MALACANANG
Maniis

BY THE PRESIDENT OF THE PHILIPPINES
EXECUTIVE ORDER NO. 659

IMPROVING THE NEGOTIABILITY AND ACCEPTABILITY OF AGRARIAN
REFORM BONDS

WHEREAS, Section Z, Cnapter 1 of Republic Act No. 6657, otherwise
nown as the Comprehensive Agrarian Reform Law (CARL), as amenogec,
provides, amang others, that “The State shall provide incentives t© iandowners
to Invest the proceeds of the agraran refarm program 0 promote
industriglization, employment and prvatization 0f public seCtor enterpnses.
Fnancial Instruments used g5 payment for lands shall contam features that ghall
ennance negotiabliity and acceptability in the marketplace”.

WHEREAS. Section 16 (4), Chaprer VI, of the same law, allows the Lanc
Bank of the Phillppines (LBP) Bonds and/o- Agrarian Reform (AR) Songs as the
financia instruments to be used for paying lands undes the CARP up o the
amount of their value and/or acouinng shares of stack of government financial
Institutions, ang in paying for vanous taxes anc fees to government:

WHEREAS txecutive Urger Ne. 267, 5. 1995, provides for the Esuance
ot national gowernment bonds known 2s Agrenan Reform Bonde which are
fiegotable 3t snyome and winch AR Bonds replaceg the LBP Bongs o jand

transf= payments under the agrorian reform program with the same features of
the LB* Bonds;

WHEREAS, sithough & maior festure of the AR Bangs s signment of the
market Imurest rate with the Sl-day lressury bill, these bonds are nof
competitive with similar government securities like Small Denominated Treasury
(50T) Bonds, ERAP Bonds, and the Bankers Association of the Philippines (BAP)-
sponsorad issue of Pag- IBIG Bongs)

WHEREAS compiaints have been loaged oy tne affected [angownsr: on
e @0 of acceptability of thedr pante COMParec o Othe: government bongs,
angd ir the refusal of government entitiog i acrent directly from lanaogwners, AR
Bong: a1 face value, bul & 2 discounted price |essening the crediblity of
aovernment bonds as instruments of indebtedness angd further strenathaning the
resistance of landowners whose ands are sought to be taken and paid for with
these government honds,
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WHEREAS, tne aforementioned conditions alsc diminisn the ot
compensation due the iBndowners wnen ther landholdings are coversd unoer
tne Comprenensive Agrarian Reform Program (CARP);

NOW, THEREFORE, 1, GLORIA MACAPAGAL-ARROYO, Presgem of
tne Pnllippines, by virtue of the powers vested in me by law. 00 hereby order:

SECTION 1. National Government Guaranty. AF. Bonds are peemsy
ano considered as issued by the National Government These bonds are e
diract, unconditional ang general oolication of the Republic of the Phiiippines.

SEC. Features of AR Bonds. AR Bonds shall have the following
features:

a Market Interes rates aligned with S1-gay treasury bill rates, Ter percent
(10%) of the face value of the bonds snall mature every year thareafter
from the gate of issuance of the bond, Provided, mat should & _Bnoowner
chonse to foreqo the cash portion, whether in full or in pary, he shall be
naid correspundingly in AR Bonde

& Transferability ang negotiapliity, The AR Bonds mav be used by The
lgngowner, S SUCCESSOrs-in-Interest or his asaons

BEC, 3, Usage of AR Bonds, AF Bongt may be uset by the
lanciowner, s SuCCessor-n-interest o his assianées. uh o the amoumt of their
face value. for any of the foliowing.

a. Acouisition of land or other real properties of the government, Including
@ssets under the Asse! Privatization Program and other assets foreciosed
by governmant financial institutions ir the same province or reginn wnere
the lands for which the bonds were pald are situated;

b. Acquisition of shares of stock of government-owneg or controlied
corporations o shares of stack owned by the govarmment n private
corparations:

(a

Substitution for surety or ball pands for the provimonal release of accused
persang, or for parformance bonars;

a. Security for loans witn any government financial institubion, provided the

proceads of the lcans shall be Investad in 8n Economic enterprise,
prefarably in 8 small and medium scale Industry, In the same provinee or

region as the land fo- which the boncs Bre paig;
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Fayment for various taxes and fees to the government, provided that the
use of tnese bonas for these purposes shall be limited tw & certain
percentage of the outstanding Dalance of the finencial Instruments, and
provided further, that the Presidential Agrarian Reform Councll (PARC)
shall geterming the parcentage mentioned above.

