and implementation issues identified during the
reporting period, as well as financia] 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 depending upon the initial findings.

A. Physical Indicators

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

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).

Quarter]y progress will be verified throubh the services of an accounting

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 fol19wing quarter, and will contain, at a minimum, the following
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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. In addition, in the event that al1
grant funds are not disbursed within the 1989 calendar year, additional
audited reports covering the period(s) of time for which disbursemests of
grant funds were realized will be provided to USAID, These additional auditad

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 dqreement. The form
of the audited final 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 he
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, it may
discontinue the monitoring contract. .

(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: cumulative actual disbursements by specific budget category
through the end of the period reported for costs 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. 1In addition, in the event that al)
grant funds are not disbursed within the 1989 calendar year, additional
- audited reports covering the period(s) of time for which 44sbursements of
grant funds were realized will be provided to USAID. These additional audited
reports will be provided by December 31 of the year in which 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. Evaluatjon 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 the
evaluation is to assess ARSP and include an assessment of the qualitative
indicators of CARP progress. In general, the evaluation will review the
status of CARP implementation in 1ight of the performance indicators agreed
to. This assessment should consider the context in which the program has been
operating. This includes economic, political and social factors that have
affected CARP either negat ively 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 $ARF, the evaluation will review SARF performance as well as
procedures and documentation requirements of ARSP.

Finally, the evaluation will recommend whe ther MRSP should be amended. If
the program is to be amended, recommendations concerning changes in the
management of the program and other factors pertaining to improving
implementation will be made. In addition, 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 described. here, a four person team
consisting of an evaluation specialist, an agrarian reform expert, an
agricultural economist, and a financial manager will be needed for eight
person months of effort. They should have prior work experience with agrarian
reform programs, knowledge of the Asian, with emphasis on Philippine, land
reform experience and an understanding of program support activities. The
ARSP 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 and
administer evaluation services.



Expense Item (Monitoring) Amount
A.  Long-term Expatriate/Consultant
Salary - 18 months*, $285/day $112,860
Overhead - 100% x salary , 112,860
Post Differential - 15% x salary 17,000
Housing & Utilities . ' 27,000
Allowance/Benefits (Education
FICA, DBA, Medical, etc.) 20,000
International Travel 25,000
Incl. air fare, trans:art of household effects
In-country Travel 4,000
Per Diem - 100 days x 360/day 6,000
Sub-Total - Long-Term Consultant 324,720
B. Short-term (Local) Consultants
Consultant Costs - 11,960 man-days X-$100 per day 1,196,000
Qut of Pocket Costs (20% of Consultant Costs) 239,200
Contingency (5% Of Consultant & Out of Pocket Costs) 71,760
Sub-Total Short-Term Consultants 1,506,960
C. Home 0ffice Support (of Long-term (;onsu]tant) 20,000
D. Other Direct ‘osts
Exec. Secretarial Support 3200 x 18 months 3,600
Secretaries (4) $150 x 18 months x 4 10,800
Office Rent, utilities $1,000/month x 18 months 18,000
Communications, supplies (incl. computers) 75,000
Printing Reports 10,000
Miscellaneous (visas, medical exams, etc) 40,000 -
Vehicle Rental/Operating Expenses/Driver 30,000
ub-Total Other Direct Costs 189,400
E. Fixed Fee (10%) 204,108
Total Monitoring Budget ' $2,245,188
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Table 13
MRSP Monitoring and Evaluation Budgets

*Assuming 22 work days/month
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Table 13 (con'd)

MSP Monitoring and Evaluation Budgets

ILLUSTRATIVE BUDGET

Expense [tems (Evaluation)
Personne| Services (Specialist)
1. Agricultural Economist
Land Reform and Specialist
Finance and Credit Specialist
Administration and Evaluation Specialist
3285/day x 52 days each

Travel
1. International
RT (Wash/Mnl/Wash)
$3,000/trip x 4 trips
2. Local
- airfare: $100/trip x 12 trips (3 trips each)
= transportation (taxi, bus)
Subtotal

Per Diem .
1. International ($140 x 8 days - 2 days each)
2. Local
- Manila 394/day x 180 days (45 days each)
= Outside Manila ($60/day x 28 days (7 days each)
Subtotal

Other Costs

I. Supplies & Materials

2. Communications

3. Medical Expense (physical, shots, visa)
Subtotal

Overhead (200% of A)

Contingency (5% of A+8+C+D)

SUBTOTAL

Fixed Fee (10% of G)

Total Evaluation Budget

Amount

$59,280 .

12,000
1,200
3,000

16,200
1,120

16,920

1,680 -
19,720

7,000
3,000
1,000
17,000
118,560
5,310
230,070
23,007

253,077
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VII. CONDITIONS PRECEDENT! COVENANTS AND STATUS OF NEGOTIATIORS
A. Conditions Precedent to Disbursement

First Dollar Disbursement

Prior to the first transfer of dollars under the Grant, or to the issuance
by A.I.D. of documentation pursuant to which a transfer will be made, in
addition to standard conditions precedent (CPs) cesignating authorized
representatives and providing legal opinion, the GOP will, except as the
Parties may otherwise agree in writing, fumish to A.1.D. in form and
substance satisfactory to A.I.D.:

(1) an implementation plan specifying the responsibilities and
interrelationships of the entities involved in the implementation of RSP;

{2) a true, correct and complete copy of the COA memorandum setting forth
guidelines for the preparation and submission of audited reports of
disbursements in selected eligible budget categories under agreements with the
U.S. and;

(3) the written agreement of the GOP regarding the scope of work for
monitoring and evaluation services required under RSP,

Each Dol]af 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 to
A.1.D., in form and substance satisfactory to A.I.D., evidence that:

(a) the GOP is in substantial compliance with al] of the tems and
conditions 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 funds
held in the ARSP Dollar Special Account;

(c) a statement of the name, branch and U.S. Federal Reserve Bank Branch
number of each 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 disbursements for purposes
of calculating the size of the dollar tranche.

B. Covenants

1. Program Evaluation

The Parties agree to establish an evaluation program as part of the .
program. Except as the Parties otherwise agree in writing, the program will



- 53 -

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 RSP; (b) identification and evaluation of problem areas
or constraints which may inhibit such attaimment; 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, temination and representat ives, the following general
covenants are expected to be included in any executed program agreement:

(a) Periodic Meetings

The Parties agree on the importance of periodic consultations to discuss
progress under the Program and agree to meet whenever either Party considers
consultation with the other necessary with respect to the program,

(b) Annual Audit

The grantee shall arrange for the Commission on Audit (COA) to conduct an
annual 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) furmnish A.1.D. with such information and reports as A.I.D.
may reasonably request showing pesos provided by A.1.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 by
paragraph (A) above for at least three years from the date of last submission
to A.1.D. required under the program;

(C) afford representatives of A.1.D. at all reasonable times
access to inspect the documentation required under paragraph (B) above to
enable such representatives to make such expenditure verifications as they
deem necessary; and :

(2) In the case of any disbursement which is not supported by
documentation in accordance with the requirements of this agreement, or which
is'not used for purposes agreed upon hereunder, A.I.D. may require the grantee
to refund the dollar amount of such disbursement to the U.S. Treasury and to
refund the pesos to the Peso Special Account for such further uses as the
Parties may agree to in writing.

During Program Agreement negotiations, the Mission will incorporate into
the Agreement, appropriate language to cover the above temms 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 Program
are but some of the topics which have been discussed with PARC representatives
during the design of MRSP. However, it was 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
if the Bureau should “approve" this proposal, that the Mission be granted
redelegated authority to approve the PAAD so as to expeditiously conclude the
Program Agreement.
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LIST OF THE GOP AGENCIES
IN THE PRESIDENTIAL AGRARIAN REFORM COUNCIL

0ffice of the Presjdent
Department of Agrarian Reform
Department of AgricultureA

Department of Environment and Natural Resources
Department of Public Works and Highways
Land Bank of the Philippines

Oepartment of Budget and Management
Department of Finance

Department of Labor and Employment
Department of Trade and Industry
Oepartment of Local Government

National Economic and Development Authority

[\



10.
11.
12.
13.
14,

15,
16.

17.

18.

19.

20.

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

. Compulsory acquisition of private/public agricultural lands

. Processing of voluntary offer to sel] invalving 1andho]dings covered by

CARP

. Distribution of idle and abandoned land
. Miltinational corporations
. Commercial farming

. Registration of landowners (LISTASAKA 2)

Registration of CARP beneficiarias

. Land Valuation and Just compensation

Payment of beneficiaries for land compulsorily acquired by the government
Corporate landowners and stock distribution plans

Production sharing under EQ 229

Production and profit-sharing under RA 6657

Determination of leuse rentals of farmers on tenanted lands under
retention limits and lands not yet acquired under RA 6657

Organization of Provincial Agrarian reform coordinating Committee (PARCOM)

Conversion of agricultural lands to non-agricultural or change to other
agricultural uses

Policy guidelines and procedures in the redistribution of private
agricultural lands to CARP beneficiaries CoT

New policies and procedures governing redistribution and patenting of lots
on agricultural landed estates in favor of farmer-beneficiaries

New policy guidelinesg and procedures governing distribution and patenting
of lots in settlement projects

General Guidelines -- A guide to new CARP under RA 6657
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ANNEX B
SARF Analysis
Including Attachments
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Analysis of the Special Agrarian Reform Fund (SARF)

To ensure that implementation of the CARP would commence as soon as
possible, in 1987 the GOP appropriated P2.7 billion through €0 229 which was
funded solely by proceeds from the APT and PCGG. After discussions with
officials of the Department of Finance (DOF), Department of Budget and
Management (DBM), Bureau of Treasury (BTR), APT and DAR, a special fund code,
No. 5158, was created solely for the SARF. Funds received for the SARF are
deposited directly in fund code No. 5158 which are he]d by the BTR in a
noninterest bearing account. Releases of funds from the SARF follow similar
procedures as those of the GQOP except that PARC approves a7 releases to the
implementing agencies before funds are released. Funds that are not sxpended
(disbursements plus accounts payables) during the fiscal year by the

of the LBP. The LBP is the only CARP implementing agency exempted from
returning unexpended funds to the BTR at year end. .

As a result of czrtain sensitive items in the CARP budget, PARC has
divided sources of funding into two areas which are: (1) Land Acquisition and
Distribution (LAD); and (2) Post-Land Distribution Support Activities
(PLDSA). The LAD fundsg 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 LBP
bonds at market-based rates.

The GOP has designed a cash Mmanagement system for the sources of LAD funds
as they will initially use the “less expensive" funds from the APT and PCGG
early on in the Program and the more expensive funds from LBP later on.

The PLDSA fund will be used primarily to cover the costs of preliminary
activities, support to farmer-beneficiaries and support to CARP imp]ementing
ageicies. PLDSA will be funded from foreign donors and collection and
revenues from services provided by PLDSA. There has been a delay in securing
the initial funds for the PLDSA from the above sources because the PARC Just
completed and distributed, in September 1988, their proposal for foreign
project financing. Collection and revenues received from PLDSA services lag

support farmer-beneficiaries of CARP, However, the PARC has used- funds
identified for LAD activities for 1987 and 1988 to fund PLDSA costs to avoid a
delay in the implementation of the CARP.

Funds collected for LAD and PLDSA are deposited in the SARF with the BTR
in a noninterest bearing account. To ensure that the sources of funds are
only used for CARP, the BTR prepares and submits 3 monthly certified report to
PARC. This report includes details of remittances from the sources of funds
and the releases from the SARF to the appropriate CARP implementing agencies.
This monthly report allows PARC to monitor the activity of the SARF,



Uses of fuggg

Each vear the CARP implementing acencies submi* tg PARC, for review and
approval, tneir special buaget 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 suppiemental to regular budgets and are directly
attributable to the CARP. Review by PARC of these annual work and financial
plans is quite extensive and usually results in substantial reductions being
made to requests. For example, the PARC will not fund an extension worker
attacned to a CARP implementing agency if that worker does not devote 100
percent of their performance to CARP. Attachment 1 to this Annex provides a
detailed chart indicating-the flow of funds of the SARF and the requirements
of the CARP implementing agencies before funds are released.

To ensure the PARC has ful] control of fund releases from the SARF, DBM
will not release funds unless impl ementing agencies have PARC certification of
funds availability. The PARC certification of funds availability is signed by
PARC and BTR showing that funds are available for the impl ementing agency to
use in accordance to the approved annual work and financial plan.

Each CARP implementing agency has separate accounting systems to report
only those expenditures attributable to CARP. For the period 1987 to 1988,
actual releases from the SARF have been slow due to coordinating difficulties
among the various PARC agencies in setting up appropriate systems to implement
the CARP. However, the key agencies responsible for the implementation of
CARP have a number of systems in place to monitor CARP progress.

As part of this integrated approach to CARP monitoring, the PARC has
prepared standard Monitoring Forms to be completed by each implementing agency
on a quarterly basis (see Attachments 2 and 3 to this Annex). Monitoring Form
No. 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 variances between the actual and target amounts. Data
gathered from Monitoring Form No. 2 (Attachment 3) will reflect actual vs.
targetted physical targets accomplished for the quarter and year-to-date
totals. The introduction of these forms into the CARP monitoring system has
been slow, but PARC is in the process of expediting their use by all CARP
implementing agencies. PARC has recently announced that the release future

SARF Monitoring and Reporting

As mentioned above, PARC has implemented controls in monitoring the SARF
to ensure that funds are used solely for the CARP. A1) reports from the
implementing agencies will be sent directly to PARC, where they will be
reviewed and formatted into one consolidated report. Each implementing agency
will maintain records at their respective offices and the Commission on Audit
(COA) will ensure that the actual disbursements are CARP related and are part

7
'’



of the approved work and financial plan. COA wil] prepare, each quarter, a
separate disbursement report for fach 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 ensyre 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 wil]
avoid delays in implementation when modifications are requested by the
implementing agencies or when performance dictates that funds could be better
utilized in another CARP element. 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. Also, the
submission of required reports by the implementing agencies have bean
delayed. Certain implementing agencies, DENR and DA, are incurring problems
of identifying supplemental cnsts 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 Tittle actual
information to compare it with. The above limitations reflect the massive

Financial Analysis of the SARF

As Table 9 indicates, CARP tota] sources of funds will be §226.3 billion
and total uses of funds will be P402.6 billion. Thisg will leave an estimated
funds deficit of P176.3 billion (US $8.4 billion) or 442 additional sources
needed for the SARF. 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. However,

these-activities. PARC has presently incurred and has projected a substantial
funds deficit for PLDSA during the planned implementation period of CARP.

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 disbursementg (unaudited) as of
September 30, 1988, an¢ Foursn quarter projections for 1988 snow tne SARF wiil
have a substantial funds surplus of 74.6 billion for calendar year 1989. The
actual disbursements as of September 30, 1988 totals P844 million (US §40
million) representing 7336 million (40%) for LAD and 7508 million (60%) for
PLDSA. However, further analysis of the cash projections for the SARF shows
that the PLDSA will incur cumulative funds deficits of 72.9 and P18 billion
during 1989 and 1990 respectively (see graph 1 included in thjs Annex) .

The graphs illustrate the severity of the expected funds defizit for
PLDSA, over the ten-year i :.ementation period of CARP. The area between the
sources and uses of funds for the LAD reflect tne expected deficit levels.
Under LAD, this area is relatively small and the deficits are minimal compared
to the yearly P15 to 720 billion funds deficits (after 1989) for the PLDSA.

As a result of the PLDSA defici«s, the graph for the total CARP (graph 4 to
this Annex) shows substantial - Ticits especially after 1990. Not only is the
PLOSA incurring funds deficits, sut it is also utilizing surpluses from LAD to
of fset these deficits. A rea] danger in continuing to use LAD sources of

The graphs, along with Attachment 5, clearly show the Cumulative funding
deficits for PLDSA. The cumulative funds deficits for PLDSA grow from §2.9
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 PLDSA is in dire need of
immediate cash infusion.

In concluding, the SARF does have sufficient funds for all CARP operations
until 1990. However, the majority of these funds are for the LAD which are
funied primarily by the GOP, The PLDSA items are incurring a significant
funds deficit because collections for credit have been delayed and, so far,
“commitments" from other donors are not sufficient. The quick infusion of
USAID funds in 1989 is vital to support the recurring funds deficits expected
for PLDSA items. This quick infusion of funds wil] also allow PARC to avoid
funding the total deficit of PLDSA with LAD sources of funds. Without a quick

infusion of funds in 1989, the PARC can either reduce the necessary support
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ANNEX D
Initial Environmental Examination



(A) PROGRAM COUNTRY: Philippines
(B) ACTIVITY: AGRARIAN REFORM SUPPORT PROGRAM (492-0431)
(C) FUNDING: $50 MILLION

(E) STATEMENT AREPARED 8Y: (=, i

! N
Gary M. ImhorT, OCO/PDTD, USAiii:fjl1pp1nes

(F) ENVIRONMENTAL ACTION RECOMME/'ED: Categorical Exc]JE?B nder

A.I.D. Regulation 16, Section
16. (i) L~
2 ﬁ(giﬁg}(c)(lk(11) .

(G) ENVIRONMENTAL OFFICER CLEARANCE: _‘::;iiil»ﬁ?/;éf::;::if:;_--—f7

* -Kevin A Rushing, ORAD;‘
. USAID/Philippines

(D) PERIOD OF FUNDING: FY 1989 - FVﬁIBEi;?

(H) DECISION OF USAID/PHILIPPINES DIRECTOR

APPROVED: /Q(augcozz~./f?vufll__

DISAPPROVED:

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 not be directly
involved in how the budget support funds are spent, other 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.1.D.'s Initial Environmental Examination, Environmental assessment and
Environmental Impact Summary requirements is proposed. This proposal is in
accordance with A.1.D. Regulation 16, Section 216.2(C)(2)(c) (1) (i) 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.1.D.".
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5C(l) - 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
ELIGIBILITY

1. FY 1989 Appropriations Act Sec.
578(b). Has cthe President
certified to the Congress that the
government of the recipient country
is failing to take adequate
measures to prevent narcotic drugs
Or other conctrolled substances
which are cultivated, produced or
Processed illicitly, in whole or in
part, in such country or
transported through such country,
from being sold illegally within
the Jjurisdiction of such country to
United States Government personnel
or their dependents or from
entering the United States
unlawfully?

2. FAA Sec. 481(h); FY 1989
Appropriations Act Sec, 578; 1988
Drug 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,
narcotics education and awareness,
or the provision of food or
medicine.) If the recipient is a
"major illici: drug producing
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

No.

Nt
N
AAYY

PR
>.

R
(A}

A
=

eny

-l

4.

The Philippines has n
been defined as a "ma
illicit drug producin
country" or a "major
transit country."



profits are laundered with the
knowledge or complicity of the
government): (a) Does the country have
in place a bilatera®l 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
Conaressional 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 (wich enactment by Congress of a
resolution approving such
certificacion), that (1) during the
previous year the country has
cooperated fully with the United States
Or taken adeguate 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?

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
matcer of. government policy, encourages
or facilitates the production or

N/A. See (2)

ab



distribution of illicit drugs; (b) in
which any senior official of the
government engages in, encourages, or
facilitates the production or
discribution 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 regquired certification to
Congress pertaining to U.S. national
interests and the drug control and
criminal prosecution efforts of that
councry?

FAA Sec. 620(c). 1If assistance is to a
government, 1is 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?

FAA Sec. 620(e)(l). 1If assistance is
ko 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?

FAA Secs. 620(a), 620(f), 62ND; FY 1989
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 the
United States, that the recipient
courtry 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

No.

No.

NO.



10.

11.

either directly or indirectly to Angola,
Cambodia, Cuba, Irag, 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?

FAA Sec. 620(j). Has the country

permitcted, or failed to take adequate
measures to prevent, damage or
destruction by mob action of U.S.
Droperty?

FAA Sec. 620(l). Has the country failed

to enter into an investment guaranty
agreement with OPIC?

FAA Sec. 620(o); Fishermen's Protective

Act of 1967 (as amended) Sec. 5. (a) Has

the counctry 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?

FAA Sec. 620(qg): FY 1989 Appropriations,

Act Sec. 518. (a) Has the government of

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?

FAA Sec. 620(s). If contemplated

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:
"Yes, taken into account by t: =2
Administrator at time of approval of

No.

No.

(a) No.

(b) N/A

( No.
No.

Yes.



12,

13,

14,

15.

16.

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 significantc changes in
circumstances occur.)

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

diplomacic relations with the United
States? If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
incto since such Iesumption?

TAA Sec. 620(u). What is the payment

status or the country's U.N.
obligations? 1If the country is in
arrears, were such arrearages taken into
account by the A.I.D. Administrator in
derermiaing the current A.I.D.
Operarional Year Budget? (Reference may
be made to the "Takirg into
Consideracion” memo.)

FAA Sec. 620A. Has the President

decermined that the recipient country
g-ancts sanctuary from prosecukion to any
individual or group which has committed
ar. act of international terrorism or
otherwise supports international
terrorism?

FY 1989 Appropriations Act Sec. 568. Has

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

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
Transportaction has determined, pursuant
Lo 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 respec:
to its U.N. obliga-
tions within the mea
ing of the first
sentence oI Article
of the U.N. Charter.
The A.I.D. Adwmini-
strator has taken an
arrearages into acco
in the FY 1989 Takin
Into Consideration
memo.

No.

No.

2



17.

18.

19.

20.

21.

FAA Sec. 666(b). Does the country
object, on the basis of race, religior
national origin or sex, to the presencsa
of any officer or employee of cthe U.S.
who is present in such country to carry
out economic development programs under
the FAA?

FAA Secs. 669, 670. Has the counkry,

after August 3, 1377, delivered to any
other country or received nuclear
enrichment or Ieprocessing equipment,
materials, or technology, without
specified arrangements or safequards, 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.)

FAA Sec. 670. If the country is a

non-nuclear weapon state, has it, on or
after August 8, 1985, exported (or
attempted to export) illegally from kthe
United States any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?

ISDCA of 1981 Sec. 720. Was the country

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.)

FY 1989 Appropriations Act Sec. 527. Has

the recipient country o==n determined by
the President to have enguged in a
consistent pattern of opposition to the
foreign policy of the United States?

No.

No.

No.



22, FY 1989 Appropriations Act Sec. 513. Has No.

23.

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 ko the
resumption of assistance?

FY 1989 Appropriations Act Sec. 540. Yes.
boes the recipient country fully

cooperate with the internatisnal refugee
assistance organizations, the United

States, and other governments in

facilitating lasting solutions to refugee
situations, including resettlement

without respect to race, sex, religion,

¢r national origin?




B. FUNDING SOURCE CRITERIA FOR COUNTRY

1,

ELIGIBILITY

Development Assistance Country Criteria

FAA Sec. 116. Has the Department of No.

State dekermined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human righks? If S0, can it be
demonsktrated 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?

Economic_Supporkt Fund Counkry Crikteria

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?

(\i‘(



3(A)2 - NONPROJECT ASSISTANCE CHECKLIST

Tne criterta listea 1n Part A are applicable generally to FAA funds, and

should be used irrespec=ive of the program's funding source.

In Part 8 3

distinction is made petween the Criteria applicable to Economic Support Fund

assistance and the critaria applicable <o Development Assistance,

Selecztion

Of the criteria will depend on the funding source for the program.

IS COUNTRY CHECKLIST up To
DATE? HAS STANDARD ITEM
CHECKLIST BEIN REVIEWED?

CROSS REFZRINCES:

A. GENERAL CRITERIA FOR MONPROJECT ASSISTANCE

1. FY 1989 Approbriations Ac Sec. 523;
TAA Sec. o34A. Descripe now
dutnorization and appropriations
committees of Senate and House have
been or will be notified concerning
the project.

[AS]

FAA Sec. sl1(al(2). 1If further
'€g1siative 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
erriciently 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 develorment
programs,

FY 1989 Country Checklist
is attached.
Yes.

A CN has been submi tted
to Congress. Obligation
will take place once the
waiting period has passed
without objection.

No further jegislative
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,

i\



10.

FAA Sec. 6071(a). Information and
conclusions on whether assistance will
encourages offorss 57 ne ounTey soo

{a) increase the flow of international
trade; (b) foster private initiative and
competition; (c) encourage development
and use of cooperazives, credit unions,
and savings and loan dssociations;

(d) discourage monopolistic practices;
(e) improve tecnnical arficiancy of
industry, agriculture, and commerce; and
(f) strengthen free labor unions,

Information and

FAA Sec. 601(b".
conciusions ¢ '-w assistanc: wil]
éncourage U.S. -ivate trage ind
investment abr .4 and encourage private
u.:. participa:z:on in foreign assistance
P~ rams (including use of private trade
cnannels and the services of u.s.
private enterprise).

FAA Secs. 612(b), 636(h); FY 1989

ADDropriations Act secs. 307, 509.

