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RESPONSIBILITIES AND OBJECTIVES 
O F  THE CENTRAL BANK 

"It: shall be the responsibility of the Central Bank of the Philip- 
piries to administer the monetary and banking system of the Republic. 

"It shall be the duty of the Central Bank to use the powers 
granted to i t  under this Act to achieve the following objectives: 

"(a) To maintain monetary stability in the Philippines ; 

"(b) To preserve the international value of the peso and the 
convertibility of the peso into other freely convertible currencies; 
and 

"(c) To promote a rising level of production, employment and 
real income in the Philippines." 

-Section 2, Article 1, Republic Act No. 265 
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SOURCES AND SYMBOLS 

SOURC:ES.-Statistics are derived mainly from government biweaus 
and offic,e,r through direct communications with the entities concerrled and 
from published statistical reports and bulletins. 

Data on money and banking are derived from the reports of the former 
Bureau of Banking, Coilsolidated Statements of Condition of Other Banks 
(commercial banks, savings banks and rural banks) and other information 
supplied by other departments of the Central Bank. 

1;NITS.-The word "thousand" is used to mean 10 hundred units, 
"mjllion", 1,000 thousand units; and "billionJ', 1,000 million units. 

In coriformity with the recommendations of the Statistical Office of 
the United Nations, index numbers are  recomputed about evkry five years 
on an up-to-date base. 

C;regorian calendar years and months are used. 1)atti for  fiscal years 
ending June 30 are properly noted whenevela used. 

SYMBOLS.-The following symbols are used to convey the in- 
1'orm:ttion in each case. 

Symbol Information 

. . Data not available. 
. . ~ Data not applicable or appropriate. 
- Nil or. zero. 
- - Data too small to be expressed. 
P (Set up as a superior index) Preliminary. 
r (Set up as a superior index) Revised. 
e (Set up as a superior index) Estimate. 

n.e.s. Not elsewhere specified. 

ROUNDING OF FIGURES.-Any slight discrepancy that  mny be noticed 
between the sum of the constituent items and the total as show11 in somE 
tables may be attributed t o  the rounding of numbers. 





I OVER-ALL ECONOMIC REVIEW 

The Philippine economy continued to recover and perform strongly 
during the early part  of 1971 but ran into difficulties towards the  
lattcr par t  of the year when adverse external developnlents and other 
lrtrgely fortuitous domestic events set back stabilization and growth 
efforts unexpectedly. After responding encouragingly to the stabilization 
program implemented since February 1970 and the new development 
strategy which shifted policy emphaviv to the promotion of new export 
industries and ~ t h ( ~ l .  foreign exchange earning projects, the economy 
suffered balance of payments reverses as hostile influences ablmoad 
developtd. The internatiorinl liquidity crisis which precipitated the  
realignment of major world currencies, the prolonged dock strikes in 
the United States and the protectionist posture of principal trading 
partner countries gave imise to external market uncertainties which weak- 
ened the country's external payments position. On the other hand, on 
the domestic front, monetary and fiscal developments reflected relatively 
successful efforts to cnntain the  rise in liquidity as  well a s  effect a pattern 
oC credit and financial flows lo  devired areas and uses. Despite these 
developments, however, prices conti~iued to rise as a result partly of 
inflation abroad and partly of domestic market deficiencies and imper- 
fection~. The combined effocts of destructive typhoons, plant pests and 
dlseasecs, socbal unrest, rising costs and financing difficulties slowed down 
production growth and limited the availability of market supplies. With 
the decline In purchasing power, real wages edged down although im- 
provements in employment and money wage rates were ~hcgiutesed. 

Aftcr u splendid showing during the Cirvt three quarters of 1971, 
the country's external sector lost considerable ground in the fourth 
quarter as world market developments cauved export demand to falter, 
the import bill to rise and the net terms of trade to  deteriorate from 
110.6 in 1970 to only 92.4 this year. Export earnings for the year 
expanded by only 6 per cent (despite a 15.4 per cent increase in volume) 
which compared poorly with the 24 per cent value growth ra te  cjf 

1970. The export sector was weakened by the effects of the decline 
in world market prices particularly of copper concentrates (by 28 per 
cent), copra (7 per cent), and coconut oil (8 per cent). On the other 
hand, a discernible change in the composition of exports was noted as 
bananas broke into the top ten exports for the first tirnc and such 
"new" exports as cement, shrimps and prawns, petroleum pitch and 
residue began to gain acceptance in the world markets. 

In contrast, imports which declined in the past two years rose 
by $95.8 million or 8.8 per cent over 1970. The expansion may be 
attl-ibuted partly to larger purchases of producer goods to sustain the 
country's industrial activities and partly to higher costs brought about 
by inflation abroad and increased oil prices under the OPEC agreement. 
Volume-wise, imports increased by less than 1 per cent. 