Fayment for tuition fees of the immediate membars of the family of the

original hondholder In governmant universities, collieges, trade schools,
and other institutions,

Payment of fees of the Immediate members of the family of the ongina!
bondholder in government haspitals; and

Such other uses as the PARC may, from ume to tme, aliow.
SEC. 4. Acceptance of AR Bonds as Payment

Tne portion of the 10-year AR Bond that nas maturec or will mature
within the given year in which the 3x labllity shall b2 paic o for such
percentage of the autsanding batance of the bond 22 gatermines by the
PARC under Sec. 16, (4) (v) of R& 6657 of e AF Bonds heid by the
IBNOOWNer/Iaxpaves and/or Successors-in-interest o assignees shall bhe
accepted At payment for @riff anc dubes and the Ictiowang Int=mal
revenue B Rabilittes, but not imited to, exent withholding @ for hon-
withholging or nor-remittance of axes witnnhsic;

2.! Income taxes

2. Capital gans t&x due from INAVIDLS RXDaYers:
32 Este tax

24 Dongr's tax;

&5 Value aodec (3x (VAT

a.f Exose

a7 (Other percentage taxes.
35 Deficlancy tax assascmant arising from t2x Investiganons;

3.9 Surcharge, Interes and penaities ansing from fate filing of retums
and/of payment of taxes; and



8.10 Tax arrearages and penalties.

b, The 10-year AR Bonds can be used up to the amount of their face value
by the landowner, In whose name the ponde were |ssued, as well as by
his successors-in-interast or assianees, for the following:

b.1

b.2

Payment of real estate taxes, Interest charges and penalties;

Payment of various fees, interest charges and penalties that may
be assessed against private or govermment banks and otner
financial institutions by the Bangke Sentral ng Pliipinas and other
government agencles in the course of their operation;

Acguiring shares of stock of government-owned and/ar controlled
corporations or sharas of stock owned by the govarnment in privats
corporations;

Security deposit of forelon corporations with the Sacurities and
Exchangs Commission (SEC), and!

Performance bond of NOUsING conuactors with the Housing and
Land Use Regulatory Boaro (HLURB).

- AF Songs snall De acceptec 25 coliateral for securing logns from
government financial Institutions but at & discount=d valug, subject to the
condition that the proceeds of the loan are (o be invasted In an economic
enterprse.

SEC. 5. Eligibilities. AF. Bonds shall enjoy the same form of
sligiblities granted to SOT Bonds, ERAP Bands, BAP-sponsorad Pag-IRIG Bonds
and cther gpovernment bands that may be issued in the future. Such eligibilities
inciude, among others, the following:

8. Caphisl reserye instruments for InSurance comoanias and Investman® for
Keserve fungs for pre-nessy companes:

k. Parformance and judicial tonas;

€. Resarve for trust guties;

d. Liquidity floor requirements for govemiment funds or deposits;

Investments for small and medium enterpnises [SME) funas; and
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1 Compliance with Agr-Agrs Law

SEC. 6. Assistance of Other Government Entities, The
assistance of tne Department of Finance (DoF) and the Department of the
Interior and Locai Govemment (DILG) and other concerned government
apencies 15 herepy emomned o exaeno full support to the AR Bonde as mancated
by law

SEC. 7. Implementing Guidelines. Tne LBP shall Issue tne
guidelines to implement the provisions ©f this Executive COrger in coprdination
with concerned government agencies.

SEC. 8. Administrative Sanctions. Fallure to follow the
directivas of this Executive Crger within 30 gays from gffectivity tnereof shall
subject concerned officiale to administrative sanctione pursuant to existing laws,
rules and regulations

SEC. 9. Repealing Clause. Al Executive Orgers, issuances, rules
and regulghons, O parc thereof Inconsistent with the provisions of this
Executive Drgss ars hereby repealed ang/or modified accordingly.

SEC. 10. Sffectivity Triz Executve Oroer  shall take  effect
immediately upon bublication In & national newspape: of ganeral arculabion

DONE in tne Oty of Manlla, this 3300 dav of Septembsr 0 the year of
Dur Lorg. Twe Thousand angd Saven

By the Presigent: _ "

4.

EDUARDO R. ERMITA
Executive Secremn