Descripe Steps taken to assure that, to
the maximum extent possible, foreign
currancies owned by the U.S. are
utilized in lieu of dollars to meet the
cost of contractual and ather services,

FAA Sec. 612(d). Does the U.S. own

€Xcess toreign currency of the country
and, if so, what arrangements have heen
made for its release?

FAA Sec. 601(e). Wil the assistance

utiiize competitive selection procedures
for the awarding of contracts, except
where applicable Procurement rules allow
otherwise?

FAA 121(d). If assistance is being
urnished under the Sahel Development
Program, has a determination been made
that the host jovernment has an adequate
system for accounting for and
controlling receipt and expenditure of
A.I.D. funds?

FY 1989 Appropriations Act. Wil

assistance pe designed so that the
percentage of women participants will be
demonstrably increased?

Budgetary Support will
assist in areas of CARP
impiemenzz=zion whton wit’
eéncourage the use of
rural savings
institutions and coops,
As the economic rationaie
of CARP is one of equity,
brivate initiagtive should
0e stimulated as more
Filipinos enter the
2CoNoOMic arena.

The Program assistance
will support Philippine
agriculture and :rade
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

Nonprogject. 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 [ 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. If commodities 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 of a 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
in accordance 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.

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) AIl Tocal
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
nroviding in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic palicy reformms
that will be promoted.by the cash
transter assistance?

Nonproject Criteria for Development

Assistance

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
economy 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 encourage
democratic 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?

(c) Congress will be

informed through
meetings to be held
between representat ives
of the Bureau and
Congress prior to

approval of the Program.

Not DA funded.

N/A.



b. FAA Secs 103, 103A, 104, 105, 106,

120-2T. "Is assistance De1ng maae N/A.
avet.acie 'inz’uae gniy appiizanie

paragraph wnich corresponds to source of

funds used; if more than one fund sourcs

is used for assistance, include relevant
paragraph for each fund source):

(1} 1103] for agriculture, rural
aavelopment or nutrition; if so

(a) extent to which 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, building national
food reserves, expanding avzilable
storage facilities, reduciag post
harvest food losses, and irproving food
distribution.

P
~
X~


http:reduci.ig

(2) [104] for population planning under
Sec. 104(b) or health under Sec. 104(c); N/A.
if 5¢c, extent ¢ whisn acTivizy
emphasizes low-cost, integrated aelivery
systems for health, nutrition and family
planning for tne poorest people, with
particular attention to the needs of
mothers and young children, using
paramedical and auxiliary medical
personnel, clinics and nealth pOsts,
commercial distribution systems, and
other modes of community outreach.

(3) [105] for education, public
administration, or human resourcas N/A.
development; if s0, (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 particinate 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 N/A.
selected development problems; if so,

extent activity is:

(1)(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 snrrces
for rural areas, emphasizing develupment
of energy resources which are
environmentally acceptable and require
minimum capital investment:



(1) concerned with technical
cooperation and development,

aspecial’y with U2, awiyase anz
voluntary, or regional and international
development, organizations;

(111) research into, and evaiuation of,
economic development processes and
techniques;

(iv) reconstruction atter natural or
manmade disaster and programs of disaster
Preparedness;

(v} for special development

prodlems, and to enable proper

utilization of infrastructure and related
projects funded with earlier U.S. assistance;

{(vi) for urban development, especially
small, labor-intensive enterprisas,
marketing systems for small producers,
and financial or other institutions to
help urban poor participate in economic
and social davelopment.

{5) [120-21] for the Sahelian region;

if so, (a) extent to which there is N/A.

international coordination in planning
and imp]ementation; 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 govermment has an adequate system
for accounting for and controlling
receipt and expenditure of projects funds
(dollars or local currency generated
therefrom)?



C. FY 1989 Approoria®

ions Act. Have

locaT currencies gaener

imports or Tareygn 22

ated oy the sale of
nangsz by tje

government of g country in Sub-Saharan

Africa from funds appr
Sub-Saharan Africa, DA
a special account asta
government, and are th
currencies available ¢
accorgance with anp agr
United States, for dev
which ara consistent w
directions of Section

for necessary aaminist
of the U.s. Government

d. FAA Sec. 107. Is

placed on use ot appro
(defined as relatively
Cost-saving, labor ysi
that are generally mos

the small farms, small

opriated under
been deposited in
blished by that
ese local

nly for use, in
eement with the
elopment activities
Tth the policy

102 of the FAA and

rative requirements
?

special emphasis

priate technology
smaller,

ng technologies

t appropriate for
businecses, and

small incomes of the poor)?

e. FAA Sec. 281(b).
which the actTivity rec
particular needs, desi
of the people of the ¢
the country's inte]lec
encourage institutiona
supports civic educati
skills required for ef
participation in gover
political processes es
self-government.

f. FAA Sec. 101(a).

reasonable promise of
development of economi
the increase of produc
self-sustaining econom

Describe extent tg
ognizes the

res, and capacities
ountry; utilizes
tual resources to

1 development; and
on and training in
fective

nmental and

sential to

Does the activity give
contributing to the

C resources, or to
tive capacities and

i growth?

N/A.

N/A.

N/A.

N/A.



5C(3) - STANDARD ITEM CHECKLIST

Listed below are the statutory items which
normelly will he covered routinely in «hoce
Provisions of an assistance agreement dealing
with 1ts implementation, or covered in the
agreement by imposing limits op certain uses of
funds.

These items are arranged under the general

headings of (Aa) Procurement, (B) Construction,
and (C) Other Restrictions.

A. PROCUREMENT

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? Yes

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? Yes

3. EAA Sec. 604(d). 1If 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? “N/A

4. FAA Sec. 604(e): ISDCA of 1980 Sec.
.705(a). If non-U.sS. 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 Leasonably be procured N/A
in U.s.)




941 and which have attained a competitive
capability ip internationz1 markesc inm

FAR Sec. 603. 1Is the shipping excluded

section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least

50 percent of the gross tonnage of
cormodities {computed Separately for dry
bulk carriers, dry cargo liners, ang
tankers) financed shal) be transportegd on
Privately owned U.S. flag commercial
vessels to the éxtent such vessels are
available at fair and reasonable rates?

FAA Sec. 621(a). If technical assistance

is financed, will such assistance be
furnished by private enterprise on 3
contract basis to the fullest extent
Practicable? Wil) the facilities ang
resources of other Federal agencies be
utilized, when they are Particulsr.vy
suitable, not competitive with P ate
eénterprise, and made available wi...sut
undue interference with domestic Programs?

International Air Transportation Fair
Competitive Practices A~r, 1974, 1f air
transportation of persons or Property is
financed on grant basis, will u.s,
carriers be used to the extent such
service is available?

FYy 1989 Appropriations Act Sec. 504. 1If
the U.S. Government is a party to a
contract for pProcurement, does the
contract contain a Provision authorizing
termination of such contract for the
convenience of the United Stateg?

N/A
N/A
(1) Yes
(2} N/A
Yes

Anticipated contracts

will include such a
provision.
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FY 1989 Appropriations Act Sec. 524. 1If
assistance is for consulting service

through procurement contract pursuant to
> U.S.C. 3109, are contract expenditures
a matter of public record angd available
for public inspection (unless otherwise
Frovidec bpy law or Executive order)?

B. CONSTRUCTION

FAA Sec. 601(d). 1If capital (e.gq.,
construction) project, will U.S.
engineering and professional services be
used?

FAA Sec. 611(c). 1f contracts for
construction are tc bhe financed, will
they be let on a competitive basis to
maximum extent practicable?

FAA Sec. 620(k). 1If for construction of
productive enterprise, will aggregate
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 €éXpress approval of
Congress?

C. OTHER RESTRICTIOMS

1.

FAR Sec. 122/b). 1If development loan
repayable in dollars, is interest rate at
least 2 percent per annunm during a grace
period which is not to exceed ten years,
and at least 3 percent pPer annum
thereafter?

FAAR Sec. 301(d). If fund is established
solely by U.S. contributions and
adninistered by an international
organization, does Comptroller General
have audit rights?

Yes

N/A

N/A

N/A

N/A

N/A

\l



FAR Sec. 620(h). Do arrangements exist

to insure that United States foreign aid
is not used in a manner which, contrary

Lo the best interests of the United

Cesa*arc TILMIIeE or pccieceec *h: Fampatl
S8 eTo oLl 8D 0 2gflete the

aid projects or activities of the
Communist-bloc countries?

Will arrangements preclude use of
finhancing:

a. FAAR 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 to coerce or 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. FEAA Sec. 483. To make reimburse-
ments, in the form of cash payments,
to persons whose illicit drug crops
are eradicated?

C. FAA Sec. 620(g). To compensate
owners for expropriated or
nationalized property, except to
compensate foreign nationals in
eaccordance with a land reform program
certified by the President?

d. FAA Sec. 660. To provide training,
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

(1)-(4) Yes

Yes

Yes. Further budget
support will not be used
for budget items financin
land compensation.

Yes

Yes



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

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

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

FY 1989 Appropriations Act Sec. 506.
To carry out provisions c< FAA
section 209(d) (transfer +f FAA funds
to nmultilateral organizations for
lending)?

FY 1989 Appropriations Act Sec. 510.
To finance the eéxport of nuclear
equipment, fuel, or technology?

FY 1989 Appropriations Act Sec. 511,
For the purpose of aiding the efforts
of the government of such country to
repress the legitimate rights of the
population of such country contrary
to the Universal Declaration of Human
Rights?

FY 1989 Approrriations 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 the
outcome of a political election in
the United States., or for any
Publicity or propaganda purposes not
authorized by Congress?

FY 1989 Appropriacions Act Sec. 584.

Will any A.1.D. contract and
solicitation, and subcontract entered
into under such contract, include a
clause requiring that U.S. marine
insurance companies have a fair
opportunity to bid for marine insurance
when such insurance is necessary or
appropriate?

N/A

Yes

Yes

Yes

Yes

Yes

Yes

Yes



Economic Support Fund Project Criteria

FAR Sec. 531¢(a). Will this
8iI.2laLTe pIOmCLe econonic and
political Stability? To the maximunm
extent feasible, is this assistance
consistent with the policy
directions, purposes, and programs of
Part I of the FAA?

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

FAR Sec. 609. 1If commodities are to
be granted so that sale proceeds will
accrue to the recipient country, have

Special Account (counterpart)
arrangements been made?

Yes
Yes

No

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 or
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



MALACANAM PALACH
Manila,

PROCLAMATION NO. 131,

INSTHUTING A COMPRENENSIVE
AGRARIAN REFORM PROGIIAM

WIHEREAS, we have praglaimed the revival and developiment
of the full potential of Philippine agriculune to bhe an economic
priority of our new demaocracy so as to provide a fivm [oundation
lor the industrialization of our economy, and thereby assure the
genuine independence of our count Y.

WIIEREAS, it is necessary 1o make our new demociacy
meaninglul by incicasing the prodyctivity of the farming sector
and increasing the incomes of latmuers, reqular farmworkers, and
other larmworkers:

WHEREAS, the essential element in any policy of ayricul-

tural revival and development is a comnpichensive and tealistic

agrarion relonn proyram;

WIHIEREAS, such an agrarian reform proyram will encoutage

the shifu of capital from land 1o industury;

WHEREAS, realizing these imperatives, the President de-
claied in the 1980 Presidential cainpaign that she would undertake
an agrarian reform program;

WIIERREAS, there is need lor all to z_uldleis agrarian reforim in
the <pirit of cooperation, harmony, and understanding, a spirit

which must pervade the process as a whole, in jts valuntary as well

as nun-vult}mary aspects, for the counury faces problems and
1

challenges that require national untity;

WIHEREAS, ayrarian refonm indispensably entails the partici-
pation ol all cancerned in the planning, organization, and tnanaye-
ment of the progran;

WIIEREAS, the entire Filipino people, together with all
governinent agencies and private organizations, must extend prioti-

50

A
I
-

1.

i

.(y stpport and (ull cooperation ) apleinang s [egeam ellegy.
tvely: o

WIIENEAS, there is a ne2d for the poow g he vealistic
and flexible iy order (o weeeed, o tol e ol r!illmr‘n.: n<-
l.unn place 1o pluce, fronn Conumgity o Lty s eat u;;
single and yigid prlesciiptiion wauld 1y oty :-n‘{l utivvisely
opplied (o alj reqardives of <pnrzial fo g - el Civcamistanges. agg
to be withi P present ;

‘ Ill.lll. the preseat and fcgeern; Ll e veahiligiee of (lye nation;

WHENEAS! the Prespioon fantber e n- eaailable funding
thatis definige e5 o suurce o Ly, )

WHENEAS, the educaton, (e orienlten . and igtiyation ol
Farmers, requotag Farnwvorters, g athen frramss ol are iy ey
hew role and responsibilivies, dang vith e ot ensie thag the
Programe will result i inereaned productiviny sou o incema foy

the Leneliciaries, are alse, caolled foy
3

WHLEREAS, alt thewe i othe - dntias ey requemene;
st further be provid=d fo by ether leaickation o) measuies;

WHENEAS, the Fieadeng qpg iz es v a pactner 1o his
continuing undentaking the qual Weanch ol ths Conoress of the
Philippines, whose Sueiate is elected at large sl l'l"l',‘l-(HC shralis
lor the nation, ang whaoste Hlause ol Repaoccnpatives aticplates
lllm needs and problems ol e corstituencies and sectoss in the
end;

WHEREAS, in the las dnalysis, the tinges gepfong iy call for

’

© change, and the need o undertake the cuarian roferm program

N

can no longer wait, so that altzinative liss hat (o adopi a pregram
that is worlable, sulliciently Tunded and, above all) aimed 1o
succeed, for the nation can no wmere atlord its failuie than s
luck;

WIHIEREAS, the loices of history and the Constitition, the
piessing needs of the times, the capabilities ol the preceng and (he
aye-old aspitations of (he FFilipino people demand such an ageatian

~relonm program,

L

WIHEREFORE, the Constitution of the Philippines provides
the followiig:

H1



AT
"VECLARATION OF PN LS AND S1A1E poL ICIES
XX X

“Sec. 21. The state shal omote compr hepsive bl
development ang agratian relog .

"ANT, X
CNATIONAL ECONOMY Apnp PA’//I_/'I‘H)NY”
A XX

“Sec 1, pai 20 e State shal| Promote indusuialization ang

full employiment based on sound m_uiculluml (lcvelo,:mem angd
agranian elonn, » x x

ART 1y
"SociaL JusTIcE AND 1HUMAN 11161118
XX X
"AGnRARIAN AND NATURAL RESOUNCES nEFonm
t - XXX

“Sec. 4. The State shall, by law, undeqiajce an agiarian je-
[oim Program founded on the right of farmers and reqular fann-
workers, who aie landless, 10 own ditectly o cullecliilely the
lands they il o in the case of other latmworkers, 10 teceive g
just share ot e lruits theieol. o this end," the Stage shall en-
courage amy undertake (he just distribytion of al agriculug al
lands, subject to such Driorities an feasonable retendion limits as
the Congress hay prescribe, taking into account ceological,
(Ievclupmcnlal, or equity cunsid_craliqns, and subject gy the
bPayment of jyusg Compensation, Iy (leleunini:;g the retention
limits, the State shay tespect the right of snal landowners. e
State shali lulllwr'plgvide incentives f¢ - voluntiny Ii!ndslmling.“

“See. 5. Mhe State shalj fecoynize the vight of the latmers,

l.’lunwolkels, and lundownu:s, as well as Coupieratives, any other
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independeny ey st VIYanizitions -, PABnse iy e phnuinu,
my:unul(iun, and managemueng of the Dyowesun g shall prvigga
SuUppoit (o agriculigge thitongly UV VIRERIEE lrw.lnml-n;y IV
search, adequate linancial, produciiog, rketng, anyg LT
SUDPUIL serviges *

See G e State sha 2hpdy e Dnciples of Aparian
1efunm o stewardship, Whirne e Spplhicabde gy, avtuidance vy
b, in e disposition Uiz ation of cther nagyy g 1R ces,
Including lands of e pabtie Ao, Dby loaeg Cunenssion
stitable (o uuriculluur, subyect (o bios vighge hesnogge g tighits of
simatl settlers, and (e Hyhit of e egs CHhtnnnies g ey,
ancestral bans

The Stage WAy aesettle 1y g .. Lty o fyy lievankers iy,
15 0wy ayricultug gl BStales wnicly sty T LS PRI o them g
e manne Drovided by 4.,

XX B o

NI State shn Providde sacenny e g, Liclowner s g,
nvest (he Proceeds of SN el moegiam g, Promoge
in(luslliulizuliml, employmen L LT TR TV HEUaben ol pahiie
SECLOY enterprses, Financial ST U2 e oy, aymmend for thei,
lands shai be honor oS LHUILY iy vhterpiices of (g choiga -

At NVt
7/7AN5//()’f Y PRhoOvISH Wys
XX X

“Sve. 22 a¢ the cartipsg Hossible (e, Governngy shall
eXpPropriate iqn: O abando i aaricultug ai lands 45 may be detiney
by taw, tor distibution the benelicines of the agrariag tefonm

Proaran,

- . { )
NOW, HlL-HL—F()HL—, Lconazon NI ). Fresideny
of the Hepublic of e l‘hihmnnn:s, by votie g1 1. DOV s vogtagg
inme by (he Constitution: ., hastelyy oo

sectivn |, - Scope. A Cotrpuehonggy e A arion Hafog g,
Proyram {CAanp) is'hu:cby mstituted vhicl, sholl cover | 4 Hardiesg
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of tenurial aitangement and eommotlity produced, all public and

private agricultural lands as rrovided In the Constitution, including
Swhenever applicable in accordimce with law, other lands of the
public domain suitaple to agriculture.

Sec. 2. Agrarian Neform Fund. Theie is heieby created a
special fund, to be known as the Agrarian Reform fund, an initial
amount of FIFTY BILLION PESQOS (50,000,000,000.00) to cover
the estimated cost of the Comprehensive Agrarian Reform Prog-
ram from 1987 1o 1992 which shall be saurced from the receipts
of the sale of the assets of thn Ass2t Privatizatign Trust and ra
ceipts of sale of ill-gotten wealth received throuyh the Presidential
Commission on Good Government and such other sources as
fleveinment may deem eppropriate. The amounts collected and
accruing to this special fund shall be considered automatically
appropriated for thie purpose authorized in this Proclaination.

Sec. 3. Implememiation. The provisions for the mechanisms
needed initially to implement the Comprehensive Agrarian Reform
Program are set forthin Executive Order No. 229 dated July 22,
1987, which is companion measure to this Proclamation.

Scc. 4. Effectivity and Repealing Clause. This Proclamation
shall take effect immediately upon s approval and repeals or
amends accordingly all laws, issuances, decrees or any parts these-
ol inconsistent with its provisions. \

APPROVED, in the city ol Manlla, Philippines, this 22nd day
of July, 1987, .

(SGDL.) CONAZON C, AQUINO

Presidpn}
By the President:
H
JOKER P. ARNOYO
Exccutive Sccretary
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MALACANAN PALACE
Manila

EXECUTIVE OnpEn . 2z9

PROVIDING 1115 TAECHAINSES Fon 1HE
IMPLEMENTAI10ON Or 1he COMPRENCHSIVE
AGRARIAN NEFONM 'noGnAan

) WHERNEAS, by vittue of Proclamamion e, 19 dated July
22, 1987 the Compichensive Agrarian Nelonm Frogram has hoen
instituted: (

WIIEIIE/\S, thete is a need 1o provide for the mechanisig
to:.art the implementation ol the proyram:

WHEREAS, public hearings and consultations were held 1o
determine appropriate mechanisis capable ol heing established:

NOw, THEREFONE, . conazon o AOQTHIO, President
ol the Philippines, by viruse of the powers vesied in me by the
Constitution, do hereby order:

CHAPTER 1. COVERAGE

SECTION 1. Scope. The Cermprehensive Accarian Nelorm
Progtam (CANP) shan cover, reqgardlecs of tenurial arrangement
and commodity produced, all public and prejvare agcicultural lands
as provided in Proclamation Ho. 131 dated July 22,1987, in.

- cluding whenever applicable in accordanee with In, other Tands

ol the public domain suitable to agricultune.

SECTION 2. Implemematon.  1anel acepicition and disyei.
bution shall be implemented as nrovided in this Ocdar as 1 alf
kinds of lands under the coverage of the Program, <uhject to suych
priorities and " reasonable retention lilsits as the Congress may
under the Constituytion prescribe, taling into acconnt ccological,
developmental, or cquity conisiderations, and subject to the
Payment ol just compensation.
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SECTION 2, Exemptions. Lands actually used and found to
be hecessary for national defense, school sites and campuses,
teligious puposes, penal colonies, and goverminent research and
Quarantine centers, are exempted from the coverage of the prog-
1am.

SECTION 4. Compulsory RNegistration, Within one hundired
eighty (180) days from the ellectivity of this Order all natuwal and
juridical persons, Including gavermment: entities, owning, leasing
or managing agricultural lands, shall file 3 sworn statement in the
proper Assessor’s Office in the form to be prescribed Ly the
Department of Agrarlan Reform (DAN).  This statement shall
include amongy others, (a) the description and area of lhc'mopcny;
(L) the estimated average gross income from the property; (c). the
names of all tenants and reqular fanmworke: s therein; {d) the
cropls) planted-in the Property and the area covered by each crop
as of June 1, 1987; {e) the terins of Imortyages, leases, and manage-
ment contracts subsisting as of Jusie 1, 1987;: (1) the tatest de-
clated market value of the land gs determined by the City/Pro-
vincial Assessor; and (a) a swoin declaration of the current Iair
market value, which the owner wishes to receive If the property
should be acqulred by the government for agrarian reform pur-
poses.

If the léndowr]er fails to register within the prescribed period,
the government shall Lase the valuation of his property for fand.
owner compensation purposes on the City/Provjncial Assessor’s
value. Beginning with® the quarter imimediately lollowing this
registration, the real property tax payable shall e based on the
above mentioned owner’s declaration of current fair market valye.

CHAPTER I1. PRIVATE LAND ACQUISITION

SECTION 5. Procedyre of Acquisition.  plter the land,
landowners, and beneliciaries shall have been identified, the DA
shalt publish jis decision 1o acquire the land and notify the tand-
owners thereol, together with the offer of the DA to pay for the
land as nrovided in Section @ hcvewuler.

- 8y

Within filween (15) days from publication andd notice land.
owner shall signily to the DAR his aceepianee ar rejoction of the
olfer,

I the landowner accepts the oller of he DAR, the Land
Bank of the Philippines (1 0P) shan pay the fandy ey the pog-
chase price of the fand within liftcen (145) days alter hin surrenders
the Certilicate of Title and other relovany decuments required by

the DARN and the P,

In case of rejection or if no reply is received, the DAR shalt
conduct administrative stimmary proceedings to detenmine the
compensation for the land, requiting the landownnr 1he Lue, ang /
other interestoel parties 1o subwnit within lifteen (1) tdays freyn
the receipt of notice, evidence as 1o the compenction logr phe
land. Aher the expitation of the above petiod, the matrer js
deemeaed subunitied lordecision,

Within filtenn {15) days hom receipt of qhe tlecicion, the
LOP shall establish 3 1yst fund for the landownes roneerned in
the amount decided and-notily the landowrnier and the DAR of jts
establishiment.

Any party who disagiees with the decision may hring the
matter to the proper court lor determination ol just compensa-
tion,

Alter the establishinent of the trast Tuned oo reeeipt by the
DAR of the landowner’s aceeptance ol the oller the DAR shall
take immediate possession of the land. Upon foonal votification
by the DAR, the Register of Deeds shall ise 4 Peansler fortifi.
cate of Title (1C1) in the name ol the tepublie of ). Philippines
as Trustee for and in behall of aualilied honeliciag i Hhereupon,
the DAR shall maceed with the redistribution of the land to the
qualified beneliciaries.

The rights andl responsibilitics ol ownership by the benefi.
claries conunence at the time of their designation s avardons
owners by the DAR, as evidenced by a Certificate of | andowner.
ship Award in their favor,
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SECTION 6. Comptnsation to Landowners. The LBP shall
compensate the landowner an amount to be establjshed by the
government, which shall be based on the owner's declaration of
current fair market valiue gas provided In Section 4 hereol, but
subject to certain controls 1o e defined and promulgated by the

Presidential Agrarian Relorm Council (PARC) as provided in .

Section 18 hereol. The compensation shall be paid in any of the
following modes, at the option of the landowner;

(a)  Bond payment over ten {(10) years, with ten (10) per-
cent cf the value of the land payable immediately in
cash and the balance in the form of LBP bonds bearing
market rates of interest that are aligned with 91-day
treasury bills rates, net of applicable final withholding
tax. One-tenth of the face valye ol the bonds shall
mature every year from the date ol issuance until the

tenth year:

The LBP bonds issued hereunder shall be eligible at
face value for the purchase of government assets to be
privatized;

(b)  Direct payment in cash or kind by the larmer-beneficia-
ries with the ierms to Le mwtually agreed upon by the
b neliciarles and landowners and subject to the approval
of the DAR: and ‘

(c) Other modes of payment as may be prescribed or
approved by the PARC.