Consequently, the trade deficit rose from $7.3 million in 1970 
to $41.8 million. However, on the whole, total goods and services, 
official grants and capital movements resulted in a net outflow of only 
$10.3 million. With the second allocation of SDR's amounting to $16,6 
million and drawings on the IMF and net short-term borrowings of 
the Central Bank which aggregated $24.6 million, international reserves 
rose by $30.9 million from $213.2 million a t  the beginning of the year 
to $244.1 million a t  the end. 

In production, preliminary estimates suggested varied trends as 
manufacturing output which slumped in 1970 recovered during the 
year to post an improvement of 7.1 per cent, with all the increase coming 
from the non-durable goods category. A slower growth pace was 
exhibited by the major mineral products, except gold and iron ore 
which achieved higher expansion rates than in the previous year. Agri- 
cultural production manifested indications of stagnating by maintaining 
previous year levels in contra& with the 6.1 per cent increase attained 
in Crop Year 1970. Partly responsible for the improvement in pro- 
duction levels were the economy's greater capability to import material 
inputs and the stimulating effects of price differentials, tax conces- 
sions and other incentives provided by the government to preferred 
rndustries. 

To prevent the excessive rise in liquidity in the face of aupply 
deficiencies, monetary authorities were prompted to reinforce the 
cautious money policy adopted in 1970 with additional meaaures of 
restraint. A 15 per cent reserve on marginal deposits was imposed 
against letters of credit, and dollar-peso swap arrangements between 
the Central Bank and commercial banks were suspended. Hand in hand 
with the careful management of government finances, these monetary 
measures held down the growth of the banking system's domestic credits 
to only 8.7 per cent as against 10.7 per cent in 1970. Money supply 
rose by P520.0 million or 10.3 per cent to 2)5,567.4 million solely under 
t.he expansionary impact of the external sector. The pattern of credit 
flows also continued to shift in favor of the private sector as private 
credits expanded by P1,245.2 million while public credits contracted 
by 815.6 million. Moreover, commercial bank credits granted for pro- 
duction purposes increased from P8,822.9 million in 1970 to P11,410.7 
million in 1971, or an expansion of 29.3 per cent. Efforts were also 
exerted to tap non-inflationary means of financing and to  facilitate 
the flow of loanable funds from surplus urban areas to deficit rural 
areas through the issuance of Central Bank Certificates of Indebtedness 
(CBCI). As of December 31, 1971, the total CBCI's outstanding 
amounted to 8421.7 million compared to P68.1 million a t  the end of 
.~970. The proceeds were intended to be loaned out to rural areas 
through the rural banking network. 

In coordination with monetary measures, fiscal efforts to raise 
revenue and contain expenditure resulted in a caah deficit of P91 



million which, though contrasting with the PlOO million surplus of 
1970, was still considerably smaller -than the deficih illcurred in any 
year since 1963. Moreover, the net supplementary financing which 
covered the deficit was kept at much lower levels, and greater reliance 
was placed on borrowing from the market via Treasury bills and other 
issues which are less destabilizing means of financing. Efforts to 
develop government securities market also allowed interest on govern- 
ment obligations to be paid a t  going market rates. 

The strong upsurge of domestic prices was therefore attributable 
not so much to liquidity factors as to non-monetary ones. In addition 
to :factors which limited domestic supply levels and impaired their market 
availability, external developments also hiked the cost of irnportu, limited 
their inflow and raised the operation costs of firms. Aside from real 
factors, speculative activities may have contributed to the prevailing 
price rise. 



11. MONETARY DEVELOPMENTS 

In the face of high domestic liquidity and rising prices which 
clouded an otherwise creditable performance of the Philippine economy, 
monetary authorities in 1971 found it necessary to reinforce the basic 
policy of restraint adopted in 1970 with additional credit measures, 
notably the imposition of a 30 per cent reserve on marginal deposits 
againat letters of credit and the suspension, except for a few meritorious 
cases, of the dollar-peso swap arrangement bet,ween the Central Bank and 
coinrnercial banks near the end of the year. 

A. MONETARY POLICY 

Among the more significant credit and banking measures taken in 
1971 were: (1) the establishment of a ceiling on credit  accommodation^ 
of banks, including Philippine branches of foreign banks, to thelir 
directors, officers or stockholders; (2) the imposition of a reserve 
requirement on all marginal deposits against letters of credit effective 
August 9, 1971. This was originally set a t  15 per cent to be increased 
by 5 percentage points every inonth thereafter until i t  would have reached 
30 per cent on November 8, 1971. However, upon petition of the 
banks, the initial 15 per cent requirement and the monthly increases 
of 6 per cent were reprogrammed to give bunks sufficient time to meet 
the requirements; (3) the raising of the rediscount rates charged by the 
Central Bank on rural banks to 3 per cent for paper covering loails 
under the supervised credit system and to G per cent for other eligible 
papers; (4) the authority given private development banks to grant 
real estate mortgage loans with maturities of not more than 20 years 
for economic activities falling under Priority T of the Central Bank 
Credit Priority System; (5) the prohibition against lending banks re- 
quiring borrowers to leave behind or deposit back with them a portion 
of the loan proceeds in any form of deposits; (6) the approval by 
the Monetary Board of a memorandum to take effect on January 1, 1972 
amending the policy on temporary overdrawings in current accounts in 
view of the phasing out of overdraft lines of all commercial banks, These 
lines were to be cancelled or converted into discounting lines or other . 

