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Prefatory Statement

These revised implementing guidelines and procedures are hereby promulgated in order to operationalize the
payment of agrarian reform beneficiaries provided for in Section 12 of E.O. 229 and Section 26 of R.A. 6657.

I

Coverage

These guidelines and procedures shall cover payments to be made by ARBSs of lands awarded pursuant to E.O.
229 and R.A. 6657.

11

Legal Basis

This Administrative Order is issued in the light of Section 49 of Republic Act 6657 to implement Section 12 of
E.O. 229 and Section 26 of the said Act.

Section 12 of E.O. 229 states:

"Payment of Beneficiaries. Land acquired and redistributed by the government shall be paid for by the
beneficiaries in thirty (30) equal annual payments at six (6%) percent per annum interest, with the first
payment due one year after resale, and a two (2%) percent interest rebate for amortizations paid on time,
provided, that in no case shall the annual amortizations exceed ten (10%) percent of the land's annual value of
gross production. Should the amortization exceed ten (10%) percent, the LBP shall reduce the interest rate and
or reduce the principa obligation to make the repayments affordable. Incentives shal be given for

prepayments.”

The LBP shall have alien by way of mortgage on the land acquired by the beneficiary and this mortgage may be
foreclosed by the LBP when the outstanding principal balance unpaid and past due reaches the equivalent of three
(3) annual amortizations.

On the other hand, Section 26 of R.A. 6657 provides:

"Payment by Beneficiaries. Lands awarded pursuant to this Act shall be paid for by the beneficiaries to the
LBPin thirty (30) annual amortizations at six percent (6%) interest per annum. The payments for the first three
(3) years after the award may be at reduced amounts as established by the PARC. Provided, that the first five
(5) annual payments may not be more than five percent (5%) of the value of the annual gross production as
established by 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.

The LBP shall have alien by way of mortgage on the land awarded to the beneficiary and this mortgage may
be foreclosed by the LBP for non-payment of an aggregate of three (3) annual amortizations. The LBP shall
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advise the DAR of such proceedings and the latter shall subsequently award the forfeited landholding to other
qualified beneficiaries. A beneficiary whose land, as provided herein, has been foreclosed shall thereafter be
permanently disqualified from becoming a beneficiary under this Act.”

1V

Definition of Terms

A. Cost of the land refers to the amount paid or approved for payment to the landowner for the specific parcel of
land and permanent crops including improvements thereon acquired and awarded to ARBs.

B. Annua Gross Production (AGP) means pesos (P) value of the annual yield/produce per hectare of the land
awarded to farmer-beneficiaries (as established jointly by the Department of Agrarian Reform (DAR) and the
Land Bank of the Philippines (LBP) during the valuation process) which is reflected in the valuation portion of
the Claims Valuation and Processing Form.

C. Regular Amortization refers to the annuity based on the cost of the land and permanent improvements at six
percent (6%) interest rate per annum payable in 30 years. Other improvements shall be amortized on the basis of
the remaining useful life of such improvements.

D. Assistance to Farmers refers to (a) the difference between the regular annual amortization (based on the
amount paid or approved for payment to the landowner) and the affordable amount during the first five (5) years
after the award of the land to the ARBs, and; (b) the difference between the regular amortization and 10% of the
AGP during the 6th to the 30th year whenever such 10% of AGP islower than the regular amortization.

\Y

General Guidelines

A. As agenerd rule, land awarded pursuant to E.O. 229 and R.A. 6657 shall be repaid by the Agrarian Reform
Beneficiary (ARB) to LANDBANK in thirty (30) annual amortizations at six percent (6%) interest per annum.
The annual amortization shall start one year from date of Certificate of Landownership Award (CLOA)
registration.

B. The payments by the ARBs for the first three (3) years shall be two and a half percent (2.5%) of AGP and five
percent (5.0%) of AGP for the fourth and fifth years. To further make the payments affordable, the ARBs shall
pay ten percent (10%) of AGP or the regular amortization, whichever is lower, from the sixth (6th) to the thirtieth
(30th) year.

C. For lands acquired under E.O. 229 and R.A. 6657 without established AGP, the terms of repayment shall be as
follows:

1. For lands planted to either perennial or short-term (seasonal) crops without previous AGP, the initia annual
repayments by the ARBs shall be equivaent to 2.5% based on the cost of the land or 2.% of imputed AGP,
whichever is lower, until such time the AGP has been established/determined. For purposes of determining the
basis of the initial repayments, the imputed AGP shall be determined using industry data obtained from
government/private entities in the barangay. In the absence thereof, AGP for the municipality, province or region
in that order, shall be considered.

The average of the first three (3) years production shall be the basis in establishing the permanent AGP. The first
three (3) years amortization and all subsequent amortizations shall be adjusted and based on the permanent AGP
established.

2. For idle and abandoned lands, initial annual repayments shall be equivalent to 2.5% based on the cost of the
land until such time the AGP has been established/determined. The average of the first three (3) years production
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shall be the basis in establishing the AGP. The first three (3) years amortization and all subsequent amortizations
shall be adjusted and based on the AGP established.

D. For lands acquired under E.O. 407, as amended, the annual repayments shall follow the provisions of Item
V.B. If the AGP data cannot be determined, the payment by the ARBs shall follow Item V.C.

E. The Department of Agrarian Reform (DAR) shall issue a separate Administrative Order on amortization for
lands covered by aleaseback agreement.

F. LBP shall formulate guidelines to assist ARBs affected by natural calamity or force maeure which may
include, among others, suspension of payment, deferment of payment or restructuring of account.

G. The farmer-beneficiary may opt for the acceleration of amortization or immediate full payment of the total cost
of the land subject to the conditions on transferability as provided for in Section 27 of R.A. 6657.

H. A rebate of 2% on interest due shall be granted to farmer-beneficiaries who pay on or before the due dates of
the amortization.

I. The LBP shal have a lien by way of mortgage on the land awarded to the beneficiary. Failure of the
farmer-beneficiaries to pay an aggregate of three (3) annual amortizations, except where the cause of such failure
to pay is brought about by natural calamity or force magjeure, shall be a ground for foreclosure of the mortgage
and permanent disqualification from becoming a beneficiary under R.A. 6657.

Vi

Procedures and Accounting Policies

The LBP shall issue the prescribed procedures and accounting entries for the purpose of implementing these
Guidelines.

VII

Repealing Clause

This Administrative Order repeals DAR Administrative Order No. 3, series of 1992, and all other orders, circulars
and other issuances inconsistent herewith.

VIII

Effectivity

This Administrative Order shall take effect ten (10) days after publication in two national newspapers of general
circulation pursuant to Section 49 of RA 6657.

Adopted: 24 Aug. 1993

(Sgd.) ERNESTO D. GARILAO
Secretary
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