SECTION 7. Assistance to Landowners. Landowners allect-

ed by this Order shall be assisied and provided by the LBP with
the following services::

fa} Investinent information and counselling assistance;

(b) Conversion and/or exchange of LBP pands: to/from
government stocks and/or with government assets; and

(e} Marketing of LBP bonds,
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CHAPTER {1, LAND TRANSFER, UNLizaron
AND SHANRING

SECTION g. Voluntary L andg Trase o Landowners whso
lands are subject 1o redistribution undeg this Order have the
-option of enlering into » voluntary agreainent lor direcy transler
ol their lands to appropriate l)eneliciancs, tider terims ang condi.
tions acceptable to both parties and subject 1o the anproval of the
DAN. The general yuidelines 1oy voluntary land transfor are:

(a) The beneficiaries ar2 determine by the DAR to Le the
same individuals who would be eligible (o punichase (he
land In case 1he Jovernment undey his (.‘rder-ncqnhed,
the land lor tesale:

(L) The area of land 1o be transteried is no Inge than the
area which the iovernment, under his Qrder, would
otherwise acquire for resale:

{c) The terms and conditions of the flovernmeny’s stantling
oller to purchase ltom the landowner and standing offer
to resell 1o the beneliciaries are lully Enovin ang under-
stood by both parties:

{d} The volintary transfer agreement shall inelude sanctions
lor non-compliance by either party and shall he binding
and irrevocable for both partins, an shall fye thuly
recorded at and monitorer) by the bAan.

SECTION 9. Voluntary Oftrer 1 Sell. The govertment shal
purchase all agriculiural lands it deems productive and suitalle to
farmer cultivation voluntarily cffere lor saln 1o it at 3 valuation
determined in accordance with Section . Such transactions shaly
be exempt from the Payment of capital gains 1ax and other taxes
and fees.

SECTION 10. Corporite Landowners. Coporate fangl.
Owners may give heiy workers and other aualified Beneficiaries
the right 1o purchase sych proportion of the capital stnck of the
corporation that the land assets hear in relation (o (fie Ccorpora.-
tion's total assels, and grang additional compensation vhich may
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be used for this purpose. The approval by the PARC of a plan for
such stock distribution, and Its Inltlal Implementation, shall be
deemed compliance with the land distributlon requirements of the

CARP. :

SECTION 11.  Legses, Management Contracis, Mortgages,
and Claims. Leases and management contracts on land covered by
land-distribution and registered with the Register of Deeds pilor to
the approval of thls Order may continue under their original
terms and conditlons, but ot beyond flve (6) years from the
effectivity of thils Qrder: provided that upon explration, leases
and managoment contracts may only be renewed subject to the
agreement of the qualifled beneflclarles; nnd provided further

that upon the distribution or award of the land, where the exlsting

lease rentals are not acceptable to the qualilied beneficlarles, such
rentals shall be renegotiated with the assistance of the Barangay
Agrarlan Neform Council (BANC). If the parties fall to ogree, the
DAR shall determine the rental Morigoges and . other cloims
registered with the Register of Deeds wlll be assumed by the
Government up to the landowner's compensation value os pro-

vided for in Sectlon 6 heredf.

SECTION 12. Payment of Beneficiaries. Land acquired and-

redistributed by the government shall be pald for by the benefi-

claries in thirty (30) equal annual payments at six (G) percent per -

annum Interest, with the first payment due one year after resale,
and a two {2) percent Interest rebate for amortlzations pald on
time, ‘provided, that In no case shall the annual -amortizations

exceed ten (10) percent of the land’s annual value of gross pro-

-

duction. Should the amortization exceed ter) (10) percent, the

LBP shall reduce the interest rate and or reduce the principal.” :

obligation to make the repayments affordable, Incentives shall be
given for prepayments,

The LBP shall have a lien by way of mortgage on the land
acquired by the beneflciary and this mortgage. inay be foreclosed
by the LBP when the outstanding principal balance unpaid and
Past duq reaches the equivalent of three {3) annual amortizations.
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- . applicable retention limit,

|,e,,cf‘?(5§,£'(‘)v[;’.ol::;u Credit Suppc‘,vr. Qrmn landy trans!er,' each
: 1ally farms his lan shall be eligille for a
p-u?(lucuon loan to finance one crop cycle ynedny terms and con.
ditions 10 pe deterinined by the 1.BP an A case to case bhasi
renewable upon repayment. ' o

. SEC! ION 14, Collective or Individual Ownership. For lands
with multiple l)enelicialies, ownership of whole npareels or estaes
maY be transferred to the farmer-bennliciarios collectively or
lndlvidually, ot the option of 1he beneficiaries pruvide;l that in
collective ownership, each beneficiary shail I;avn an m'ulivi(l@d
share of the land held in common equivalent to not more than the
The beneficiaries may  collectivel
decide on the continued cperation of the paicel/estate as a whinle
or to subdivide the same into individual los and determine the
manner in which sych subdivision is 1o be implemented.

SECTION 15. Oistiibution ang Unlizauon of Pyniic Lands

Al l?li!'f'llablc and disposabile lands of the public domain suitable:

lor agriculiure and outside prouclaimed settlements shall pe distrl.

buted by tlie Department of Envitonment and HMatueal Hesou;ces

v"-(DENR) to qualified Leneficiaries as certilied to icintly by lile
DAR and the DENR,

SECTION 16. Production Sharing.  Individuals or entities
owning and/or operating under lease agricultural lands with gross

- sales in excess of Plye Million Pesos (pPs million) per annum are
hereby mendated 16 exccute a production sharing plan wherehy at
least two and one-half (2.5) percent ol the qross sales Irom (e
production/cultivation of such lands are distributed as compensa.

tion to the farmw6rkers over and above the cormpensation they

" currently recelve, provided that such individuals or entities are not

~obligated to pay more than 100 percent of the reqular anngal
compensation of the farmworkers.
F)

CHAPTER 1v. IMPLEMENTITG AND
COONDINATING MECIIANISMS

SECTION 17, Quasi-Judicial Fowers of the DANR. The DAR
is hereby vested wlth quasi-judicial powers 1o determine and
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adjudicate agrarian reform matters, and shall have exclusive
original Jurlsdiction over all inatters Involving implementation of
agrarian reform, except those falling under the exclusive original
Jurisdiction of the DENR and the Department of Agriculture

(DA). '

The DAR shall have powers to punish for contempt and to
issue subpoens, subpoena duces tecum and wiils to enforce Its
orders or decislons: .

The decislons of the DA may, In proper cases, be appealed
to the Negional Trial Courts but shall be Inimediately executory

notwithstanding such appeal. '

SECTION 18. The Presidential “Agrarian Reform Council
(PARC). . To coordinate the implementation of the CARP and to
ensure the timely and eflective delivery of the necessary support
services, there is hereby created the Presidential Agrarlan Relurm
Council composed of the President as Chairman, and the Secre-
taries or Heads of the following agencies, as follows:

-— Vlce Chairman
— Vice Chairmian

Department of Agrarian Reform
Department of Agriculturn
Department of Environiment and Natural

flesources — Vice Chairman

Execuitive Secretary ) -~ Member
Department of Budget and Management -- Member
Departinent of Finance - Member
Oepartient of Justice — Member

Oepartment of Labor and Employment . — Member
Department of Local Governmeql -- Member
Department of Public Works & Highways - Member

Department of Trade and Industry -- Member
Department of Transportation & '

Communications — Member
National Economic and Development

Authority -- Member
Land Bank of the Philippines — Member
Presidential Commission on Good

Government — Member
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, ’1 l.le President shall appoint representatives ¢f Mrarion reform
eneliciaries gny sllected landownerss as members ol PANC ’

The DAR shal Drovide the Secretariat for the PANC and the

Secretary of , )
thcreol_y Agratian Reform shall he (e Director-General

The PARC shall formulate and/or implement he nolicies
rules and régulations fiecessary to impleiment eacl, comy;onﬂut l
the CARNP, and may authorize any gl ji¢ meimhers (g lom]ula?n
rules and regulations concerning aspects of aarian reform !allim;

w_ithln their area of responsibility. 1hese holicies, rules ang| regula.
tons shall include the following: "

3.  Recommended small farm economy areas, which shall
be specilic. by crop and based on thorough technical
study and evaluation,

b, Tjhe schedule of acquisition anr redistrilviion of specl.
fic agrarian relorm areas, provided that sieh acquisition
shall not be implemented untii all the requirements are
conpleted, including the first payment 10 the land-
owners concerred,

¢.  Control mechanisims for evaluating the owner's declara-
' tion of current fajr market value as provided in Section
4 hereof in order to establish the govermmeny'e compen-
sation olfer as provided in Section g hereol, taking into
account current land transactions in tha locality, the
landowner’s annual income lom his land, and other
factors,

PANC shall have an Executive Conunitten composed of the
Secretary of Agrarian Neform as Chaitman, and Greietaries oy
Heads of the lolfowing agencies as membeys:

Executive Secretary
" Departient of Agriculture
Department of Envitomment and Natural Resources
Department of Finance
Départinent of Public Works and [liglnvays
Land Bank of the Philippines
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Within ninety (80) days from the eflfectivity of this Oider,
the Executlve Committee of PANC sholl complete a Program of
implementation incorporating the physical targets, implementa-
tion schedule and support requirements of agrarian relorim, and
shall submit the same 1o the PARC approval. Such nrograms of
implementation shall take Into account, and be consistent with,
priorities and retention limits that Cangress may in the meantime
prescribe, and the following basic policies and guidelines set farth

in the Constitution:

a. The CARP is founded on the right of farmers and
regular larmworkers, who are landless, to own directly or collect-
ively, the lands they till or, in the case of other larmworkers,' to
receive a just share of the fruits thereof;

b.  The right bl small landowners slial] be tespected;
c. Voluntary land-shariny shall be encoturnged;

d.  Farmers, farmworkers, Iandowncrs,'cuuperalivcs and/or
independent farmers’ organizations have the right to participate In
the planning, organization, and management of the CANP;

e. In lands of the public ddinain, the CARP shall respect
prior rights, homestead rights of small settlers, and-the rights of
Indigenous communities to their ancestral lands:

f.  Support to agriculture through appropriate technologyy.
and research, and adequate financial, production, marl:eting and
other support services must be provided; . :

9. Landowners shall be encouraged to invest the proceeds
of the agrarian reform program to promote industrialization,
employment, creation, and. privatization of public sector enter-

prises; and N

'
h. At the earliest possihie time, idle or abandoned ayricul-
tural lands os may be defined by law shall he expropriated for
distribution to the beneliciaries of the ayrarian reform program,

. .
SECTION 19. Bararigay Agrarian Reform ... neif (BARC).

On matters related to agrarian refonn, the DAR shall convene at -
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the barangay level, a Barangay Agrarian flelonm Cauncit, The
BARNC shall e operated on a sell-help hasis and vill he compoged .
ol the following:

a. ﬂcpmscnlnlivc/s ol farmer and (arnen ey
beneliciaries:

L. Nepresentative/s of farmer farmviorte non-
beneliciaries:

c. Representative/s of agricultnral coepnatives:

d. Nepresemtative/s ol Gther farmes oranizations:
e Represemative/s of the Baranpay Councit:

1 .
[l Nepresentative/s of non government nryanization

(NGOs):
1. Hepresentative/s of landloswners:
h. DA officia assigned 1o the barangay;
i OERMIY olficial assigned to the EIGEN
i. DAY Agracian Nefornm lechnoloyist assigned 10 the area
who shall act as the Secietary: anel
k. Land Bank of the Phifippines representative.

The functions of the BANC shall be:

a.  To participate and give support ta the implementation
ol prograrns on agrarian relorm;

L. To mediate, conciliate or arbitrate syrarian conllicts angd
issues that are brought to it for 1nsnlintion: and

c.  To perform such other functions that 1he PARC, its
Execuitive Committee, ar tha DAR Seeretary may
delegate fiom time 10 time.

CHAPTENR V. FINAMCIIG

SECTION 20. Agrarian Reform Fuod. A provided in
Proclamation No. 131 dated July 22, 1997, a special fund s
created, known as The Agiarian Nelarm Fund, an initial amonng

O FIFTY BILLION PESOS (P50 billion) 10 rover 1he estimated

cost of the CANP fiom 1917 10 1992 which shall be sourced from
the receipts of the sale of the dssets of the Assetl Privatization
Trust (APT) and receipts of sale of ill-gotien wealth recovererf
through the Presidential Commission on Good Government and
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such other sources as government may deem apmopriate. The
amount collected and accruing ta this special fund shall be consi-
dered automatically appropriated for the purpose authorized in

this Order,

SECTION 21. Supplen:enial Appropriations. I he amount ol
TWO BILLION SEVEN HUNDRED MILLION PESOS (I'2.7
billion) is hereby appropriated to cover the supplemental requires
ments of the CARP lor 1887, to Le sourced from the receipts of
the sale of Hl-gotten wealth recovered through the Presidential

Commission on Good Government and the proceeds from the sale

of assets by the APT. The amount collected from these sources
shall accrue to The Agrarian Reform Fund and shall likewise be
considered automatically approprinted for the purpose authorized
in this Order. - '

CHAPTER VI. SANCTIONS

SECTION 22. Permanent Disqualification. Persons, associa-
tions, or entities who prematurely enter the land to avail them-
selves of the rights and benefits hereunder, shall be permanently
disqualified hom receiving benefits and shall fo felt their rights

.
herecunder.

SECTION 23. Contempt. Persons, associations, or entities
who willlully prevent or obstruct the implementation of the

CARP shall be liable for conternpt.

CHAPTER VII. GENERAL PROVISIONS

SECTION 24. Ancestral Lands. Within the. framework of
national unity and development, the rights of indigenous cultural
communities to their ancestral lands are hereby protected to
ensure their econormic, social, and cultural well-beipy.

SECTION 25.  Immmunity of Government Agencies from
Umdue Interference. No injunction, restraining orq,er, prohibition
or mandamus shall be issued by the lower courts against the DAR,
the DA, the DENR and the Department of Justice in their imple-
mentation of the CANP,
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9[(, 1"OoMN 26. Assistance of other Governmmeny Entities ihc
PARC in the exercise of jis functions i herehy autharized (‘ "
upon the assistance and support of athe q')vnnnnnm.—'u ’U F"'
bureaus, angd ollices, inchiding © contmting
cotporation,

qoverment-owned o controfled

'Slf(.‘ll()l'-l 21 Applications of Existing Legrciapon
dential Decree Mo. 27, as damended, shall cr)nAlinnn. '
respect to rice and corn lands, covered thereunder 11 provision
ol_ Nepublic Act 110 38499 and oiher ararian lavss not inconsiste )
with this Order shal have suppletory effecy e

Presi.
ty operate with

Heat SECHION 20 Fiep fegistiation of Parengs aned Tigles.
legisters of Depds ae hereby ditecte:s] 1o
Payment ol all fees, patents, titles
fmplementation of (he canp.

Al (
lrom
and documents g auited in the

trgister {rpa

.SECH()N 29, Sepaatulity Clase, . ton any conean any
X section or provision of this Order shiall he bt um-mmilulim;nl or

thwalid, no other section ar provision hereofl shall he aflecinyd
thereby, ‘

SECIHION 30, Repealing Clase. Al laws issuances deerees
or any pait or parts thereof inconsistent with (he procisions ol thig
Otder are hereby repealed or amended accordingly.

R SECTION 31. Eflectiviry Crause.

i The Executive Orde halt
take effect fifteen ich

. (15) days after publication in the Olficial
xazetle or in 3 hewspaper of general circulation it the Philippines.

APPROVED, in
day of July, 1987, .

the City of Manila, Philippines, this 220y

(SGU.) conAzOq . AQUINO
President

.. By the President:

}3' JOKER P. ANNO YO

Executive Secretary
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MALACANANG PALACE
o Manila

EXECUTIVE ORDEN NO. 220

DECLARING FuULL LAND OWHNERSINP 10 QUALIFIED
FANMER ~ BENEFICIARIES COVENED 3Y PRESI
DENTIAL DECREE NO. 27; DETERMINING THE VALUE
OF NEMAIMING UNVALUED RICE AND CORN LANDS
SUBJECT OF.P. 0. NO. 27: AND PROVILING Foun T;(E
MAMMNER UF PAYMENT UY THE FARMER BENEF-
CIARY AND MODE OF CUMPENSATION TO 11IE LAND-

OWNER. -

WIIEREAS, Presidential Decree No. 27, lor purposes ol
detenmining the cost of the land o be translerred 1o the tenant-
larmer, provided that valuation shall be determined by crop

productlvity;

WHEREAS, there is a need to complete Uperation Land
lransfer and accelerate 1he payment to landowners ol lands
lransierred to tenant-farmers; and

WIIEREAS, thera s olso a need to ntaintain the financial
viability ol the Land Bank of the Philippines, the linancing arm of
the agtarian ielorm program’ol the govenment:

NOW, THEREFORE, I, CORAZON C. AQUINO, President
ol the Philippines, by virtue of the powers vested by the Consti-
tution, hereby order that: :

SECTION 1. AN qualified Lamer beneliciaries aro now
deemed full owners as of October 21, 1972 ol e land they
aciulred by virtue of Presidential Deciee ‘No. 27 (heicinalter
1elerred to 8s P.D. No. 27).

SECTION 2. Hencelorth, the valuation of :rice and corn
lands covered by P.D. No. 27 shall be based on the averaye gioss
production determined by the Barangay Conunittee on Land Pro-
duction ‘in accordance with Department -Memorandum Circular
No. 26, series of 1973. and related isspances and regulation ol the

6o

Departinent of Agratian Helonm . | he avere gross production pey
hectare shall he mudtiplied by tveo and a hall {2 5) he poduct of
which shall pe multiplicd b, Foainty Five Peaos (100 00, the
Hovenmment supparg price for one Gwon ol HO has ot 'l.lln'y o}
October 21, 1972, 00 Thinty (e Fesos (I'31 00 (he yavernment
Support price lor one cavan ol HU kilos ol corn an Octoler 21
1972, and the agriount aiived ot shigll he the value of the rice ami
cornn land, as the case may be lor the piupoce of etenining irs
cost to the farmer and Compen- ution to the lanebypwines

Lease rentals pald 1o the Liidowner by the (e Lenoliciary
alter October 21, 1972 shall be considercd as =dvance payment
lor the land. In the event ol dispate with) the landavne tegarding
the amoune of legse restal paid by the fagne beoneliciary, the
Departnent of Agrarian Relorm and the Batavay Conunitioe on
Land Production concerned shall resolve the dicpite vithin thirty
(30} davs fiou igs submission o syang (o Departmnnt of Agiarian
Relorm Memorandun, Citeular 1o 26, series of 1973, anvd other
pertinent issuances. 1 (he Cveba panty questions in court the
tesolution o the dispute, the Lindowner s conpencation claim
shall still be processed o Payiatand the procecds shail he hel

Lin ttust by the Trust Department of the Land fa:00; in wcardance

!

with the provisions ol Section 4 avieol, pending the resolution of
the dispute beluie the cous L

SECHON 3. Compensatior shall be paid to the lando wmerss
In aay of the lollowing modes, ot the option ol the lando.ners:

{a) Bond pPayiment over ten {10) years, with ten percen
(10%) of the value of the land payzble immediately in cash, and
the balance In the fonn of LB’ bhonds beating tnarlet rates of

“interest that are aligned with yy day teasury bills 1ates, net ol

applicable final withholding tax Que-tenth of the face value of
the bonds shall matwe every year fLiom the dJage ol issuances
until the tenth year.

The LB bonds Issued hicreunder shall e eligible for the
purchase of government assets 1o be privatized,

(L) Ditect payment in cash o kind by the fanmer Leneli

ciaries with the terms to be mutually agreed upan by the beneli-

GY



ciaries and landownérs and subject to the approval of the Depart-
ment of Agrarian Reform; and

c) Other modes of Payment as may be prescribed or
approved by the Presidential Agrarian Relorm Coynil.

SECTION 4. Al outstanding Land Bank bonds that are
retained by the original landowncrs»payce or by their heirs, are
deemed matured Up to one twenty filtis (1/25) of theijr yearly face
value from their date of Issue to the (late of this Executive Order
and may Le claimed Ly the original landowner-payee by surrender-
ing the bonds to the Land Bank. The original landowner-payee
may claim payment for the remaining unmatured period of the
surrendered bonds under any of the modes of compensation
provided in Section 3, sub-sections (a), (b), or (c) hereol.

)

In order to mncet the financial requirements mentioned in this
Section, the Central Bank shall remit to Land Bank such sums as
may be necessary from tise Sinking Fund established by the Land
Bank from the retirement of its bonds and other long-term obliga-

tions and which Sinking Fund is administered by the Ceitral .

Bank: Provided, however. That there is no change in matutity of
other outstanding Land Bank bonds acquired and held by trans-
ferees from original hondholders.

]
The landowner is exempt from capital gains tax on the

compensation paid to him under this Executive Order,

S'ECTION 5. In the event the landowner (oes not accept
payment of the compensation due hiin, his compensation shall be
held in trust for him by the Trust Department .of the Land Bank.
The cash portion of the compensation and such portions that

Mmature yearly shall be invested by the Trust Dep.arunent only in .

government securities fully guaranteed by the fiepublic of the
Philippines. All the net earnings of the investment shall be for the
Lenelit of the landowner, his heirs or successors in inlergsl.

The rights of the landowner may be exercised by his heijrs
upon his death,

SECTION 6. The total cost of the land incliding interest at

the rate of six percent (6%) per annum with a two percent {2%
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interest rebate for amortizat
fmmer-l)cncliciary or his hei

ions paid on time, shall e paid by the

15 to the |

and Banl: over a period ol

up to twenty (20) years in twventy (20) equal annnal amortiza.
tions. Lands alteady valued linanced by 1 and Bant are like-
wise extended a 20 year pertod of payment of tvienty (20) equal

annual amortizations. However

elects, may pay in full bely
the Land Bank to structy

to mecet, Ownership of 1and
be translerred alter Iull payn

the farme beneliciary if he so

re the twentieth YO o1 may 1pquest
e repayment period of Ipse than
twenty (20) years il the amaount to be linanced ang the cor-
responding annygl obligations are well within the farmer’s capacily

S

acquired by 1mnmr~beneli(:iaty may

rent ol amortizations.

"SECTION 7. As ol the daie of this Exccutive Order, a lien

by way of mortgage shall exisy in
lands it has financed and acquire
virtue of P.D. No. 27 for all

lavor of the [ aned Bank on all
Jd by the lmmer-lmueﬁcialy by
amortizations, hoth principal ang

Interest, due fom the farme beneliciary o1 a valig transferee

SECTION B, Hencelor
beneliciary to pay three (3)

, cient cause for the Land Bank

SECTION 9. Thirty (3
d the delaulting tenant-fars
lurnished 1o the Departinany

may foreclose on the mortyage

oath of fts intent to foreclos
ity or province where the

copy of the flinal notice for "
“tenmant-farmer and the Departmn
* final notice lor payment; and

annual amortizations on th

“unpaid. The morltyage is decme

said docuinents with the Regi

until the amortizations are paid in full.

th, failyre on the nart of the farmer-
annual amortzations shall be sulfi-

to foreclose on thn mottyage.

U) days alter final notice for payment
ner, a copy ol which notice shall be
ol Agiarian Nelonn, the Larud Bank< )

-
Ly registering a vettification ynder

e with the Negistry of Deepds of the
lard s located attaching theieto: a

e land or

ayment; prool ol service tg the
ent ol Agrarian fieform of the
a certilication that at Inasy three (3)

the st thereo! remain

d foreclosed upon teyistiation ol

stry ol Deeds.

In the event the delaulting tenant-farmer could not be served
the finai notice for pPayment, the Land
I, public market and barangsy hall or

for payment in the town hal
any other suitable place freq

uented by
71

Bank shall post the notice

the public of the barangay



where the delaulting tenant-larmer resides. A certification by the
Land Bank to this effect will substitute fur the prouf of service
of the final notice of payment for purposes of foreclosure.

cities and provinces are directed
to-enter all the requirements of

The Negister of Deeds of al
tno have a separate registry book
loreclosure as provided herein,

SECTION 10. The tenant-farmer, or any of his'cumpulso:y
heirs may Hlft the loreclosure within a period of two (2) years
from its registration Ly paying the Land Bank i unpaid amortiza:,
tions on the land with interest thereon of six percent (6%) per
anaum.*In case of fallure 1o lift the foteclosure within the said
period, ownership af the land shall be deemed transluired to the
Land Bank, .

" SECTION 11.

months alter its acqu
land to any interested
fide landless farmer by the Department of Agrarian Relorm of the,
barangay or the wo closest barangays where the land js situated,
The cost of the land is the unpaid amortizations due on the land -
as ol the date of the salewith interest thereon ol six percent (6%)
per annum. In the event that there is mare than one interested
buyer, the actual buyer shall be determinesl by lottery in the
p:esence of all the buyers or thelr representatives and a representa-
live ol the Department of Agrarian Refoumn. The Deed of Con-
veyance executed by the Land Bank in favor of the farmer trans.
feree shall be reyistered with the Register of Deeds of the city or
‘province where the land is located. Ownership shall transfer to the
farmer transleree only upon registration with the Registry of
Deeds. The lien of the Land Bank by waypl mortyaye on the
remaining “unpaid amortlzations shall Subsist:on the title of the
transferce, ’

isition of the land, shall sell the (oreclosed :

1) month prior’
an Relorm with

SECTION 12. The Land Bank, at least one
to the sale, shall furnish the Department of A')rari
a notice of sale and shall post a similar nolice Ir
public market and barangay hall or any wther
frequented by the public of the barangay where t

suitabre place
he property Is
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t the town hall, §

The Land Bank, not later than three (3) .}

landless farmer duly certified to as a bona |-
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. tion Administration

. out the full tmplementation of this
. the net operating losses directly and indirectly

: GCMCC an accounting of
- against the fund. At the s
..pective !unding,re('iufmmcnls for the

‘ release In coordination wi

located. The. notice shall state
subject of the sale, llhe price, the ¢

the description of the
late and place of sile.

praperty

SECTION 13. fhe National Land Titles
is herelyy
regulations gas may be riece
the Register of Deeds of
taking into considerption
Torrens Systems,

parties,

and Deeds Neyistra.
authorized 1o issue such tuules and
ssiry refative to 1he reyistiation with
all transactions/activities required herein
the need to protest the integrity of the
the interests of the harties and innocent third

.

. All traisactions/activities and their.coucsuondingd()r_uments
that™ are rcgiste:cq with the Reyister ol Deods pursuant to the
requiremcnts,,p! P.D. No. 27 and this Exgcutive Order shall be lee
!Irom all documentary stamips and registration feps.

SECTION 14. The Department of Agrariart Nelorm and the
Land-Bank are authorized to issue the additional impleraenting
guidelines of this Executive Order which shall not be 1zqer than
sixty (60) days liom the date hereol.

SECTION 15. To ensure the successtul implementation of
the Agrarian Reform Program, an Agrarian Nelonm Operating
Fund (Agiarian Fund) shall be set up by the Hational Government
In the Land Bank. The amoum of this Agqrarian Fund, to be
determined by the Government Corporation KMonitoring and
Coordinating Coinmittee (hereinalter referred 1o as GEMCC),
with source the funding -requirernents for Land Bank to carry
proygram which will include

attributable (o this
Pragram and the credit facilities 1o larmers and farmers’ orpaniza-
tions. Within thirty (30) days from the elfectivity of this Execy-
tive Order, the Land Bank shall submit to the GURCC its lunding
requlrements for 1987, Therealter, within sixty (60) days alter
the end of each calendar ytar, the Land Bank shall submit to the
all dravsings the Land Bank had made
ame time, it will also sulymit its 1 os-
current year for review and
validation of the, GCMCC. The amount approved by the GCMCC
shall be deemed a;;prqprialcd and the amount progranuned lor
th the Department of Finance, Budget
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and Management and the National Economic and Developiment -

Authority. Within thirty (30) days from GCM(:C’s approval, such
funds shall be remitted to the Land Bank for ciedit to the Agra-
rian Fund. - : : ' )

SECTION 16. It any part of ‘this Executive Order is declared
_invalid or., mrconstilulipnal, it shall not alffect_any other ‘part
thereof,, L, e ; '

SECTION 17.. AN laws, presidential deciees, orderé, lctters

. of instructions, rules_and regulations, and other issuances or parts
tirereof inconsistent with this Executive Order are hereby repealed .

“or modified accordingly,

_'"'_."‘“SECTION 18.. This Ex;aculive Order shall 1ake effect upon its
signing and publication as provided by law. S -

L .DONE in {he city .of Manila, this 17uh day of Ju_ly,' in the,
-yyear ol Qur Lord, qinglcen hundred and eighty-seven. R
R LI U . .o

oo e
PRSI

'. o )‘ j‘_" s 1,
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. ":'\‘ ST e t v H
Phady o Ui s (SGD.) CORAZON C. AQUINO*
ERR T SEO0 T o President ¢ .
_By,the President: . L , ' .
e e o
R
"k i Tt . o
ol -
3 !- Y ,..'
T . ,

. SGU.) JOKER P, ANROYO
. Executive Secretary-

MALACANANG
Maiila

EXECUTIVE ORDEN NO. 129-A
MODIFYING EXECUTIVE ORDENR NO. 129
REONGAMIZING AND STRENG THENING DEPARTMENT
OF AGRARIAN REFONM AND FOR OTHEN PURPUSES

WHEREAS, Executive Order Mo. 129 dated January 30,
1907 was suspended:

""-'.}"..' WHEREAS, P'lesldenlial Proclamation No. 131 and Executive

"1 Order No. 229, both dated July 22, 1987 ipstituted a Compre-

‘.:,‘»,'hensive Agrarian Reform Program {CARP) and provided the

'

“.mechanisms for its implementation;

WHEREAS, Executive Order No. 229 vests on the Depart-

:{;;fmellt af Agrarian Reform quasi-judicial powers to determine and
’radjudicate agrarian reform matters; '
] .

B WliEﬂEAS,:-ille!e is a need to strengthen and expand the
,'g',!unclion.s of lhé?Depa'rlmenl of. Agrarian Neform to be more
}}\_effectlve.lnAimplememing the Comprehensive Agrarian Reform
.A._P.'_Ogram," ‘ . -

W Y

% WHEREAS,” inder Article XV, Section 6, of the 1987
'}?Cpnslitullon, the President shall continue to exercise legislative
;":;p;iwers untif the First Congress convenes; ’

¥ NOW,.THEREFORE, 1. CONAZON C. AQUITIO, PRES.
:DENT OF.THE PHILIPPINES, by virtue of the pow.ers vested In
“me by the Constitution, do hereby order:

j!""i * SECTION 1. Title. This Execuuve Order shall otherwise
‘be known as the Reorganization Act of the Department of Agra-
‘rian Relorm.

SECTION 2. Reorganization. The Oepartment of Agrarian
,Reform is hereby reorganized structurally and functionally, here,
Inalter relesred to as the Departlnent, in accordande with the
'p:rovislons of this Executive Order.
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‘the privilegre pranted heretinder for brivate or unauthorized pur-
poscs, shall be punished by a fine of five hundred pesos or imprison.
ment of not more than three years or bolh,

This Decree ghall take effect inunediately.

Done in the City of Manilg, this 213t day of October, in the
: year of Qur Lord, nineteen hundred and seventy-two,

(SGD.) FERDINAND L. MARCOS
. President
Republic of the Philippines

MALACARANG
MANILA

By the President of "Yie Philippines

PRESIDENTIAL DECREE MO. 27

‘l‘)c-crsc.ing The Emancipation of Tenant From The Bondagre of The
Soit v . ~ ey o Them The Ownership of The Lawd They Tin
net Poovatig The Instruments ang Mechanigm Therefor,

!

| Inasmuch as the old concept of land awuership by a few hag
JLpawyned valid and legitimate grievances that gave rise to violent
conflict and social tension, '

The redress of such legitimate grievances being one of the
quqnmental objectives of the New Society,

Bince Neformation must slart with the emancipation of the
tiller of the soil from his bondage,

low, THEREFORE, I, Ferdinand E. Marcos, President of
the Whilippinaes, by virtue of the powers vested in me by the Cons-
titut'on 13 Conunnnder-in-Chijef of the Armed Ferces of the I’hil-
ippines, and pursuant to Proclamation No. 1081, dated September
21, 1972, and General Order No. 1 dated Septemnber 22, 1972, ns
nmended do hereby decree and order the emancipation of all tennnt
farmers as of this day, October 21, 1972;

This shall apply to tenant farmers of private agricultural
lande primarily devoted to rice and coin under a system of share-
crop or lease-tenancy, whether classified as landed eslate or not;

The tenant farmer, whether in land classified ns landed estate
or nol, shall be deemed owner of a yortion constituting a family-
size farm of five (0) hectares if not irrigated and three (3) hec-
tares if irvigated:

In ali cases, the landowner may retain an arca of not more
than seven (7) hectares if such landowner is cultivating such area
or will now cultjvate it;

For the purpose of determining the cost of the land to be
transferred to the tenant-farmer pursuant to this Decree, the value
of the land shall be cquivalent to two and one. half (2L%) times the
average harvest of threce normal crop years inuncdialely preceding
the promulgation of this Decree;

The total cost of the land, including interest at the rate o1 .
(G) percentum per annum, shall be paid by the tenant in fifteen
(15) years of fifteen (15) equal annual amorlizalions;

In case of default, the amortizations due shall be paid by the
farmers’ cooperative in which the defaulting tenant-farmer is 8
member, with the cooperative having a right of recourse against
him;

The government shali guaranty such amortizations with
shares of stock in government-owned and government-controlled
corporations;

No title to the land owned by the tenant-farmers under this
Decree shall be actually issued to a tenant-farmer unless and until
the tenant-farmer has become a ful-pledged member of a duly re-
cognized farmers' cooperative;

Title to land acquired bursuant to this Decree or the Land
Reform Program of the Government shall not be transferable ex-
cept by heredit:uy succession or to the Government in accordance
with the provisions of this Decree, the Code of Aygiarian Reforms
and other existing iaws nnd regulations;
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The Department of Agrarvinn Reform through its.Secretary is
hereby: cmpowered o promulgrale rules and regulations for e
implementation of this Decree.

All laws, executive orders, decrees and rules and regulations,
or parts thereof inconsistent with this Decree are hereby repenled
and,’'or modified accordingly.

Done in the City of Manila this 21st day of October, in the
year of Our Lord, nineleen hundred and gsevenly-two.

(SGL.) FERDINAND 1. MARCOS
President
Republic of the Philippines -~

MALACARANG
MANILA

PRESIDENTIAL DECREE MO. 28

ESTABLISHING SEVEN REGIONAL PRISONS AND CON-
VERTING  EXISTING NATIONAL PENAL INSTITUTIONS
INTO REGULAR PRISONE AND PENAL FARDS, APPRO-
PRIATING I'UNDS THEREFOR, AND FOR OTHER PURPOSES.

WHEREAS, there were pending before Congress prior lo Lhe
promulgalion of Proclamation No. 1081, dated September 21, 1972,
certain priority measures vitnl to the establishient and mainle-
hance of peace and order Lhroughout the land;

WHEREAS, one of these priority measures {s a bill, entitled
“An Act Establishing Seven Regional Prisons and Converting
Existing National Penal Institutions Intg Regulnr Prisons and
Penal Farms, Approprialing Funds Therefor, And For Other Pur.
puses’’;

WIIIRIEAS, this measure offers a posilive solution to the
problems bred by our overcrowded national prisons nnd perpetualed
by am integrated syslem of confinement of various lypes of felons,
irrespective of whelher they are incorrigibles or merely first
offendery;

WHEREAS, this bin will reduce the incidence of escipes
amonys the naljonal prisoners and promote their rehabilitulion
by bLringing prisoners and their fumilies and friends closer to
each other;

NOw, THEREFORE;, I, FERDINAND E. MARCOS, Pres-
ident of the Philippines, by virlue of Lhe powers vested in me by
the Constitution as Commander-in-Chief of all the Armed Forces
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of the Philippines, ang puwrsuant Lo Proclamation {ig. 1081, daled
September 21, 1972, and General Order No. 1, date] September 22,
1972, as amended, and in order to effect desiied changes and re-
forms in the social, economic and political struetu ey of our sp-
ciely, do hereby decree that 1louse Bill No. 4385, enlitlod AN
ACT ESTABLISHING SEVEN REGIONAL PRISONS AND
CONVERTING FXISTING NA TIONAL PEN] INSTITU-
TIONS INTO REGULA I8 PRISONS AND PENL FARMS, AP-
PROPRIATING FUNDS Y'IIE'I?E'F()R, AND FOR OTHER PUR.
POSES”, ig heceby adopled and approved, and made part of the
Faw of the land : Provided, That there shall pe immediately estah-
lished, in lieu of the mumber and localion of the penal establigh”
ments crealed thercunder, one reggional prison in euch of the follow-
ing provinces and arca:  Leyle, Pangasinan and Northeastern
Mindanao.

‘This decree shall tale eflect immediately : I'ovided, ‘That
amendments, changes and modifications may be made by me anid
the same shall take effecl after v announcement thereof nr by
my duly designated representalive.

Done in the City of Manitx this 251 day of October, in the
year of Our Lord, nineteen hundred and seventy-lwo.

(SGD.) FERDINHARD [ MARCOS
President.
Republic of the Philippines

MALACANANG
hMArmLA

PRESIDENTIAL DECREE NO. 29

AMENDING SUBPARAGRAPH (D) OF SECTION SEVENTEEN
HUNDRED THIRTY-NINE AND SUBPARAGRAIN () or

SECTION SEVENTEEN HUNDRED FORTY OF 1HE REVISED

ADMINISTRATIVE CODE,

WHEREAS, there weie pending before Congress prior lo the
piromulgation of Proclamation No. 1081, dated September 21, 1972,
cerlain measvres vital to the establishment and mainlenance of
peace and order throughout the land;

WIIERITAS, one of these priorily measures is Hou_¢ Bill No.
2544 which providés {hat prisoners sentenced to not more han six
(G) months shall be deemed municipal prisoners and those sen-
tenced to a maxinmum lermi of 120t more than three (3) years shall
be deemed provincial or cily prisoners;


http:WIIII.AS

now
Jem
tion,

con.
tly,
ness
on:
net;
urt;
nan.
1 to
ring
‘NE,

be-

ed,”

y
e

) :'l‘.)'.;,:: -

e

. distribution

"' against unfair
and trade practices,

NATIONAL ECONOMY & PATRIMONY

1G5

Seztion 17 of Article M| recuires a verified deziaration of zssets, habiiisies

and net worti: of cvery public officer or empioyae apd

same iz constitilionaliy required (in
to tae Prezidicnt, the Vice-Frozigent,
Mienisers of the Cenorese,
censtitutional offices

fiag roni:,

cno ciher
ge=ncral or

pucliz officers, & law may iikewise rezuire cublization cr pusiic

Pubiic disciesure of the

the manrer provides by faw) with respest
the Members of tiye
the Susremes Ceurt, the Cenziivutinral Commissions

Caminet as well os

mzivding tne ciicers of tje sroaed forces with
It e vndersiond, however,

that with respest to all cther
dizziosure of

the dzzlarstien of cssets, lizkilities and net veorth,

The law siall deal with any
seaks
cf anzther country,

—

onrure,

service unger

<ertain conditions subje

public efficer or employee who, during his
to cnance hie citizenship or acavire the states of an immigrany
Tie iaw may provide that

they be separated from the

<t to exceptions,

Provisions related o sccountability of public officers are found in other
articles like those of the Juu'iciary {on moral qualifications,.rcmoval of Judges,

ete.), Civil Service Commission

Article X[}
NATIONAL ECONOMY AND
" PATRIMONY

Section 1. The goals of the na-

tional €Conomy are a2 more equitable
of opportunities, in-
come, and wezlth; a sustained in-
Crease in the amount of goods and
services produced by the nation for

the benefjt of the people; ang an
.expanding productivity’ as the key

to raising the quality of life for all,
especially the underprivilesed.

The State shall promote indus-
triaiization and $uli employment
based on sound agricultural’ deve.-
lopment and agrarian reform,

through industries that make full

and efficient -use of -human and na-
tural resources, and which are com-
petitive in both domesijc and for-
eign markets, However, the State
shall protect

foreign competition

In the pursuit of these goals; all
sectors .of the economy. and all re-
gions of the country sazll be givven

Filipino enterprises’

—— - tas -

and General Provisions.

Artikulo X1
PAMBANSANG EKONOMIYA AT
' _ PATRIMONYA

Seksyon 1. Ang mga tungupin ng
pambansang ckonomiya ay ligit
pang ckiwitableng 'pcma.mahig ng
mga pagkalataon, J:itg q; kayama-
nan, sustinadong pagpaparami ng
mya Lalal:al at m 9a pagiiitnglod na
ltlha ng bansg rara sa kapaiing-
tangan -ng sambayanan; qt huma-
lagong ragkaproduktibo bilang susi
Sa pag-aangat ng uri ng pamumu-
hay-para sa lahat, lalo ng sg mga
Lkapus-palad. - e

Dagat itaguyod ng Estado ang
industryclisasyon at peglalataon
na .mag]:ahamzpbitlzay ang lahet bg-
tay sa mahusay na pagpapaunlad
ng pagsasala at réepormang pansa-

lzahan, sa pamamagitcn ng mgq -
dustrya ng gumagamit nang luby.:

san at episyente sq mga lakayalian
ng tao at mga likas na kayamanan,
at nakikipagpaligsahan kapwa sa
mga pamilitang lokal gt dayuhen,
Gayon man, dapat pangelagaan ng
Estado ang Mmga negosyong Pilipino
iaban sa marayang komm’tmyang

dayuhan at mga naiamihasran sg

vangangalakal, * L
Sa pagsisikap na matemo ang
mga tunguhing ‘tto, depat bigyan

ng-lubos na pagkakataong umuniad

e s e o = + ot — .
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166 THE NIW CONSTITUTION CXPLAINED

optimum  opdoTTUNItY 1o develop.
Privaw enterprises, inciuding cor-
porations, cooperatives. and similar
collective crennizations, shall be en-
couraged te broaden the buse of
their ownersaip,

Sec. 2. All lands of the public do-
mains, waters, minerals. coal, pet-
roleum, and other mineral oils, all
-Torces of potential enercy, {ish-
eries, Zorests or iimber, wiidiife,
flora 2nd faunz, and other natura)
resources are owned by the State.
With the exception of agricultural
lands, all other natural resources
shall not te 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 may
enter into co-production, joint ven-
ture, or production-sharing agree-
ments with Fiiipino citizens or cor-
Dorations or. associations at least
sixty per centum of -whose capital
is owned by such citizens. Such
agreements may be for a period not
exceeding twenty-five years, renew-
able for not more than twenty-five
vears, and under such terms and
conditions as may be provided by
law. In cases of water rights for
irrigation, water supniy, Iisheries,
or industrial uses other than the de-
velopment of water power, benefi-
cial use may be the measure .and
lin;it of the grant.

The State shall protect the .na-
tion’s marine wealth ir its archipe-
lagic waters, territorial sea, and ex-

ane laie! v mac sciztor clonomilo
al moa rcitnor no uensa.

Dapat pesigiaiin ang mae vriva-
doiiy necgosno, pati na maa lzorpoe-
reswon, maa iccoperatiba a?! iatulg.
ring moa lansaiang orpanisasyon,
sa pagpapaluwal ng basce g iani-
lang pagmaman-ari. )

Sck. 2. Ang luhat ng moa lupaing
ari ng dbayan, mga tubrg, maa mi-
neral, karbon, pctralye at ipa nang
maa langis mineral, lahet ng muya
iakes ng magapamit na cieritne,
moa pangisdaan, mga iagubatan o
mga kahuyan, buhay-iieng, ialg-
man _at iayop, at iba pang noe l-
lkas na kayamanan ay ari ng Esta~

cdo. Hindi maaaring ‘tiipat icnino

man ang lahat ng iba pang mge -
kas - na kayamanan ‘maliban sa mea
lupaing pansa.,’;qiza.n.' Dapat suma-
talim sa ganap na.lontrol at super-.
bisyon mg Estado ang paggalugad,
pagpapeunlad, at pagsasagamit ng
mga likas na kayamanen.’ Ang mga
gawaing ito ay maaaaring tuwi-
rang isagawa ng Esiado, 0 ito ay
maaaring malipogkasunduang J:o-
produi:syon, magiasamang pai:iki-
pagsapalaran, bakasang *produk-
Syon sa mga mamamaeyang Pilipino
0 sa mgae korporasyon o mga aso-
sasyon ‘na ang animnapung por-
suento man lamang ng puhunan ay
ari ng gayong mga memamayan.
Ang gayong mga kasunduan ay ma-
aaring ukdl sa penrahong handi hi-
higit. se dalowampu't limang taonm,

‘na mapepanidbago sa hindi hihigit

sa dalawempu't limang taon, at sa

. tlalim ng mga termio at mga kon- -
- disyon ma maaaring itadhana ng

batas. Sa kalagayan ng mga lara-
patan so paiubig, panustos-tubig,
mga pangisdaan-o mga gamit pang-
industrya na iba ‘sa pagpapaunled

ng lakas-tubig, ang gamit na kapa~ -
ki-pakfacbang ang maasaring ma-

ging sukdten at Latakdaan ng pag-

.Lakalood. ) Co
- Dapat pangalagaan ng Estado

ang yamang-dagat ng bansa sa mga
karagatan rangkapuluan, dagat
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clusive cconomic zone. and reserve
its use and cnioymeon: exclusively
to Filipino citizens.

The Congress mav, by law, aliow

small-scale utilization of natural re-
sources by Filipino citizens, as well
as cooperative fish iarming, with
priority to subsistence Tishermen
and fishworkers in rivers, lakes.
tavs. and lacoons.

The President may enter into

agreements with foreign-owned cor-
porations involving either technical
or financial assistance for large-
scale exploration, development, and

“utilization of minerals, petroleum,

and other mineral oils according to
the general terms and conditions
provided by law, based on reaj con-
tributions to the economic growth
and general welfaré of the country.
In such agreements, the State shall
promote the development and use
of local scientific and technical re-

sources. v

The President shall notify the
Congress of every contract entered
into in accordance with this provi-
sion, within thirty days from its
execution. : -

" Sec. 3. Lands of thé public do.
main are classified into agricultu-

.ral, forest or timber, mineral lands, -

and national perks. Agricultural
lands of the public ‘domain. may ke
further classified by law according
to the uses to which they may be
devoted. Alienable lands of the pub-
lic domain shall be limited to agri-
cultural lands. Private corporations
or associations may not hold such
alienable lands of-the public domain
except by lease, for a period not ex-
ceeding twenty-five' years, renew-

rerritorval al clstusive ne soneng
bangicabuianan nito, at dapei tiaan
ang ckslustbong puguemit at pagia-
tamasa nito sa mga mamamaneng
FPiiipino.

Maaaving paintulyian na Kon-
greso sa pamemagitan ng batas ang
maiiitang nagsesagamit ng mya {j-
kas na i:anamanan ng mae mama-
mayang Piipino, gayon iy ang
pan_(/i:aopcratibang nag-aaiaga ng
isdc, na ang vrayoriti av se rewid-
buiay na myga mangingisia qf nga
manggagawang pang-isda sag maa
ilog, mga lawa, mga look, at mga
dagai-dagatan.

Ang Pangulo ay maaaring malki-
vagkasunduan sq mga korporas-
yong aring-dayuhan na Linapapa-
looban ng tulong teknikal o pinen-
syal rara sa malawalkang ragoalu-
gad, pagpapauniad, at pagsasaga-~
mit ng mge mineral, petroluo at 1bq
pang mga-langis mineral alinsunod
Sa mga pangkaichatang termino at
mga kondisyon na itinatadhang ng
batas, batay sag mga tunay na am-
bag sa pagsulong na rengiabung-

. yan at sa kagalingang paniaiiat ng

bansa. Sa gayong mga kasunduan,
dapat itaguyod ng Estado ang pag-
rapaunlad at pagamit sa mga lokal
na batis syentipiko at'iteknikal, ]

Dapat ipagbigey-alam ng Pang-
ulo sa Kongreso ang bawat komtra-
tang pinaiipagkayarian aiinsunod
sa tadhanang ito sa loo ng tatlum-
pung arew mula sa pagkakapagsa-
gawea nito, ’

Sek. 3. .Any mga Zupa.i.ug_ art ng’

beyan ay inuuri no pansakahan, kq-
gubatan o kakahuyan, lupaing mi.
neral, at moa pambansang varie,
Ang lupaing pansaekahen ng gri
ng bayan ay maagring usdin pa
Sa pamamagitan ng batas alinsunod

'S¢ mga paggagamitan nito. Dapat

iimitahan sa mgg lupaing pensgka-
hanv arg maililipat na mga lupaing
ari ng bayan. Hindi maoaring hy-

.mawek ang alin mang pribadong

korporasyon o asosasyon ng moa

lztpging maililipat nag ar ng bayan
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external ecniro! cuzh that the Silinino: tnemseives or trovsh their Teoresens.
tives, can freciy dezige their czonomic plan: and prograns,

The primary guitiing nrinzipies with retpest to our national ccenomy ang
R3trimony may pa siaqeq a: followz: (1) wiinment o the cznumon nsod; (2
spelizetion of ihe prinzinic of tudsidiarity; and {2) foliowing tie prinsipie of
soiidarity,

The attainment of the comnsion aoce has always been the gszl of every
Siviiized zaziety. Zvary individual s given importance i the sttzinment ef this
eoal. His zctuztions nust ot Se designed only for himseif but aiss for others,
The first sentencze of Sestion 6 of the instznt Article suzzorts this siztemeny,
"The vse of Freperty bears a ogzzjgl funztion, and a) ednsmic agents chyll
Lniritute o the common gesd.” Thus, the situation centemplated is thay
every member of society must be afforgad the opportunities for him to be de.
velcped materially, politizaliy, culturally and spirituzliy. It s amounting to
tetal human liberation. And whan man’s notentials are well-developed Lased
on equal distribution of Opportunities, wealth and income, it is’ expacted that
‘there will ba sustained increzse in Produstion, goods and services, thys raising
the quality of life for all, not only for a segment of society.

Under the principle of subsidiarity, it is private initiative that should be
the main basis of €VEry esonamic activity in the sense that when such activity
can be psriormed responsibly and efficientiy by private individuals of Private
agencies, the Stzte shall refrain from interferring. State interference shall be
justified only for the attainmant cf the common good. It gjves way to the so. -
called "free enterprise” or “private enierprise’’ ezonomie system. But when "
the desire for Unrestrained profits becomes the overriding motive, the common -
gozd is imperilled and this will justify State interference, ‘

The concept of sclidarity teaches that it is the duty of every individual,
in the pursuit of the common good, to make himself preductive and avoid in.
dolen¢e znd mediocri,ty in his work. Of céurse, this assumes an environment
where there i equitakie distridution of wealth and equal opportunities. for
work. . - - : '

. . Section 20 of the article on Dezlaration of Principles and State Policies
supports the principle of subsidiarity when it proviges: . "'The S:ate recognizes
the indispensable role of the private sector, encourages grivate enterprise, and
Provides incentives to needed investments.” And closely related thereto is the
second sentenze of Scction 6 of the instamt Article which states: “Individuals
and private groups including cor#oratian;, cooperatives, and simjjar collective
iwgmi:ations, shall have the 'right to cwn, establish, and operate economic en-
‘terprises, subject to the duty of the State to promote distributive justice and
to intervene when the common good so demands.” - - : ‘

-

" The 60%40% equity in a corporation or association in the exploration, -
" development anc vtilization of natural resources has been retained with the
40%. as the maximum equity for alien but the 60% equity for Filipinos, Se-
Cause of the use of the words 3t least sixty per centum” can be increased by,
the Congress (even Up to 100%) when domestic capital becomes moi. avajl.
able. Layering in corporate practice through the so-called grandfasher rule is -
co.ns'{iwticnally ﬁrphibitéd__because this will enable aliens to own in effect more .
" than 40%. This was the answer of Bernie Villegas to an interpellation on the
subject by Jose N. Nolledo, S
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Ticre ic no mrevition in Sestion 2 &f ine iRZITn! Artizie on Nt parzina.
tion of foreign invesier:s in the governing vocy of the corparation en

aanzd in
the explisratizn, deveiczmen: and utiiization of natural rezources unjike

in Sec.
invesicrs in
the asvernment =o:iv gf any public uiiiny eniersrise shill ke limireg to their
PrERcridnate dhare inite zzpital” Tihe zame rulc however, shall apply to Sec.
tion 2 bezzuce of FD Ne, 715, wiich presidential gecree chall certinue to cpe.
rate until cmenziod, repzeled or revolied, pursuan! 1o Seztion 3 of Lrucie IV,
inirz,

tien 11 €f the inziane hriicle where “the Fartlicination of fcreign

Yith ressect to our marine wealth, the New Constitution provides for the
i i {oais wealth, whether found in arzhinelagiz wWaiers, or tarritorip)
S22, or exziusive ezonomic zone and it is likewise proviged that the Siate shalf
ressrve the use znd enjoyment of its marine wealth exclusively to Filipino citj.
z=ns. Therefcre, the 60°,-20°; equity shculd not apply to the marine wealth

of the country which constitules also sart of the Nation's natural ressurces,
) .

Ccoperctive fich farming may be allowed by law with priority to subsis.
tence fishermen and fichworkers in rivers, lakes, bays and lagoons., PRafer
3iso to 3ection 7, Article X1l on protection to the rights of subsistence fish.
ermen.

Service contracts with foreign-owned corporations for technical or finan.
cial assistance may be entered into subject t¢ the following conditions:

(1) They are entered into By the President; .
(2). They cover technical or financial assistance for large-scale exploratian,
devejorment and vtilization of minerals, petroleuvm and other mineral ojls;-

(3) Must be Lased on real contributions to the economic growth and gen:
eral welfare of the country;’ : :

(4) They shall embody stipulat-ions wherein the State shall promote the ‘

!
(5) Thay must be in accordance with the general tsyms and conditions
rrevided for by law (a general law); and . -
(6) The President shall riotify the Congress of every service contract en.
terec into by him, within thirty (30) days from its execution, o

*al ressurcas, SEEY :5.‘5:::!2:::'5! lande, shall "::‘ ks zlisngted, {Saz,
aiienzble lands of the pubiic domain shall be Jimited to 2griculiurs}
lznds. (Sec. 3) . o . .

Private corporations or asso:iations'mzy hold alienable lands (agriculty.
ral) cf the public domain only by lesase, not to exceed 1,000 hectares in area
for = pericd not exceeding 25 yearz, renewable for not more than 23 years. In-
dividuals vho are citizens of the Philippines may hold alienable lands of the

public domain either by lease (not mcre than 500 hectares) or in ownership
(nat exceecing 12 hectares). This 12-hectare limit may still be decreased under

. the second Paragraph of Section 3 of the instant Article. So also, the maximum

limits for leake above may likewise Le decren_cd by the Congrass under said
paragraph, o . o ST . '
Aliens may not acquire lands of the public domain either by lease or in
ownership, except by way of private corporations which as already stated may
be merely lessees of alienable lands of the public domain. - -

As to private laﬁds, the same may be transferred or .conveyed only to in. .

dividuals, corzorations, or associations quzlified to acquire or hold lands of



-him 25 his residenze.” Unsger Sp El3. 125 zbove, "in the
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the pubiiz domsin as Chdersiond in Sestion 3 of the inztant Article, except, of
zourse, in casnr ot hc.’c-..'i:;.—y tuezessizn, bul despite these provisions (as ta
ownerzhir of private fznds), o natural-born zitizen of the Fihiiinnines wie has
l=zzt kie Fhiitppine citizenzihin Moy be a transicree of private iznds, stbjezt to
such limitation: og mzy be provided by law. !Se:. 7, Arto XYY This Sazuion S
Arsizle UM, conirary to pssuizr Lief, i desizned 1o cive censtitutions! sup.
port to BP Bir. 125 which provides thar “any naturzibern zitizen of tie Phiiip.
pines wio nas fost his Ehiiippine citizenship and who has the legal czpazity 10
chter into a contraszt uvnger Phiiippine fawer may be a transfcree cf private
iand up to a maximum arez of one thousand {(1,000) szuare meters, in the
case of urban land, or one hezizre in the case of rural fand, 0 be usecd by

c2se of riarried cou.
pies, one of them may avzil of the privilege herein provided; Brovided, That if
both chall avail of the same, the to:al area required shall not excead the maxi.
mum herein fixed.” Moreover, under BP 8lg. 135, “in case the ‘transieree: al.

ready owns urban or rural lznds for residential purpesss, he shall be entitled.

to be a transieree of additional urban or rural fands for residential purposes
which, when added to those already owned by him, shall not exceed the maxi.
mum areas herein authorized.” = - )

Note also that granting a usufrust over a Jand to an alien does not violate
the Constitutional prohikition against aliens acguiring lands in the Prilippines,
{See Palacios vs. Ramirez, L-27952, Feb. 15, 1982) .

TB:_ 60%6-405, provisions on naiural resources (Sec. 2) an& public utilj.

ties (Sez. 11) are provisions on foreign investments. So also, under Section °

11 {2), Article XVI, enly Filipino citizens or. corporations or associations at
least 705 of the capital of which is owned by such citizens shall be aliowed
to enzage in the a:ivertising industry, Under_ Section 11 (1) of Article 3V,

““the ownerzhip and management of mzss media shall be limited to citizens of
the Philippines, or to corporations, cocoperatives or associations, wholly-ownad

and managad by such citizens.’ Under Seztion 4 (2}, Artizle X1V, “educational

institutions, other than those established by religious groups and mission

boards, shall bs owned zolely by citizens of the Pi;ilippines "or corperations or
assoziations at least 60% of the capital of which is owned by such citizens.

Outside of the cases above sizted where Fi.ii'pino equity is'expre.ssly pro-,j

vided: for, aliens may invest even up to 1009 eXZept as may be regulated or

limited by laws on investment of the Congress. Nevertheless,- Under Section 10

of the instant Article, “the Congress shall, Upon recommendation of the econo-

mic‘and planning agency, when the national interest’ diciates, reserve to citi..

zens of ths Fhilippines or to zorporations or 2ssociations at fsast 60%, cof whose '
- capital is owned by such -citizens, ‘or such higher percentage as the Congress.

may prescribe, certain areas of investments.” * Note that aur investment la&y's
remain effective until amended or'rep&;led. {See Sec. 3, Art. Xviny -

‘operation of enterprises whose capital -is wholly-owned by Filipines. (Sec. 10,
par. 2) This is a Chito Gascon amendment. ... . o e

*" The -above ;;rovisiohs can b qd;iifféa, as may be ap;;ropriate, by the rulc...

thllt'"in the crant of. rights, privileges, and concessions covering .the national

ecoromy and  rimony, :ae State shall give ;ii-efargnce to éu:!ifiud'Filipinos,” ’

a proposal of :se N. Noilado.

i SN Thé:tShQ;:ﬁ; shall enact me'as-ure's' that will encourage the formation and
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AN ACT INSTITUTING A COMPREHENSIVE AG-
RARIAN REFORM PROGRAM TO PROMOTE
SOCIAL JUSTICE AND INDUSTRIALIZA-
TION, PROVIDING THE MECHANISM FOR
ITS 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. - 1t is the policy of
the State to pursue a Comprehaensive Agrarian Reform Program
(CARP). The welfare of the landléess farmers and farmworkers 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-sizei
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 to
the ecolopical needs of the nation, shall be undertaken to provide
farmers and farmworkers with the 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 directly or
collectively the lands they till or, in the case of other farmworkers, to
receive n just share of the fruits thereof. To this end, the State 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 the principles of agrarian reform, or
stewardship, whenever applicable, in accordance with law, in the
disposition or utilization of other natural resources, including lands
of the public domain, under lease or concession, suitable to
agriculture, 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 agri:rltural estates, which shall be distributed to them-in the
manner provided by law. '



By meuns of appropriate incentives, the State shall encourage the
formation and maintenance of economic-sized family farms to be
constituted by individual beneficiaries and small landowners.

The State shall protect the rights of subsistence fishermen,
especinlly of local communities, to the preferential use of communal
marine and fishing resources, both inland and offshore. It shall
provide support tn such fishermen through appropriate technology and
re-eavch, adequate financial, production and marketing assistance
and o'her services. The State shall also prolect, develop and conserve
such resources. ‘The protection shall extend to offshore fishing
ground- of subsistence fishermen against foreign intrusion.
Fichvorkers shall receive a just share from their labor in the
vtilization of marine and fishing resources.

The State shall he guided by the principles that land has a social

1~tion and land ownership has a social responsibility. Owners of
acvicultural Jand have the obligation to cultivate directly or through
labor whninistraticn the lands they own and thereby inake the land
praductive.

The Stote shall provide incentives to Jandowners to invest the
procerds of the agrarian reform program to promote
inductrialization, employment and privatization of public sector
enterprizes. Financial instruments used as payment for lands shall
contain features that shall enhance negotiability and acceptability in
the marketplace. '

The State may lease undeveloped lands of the public domain to
qualified entities for the development of capital-intensive farms, and
traditionnl and pioneering crops especially those for exports subject to
the prior rights of the beneficiaries under this Act.

SEC. 3. Definitions. For the purpose of this Act, unless the context
indicates otherwise: ! '

(a) Agrarian Reform means ‘the redistribution of gands, "

rardless of crops or fruits produced, to farmers and regular
iurmworkers who are landless, irrespective of tenurial Arrangement,
to include the totality of factors and support services designed to lift the
economic status of the beneficiaries and all other arrangements
alternative to the physical redistribution of lands, such as production
or profit-sharing, lnbor administration, and the distribution of shares
of stock, which will allow beneficiariey to receive a Just share of the
fruits of the lands they work. ' R

(b) Agriculturg. Agricultural Enterprise or Agricultural Activity
means the cultivation of the soil, planting of crops, growing of fruit
trees, raising of livestock, poultry or fish, including the harvesting of
such farm products, and other farm activities and practices performed
by a farmer in conjunction with such farming operations done by
persons whether natural or juridical.

2

—
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(c) Agricultural Land refers to land devoted to agricultural aclivity
us defined in this Act and not classified as minceral, forest,
residential, commercial or industrial land.

(d) Agrarian Dispute refers to any controversy relating to tenurial
arrangements, whether leasehold, tenancy, stewardship or otherwise,
over lanids devoted to agriculture, including disputes concerning
farmworkers' associalions or, representation of persons in
negoliating, fixing, maintaining, changing or seeking to arrange
terms or conditions of such tenurial arrangements.

It includes any controversy relating to compensation of lands
acquire:d under this Act and othér terms and conditions of transfor of
ownership from landowners to farmworkers, tenants and other
agrarian reform benchiciaries, whether the disputants stand in the
proximate relation of farm operator and beneficiarv, landowner and
tenant, or lessor and lessee. '

(¢) Idle or Abandoned Land refers to any agricultural land not
cultivated, tilled or developed to produce any crop nor devoted Lo any
specific economicpurpose continuously for a period of (3) thice vears
immediately prior to the receipt of notice of acquisilion hy the
povernment as provided under this Act, but does not include land that
has become permanently or regularly devoted to non-apricultural
purposes. It does not include the land which has become unpraductlive
by reason of force majeure or any other fortuituos event, provided that
prior to such event, such land was previously used for agricultural or
other cconomic purpose. .

() Farmer refers to a natural person whose primary livelihood is
cultivation of land or the production of agricultural crops, either by
himself, or primarily with the assistance of .hic immediate farm
household, whether the land is owned by him, or by anolher person
under a ledschold or share of share tenancy agreement or
arrangement with the owner thereof.

(g) Farmworker is a natural person who renders service for value
as an employee or laborer in an agricultural enterprise or farm
regardless of whether his compensation is paid on a daily, weekly,
monthly or "pakyaw” basis. The term includes an individual whose
work has ceased as a consequence of, or in connection with, a pending
agrarian dispute and who has not obtained a substantially equivalent
and repular farin employment.

(h) Repular Farmworker is a natural person who is employed on a
permanent basis by an agricultural enterprise or farm.

(i) Seasonal Farmnworker is a natural person who is employed on a
recurrent, periodic or intermittent basis by an agricultural ealerprige
or farin, whether as a permanent or non-permanent tuborer, such as
"dumaan”, "sacada”, and the like. ’
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- () Other Farmworker is a farmworker who does not fall under
paragraphs (g),¢h) and (i).

(k) Cooperatives shall refer to crganizations composed primarily of
small agricultural producers, farmers, farmworkers, of other
arrarian reform heneficiaries who voluntarily organize themselves
Hor the purpone of pooling land, human, technologicul, financial or
other ecinermic resources, and operated on tke principle of one
membor, oue vete. A juridical person may be a member of a
cooprrative, with the same rights and duties as a natural person,

CHAPTER 11
. COVERAGE

SEC. 4. Scope. - The Comprehensive Agrarian Reform Law of 1988
shall cover, regardless of tenurial arrangement and commodity
produced. all public and private agricultural land$ as provided in
Proclamation No. 131 und Executive Order No..229, including other
lands of the poblic domain suitable for agriculture.

Maoye specilically, the following lands are covered by the
Comprehensive Agrarian Reform Program:

(a) All alienable and disposable lands of the public domain devoted
to or guitable for agriculture. No reclassification of forest or mineral
lands 'o agricultural lands shall be undertaken after the approval of
this Act until Congress, taking’ into account ecological,
devellj')mentul and ‘equity considerations, shall have determined by
law, he specific limits of the public domain;

(b) All lands of the public domain in excess of the specific limits as
determyined by Congress iri the preceeding paragraph;

(c) All other lands owned by the Government devoted to or suitable

agriculture; and ’ ’ )

(d) ‘An private lands devoted to or suitable for agriculture
regardless of the agricultural products raised or that can be raised
thereoh. . »

SEC 5. Schedule of Implementation - The distribution of all lands
coverec’l by this Act shall be implemented immediately and completed
within ten (10) years from the effectivity thereof.

SECTION 6. Retention Limits - Except as otherwise provided in this
"Act, nfperson may own or retain, directly or indirectly, any public or
private agricultural land, the size of which shall vary according to
factory governing a viable family-sized farm, such as commdity
produq'ed, terrain, infrastructure, and soil fertility as determined by
the Presidential Agrarian Reform Council (PARC)created
hereun.der, but in no case shall retention by the landowner exceeq five
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(5) hectares. Three (3) hectares may be awarded to each child of tlie
landowner, subject to the following qualifications: (1) that he is at
least fifteen (15) years of age; and (2) that he is actually tillingr the
land or directly managing the farm; Provided, That landowners
whose lands have been covered by Presidential Decree No. 27 shall be
allowed t6 keep the area originally retained by them thereunder;
Provided, further, That original homestead grantees or their direct
compulsary heirs who still own the original homestead at the tiine of
the 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 or
contiguous, 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-
be a bheneficiary in the same or another agricultural Iand with
similar o. comnparable features. In case the tenant chooses Lo renain
in the retained area, he shall be considered a leaseholder and shall
lose his right to be a beneficiary under this Act. In case the tenant
chooses to be a beneficiary in another agricultural land, he loses his
right as a leaseholder to the land retained by the landowner. The
tenant must exercise this option within a period of one (1) vear from
the time the landowner manifests his choice of the area for retention.

In all cases, the securily of tenure of the farmers or farmworkers on
the land prior to the approval of this Act shall be respectad.

Upon the effectivity of this Act, any sale, disposition, lease,
management contract or transfer of possession of private lands
executed by the original landowner in violation of this Act shall be
null and void; Provided, however, That those executed prior to this Act
shall be valid only when registered with the Register of Decds within
a period of three (3) months after the effectivity of this Act. Thereafler,
all Registers of Deeds shall inform the DAR within thirty (30) days of
any transaction involving agricultural lands in excess of five (5)
hectares. )

SEC. 7. Priorities. - The DAR in coordination with the PARC shall
plan and program the acquisition and distribution of all agricultural
lands through a period of ten (10) years from the effectivily of this Act.
Lands shall be acquired and distributed as follows:

Phase One: Rice and corn lands under Presidential Decrec No. 27:
all idle or abandoned lands; all private lands voluntarily offered by
the owners for agrarian reform: all lands foreclosed by government
financial institutions; all lands acquired by the Presidential
Commission on Good Government (PCGG): and all other lands
owned hy the government devoted to or suitable for agriculture which
shall be acquired and distributed immediately upon the eflectivity of
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this Act, with the implementation to be completed within a period of not
more tl:an four (4) years; '

Plhase T'wo: All alienable and disposable public agricultural lands;
all arable public agricultural lands ‘under agro-forest, pasture and
agricultural leases already cultivated and planted to crops in
accordance with Section 6, Article X111 of the Constitution; all public
suricnlinral lands which are to be opened for new drvelopment and
resettlenyent; ond all private agricultural lands in excess of fifty (50)
hect-ive., insolar as the excess hectarage is concernecd, to implement
princpally the right of farmers and regular farmworkers, who are
londl =5 ta own directly or collectively the lands they till, which shall
b oty trihgged immediately upon the affectivity of this Act, with the
itanlcmentation to be completed within a period of not more than four
41 v qrs,

hane Three: All other private agricultural lands commencing
witl Targs landholdings and proceeding to medium  and small
landholding:, wnder the following schedule.

a) Landhaldings above twenty-four (24) hectares up to fifty (50)
heetares, to begin on the fourth (4th) year from the.effectivity of this Act
and Lo be completed within three (3) years; and

b) Landheldings from the retention limit up to twenty-four (24)
hectares, to begin on the sixth (6th) year from the efTectivity of this Act
and to be completed within four (4) years; to implement principally the
right of farmers and regular farmworkers who are landless, to own
dircgtly or collectively the lands they till.

The schedule of acquisition and redistribution of all agricultural
lands covered hy this program shall be made in accordance with the
aboye order of priorit » which shall be provided in the implementing
rules to be prepared by the Presidential Agrarian Reform Council
(PARC), taking into consideration the following: the need to
distdibute lands to the tillers at the earliest practicable time; the need

enhance agricultural productivity; and the availability of funds
and Yesources to implement and support the program.

Intany case, the PARC, upon recommendation by the. Provincial

,Agr‘rian Reform Coordinating " Committee (PARCCOM), may

declgrz certain provinces or.regions as priority land reform areas, in
whi&n case the acquisition and distribution of private agricultural
landg therein may be implemer ted ahead of the above schedules.

In"effecting the transfer within these guidelines, priority must be
givery to lands that are tenanted. - '

The PARC shall establish guidelines to implement the above
prio(,ties and distribution scheme, including the determination of
who are qualified beneficiaries: Provided, That an owner-tiller may
be a rengﬁcinry 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 he owns and
the award ceiling of three (3) hectares. 4

SEC. 8. Multinational Corporations. - All lands of the publie
domain leased, heid or possessed by multinational corporations or
associntions, and other lands owned by the government or by
government-owned or controlled corporations, associations, ,
institutions, or entities, devoted to existing and operational agri-
business or agro-industrial enterprises, operated by multinational
corporations and associations, shall be programmed for acquisition
and distribution immediately upon the effectivity of this Act, with the
implementation to be completed within three (3) years.

Lands covered by the paragraph immediately preceding, under
lease, munagement, grower or service contracts, and the like, shall be
disposed of as follows:

(a) Lease, management, grower or service contracls covering
such lands covering an aggregate area in excess of 1,000 hectares,
lensed or held by foreign individuals in excess of 500 hectares are
deemed 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 the
case of such corporations and associations, and 500 hectares, in the
case of such individuals, shall be allowed to continuc under their
original terms and conditions but not beyond August 29, 1992, or their
valid termination, whichever comes sooner, after which, such
agreements shail continue only when confirmed by the appropriate
government agency. Such contracts shall likewise continue even
after the land has been transferred to beneficiarics or awardces
thereof, which transfer shall be immediately commenced and
implemented, and completed within the period of three (3) years
mentioned in paragraph 1 hereof. ‘

(c) In no case will such leases and other agreements now heing
implemented extend beyond August 29, 1992, when all lands suhject
hereof shall have been distributed completely to ualified
beneficiaries or awardees.

Such agreements can continue thereafter only under a new contract

- between the government or qualified beneficiaries or awardees, on the

one hand, and said enterprises, on the other. .

Lands leased, held or possessed by multinational corporations,
owned by private individuals and private non-governmental
corporations, associations, institutions and entities, cilizens of the
Philippines, shall be subject to immediate compulsory acquisition
and distribution upon the expiration of the applicable lease,
management, grower or service contract in effect as of Aupust 29,
1987, or otherwise, upon its valid termination, whichever comes
sooner, but not later than after ten (10 ) years 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
tlistribution thereafler.

In general, lands shall be distributed directly to the individual
worker-beneficiaries. In case it is not economically feasible and
sound - divide the land, then they shall form a workers' cooperalive
ot asxociation which will deal with the corporation or business
assomintion or nn. ther proper party for the purpose of entering into a
Jense or growers agreement and for all other legitimatle purposes.
Until & n~w apreement is entered into by and betwe:n the workers'
cooperative or association and the corporation or business association
or any cther proper party, any agreement existing at the time this Act
takes eficet belween the former and the previous landowner shall be
respected by bolh the workers' cooperative or association and the

rporation, business association or such other propcr party. In no
case shall the implementation or application of this Act justify or
result in the reduction of status or diminution of any benefits received
or citioyed by the worker-beneficiaries, or in which they may have a
ves:ted rinht, at the time this Act becomes effective. '

The neavisions of Section 32 of this Act, with regard to production-
aud income-sharing shall apply to farms operated by multinationa!
corporations.

During the transition period, the new owners shall be assisted in
their efforts to learn modern technology in production. Enterprises
which show a willingness and commitment and good-faith efforts to
imparg voluntarily such advanced technology will be given
preferential treatment where feasible. :

In no case shall a foreign corporation, associntion, entity or
individual enjoy any rights or privileges better than those ¢njoyed by
a domestic corporation, association, entity or individual.

SEC. 9. Ancestral Lands. - For purposes of this Act, uncestral lands

" each indigenous cultural community shall include, but not be
limited 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. In
line wifth the principles of self-determination and autonomy, the
systems of land ownership, land use, and the modes of settling land
disputes of all these communities must be recognized and respected.

Any provision of law to the contrary notwithstanding, the FARC
may syspend the implementation of this Act with respect to ancestral
lands for the purpose of identifying and delineating such lynds:
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 ard the principles enunciated in this
Act and other national laws.

SEC. 10. Exemptions and Exclusions. - Lands actually, directly
and exclusively used and found tu be necessary for parks, wildlife,
forest reserves, reforestdtion, fish sanctuaries and breeding grounds,
watersheds and mangroves, nalional defense, school sites and
campuses including experimental farm stations operated by public or
privale schools for educational purposes, seeds and secdlings
rescarch and pilot production centers, church sites and convente
appurtenant therelo, mosque sites and Islamic centers appurtenany
thereto, 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 Lthose already developed shall be
exenmpt from the coverage of this Act.

SEC. 11. Commercial Farming. - Commercial farms, which are
private agricultural lands devoled t :ommercial livestock, poultry
and swine raising, and aquaculture including saltheds, fishponds
and prawn ponds, fruit farms, orchards, vegetable and cut-flower
farms, and cacao, coffee and rubber plantations, shall be subject to
immediate compulsory acquisition and distribution after ten (10)
years from the effectivity of this Act. In the case of new farms, the ten-
year period shall hegin from the first year of commercial production
and operation, as determined by DAR. During the ten-year period, the
government shall initiate the steps necessary to acquire these lands,
upon payment of just compensation for the land and the improvements
thereon, preferably in favor of organized cooperatives or associations,
which shall thereafter manage thé said lands for the worker
beneficinries. - .

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 farins.

CHAPTER 111
IMPROVEMENT OF TENURIAL AND LABOR RELATIONS

SEC. 12. Determination of Lease Rentals. - In order to protect and
improve the tenurial and economic status of the farmers in tenanted
lands under the retention limit and lands not yet acquired under this
Act, the DAR is mandated to determine and fix immediately the lcase
rentals thereof in accordance with Section 34 of R.A. No. 3844 as
amended: Provided, That the DAR shall imnediately and
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periodically review and adjust the rental structure for different crops,
including rice and corn, of different regions in order to improve
progressively the conditions of the farmer, tenant or lesscec.

SEC. 13, P'roduction Sharing Plan. - Any enterprise adopting the
scheme provided for in Section 32 or operating under a production
venture, lense, management contract or other similar arrangement
und an farin covered hy Sections 8 and 11 hereof is hereby mandated
ta ex-ute ~ithin ninety (90) days from the effectivity of this Act, n
production sharing plan under guidelines prescribed by the
apurenrintse covernment agrency.

Mathine herein shall be construed to sanction the diminution of any
bonae Lush a5 salaring, bonuses, leaves and working conditions
iznie o tha employee-beneficiaries under existing laws,
arteements, pnd voluntary practice by the enterprise, nor shall the

tevprise and its employvee-beneficiaries be prevented from entering
«ite any agreement with terms more favorable to the latter.

CHAPTER IV
REGISTRATION

SKC. 14 Registration of Landowners. - Within one hundred eighty
Q8D davs from the effectivity of this Act, all persons, natural or
Juridical, including povernment entities, that own or claim to owq
agricultural lands, whether in' their names or in the name of others,
except these who have already registered pursuant to Executive Order
No. 239 ,-who shall be entitled to such incentives as may be provided for
by PARC, shall file a sworn statement in the proper assessor's-office
in the form to he prescribed by the DAR, siating the following
information; : ‘

(a) the description and area of the property;

(b)  the average gross income from the property for at least three (3)
sears; - :

(c) the names of all lenants:and farmworkers therein;

(d) the crops planted in\the property and the area covered by each
crop as of June 1, 1987; o : .

(e) the terms of mortgages, leases, and management contracts
subsisting as of June 1, 1987; and o )

(f)  the latest declared market value of the land as determined by
the city or provincial assessor. .

SEC. 15. Registration of Beneficiaries. - The DAR in coordination
with the Barangay Agrarian Reform Committee (BARC) as
organjzed in this Act, shall register all agricultural lessees, tenants
and farmworkers who are qualified to be beneficiaries of the CARP.

—_—
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These potential beneficiaries with the assistance of the BARC and the
DAR 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 the
length of tenurial relationship;

¢)  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 in
the barangay shall be posted in the barangay hall, school or other
public buildings in the barangay where it shall be open to mspeclion
by the public at all reasondble hours.

CHAPTER YV
LAND ACQUISITION

SEC. 165, Procedure for Acqusition of Private Lands. - For purposcs
of acquisition of privale lands, the following procedures shall be
followed: '

(a) After having identified the land, the landowners and the
beneficiaries, the DAR shall send its notice to acquire the land ta the
owners thereof, by personal delivery or registered mail, and post the
same in n conspicuous place in the municipal building and harangay
hall of the place where the property is located. Said noatice shall
contain the offer of the DAR to pay a corresponding value in
accordance with the valuation set forth in Section 17, 18, and other
pertinenl provisions hereof.

(b)  Within thirty (30) days from the date of receipt of written
notice by personal delivery or registered mail, the landewner his
administrator or representative shall inform the DAR of his
acceplance or rejection of the offer.

(c) Ifthe landowner accepts the offer of the DAR the LBI’ shall pay
the landowner the purchase price of the land within thirty (30) days
after he executes and delivers a deed of transfer in favor of the
Government and surrenders the Certificate of Title and other
muniments of title. : ‘

{(d) In case 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 of the notice. After the
expiration of the above period, the matter is deemed submniitted for
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decision. The DAR shall decide the case within thirty (30) days after it
is submitted for decision. ’

(e)  Upon receipt by the landownzr of the corresponding payment
or in case of rejection or no response from the landowner, upon the
deposit with an accessible bank designated by the DAR of the
compensation in cash or in LBP bonds.in accordance with this Act, the
DAL =hall take immediate possession of the land and shall request
the proper Register of Deeds to issue a Transfer Certificate of Title
(TCrY in the name of the Republic of the Philippines. The DAR shall
theveattor proceed with the redistribution of the land to the qualified
heneficiaries

(ty  Any party whae disagrees with the decision may bring the
matter to the court of proper jurisdiction for final determination of just
sompensation

CHAPTER VI
COMPENSATION

SEC 17 Determination of Just Compensation. - In determining
et conpensation. the cost of acquisition of the land, the current value
of lite propertices, its nature, actual use and income, the sworn
vnlunl,i"n by the owner, the tax declarations, and the assessment
made hy government assessors shall be considered. The social and
economjc benefits contributed by the farmers and the farmworkers
and by ghe Government to the property as well as the non-payment of
taxes oy loans secured from any government financing institulion on
the said land shall be considesed as additi.nal factois to determine its
valuatipn. ’ -

SEC.18. Valuation and Mode of Compensation. - The LBP shall
compengate the landowner in such amount as may be agreed upon by
"he landowner and the DAR and LBP or as may be finally determined
sy the caurt as the just compensation for the land.

The chmnpensation shall be paid in one of the following modes, at the
option of the landowner: . . B .

(1) ‘Cash payment, under the following ter:as and conditions:

(a) Fpr lands above . - = Twenty-five percent (25%)
ﬁ.ly (50) hectares, cash, the balance to be
insofar as the excess’ paid in government finan-
hgctarage is concerned” + cial instruments nego-

" tiable at any time.

(b) qu lands above + = Thirty percent (30%) cash, .
t\tenty-four (24) the balance to be paid in
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government financial ins-
truments negotiable at

hiectares and up to
fifty (50) hectares

any time.
(¢) For lands twenty — Thirty-five percent (35%)
four (24) hectares and cash the halance to be
below paid in government financial
instruments negotiable at any
' time.

(2)  Shares of stock in government-owned or-controlled
corporations, LBP preferred shares, physical assets or other qualified
investments in accordance with guidelines set by the PARC;

(3) Tax credits which can be used against any tax liability;

(4}  LBP 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 mature every
year [rom the date of issuance until the tenth (10th) year: Provided,
That should the lnandowner choose to forego the cash portion, whather
in full or in part, he, shall be paid correspondingly in LB honds:

(b) Transferability and negotiability. Such LBP honds may he
used by the landowner, his successors in interest or his assigns, up to
the amount of their face value, for any o 2 following:

(i) Acquisition of land or other real i .operties of the government,
including assets under the Asset Privatization Pregram and other
assels foreclosed by government financial institutions in the same
province or region where the lands for which the bonds were paid are
situated;

(ii) Acquisition of shares of stock of government-owned or
controlled corporations or shares of stock owned by the government in
private corporations; . .

(ii1) Substitution for surety or bail bonds for the provisional releas¢
of accused persons, or for performance bonds;

(iv) Securily for loans with any government financial institution,
provided the proceeds of the loans shall be invested in an economic
enterprise, preferably in a small-and 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 lo government: Provided,
That the use of these bonds for these purposes will be limited 1o a
certain percentage of the outstanding balance of the financial
instruments: Provided, further, That the PARC shall determine the
percentages mentioned above;

(vi) Payment for tuition fees of the immediate family of the original
bondholder in government universities, colleges, trade schools, and
other institutions;
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(vii) Payment for- feces of the immediate family of the original
bondholder in government hospitals; and

(viii) Such other uses as the PARC may from time to time allow.

In case of extraordinary inflation, the PARC shall take approprinte
measures to protect the economy. .

SEC. 1¢. Tucentives for Voluntary Offers for Sale. - Landowners,
otha: than banks and other financial institutions, who voluntarily
oftrr their Tands for sale skall be entitled to an additional five percent

-6 cush paymeand.

SELT 20 Yoluntary Land Transfer. - Landowners of agricultural
lands abi-L to acquisition under this Act may enter into a voluntary
arran cmeet for direct transfer of their lands to qualified
benetretarien snbject to the following guidelines:

(1) All notices for voluntary land transfer must be submitted to
*he DAR within the first year of tha implementation of the CARP.

er.etiations between the landowners and qualified beneficiaries
covering any voluntary land transfer which remain unresolved after
one (1) vear shall not be recognized and such land shall instead be
acquired by the government and transferred pursuant to this Act.

(b)Y  The terms and conditions of such transfer shall not be less
favorable to the transferce than those of the government's standing
offer Lo purchase from the landowner and to resell to the beneficiaries,
if such offers have been made and are fully known to both parties.

(cy The voluntary agreement shall include sanctions for non-
comrliance by either party and shall be duly recorded and ‘its
implgmentation monitored by the DAR. :

S!‘C. 21. Payment of Compensation by Beneficiaries under
Voluptary Land Trarnsfer. - Direct payment in cash or in kind may
be made by the farmer-béneficiary to the landowner under terms to be
mutyally agreed upon by both parties, which shall be binding upon
then". upon registration with and approval by the DAR. Said approval
~*al| be considered given, unless notice of disapproval is received by

e fprmer-beneficiary within 30 days from the date of registration.

In ghe event they cannot agree on the price of land, the procedure for

‘compulsory acquisition as provided in Section 16 shall apply. The

LBP’ shall extend financing to the beneficiaries for purposes of
gcquiring the land. : . ‘

! CHAPTER v
LAND REDISTRIBUTION

SEC. 22. Qualified Beneficiaries. - The lands covered by the CARP
shall.be distributed as much as possible to landless residents of the
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same barangay, or in the sbsence thereof, landless residents of Lhe
same municipality in the following order of priority:

(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 of the above beneficiaries; and

(g) others directly working on the land. .

Provided, however, That the chiidren of landowners who are
qualified under Section 6 of this Act shall be given preference in the
distribution of the land of their narents; And provided, further, that
actual tenant-tillers in the landholding shall not be ejected or
removed therefrom. '

Beneficiaries under Presidential Decree No. 27 whe have culpahly
sold, disposed of, or abandoned their land are disqualified to hecome
beneficiaries under this Program. :

A basic qualifieation of a beneficiary shall be his willingness,
aptitude, and ability to cultivate and make the land as productive as
possible. The DAR shall adapt a system of monitoring the record or
performance of each beneficiary, so that anv beneficiary guilty of
negligence or misuse of the land or any support extended to him shall
forfeit his right to continue as such beneficiary. 'The DAR shall
submit periodic reports on the performance of the beneficiarnies to the
PARC,. .

If, due to the'landowner's retention rights or to the number of
tenants, lessees, or workers on the land, there is not enough land to
accommodate any or some of .hem, they may be granted ownership of
other lands available for distribution under this Act, at the option of
the beneficiaries.

Farmers already in place and those not accommodated in the
distribution of privately-owned lands will be given preferential
rights in the distribution of lands from the public domain.

SEC. 23. Distribution Limit. - No qualified beneficiary may own
more than three (3) hectares of agricultural land.

SEC. 24. Award to Beneficiaries. - The rights and responsibhilities
of the beneficiary shall commence from the time the DAR makes an
award of the land to him, which award shall he completed within one
hundred eighty (180) days from the time the DAR takes actual
possession of the land. Ownership of the beneficiary shall he
evidenced by a Certificate of Land Ownership Award, which shall
contain the restrictions and conditions provided for in this Act, and
shall 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) hectares, which may cover a
contigruous tract of land or several parcels of land cumulated up to the
prescribed nward limits.

For purposes of this Act, a landless beneficiary is one who owns less
than three (3) hectares of agricultural land.

The beneficinries may opt for collective ownership, such as co-
owneiship or farmers cooperative or some other form of colleclive
organization: Provided, That the total area that may be awarded shall
not - ceed the Lotal numkber of co-owners or members of the cooperative
or relleclive organization multiplied by the award limit above
preseribed, except in meritorious cases as determined by the PARC.
Title to the properly shall be issued in the name of the co-owners or the
coupr: ative wr collective organization as the case may be.

S 260 Povntent by Beneficiaries. - Lands awarded pursuant to
+his et shall be paid for by the beneficinries to the LBP in thirty (30)
punnel amertizations at six percent (6%) interest per annum. The
pavie-ats for the first three (3) years after the award may be at reduced
inmounts as established by the PARC: Provided, That the first five (5)
annusl payviments may not be more than five percent (57%) of the value
of th. annmual gross production as established by the DAR. Should’the
scheduled annual payments after the fifth year exceed ten percent
(10%) of the annual gross production and the failure to produce
accordingly is not due to the beneficiary's fault, the LBP may reduce
the interest rate or reduce the principal - obligation to make the
repayment affordable. oo

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 for
non-payme::L of an aggregate of three (3) annual amortizations, The
LBP shall advise the DAR of such proceedings and the latter shall
subsequently award the forfeited landholding to other qualified

neficiaries. A beneficiary whose land, as provided herein, has been
1oreclosed shall thereafter be permanently disqualified from
becoming a beneficiary under this Act.

SEC. 217. Transferahility of Awarded Lands. - Lands acquired by
beneficiary under this Act may not be sold, transferred or conveyed
except through hereditary succession, or to the government or to the
LBP,'or to other qualified beneficiaries for a period of ten (10) years:
Provided, however, That the ‘children or the spouse of the transferor
shall'have a right to repurchase the land from the government or LBP
within a period of two (2) years. Due notice of the availability of the
land shall be given by the LBP to the Barungay Agrarian jteform
Com'nit.tee (BARC) of the barangay where the land is situated. The
Prov’ncial Agrarian Reform Coordinating Committee (PARCLCOM),
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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 to
the land may be transferred or conveyed, with prior approval of the
DAR, to any heir of the beneficiary or to any other beneficiary who, as
a condition for such transfer or conveyance, shall cultivate the land
himself. Failing compliance herewith, the land shall be transferred
to the LBP which shall give due notice of the availabilily of the land in
the manner specified in the immediately preceding paragraph.

In the event of such transfer to the LBP, the lalter shall compensate
the 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. - The
landowner shall retain his share of any standing crops unharvested
at the time the DAR shall take possession of the land under Section 16
of this Act, and shall be given a reasonable time to harvest the same.

CHAPTER VIII
CORPORATE FARMS

SEEC. 29. Farms Owned or Operated by Corporations or (\ther
Business Associations. - In the case of farms owned or operated hy
corporations 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-beneficiarics who
shall forin a workers' eooperative or association which will deal with
the corporation or business association. Until a new agrecmeont is
entered into by and between the workens' cooperative or nssociation
and the corporation or business association, any agreement existing
at the time this Act takes effect between the former and the previous
landowner shall be respected by hoth the workers' cooperative or
associalion and the corporation er business association.
SEC. 30. Homelots and Farmlots for Members of Cooperatives. - The
individual members of the cooperatives or ccrporations
mentioned in ‘he preceeding section shall be provided with homelots
and small farmlots for their family use, to be taken frc:n the land
owned by the cooperative or corporation. .
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CHAPTER IX
SUPPORT SERVICES

SEC. 35. Creation of Support Services Office. - There is hereby
cre~t~d the Office of Support Services under the DAR to be headed by an
Underseoretary, . ‘ )

Th~ Nfiicr shall provide generel supposrt and coordinative services
in th~ implementation of the progrsm, particularly in carrying out the
provisions of the following servicea to farmer-beneiiciaries and
affected laindowners:

1§ Irrization facilities, especiaily zecond crop or dry season
irrigafien frealities; .

&) Infrastructure development and public works projects in areas
ad ttlements that come under agrarian reform, and for this
purues, the preparation of the physical development plan of such
settlements providing suitable barangay sites, potable water and
power resources, irrigation systems and other facilities for a sound
agricultural development plan; o

3}  Government subsidies for the use of irrigation facilities;

4} Price support and guarantee for all agricultural produce; '

5 lixtending to small landowners, farmers and farmers
orgynizations the necessary credit, like concessional and collnter.nl-

“freq loans, for agro industrialization based on socia} collaterals like
the guarantce of farmers organization;

6) Promoting, developing and extending financial assistance to
small- and medium-scale industries in agrarian reform areas;

7)  Assigning sufficient numbers of agricultural extension
workers to farmers' organization; -

8 Undertake research, development and dissemination of
infgrmation on agrarian reform and, low-cost and ecqlogicnlly

oupd farm inputs and technologies to minimize reliance on
expensive and imported agricultural inputs;

9) Deveiopment of cooperative management skills through
intqpsive training; .

19) Assistance in the identification of ready markets for
agrjcultural produce and training in other -various aspects of
marketing; and _— . )

14) Administration, operation, management fmd fupdmg of
support services programs and projects including pilot projects npd
modcls related to agrarian reform as developed by the DAR.

SEC. 36 . .nding for Support Services. - In order to cover the
expénscs and cost of support services, at least twenty-five perfent
(25%) of all appropriations for agrarian reform shall be.immedintely
set ;xside and made available for this purpose. In addition, the DAR
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shall be authorized to package proposals and receive grants, aid and
other forms of financial assistance from any source.

SEC. 37. Support Services to the Beneficiaries. - The PARC shall
ensure that support services to farmer-beneficiaries are provided,
such as: '

(a) Land surveys and titling;

(b) Liberalized terins on credit facilities and production Ioans;

(¢} Extension services by way of planting, cropping, production
and post-harvest technology transfer, as well as marketing and
management assistance and support to cooperatives and farmer
organizations; , )

() 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 PARC shall formulate policies to ensure that support services to
farmer-beneficiaries shall be provided at all stages of land reforin.

The Bagong Kilusang Kabuhayan sa Kaunlaran (BKK) Secrelariat
shall be transferred and attached to the LBP, for its supervision,
including all its applicable and existing funds, personnel, properties,
equipment and records.

Misuse or diversion of the financial and support ‘services herein
provided shall result in sanctions against the beneficiary guilty
thereof, including the forfeiture of the land transferred to him or
lesser sanctions as may be provided by the PARC, without prejudice Lo
criminal prosecution.

SEC. 38. Support Services to Landowners. - The PARC, with the
assistance of such other government agencies and instrumentalities
as it may direct, shall provide landowners affected by the CARP and
prior agrarian reform programs with the following services:

{a) luvestment information, 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: the National Government, the Central
Bank and other governme::t in,stitutions and instrumentalities;

(c) Market.y;, of LB: bonds, as well as promoting the
marketability of said bonds in traditiona! and 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 +!.. invests in rural-based industries shall be entitled
to the incenti. riunted to a registered enterprise engaged in a
pioneer or preferred areca of investment as provided for in the
Omnibus Investmeni Code of 1987, or to such other incentives as the
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PARC, the LBP, or other government. financial, institutions may
provide. ,

The LBP shall redeem a landowner's LBP bonds at face value,
provided that the proceeds thereof shall be invested in a BOl-registered
campany or in any arri-business or agro-industrial enterprise in the
reriion vhere the landowner has previously made investments, to the
eztent ~f thut, pereent (30%) of the face value of said LBP bonds,
soljo t i padelines that shall be issued by the LBP.

SETOAY Lend Consolidation. - The DAR shall carry out land
consolic:tinii projects to promote equal distribution of landholdings,
tn provide fhe needed infrastructures in agricultural, and to conserve
soil fertility and prevent erosion.

_CHAPTER X
SPECIAL AREAS OF CONCERN

SIi(:. 40. Special Areas of Zoncern. - As an integral part of the
Comprehensive Agrs-ian Reform Program, the following priiciples
in these special areas of concern shall be observed: -

(1) Subsistence Fishing - Small fisherfolk, including seaweed
farriers, shall be assured of greater access to the utilization of water
resoreces,

(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 be
opened up fo. agrarian settlements whose beneficiaries will he
required to undertake reforestation and conservation production
methods. Subject to existing laws, rules and regulations, settlers and
members of tribal communities must be allowed to enjoy and exploit

he products of the forest other than timber within the logging
concessions. ’ : .

(3) Sparsely Occupied Public Akricultural Lands. - Sparsely
occupied agricultural lands of the public domain will be surveyed,
proclaimed and developed as farm settlements for qualified landless
people based on an organized program to ensure their orderly and
early development. : -

Agricultural land allocations will be made for ideal family-sized
farms as determined by tl.e PARC. Pioneers and other settlers will be
treated equally in every respect. ' .

Subject to the prior rights of qualified beneficiaries, uncultivated
lands of the public domain shall be made available on a lease basis to
interested and qualified. parties. Parties who will engage in the
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development of capital-intensive, traditional or pioneering crops will
be given priority.

The lease period, which shall not be more than a total of fiity (50
years, shall be proportionate to the amount of investmenl and
production goals of the lessce. A system of evaluation and audit will
be instituted.

(4) Idle, nbandoned, foreclosed and sequestered lands. - [dle,
abandoned, foreclosed and sequestered lands shall Je planned for
distribution as home lots and family-sized farmlots to actual
occupants. If land area permits, other landless families will be
accommodaled in these lands:

(5)  Rural Women - All qualified women members of the
agricultural labor force must be guaranteed and assured equal rights
to ownership of the land, equal shares of the farm’s produce, and:
representation in advisory or appropriate decision-making bodies.

(6) Veterans and Retirees. - In accordance with Section 7 of
Article XVI of the Constitution, landless war veterans and veterans of
military campaigns, their surviving spouses and orphans, retirees of
the Armed Forces of the Philippines (AFT) and the Integrated
National Police (INP), returnees, surrenderees, and similar
beneficiaries 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 the
DAR, in their desire to own and tilt agricultural lands.

CHAPTER XI
PROGRAM IMPLEMENTATION

SEC. 41. The Presidential Agrarian Reform Council. - The
Presidential Agrarian Reforin Ccancil (PARQC) shall he composed of
the President of the Philippines as Chairman, the Secretary of
Agrarian Reform ns Vice-Chairman and the following as meml;ers:
Secretaries of the Departments of Agriculture; Environment and
Natural Resources; Budget and Management:; Local Government;
Public Works and Highways; Trade and Industry; Finance: Labor
and Employment; Director-Genera! of the National Economic and
Development Authority; President, Land Bank of the Phil‘npines;
Administrator, National Irrigation Administration; and threen (1
representatives ¢f affected landowners to represent Luzon, Visnyas
and Mindanao, six (6) representatives' of agrarian reform
beneficiaries, two (2) each from Luzon, Visayas and Mindanao,
provided that one of them shall be from the cultural communities.
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SEC. 42. Executive Committee. - There shall be an Executive
Committee (EXCOM) 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 the
Constitution. Unless otherwise directed by the PARC, the EXCOM may
meet and decide on any and all matters in between meetings of the
PARC: Provided, however, That its decisions must be reported to the
PART iinmediately and not later than the next meeting.

SKEC. 43 Secretariat - A PARC Secretariat is hereby established to
provide general support and coordinative services such as inter-
agency linlages; program and projeet appraisal and evaluation and
nencral operations monitoring for the PARC.

The Seeretariat shall be herded. by the Secretary of Agrarian
Refevm vho shall be assisted by an Undersecretary and supported by a

Ut -vhose composition shall be determined by the PARC Executive
Usmumitter .nd whose compensation shall be chargeable against the
Agravian Reforin Fund. Al officers and employees of the Secretariat
shall be appeinted by the Secretary of Agrarian Reforim. "

SEC 4 Provincial Agrarian Reform Coordinating Committee
(PARCCOM). A Provincinl Agrarian Reform Coordinating
Commiltee {(PARCCOM) is hereby. created ir. each province, composed
of n Chairman, who shz!l be appointed by the President upon the
recommendation of the EXCOM, the Provincial Agrarian Reform
Officer as Executive Officer, and one representative cach from the
Departments of Agriculture, and of Environment and Natural
Resources and from the LBP; one representative each from existing
farmers organizations, agricultural cooperatives and non.
governmental organizations in the province; two representatives
from landowners, at least one of whom shall be a producer
representing the principal crop of the proviace, and two
representslives from farmer and farmworker beneficiaries, at least
me of whom shall be a farmer or farmworker representing the
principal crop of the province, and two representatives from farmer
and farmworker beneficiaries, at least one of whom shall be a farmer
or farinworker representing the principal crop of the province, as
members. Provided, that in areas where there are cultural
communities, the latter sha!l likewise have one representative.

The PARCCOM shall coordinate and monitor the implementation
of the CARP in the province. It r".all provide information on the
provisions of the CARP, guidelines issued by the PARC and on the
progress of the CARP in the province.

SEC. 45. Province-by-Province implementation. - The PARC shall
provide the guidelires for a province-by-prevince implementation of
the CARP. The ten-year program 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 operations
previously established by the PARC, in every case ensuring that
support services are available or have been programmed before actual
distribution is efTected.

SEC. 46. Barangay Agrariar: Reform Committee (BARC). - Unless
otherwise provided in this Act, the provisions of Executive Order No.
229 regarding the organization of the Barangay Agrarian Reform
Committee (BARC) shall be in efTect. )

SEC. 47. Functions of the BARC. - In addition to those provided in
[Executive Order No. 229, the BARC shal! 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 and
landowners within the barangay; : '

tc)  Atlest to the accuracy of the initial parcellary mapping of the
beneficiary's tillage; »

(d) Assist qualified beneficiaries in obtaining credit from
lending institutions:

(e) Assist in the initial determination of the value of the lnnd:
-{f)  Assist the DAR representative in the preparation of periodic
reports on the CARP implementation for submissior. of the DAR;

(é;) Coordinate the delivery of support services ts beneficiaries;
an

(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, it
is unable to settle the dispute, it shall issue a certification of its
proceedings and shall furnizh a copy thereof upon the parties within
seven (7) days after the expiration of the thirty day period.

SEC. 48. Legal Assistance. - The BARC or any member thereof
may, whenever necessary in the exercise of any of its functions
hereunder, seck the legal assistance of the DAR and the provincial,
city, or municipal government.

SEC. 49. Rules and RRegulations. - The PARC and the DAR shall
have the power to issue rules and regulations, whether substantive or
procedural, to carry out the objects and purposes of this Act. Said rules
shall take effect ten (10) days after publication in two (2) national
newspapers of general circulation.
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CHAPTER X1II
ADMINISTRATIVE ADJUDICATION

SEC. 50. Quasi-Judicial Powers of the DAR. - The DAR is hereby
vested -wvith primary jurisdiction to determine and adjudicate
aprarian reform matters and shall have exclusive original
jurisdiction over all matters involving the implementation of
agrarvian reform, except those ‘falling under the exclusive
juri=diction of the Department of Agriculture (DA) and the
Depurtment of Environment and Natural Resources (DENR).

It shall not be bound by technical rules. of procedure and evidence
but. shall proceed to hear and decide all cases, disputes or
controversies in a most expeditious manner, employing all
reasonable means to ascertain the facts of every case in accordance
with justice and equity and the erits of the case. Toward this end, it
shal? adopt a uniform rule of nrocedure to achieve a just, expeditious
and inexpensive determination of every action or proceeding before
il. )

It shall have the power to summon witnesses, administer oaths, take
testimony, require submission of reports, compel the production of
books and documents and answers to interrogatories and issue
subpoena, and subpoena de:ces tecum and to enforce its writs through

‘sheriffs 6r other duly deputized officers. It shall likewise have the

power to punish direct and indirect contempts in the same.manner
and subject to the same penalties as provided in the Rules of Court.

Responsible farmer leaders shall be allowed to represent
themselves, their fellow farmers, or their organizations in any
proccedings before the DAR: Provided, however, that when there are
two or more representatives: for any individual or group, the
representatives should choose.only one among themselves to
represent such party or group before any DAR proceedings. °

Notwithstanding an appeal to the Court of Appeals, the decision of
the DAR shall be immediately executory.

SEC. 51. Finclity of Determination.’ - Any case or controversy
before it shall be decided within thirty (30) days after it is submitted
for resolution. Only one (1) motion for reconsideration shall be
allowed. Any order, ruling or decision shall be final after the \lups'e of
fiftcen (15) dnys from receipt of a-copy thereof.

SEC. 52. Frivolous Appeals. - To discourage frivolous or dilatory
appeals from the decisions or.orders on the iocal or provincial levels,
the DAR may impose reasonable penalties, including but not |imited
to fines or censures upon erring parties. .

SEC. 53. Certification of BARC. - The DAR shall n¢t take
cognizance of any agrarian dispute or controvery unless a

certification from the BARC that the dispute has been submitted tg it

for mediation and conciliation without any success of settlement is

presented, Provided, however, that if no certification is issued by the

BARC within thirty (30) days after a matter or issue is submitted to it

;;)r mediation or conciliation the case or dispute may be brought before
ARC.

CHAPTER XIII
JUDICIAL REVIEW

SEC. 54. Certiorari. - Any decision, order, award or ruling of the
DAR on any agrarian dispute or on any matter pertaining to the
application, implementation, enforcement, or interpretation of this
Act and other pertinent laws on agrarian reform may be brought to the
Court of Appeals by certiorari except as otherwisz provided in this Act
within fiftaen (15) days from receipt of a copy thereof. :

The f1dings of fact of the DAR shall be final and conclusive if
based un substantial evidence. .

SEC. 55. No Restraining Order Or Preliminary Injunction. - No
court in the Philippines shall have jurisdiction to issue any
restraining order or writ of preliminary injunction against PARC or
any of its duly authorized or designated agencies in any case, ‘dispute
or controversy arising from, necessary to, or in conneclion with the
application, implementation, enforcement, or interpretation of this
Act and other pertinent laws or; agrarian reform.

SEC. 56. Special Agrarian Court. - The Supreme Court shall
designate at least one (1) branch of the Regioral Trial Court (RTC)
within each province to act as a Special Agrarian Court.

The Supreme Court may designate more branches to constitute such
add_itionnl Special Agrarian Courts as may be necessary to cope with
the number of agrarian cases in each province. In the designation,
the Supreme Court shall give preference to the Regional Trial Courts
which have been assigned to handle agrarian cases or whose
presiding judges were former judges of the defunct Court of Agrarian
Relations. . :

The Regional Trial Court (RTC) judges assigned to said courts
shall exercise said special jurisdiction ia ‘additio. to the regular
jurisdiction of their respective courts: . . .

"The Special Agrarian- Courts shall "have the powers and
prerogalives inherent in or belonging to the Regional Trial Courts.

SEC. 57. Special Jurisdiction. - The Special Agrarian Courts shall

have oriinal and exclusive jurisdiction over all petitons for the
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. ;!elermination of just compensation to landowners and the
prosecution of all criminal offenses under this Act. The Rules. of
Court shall apply to al! proceedings before the Special Agrarian
Couris, 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. 68. Appointment of Comm'issionqrs. - The Special Agrarian
Conrts, upon their own initiative or at the ins}.nnce of any of.thc
partics, may appoint one or more commiss.loners .to examine,
investigate and ascertain facts relevant to the 'dispute, mcludl.ng the
valuation of properties, and to file a written report thereof with the
courl. .

SEC. 59, Orders of the Special Agrarian Courts. - No order of the
Special Agrarian Courts on any issue, question, matter or inc.ldcnt
raised before them shall be elevated to the cppellate courts until the
hearing shall have been terminated and the .case decide(_! on the
merits.

SEC. 60. Appeals. - An appeal may be taken from the decision of the
Special Agzrarian Courts by filing a petition for review with.the Court
of Appeals within fifteen (16) days from receipt of notice of the
decision; otherwise, the decision shall become final.

An appeal froin the decision of the Court of Appenls, or from any
ordyr, ruling or decision of DAR, as the case may be, shall be b.y a
petjtion for review with the Supreme Court within a non.-e.xtendlble
perfod of fifteen (15) days from receipt of a copy of said decision.

SEC. 61. Procedure on Review. : Review by the Court of Appeals or
the Bupreme Court, as the case may be, shall be governed by. the Rules
of Qourt. The Court o7 Appeals, however, may require the parties to file
simultaneous memoranda within a'period of fifteen (15) days from
aotice, afler which the case is deemed submitted for decision.

SEC. 62. Preferential Attention in Courts. - All courts in the
Philippines, both trial and appellate, are hereby enjoined to gi.ve
preferential uttention to all cases arising from or in connection with
the iinplementation of the provisions of this Act.

All cases pending in court arising from or in connectio: with the
implémentation of this Act shall ¢ontinue to be heard, tried and

. decided into their. finality, notwithstanding the expiration of the ten-
year period mentioned in Section 5§ ,h_er'gof..»
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CHAPTER XIV
FINANCING

SEC. 63. Funding Source. > 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)  iruceeds of the sales of the Assets Privatization Trust; )

b)* Al receipts from assets recovered and from sales of ill-gotten
wealth recovered through the Presidential Commission on Good
Government:

¢)  Proceeds of the disposition of the properties of the Gavernment
in foreign countries;

d) Portica of amounts accruing to the Philippines from all
sources of official foreign aid grants and concessional f.uancing
from all countries, to be used for the specific purposes of hinancing
production credits, infrastructures,. and other support services
reauired by this Act. )

e)  Other government 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. Financial Intermediary 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 shalj
enjoy a preference among its priorities.

CHAPTER XV
GENERAL PROVISIONS

SEC. 65. Conversion of Lands. - After the lapse of five (5) years
from its award, when the land ceases to be economically feasible andl
sound for agricultural purposes, or the locality has.become ubanized
and the land will have a greater economic value for residential,
commercial or industrial purposes, the DAR, upon application of the
beneficiary or the landowner, with due notice to the affected parties,
and subject to existling 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 Transfers.-
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 be
exempted from the payment of registration fees, and all other taxes
and fees for the conveyance or transfer thereof: Provided, That all
arrcarares in real property taxes, without penalty or inierest, shall be
dedir-tibie fram the eninpensation to which the owuer may be entitled.

SEC. 57. Free Registration of Patents and Titlss. - All Register of
Decds ure hereby directed to register, free from rayments of all fees
and other charges, patents, titles-and documents required for the
implementation of the CARP,

SEC. 68. Immunity of Government Agencies from Undue
Interference. - No injunction, restraining order, prohibition or
mandamus shall be issued by the lower courts against the Department
of Agrarian Reform (DAR), Department of Agriculture - (DA), the
Department of Environ:nent and Natural Resources (DENR), and the
Dep-rtment of Justice (DOJ) in their implementation of th% program.

SEC 69 Assistance of Other Government Entities. - The PARC, in
the exercise of its functions, is hereby authorized to call upon the
nssistance and support of other government agencies, bureaus and
officers, including government-owned or -controlled corporations.

8EC. 70. Disposition of Private Agricultural Lunds. - 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 ceilings
provided for in this Act. ' :

Any sale or disposition of agricultural lands after the effectivity of
this Act found to be contrary to the provisions héreof shall be null and
void. . -

Transferees of agricultural lands shall furnish the appropriate
Register of Deeds and the BARC an_affidavit attesting that his total
landholdings as a result of the said acquisition do not exceed -the
landholding ceiling. The Register of Deeds shall not register the
transfer of any agricultura! land without the submission of this
swern statement together with proof of service of a copy thereof to the
BARC. , - .

JE.C. 71. Bank Mortgages. - Banks and other financial institutions
allywed by law to hold mortgage rights or security interests in
agrjtultural lands to secure loans and other obligations of borrowers,
may acquire title to these mortgaged properties, regardless of area,
subject to existing laws.on compulsory transfer of foreclosed assets
nm{acquisition as prescribgd under Section 16 of this Act.
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SEC. 72. Leases, Management, Grower or Service Contracts,
Mortgages and other Claims. - Lands covered by this Act under lease,
management, grower or service contracts, and the like shall be

. disposed of as follows:

(n) Lcase, management, grower or service contracts covering
private lands may continue under their original terms and
conditions until the expiration of the same even if such land has, in
the meantime, been transferred to qualified beneficiaries:

(b)  Mortagages and other claims registered with the Regrister of
Deeds will be assumed by the government up to an amount equivalent
to the landowner's coinpensatién value as provided in this Act.

SEC. 73. Prohibited Acts and Omissions. - The following are
prohibitead: :

(a) The ownership-or possession, for the purpose of circumventing
the provisions of this Act, of agricultural lands in excess of the toial
relention limits or award ceilings by any person, natural or
juridical, except those under collective ownership by farmer-
beneficinries:

(b) The forcible entry or illegal detainer by persons who are not
qualified beneficiaries under this Act to avail themselves of the rights
and benefils of the Agrarian Reform Program;

(c) The conversion by any 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 of
lands outside of urban centers and city limits either in whole or in
part afler the effectivity of this Act. The date of the registration of the
deed of conveyance in the Register of Deeds wiih respect to titled lands
a.nd the date of the issuance of the tax declaration to the transferce of
the property with respect to unregistered lands, as the case may be
shall be conclusive for the purpose of this Act. '

(f) - The sale, transfer or conveyance by a heneficiary of the right
to use or any other usufructuary right over the land he acquired hy
virtue of being a beneficiary, in order to circumvent the provisions of
this Act.

SEC. 71 Penalties. - Any person who knowingly or willfully
violates the provisions of this Act shall be punished by imprisonment
of not less than one (1) monh to niot more than three (3) years or a fine
of not less than one thousand pesos (P1,000.00) and not more than
fifteen thousand pesos (P15,000.00), or both, at the discretion of the
court. ]

If the ofTender is a corporation or association, the officer responsible
therefor shall be criminally liable.

) a


http:5,000.00
http:11,000.00

SEC. 75. Suppletory Application of Existing Legislation. The
provisions of Republic Act Number 3844 as amended, Presidential
Decree Numbers 27 and 266 as amended, Executive Order Numbers
228 nnd 229, both Series of 1987; and other laws not inconsistent with
this Act shall have suppletory effect. -

SEC. 76. Repealing Clause. - Section 35 of Republic Act Number
1844, Presidential Decree Number 316, the last two paragraphs of
Sectizn 12 of Presidential Decree Number 946, Presidential Decrec
Number 1038, ond all other laws, decrees, executive orders, rules and
regulations, issuances or parts thereof incensistent 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, no other section,
provision, or part thereof sha!l be affected and the same shall remain
in [ull force and effect. T

SEC. 78. Effectivity Clause. - This Act shall take effect
immediately after publication in at least two (2) national newspapers
of gencral circulation. )

APPROVED, June 10, 1988,

. (SGD.) CORAZON C. AQUIMNO
- President of the Philippines

SOON OFF THE PRESS!

Volume 11, 1588 Edition, of the Commentaries and Juris-
prudence on the Commercial Laws of the Philippines
(on the Corporation Code, Banking Laws and Related
Special Laws), by Aguedo F. Agbayani

TO FOLLOWED BY:

Commercial Law Reviewer, 1988 Edition by Aguedo F.
Agbayani

Otler books 1.,x Aquedo F. Agbayani:

Commentaries and Jurisprudence on the Commercial Laws
of the Philippines:

Volume 1 (Negotiable Instruments), 1987> Edition
Volume II (Insurance), 1986 Edition
Volume 1V (Transportation), 1987 Edition

Handbooks (for Commerce Students) on:
Negotiable Instruments

Parlnerships & Private Corporations
Insurance (under revision)
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ANNEX G
Gray Amendment Certification



CERTIFICATION PURSUANT TO UTILIZATION OF GRAY AMENOMENT ORGANIZATION

I, MALCOLM 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 can
best 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 invoiving both local expertise and Gray
Amendment-satisfying organizations are anticipated. My judgment is based on
the recommendations of the Program and Mission Review Committees.

Jussorte /St

MALCOLM BUTCER
Director, USAID/Philippines

FEB g1 1803

Date



ANNEX H
Executive Summary to the
Social Soundness Analysis
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EXECUTIVE SURMARY

The Philippines ic =& country Zfuaced wi<h Provliems of
massive poverzy. About 25 percent and 26 percent of
the rural and urban families, r Spectively, live beliow
the poverty level, majority of these are in <the
agriculiural sector. This is meinly due <o inequitable
access to Productive resouvrces and inequitable

distribution of =he fruits of production. There are
about & million agriculsural workers, of which mejority
were landless. They depend on agriculture Zfor

livelihood but <heir access To land, is only Through
Seasonal employmenz.

CARP is estimated to cover 10.3 million hectares of
land. Of these, 1.7 Percent will be covered by land
transfer and 18.3 bercent will be wunder <=he ISF
pProgram. Phase I which is supposed to0 be done guring
the first four years (198B-1981) covers about 1.454
million hectares. Phase II zlso o be done within <he
Zirst four years comprises the bulk (73. %) of all
lands covered by CARP. These are mostly public A and D
lands currently under leased o private entities. The
private lands in excess of the 50-hectare Zinst cut-oi7
sizZe is estimated o be only about 470,500 hectares.

Based on PARC estimates, abou: 4] Percent of <he
estimated 3.9 million FBs will have full access To and
control of +the lands they are working on within <the
first four years of CARP implementavion. Of <+hese,
about 80 percent are covered under Phase 7II oL <he
Drogram. Most of these ave within the Public £ and D
lands that will be distributed.

in generel, ‘here are four major tenure <ypes: (&) zhe
owner-cultivator; (b) leeseholder; (c) share-tenant;
and, (d) Ffarmworker. £s a resul: of ©D 27, a new
tenure sub-class, amortizing owner, is creeted in »rice
and corn areas. More and more farmers seek work irn one
or two farms and a Krixed-tenure type is emerging.
Mixed-tenure seems to be the general direction of
venurial trancformazion.

The landless fawpm workers are <he most disadvantagec
among those tenure “Yres. They are in <he lowest rung
of <he rurel soc.el ladder. They are empiovec on
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Seasonal basic, and they receive low wages
(¥ 30.00/day). During cIf-seasons, they survive by
borrowing cash or in iind Zrom the landowner.

The production and sharing arrangements between the
landowner and his veénantic is generally in favor of <the

landowner. “he tenant ge:s very low share of <he
Produce {30-30%). He provides at least <the labor
inputs while the landowner proviades the capiztal

requirements cf producstion.

The landowner ©plays & €ignificant role in this
partnershnip. Llthougn a4t Times <x<he ienan< is
oppressed, <the landowner is eimost always <there to
provide him and his Zfamilyv wi<h their needs,

particularly Zfinancial assi tance. He is +tne Tiggest
source oI credit LYy <The tenants/IrRrmworkers.

The landowner is mos* powerZul in <he communicy. He
mostily controls *he land and other resources in his
community, through which he acquires economiz and
political power to control the people, particularliy,
his tenants and Zarmworkers. Eis spar of control over
nis ‘“people" is so Breat that in many cases, <the
peorle’s Ifreedom to decige for themselvesg, especially
their right to voze, is compromised.

tatistics on landownership are not velidated but
estimeies show that about 10% of the landowners in the
counstry own 90% of the land. Farmholcdings are
generelly small. About B85% of 2ll1 farms are below 5.0
hectares in size but farms 5.0 hectares and above cover
about 48% of total agricultural lands.

The 1980 Census of Agriculture show tha: 8.7 miilion
hectares of land were devoted to various agriculctural
uses. Palay, corn, coconut and sugarcane were the
mEj)or crops raised, acc ting for Q1.2% of Tozel
agricultural lands.

CARP is a reform STtrategy that seeks <to solve the
centuries old problems of inequitable access <o land
and other productive Tesources and Gemocratic weglth

in the country. T aims tTo create Progressi‘'re agrarian
communities and speed up industrielizetion and economic
development. CARL is no: a perfec: document, it e

less than wha< Zarmers expected bus i+ is crefted :ir

2

¢


http:commun..ty

[
1.9

15.

1€.

such & way <hst no Erour is totally elienazec. Civen
The limitations of <ne law, sEteps can a—.l:‘eady De ~alken
t0 improve the present eituation.

With <he implementation of CAR®  <the Patron-cliens
relationship <that aeveloped between the landlord ang
the tenant,/farmworker will be severed. The tenant will
be left on his own <o manage the farm, and the landlorg
is not likely %o e:xxtend him any Te suppor:. The
Eovernment should be able +o take the place ind extend
the services <that used to be provided by <the L0 <o
attain <the goals of land reform. Failure TC provide
the necessary Supporti services could cause FBs to sell]
Or morigage their acquired land and revert to the o0ld
tenancy siructure or be totally displaced.

The severance of close ties between & benevolient L0 anc
the Zfarmer <tenanz coulc cause polarization between
these <two groups and even lead to arnimesity c¢f 10
towards the FB.

While CARP :is considered comprehensive in SCOope in <hat

it covers =all lands and seeks to benefit a1) the
Tenancs and farmworkers, different Eroups of
beneficiafies ave entitled <o different kinds of
benefits at different veriods of time. Tenants and

regular farmworkers are entitled to land ownership,
while o<her farpworkers are only entitled to improved
wages. Tenants and farmworkers on lands grea=zer than
50 hectares could Bet their benefi<s within <the next:
four years, while others will have %o wait for at least:
6-10 years. This discrepancy in benefits couigd Create
Zurther social SIiratification and a Zeeling ct
discrimination among those who stand t0 benefi: liese.

The inequitable distribution of access to resources was
the root cause of insurgency. Government s Zeilure in
the past %o improve the agrarien situation leg People
to Seek suppor: elsewhere. The continuing and
worsening socioeconomic condition is being exploited by
the insurgents to gain people’'s support.

People continue to press for change end improvemen: in
the problemetic agrarian situation. This could only be
done with the transformetion of the agrarian STructure.
Without CARP, people will pursue their own initiatives
to take over "abandonecd" lands by force. <f this goes

3
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t for <the EOvVernmen<

on, It will be much more Qif<j 2
<l : ore law and oraer.

©C COorrect

1

Agrarian reform is & Program appropriate to address
specifiic sociopolitical rroblems &t & given Point  in
time, and the present socliocultura and politice

i
cituation in <he countiry calls for a CARP. CARP is
socially sound program =o Dursue.

However, it is = difficult program %o implement.
A number of criticel areas have to be given serious
bl

m

consideration in the implementation for %he Program <o
succeed.
a. tiention should be given to the timely gelivery

o appropriate Support services to the FBs for
them To be able to make produciive use of the land

and realize <he gains of land ownersnip. i3
extension services and credit assistance will not
be orovided, they will again be forced Lo

sell/mortgage their lands to raise cash for <heir
immediate basic needs or at least £fail <o Pay
their land amortizations and other financieal
okligation.

b. Landowner s welfare shoulé be Eiven eqgual
importance. They are still <he powerful secstors
of society and <their dissatisfaction could
adversely affecs not only CARP buzt <her
aevelopment Programs as well. Assistance in terms
of identification of viaple investmen:
opporitunities and timely cgmpensation should be
extended to them.

c. Strong linkages and close coordination should be
forged between all the government agencies
involved in CARP implementation. As = centreal
program of government, these agencies should be
eligned to support CARP. therwise, DAR will not
Bet the necessary assistance of DA ( suprort
services), DENRR (surveys), LBP (assistance to
LOs), thet are critical to the success of CARD.
While complementation and linkages are establ:ished
at the national level, it still has <o be

trengthened at the local level.
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National policies snould not runm tounter o the
needs of CARP. Agriculturel cregis policies
should tale in<o account the needs of <he FBe +o
be given special tonsideration. Most of these FBs
do not have formal credit records and therefore,
would not oualify for bank loans. If left to <the
mercy of informal moneylenders, <he gains of
landownershirp may not accrue to them bu: may be
siphoned-off by <he moneylenders. Given the
present DA policy thas Eovernment should not EO
into direct iending, FBs will not have access to
ineir much need crecit assis<ance. The current
Euarantee scheme is no= accessible to them, if not
discriminating dagainst them.

Iz is £felt +that <he involvement cf lozal
governmen< nfficiels is practical to the
implementatio.. oZ CARP at <he local level.

However, given <he existing landownership and
rolitical structure ip the community, it is quizte
dangerous to give authority to the local officials
as far as CARP Programming is concerned, but they
snould be informed o< the progress o <he Program
and participate in planning.

The relationship between GO and NGOs has <o
improved and strengthened. Some NGOs have
capabilities to assist DAR in CARP impiementation.
In places wnere such NGOs have a STrong presence,
their help should be tapped by DAR. Areas where
NGOs can help are in the ident:ification® of
landowners, areas to be covered by CARP and FBs.
However, caution should be taken by the GO 3in
relying heavily on NGOs aS partners in program
implementetion. Moreover, the NGOs should assure
the governmen: their faithful support of the
2overnment. program and limi< its activities to
that mancated by iaw.

PARCCOM and BARC are new organizations created <o
assist in CARP implementation, by coordinating
CARP® related activities in their respective
Jurisdictions. However, there wers no provisions
for financial assistance to these organizations
and the members are expected <o work on &
volunteer and part-time basis. The success of the
Program largely depends on These bodieg,

5
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particularly The BLRC. civen the Ereas
responesibllily assigned to them by law. However,
withoutr financial support. the members canno< be
expected <to render <he services tha< they are
celled ¢to provide, and these organizations will
Za.l to function elfectively.

The role of <the BARC wizh existing iocel
structures nas to be rationalized <o avoid
conflicts due zo overlapping of responsibilizties,
claeimes of territoriality and power struggle thax
could hinaer <he effectively of this Organica<ion.

BARC is critical <o CARP and the membevs shculd
unaderstand fully their responsibilities. However,
many DAR fieldmen are organizing BARC just for the
sake of reporiing guantitative accomplishment.
DAR should pay atzention to this because BARCs
that are not well organized may be used as 2 +ool
of groups agains:t CARP and may not serve <heir
purooses.

It is essential <o Zully implemen:t CARP now. Civen
the law is aliready in rlace, and that some sectors
are threatened by CARD, Bovernment ‘s
indecisiveness <o fully implement CARP may be
exploited by both the le*t and :ight oppositionist
to Strengthened +their positions and further
worsened the strained political environment.

DAP shoulid 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
Lo come up with result, on which they are going %o
base their reactions. Many landowners are willing
to olfer their lend if there is an assurance that
they will be compensated. The farmer=, on =<he
other hand, would wan: to see that DAR is
concerned with their welfare, and will not be used
by the landowners as instruments <o further
oppress the farmers.

Efficiency in the Eovernment bureaucracy,
perticularly, DAR should be improved o ensure
CARP a certain degree cf success. There is & need

\CM



for skille development. value reorientetion and
Zull understanding and aprreciation of CARP among
&ll +the governmens agencies involved in CARP
implementation, particularly at the local level].
They are in the fron: line, and they come in close
contact with the people. They should be able To
discuss the program with authority and Project
conZidence in +he:iw ability to carr out the
Program. Their wavering stand will not Eive
peorle any assurance ihat the government is
sincere about the pProgram.

m. A cerzain degree of authority should be delegated
to the lowes:t levels of CARP implementa<tion. Tris
will facilitaze ctlons necessary <o acec on
specific problems.

It is said <that Eiven the sStrength of the
insurgency movement, this is not the opportune Time for
the government to implement CARP and alienate <he
landowners group. However, it should be understood¢ end
realized that the roo:ts of insurgency problems, =zhe
inequitable access by = Breat mejority of the peovle o
productive resources, are the ones that CARD seeks o
address and tha% maintaining the present struciure will
only worsen the situation. As Joma Sison, the
Communist 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 operceived rights. They also see an

alternative wmource of support if the Bovernment fails
to correct the present problematic agrarian situation.

There are two alternative steps that the
Eovernment can take: (1) impiement CARP fully and
correct ihe social ineoquity and in the long run create
a2 Jjust and peaceful society; or (2) stall on CARP
implementation and face the danger of revolution.

S
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TACS : No oction necessary:
SUZJXCT: AGRARIAN REFORM (492-p¢31) PAIP RIVIEW .

Doote; Initsy
FIT: MANILA 18138

1. SUMMARY: ANPAC CPAIRZD BY AA/ANE MET ON JUNE 18 anD
MADE FOLLOWING DECISIONS: - '

- (4) PAIP IS APPROVED,

- (B) PALD SEOULD BE SUBMITTED FogR AID/W REVIEY,

g
1~
<}
s
0
3
-
1

-

- {C) RETTEL WILL BT USZD AS Basys FOR CONSULTATION

#ITE CONCRESS ON THRESHOLD DECISION FOR AGRARIAN REFORM
FROCRAM EFTICYIVENESS; HOWEVER, DECISION ON \ :
EZFECTIVENISS DETSRMINATION WILL -NoT IMPLY APPROVAL OF.

-

/]

L] k&3
g

. ;‘!' 14
S

ANY PARTICULAR INTERVENTIONS A1D MAY UNDERTAXE IN \ TLIB ;
SUPPORT CF TEE ZVOLVING CARP PROGRAM. "\ =§’m — -
- . Sk !
= _.{D) SZCTOR PROCRAM APPROACH IS ACCEPTABLE AND ‘ CZZ,J —i
FRIFZRAILE £5 U.S. ASSISTANCE MECHANISM. U.S. PROGRAM A I I
#ILL CONSTITUTE ONLY A SMALL PORTION OF MULTI-BILLION - 4
DCLLAR GOP AGRARIAN REZFORM PROGRAM, AND IT WILL REQUIRE o v
MEANINGFUL OEJECTIVES AND DENCEMARKS BASED ON ANALYSIS Dey 71
Cf WEAT IS NEEDED T0 OVIRCOME CONSTRAINTS TO CARRY OpT <0_v | 2
SFECIFIC ASPECTS OF THE AGRARIAN RETORM PROGRAM, g;ffn
.- (E) A SPECIAL DCLLAR ACCODNT IS APPROPRIATE FOR TRTS Ty
EARMARKED SECTOR PROCRAM BUT IS NOT A PRECEDENT FOR _ ' G T
OTHER SECTOR PROGRAMS , . _ v !
. - { '
= (%) IF DELAY IN OBLIGATION BEYOND AUG. 31 SEEMS , ~LUE DATE -
UNAVOIDABLE, WE WILL NZED TOUR EARLY ADVICE To CONSULT "~ " - PN

WITH CONGRESS ON THLIS ISSUE. IF GoP RESISTS ANY DELaY
¥E SEOULD ALSO BE AFPRISED. . END SUMMARY .

2. SUBJECT pPAIP ¥AS REVIEYED BY pPRC ON MAY 18 WITE
FARTICIPATION OF DEFUTY DIRECTOR JOFN BLACETON, DAA/ANE
TCM REESE AND MISSICN DIRECTOR DESIGNATE MALCOLM

EUTLER. ANPAC CEAIRED BY AA/ANE JULIA CHANG BLOCH ON
JUNE 10 REVIZWED MAJOR ISSUES. ANPAC AGREED T0 AFPROVE
TEE PAIP, BUT BECAUSE OF. CONGRESS IONAL INTEREST IN u.s.,
CCNTROVERSY OF PROGRAM IN 14% PHILIPPINES; AND- BURZAy

A
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CCNCERN TFAT PRESSURT MAY BE EXERTED ON MISSIoN ro-
RAPITLY OBLIGATE AMT DISBURSS FUNULS, IT YAS DECIDED T0
ASK MISSICN TO SUBMIT 2AAD TO 4ID/v% ®OR SINAL REVIEW AND
AUTHCRIZATION. 7HZ FOLLOYING WERE TEZ MAJOR ISSUES 4AND
CCHCERNS DISCUSSED DURING THEZ ANPAC ANTD TEZ RISULTING
DECISIONS. -

3. ZIZTICYIVEMESS: ANPAC CONCLUDED THA?Y PRISIDINT
ACUINO™S SIGNATURE ON TEE CARP BILL IN CONJUNCTION WITH
TES IMPLEMENTATION FROGRESS IM LAND REGISTRATION, Lamd
TRANSZERS AND COMEENSATION MECHANISM NOTED REFTIL
——PSCi&DE—&-?SE%@ASL%E'B£SIS FOR CONCLUDING TEAT AN
ITTICYIVE AGRARIAN 3ZF¥ORM PROGRAHM, WITHIN THE MZANING OF
TEZZ RELEVANT PROVISION OF THE FY 28 CONTINUING
RZISOLUTION, EAS 3FEN INITIATZD. WE WILEL PROCIEID WITE
CCMSULTALIONS %WITH CONGRZSS ON THIS 3ASIS aAND XZTP Yoy
IXFO2+~n oF CCHGRISSIONAL REATTICNS AND FROZLZMS, IF
ANT, ¥ 9 ACCEPTING QUCTI EFTECTIVENESS ENDCIICTE BASIS.
ANY FUL [ JER INFORMATICHN RELEYANT TO T3IS ISsTs WERICE
MISSICN IS 4RLZ TG IDENTIFY SEQULD 5% COMMUNICATED TO
AID/W, '

Cop CEEASINOTE TEAT STTICTIVENESS DITERMINATION WILL
Nel COMSUITULE LPPROVAL OF SPECIFIC PROGRAM ACTIVITY.
TdAT IS A SEPARATI (PAAD) CONCZRN. Tisg NOY IS T0O
ANALYZZ CARPYOBJECTIVILY, DETERMINE WELT o NZEDED TO
RELP THE LGP PLANS POR CARP T0 EVOLVS OYTR TIME AND, AT
TRS SANE TIMZ. TO DETIRMINZ HOW 41D INTERVENTIONS CAN
SUPPCAT LSPECTS OF THIS PROCESS. TE: MISSION’S PROGRAM
UZJECTIVIS, IMPLEMINTATION PLAN AND BENCEMARLS WILL MEED
T¢ 3% STRUCTURZD ACCOSDINGLY. P&AD S30G:D COVER TEESE
ARTLS IN SOMZ DITAIL, S0 THAT 1T SUTTICIENTLY CLARITIZS
TEZ ANALITICAL BASIS FOR THS AID PROGRAM, ITS PURPOSE
AND OZJZCTIVES AND ECY IT WILL BS CAREITD 0UT.

S. IT was ANTICIPATID THAT OVZRALL PLAM FOR . CaRp WILL
BE RIVIZWED BY MISSICN TC ZNABLE YCU TO DETZRMINE %EAT
BIZIMINTS ARE APPROPRILTT FOR "QUR SUPPORT AND TC PROVIDE
BASIS FOR PROGRAM BENCEMARKS . ANP&C AGREID TEAT, AMONG
OTEZR THINCS, 4= EZINCHMARTS SHOULD = MEASURLRLE

INDICATORS THAT CONSTRAINTS ARE BEING ADDRZIESED AND REAL'

PROGRESS IS BEING MADZ TC%ARD FAAD PROGRAM OBJZCTIVES.
FCR TUYT ZARLY STAGIS OF 'P4YE PROGRA&M IN PAHTICULAR! WE
UEGZ YoUu 7o CONSILZa MIZD FOR- IMDICATORS DIALING WITY -
ESTAZLISEMENT OF A2ERCPRIATE DNARLING REGULATIONS, . C
ALMINISIRATIYY ARRANGEMENTS, STATFING, TRATHING, AND
CATA CATEI2ING /AMALYSTS ARRANGEMINTS 1IN AEDITICN TO-
CTHIR INDICAYORS GF PROGRAAY ZFTECTIVENZSS SUCE AS GLAND
TRANSTIAS I3s0ED, LAND REYGISTIHED, Z7C.

BT "
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€. FIRFORMANCE TIuCUMARYS CAN BT RASTDL ON A MINU C
AFPROACE THAT wWOULD CCVER 4 LARGRR HUMEE2 OF BENCEMAR S
TEAN WILL 2RI RIQUIRED T0 INDICATE aN ALEQUATS Lzvrl oOF
PROCIAM PYIFORMLNCT, rFO= ZZAMPLE, YOU MAY FISE TO RavE
A SIZIES CF BENCEMARXS FCR & PARTICULA? TIME PZRICD BUT
INDICATE THAT ONLY A PERCEMIAGE MUST RT m=T FOR MINIMUM
ACCIZTARILITY. PAAD SEQULD ZSTABLISH “EAT PIRCEINTAGE (033
P ZIRCAMARLS 1N THZ QUOTE NINU END 230TE MUst 2T MIT 7O
JUSTITY ™EZ MINIMUM STANDARD TOR COMTINUZED SYFICTIVINYSS
CF TFE PRCGRAM, AKD INDICATE WEICP (IF ANY) OF TH= TOTAL
NUMZIZR CT BINCHMAEXS ART CORE OBCCTIVES 7TFaT MUST ET
MIT TOR ZYFICTIVENESS.

7. ZULGIT SUPPORT A4REIAS: THE RIVIZW RAISEZD Tu:
CUZISTION COF ECY TO LITEIRMIHE THS BUDGET LINZ ITIMS THAT
WILL BZ RZIMBURSZD AND HOY THE SOUNDNISS OF TEEST AREAS
WILL BE DITIRMINED. DURING PRC, DIPUTY DIRECTOR
BLACLTON ASSURZID THE PARTICIPARTS THAT: (&) TEE MISSION
WILL SELZICT LINE ITEMS FOR QUOTE NON~SZNSILIVE END QUOTE
PROGRAM COMPONENTS TO EE ASSOCIATED YITH OUR FUNDS SUCE
AS RCADS AND CREDIT, AND TES AID PROGRAM WILL NOT
REIMBURSE LAND ACQUISITIOMN OR CTEER SENSITIVE
CCMPONENTS; (B) CARF ACTIVITIES ASSOCIATED WITHE oygR
FUNDS ¥WILL BE CAREFULLY ASSESSED FOR ACCIPTARILITY AND
SCUNDNESS BEFORE INCLUSICN IN TEE PROGRAM; (C) TEE
MISSION WILL ONLY REIIMBURSE 7e PERCINT OF SYPENDITURES
FCR EACH ZLIGIBLE LINE ITEM; AND, (D) A QUOTE TRAP DOOR
ZND QUOTZ MECBANISM WILL 3% BUILT INTOG TEE PROGRAM T0
AILOW TZRMINATION OF ASSISTANCE IF THE PROGRAM B3COMES
CCMPROMISED CR OTEERWISE UNACCEPTABRLE FOR A£ID ASSISTANCE.

8. TFENEFICIARIES: WITE REGARD TO SELECTING AREAS FOR
OUR SUPPORT, ADMINISTRATOR HAS RAISED PARTICULAR CONCERN
TEAT OUR TARTICIPATION IN AGRARIAN REFORM EE LINKED TO
SVALL TARMER EINIFICIARIES. PAAD ANALYSIS SHOULD
CLEARLY SEOW TEAT COMPONZNTS OF CARP TEAT ¥Z SUPPORT sgn:
vARGETTED ON THEISE ZINBFICIARIZSS. FOR EXAMPLE, IF AID
PROGRAM SUPPORTS ROAD CONSTRUCTION, ANALYSIS SHOULD smov
BCWV CRITERIA FOR ROAD SELECTION 1S WEIGETED TO¥ARD
SIRVING FLRMERS WHO RECEIVE LAND UNDER CARP. LIXEVISE
FCR OUR SUPPORT OF AGRICULTURAL CREDIT, PAAD ANALYSIS
SEOULD SECW LOW CREDI?T PROGRAM WILL ADDRESS TEE NEEZDS OF
T3E SMALL FARMER CARP BINEFICIARIZS. OTHER COMPONEINTS
¥I SUPPORT SHOULD ALSO BE SCREENED AND ANALYZED wITH
ACMINISTRATOR’S CONCEIRN . IN MIND., _._.__. ,

S. AGRICULTURAL CRFDIT- THERE WAS PARTICULAR CONCERN "~
IN PRC AND ANPAC EZXFRESSED ON PROPOSED BUDGET SUPPOR?T
FOR REINMBURS ING EIPENDITURES FOR AGRICULTURAL CREDIT
EECAUSE OF QUISTIONS ON TEE POLICY AND INSTITUTIONAL
ASPECTS OF 7THE AGRICULTURAL CRELIT ENVIRONMEINT.

DPIACKTON ADVISED THR PRC THAT THE GOP INTENDS TEAT
CREDIT UNDER AGRARIAN RZFORM WILL BE CONSISTENT WITH TKE
EXY ELEMENTS OF TRE CREDIT RIFORM POLICY FRAMEYORK
AGREED TO UNDER AID’S RURAL FINANCIAL SERVICES PROJECT,
MCST IMPCRTANTLY, TEE PRCVISION OF CREDIT AT MARKET
ORIENTED RATES CN « ‘NON-SUBSIDIZED PASTS. ~q% TNDICATED

¢ ,
P oz/3 CTINPTAQETTTTN wmam— o o . (‘\)\
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THAT THE MISsIoOw "ILL NIGOTIATE 4 COVENANT I THZ
AGRARIAN REFORM AGREEMENT TO ASSURE syck CONSISTENCY.

IN ALDITION TO THT COYINANT, IT WAS CONCLUDZD TEAT Tuz
MISSICN SHOyuLD COMPLZTSE SUFFICIENT ANALYSIS FoR THIZ PaaD
TC ASSURT an APPROPRIATE POLICY FRAMEWORX FoOR TEZ CRaDIT
PROGRAM, THAT DEMANT FPoRr CREDIT WiLL BE SUFFICIZHT o
MAZE TEIS 4 YORTH¥HILE AREA FOR our SUPPORT, AND TEAT
TBZ INSTITUTICNAL BASE FCR TEZ CREDIT PRCGRAM Is
ALSQUATZ AND WwILL NCT BE DEICRADED (E.G. 4s 4 RISULY or
FCSSIRLZ UNCOLLATERALIZED DEFAULTS') UNDER THZT PROGRAM,

12. SALARIZS: LTHIRE w4s CONCERN THAT IF ANY AID FUNDS
ARZ ASSOCIATSD YIS SALARIES FOR EXISTInG AND/GR
ALTITIONAL STAF?, MISSIQN SEQULD =z SURZ TEAT ANY .
[LCREASIS Iy SALARY cCS7Ts SUPFORTZIZ BY TEIS ASSISTaANCE
WILL BX SUSTAINARLD Iy TaZ FUTURE o2 TELT T¥ESE COSTS
RIPRESENT TEMPORARY RIQUIRTMENTS 7HAT CAN EI TERMIMATTD
*EINIVER APPROPRIATE QR MECZISSARY. g ASSU¥T THAT AID
FCNDS WILL uco BT UszD ¢ REIMBURSE SALARY SUPPLEMENTS
AS DESCRIBED Iy HANLROOK 1, PART VII AND..THAT GUIDANCE
OR RECURRIHT CCSTS 1IN HANDBOOX 1, PART III TEZREFORZ
AFPLIES. -, - ‘

Zl. MONITORING: DCURING aNPaC THT sUBJzcT ’OF HONITORING
TES FACT 4ND CUALITY OF PRCGRAM RESULTS WAS DISCUSSED IN
T2Z COoNrzyr OF ILENTIFYLKG MEASURARLZ INDICATORS OF
PEEFOHMANCE.\ ANPAC AGRZED THAT THE PROGRaM NEZDS To
ASSURE REPCRTZD BENCEMARKS oF PROGRESS iRE VALID AnND
TzaT LTFICTIVENESS CF THZ PROCRAM Is MAINTAINID DURING
CUR INVCLYZMENT. THIS SEQULD INCLUDE THZ MCNITORING OF
INZLCT LEvzr CAANGES THAT aRe OCTURRING WITSIN TEEZ RUR:L
SICTOR OF TH: PEILIPPINZS AS 4 RESULT OF Tyz FROGRAM.

IN CUR vIZY THIS SYSTEM SEOULD INVOLVE. FIZLD VISITS TO
VIRITY BINCHMARK RETORTS ON & SELECTIVZ 24SIs AND TQ
LCOX INTO IMPACTS, puz SYSTIM SEOULD ALSC COVER TER
SEICIFITD COMPCNEN'?S FUNDET YY BypGET LINE ITZMS wE WILL
EII. N
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’RIIMBURSE (E.C. FOR TEE CREDIT COMPQNENT MEASURES or
LINDING LIVELS AND RLPAYMENT RATES; FoOR RCLDS, MZASURTS
CF TOTAL ROADS BUILT AND PSRIODIC Sy7X VISITS ON A
SEMPLE 2ASIS) AND, CN A SAMPLING BASTS, SECULD ALSO
CCYZe THz PROGRAM £S A WHOLZ. A STDARA™S COMMUNICATION
CITIRING SUGGISTIONS ON EOY TO STRUCTURE & MONITOR ING
APPRCACH wILL BY TORTHCOMING. KONZTEELESS . WE SUGCIST
THAT TEZ ISSUE OF MONITORING BE ADDRESSED IM YoOUR

" DISCUSSIONS wITE THR GOP, ¥ITK A VIZW 10 IDSNTIFYING 4
LISCRT/Z PORTION OF THE PROSRAM RESOURCES T4 BE S TT
ASIDE TOR TEIS PURPCSE.

12, OZTARATE ACCOUNTS: TEL PAIP PROPOSED USInG
SiFARATE ACCOUNTS FCR BOTH DOLLARS AND LocaL CURRENCY
AND & RILATED IMPLEMINTATION PROCEDURE IDENTICAL TO 7gsT
R:-UIREL FOR CASH TRANSFIRS EVEN THOUGH [HIS ?SSISTANCE
AEPELRS TO FIT THE SZCTOR SUPPORT CHARACTZRIZATION .
AFTZR CARZFUL REVIEW, WE CONCUR IN THIS APPROACE ON TKE
CROUNDS WHAT TEIS PARTICULAR ASSISYANCE RIFLECTS A
CCNGRISSTONAL TARMARK BATEER THAN AID-INITIATED,
PCLICY-LEVEZRAGID SECTOR ASSISTANCE. THE ASSISTANCE IS
LAMDLTID 3T THE LAW AS LONG AS THE AGRARIAN REFORN
PROGRAM QUALITIEZS AS AN QUOTT TFFECTIVE TND QUOTE
PROGRAM. AS SUCBH, IT IS SIGNIFICANTLY DIFFERENT FROM
AID'S NORMAL SECTGR PRCGRAMS WHERE TEE REQUIREMENT OF
SIPARATE ACCOUNTS COULD EITESR DIMINISEH AID'S DZISIRED
TCLICT AGZNDA OR SLIMINATE ANY MEANINGFUL ACENDA
CCMWPLETELY. IN_SHGRT, WE CONCLUDE TEAT TEIs EARMARKED
S:CTOR PROGRAM IS SUI GINIRIS AND TEZ USE G SEPARATE
ACCOUNTS BIRZ IS NOT A PRECEDENT FOR SEPARATE ACCOUNTS
IN OTEZR SZCTOP ASSISTANCE CASES. :

1. ~DOWOR COORDINATION:  THI ZXPECTED MaJoR ROLE OF
OIHZR DONORS IN CARF MAXTS DONOR COORDINATION AN
I"PORTANT CONCERN. SPECIFICALLY, TEE Paap WILL NEZD 10
14%2 CLEA TELT THERE IS ADEQUATE ABSORPT]VE CAPACITY -
YHE AGRART'N REFORM RUDGET FOR PROPOSED RESOURCES .AND _
PROVIDE ASSURANCE THAT U.S. FUNDS WILL NOT REIMBURSE GO=
FCR ZXPENDITURES MALE RY OTEER DONCKS. AN ADEQUATE

LONOR COORDINATION MECHANISM SHOULD B% I PLACE EARLY IN -
TEE FROGRAM AND THERE SHOULD BE. CLTAR EVIDENCE VERIFYING
LBAT GOP AND OTHER DONORS ARE INDEED CUPPLYING, OR WILL
SUPPLY, A SUBSTANTIAL MAJORITY OF THE 12SOURCES FOR TEHE
FROGRAM, AS REQUIREL BY CONGRESS FOK OQR PARTICIPATION.
A1S0, I WAS VIEWED' £S RIGHLY DESIRABLE I DONORS OTHER
TEIN TEE U.S. CONTRIBUTE TO THEZ SPECIAL AGRARIAN RIFORM
FUND (SARF) T0 ENSURE ITS WOLTILATERAL NATURE_AND FUTURZ_
FINANCIAL SUSTAINABILITY. « :

14. TRAP DOOR ISSUR: IT WAS AGHEED THAT MECEANISM
FCR RAPID TERMINATION OF ASSISTANCE IS NEZEIED IN THE
EVENT TEAT TEE PHOGRAM GCES AWRY, AND THIS SBOULD B®
BUILT INTO TEE PROGRAM AND COVERED IN PAAD. AN
IMPORTANT CONSIDERATION IN TEE DESIGN OF SUCE A
MECEANISM IN SLACKTCN’S VIEW WAS WVHETEER ANY FUNDS FOR
AGRARIAN REFOLM MIGET BE DIRECTED TO OTEER ACTIVITIES IN
TBE PHILIPPINES WITHOUT DEOBLIGATING THE KESOURCES. THE
MISSION IS ENCOURAGED T0O EXPLORE TBE POSSIZILIT IS TOR.
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TEIS, BUT MISSION MUST. BZ MINDFUL THAT CONGRZ5S nrp
EARMARX TEESET FuNDS QUOTE CONLT FOR 'T2% PEILIPPINES TO
ASSIST IN THZ IMFLEMENTATION oF AGRARIAN RIFORM. %nD
CUOTE CONGREISSIONAL CONSULTATIONS wOUTLD TEERETORE B2
NICISSARY IF LiTER CIRCUMSTANCES WERE TO PRECIPITATE
BZALICCATION OF RESCURCES, AND yg QUESTION YHETHSZR AnT
CTEER USZ OF TEESE FONDS WILL BR POSS IBLE. WEIT2824D
BT
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