forms of accommodation by December 31, 1971; (7) the establishment 
of specific qualifications on the declaration of dividends of banking in- 
stitutions for purposes of the requirement of Section 84 of R.A. No. 337; 
and (8) the adoption of supplemental rules and regulations governing 
the grant of loans by rural  banks to accelerate the implementation of the 
Agrarian Reform Program of the government. 

The program of watchlisting (and barring from foreign exchange , ' 

windows) of certain delinquent firms and individuals was continued in 
1971 as more than 400 entities were entered into the list. In the same year, 
71 were deleted from the watchlist. 



B. MONEY MARKET RATES 

Despite the tight credit situation in 1971, money rates were considered 
to have behaved normally during the year, although a t  higher levels, 
compared to  the erratic movements the year before. Both interbank rates 
and intercompany rates remained relatively steady during the first  three 
quarters, except in April when rates dropped sharply in response to a 
temporary excess liquidity arising from the collection of income tax pay- 
ments by banks. 

I t  was only in the last quarter (starting mid-October) that  large 
fluctuations occurred when the banks felt the pinch of the escalation 
of reserve ~~equirements on marginal deposits from 6 per cent to  30 per 
cent within a 3-1 month period, the hedging by investors against a 
further depreciation of the U.S. dollar and government competition for 
private funds with new successful igsues of CRCI's and Tax Anticipation 
bills. With the advent of the November elections, banks suffered heavy 
withdrawals, causing the interbank and intercompany rates to  peak a t  21.0 
per cent and 19.5 per cent, respectively. These rates began falling a s  
funds began to  trickle back into the system only to rise again by m i 4  
llecember as holiday spending accelerated and financial houses sought 
funds f o ~  the traditional window-dressing of their year-end portfolios. 

C. MONEY SUPPLY 

The over-all effect of the restraint measures was to  hold down the 
growth of money supply to P520.0 million or 10.3 per cent higher than the 
1970 year-end level. The credit pinch was reflected most visibly in the 
increase of B293.3 million in the level of money supply during the  month 
of December. This increase w4s well below the B 8 3  million gain regis- 
tered in December, 1970 over November, 1970. T t  was also lower than 
the comparable increases obtained in December 1969 and December 1968. 

The monetary expansion in 1971 was brought about solely by trans- 
actions in the external sector which injected an aggregate of P605.9 mil- 
lion into the monetary stream (see Table 2.1). 

In the internal economy, the private sector was contractionary by 
P111.8 million on account of the large inflow of W32.6 million in quasi- 
money deposits into the  commercial banking system and the  1624.4 million 
increase in the capital accounts and other liabilities of private banks 
which more than offset the expansionary effect of the domestic credits 
of these banks amounting to P1,245.2 million. The public sector, on 
the  other hand, was expansionary by E5.9 million in contrast to  its 

a substantial withdrawal of P337.3 million fl:orn the monetary stream dur- 
ing the previous year. Thus, on the over-all, the internal economy ef- 
fected a net withdrawal of P85.9 million during 1971. 



'fable 2.1 - FACTORS RESPONSIBLE FOR MONEY SUPPLY MOVEMENTS 
December 31, 1970 - December 31, 1971 

I .  MONEY OF INTERNAL ORIGIN 

(Million Pesos) 
-. - - . - - . - 

A. Public Sector2 
1. National Government 

a. Securities held by Central Bank . . . . . . . . . . . . . . . . . . . . . . . . . .  
b. Securities held by the commercial 

banking system (KBS) 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
c. Central Bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
d. Loans of the commercial banking system . . . . . . . . . . . . . . . . . .  

m . . . . . . . . . . . . . . . . . . . . . .  
QI 

Less : e. Total National Government balances 
u . . . .  Cash in Treasury vaults . . . . . . . . . . . . . . . . . . . . . . .  ... 

Demand deposits with commercial banks ................ 
Demand deposits with Central Bank .................. 
Trust funds with Central Bank . . . . . . . . . . . . . . . . . . . . . . .  

f .  Total savings & time deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I t e m  
I December 31, 

2. Local Gov't. & Semi-Government Entities 
. .  . a. Securities held by Central Bank . . . . . . . . . . . . . . . . . . .  .. .. 

b. Securities held by the KBS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  c. Central Bank loans 

d. Loans of the commercial banking system .................. 
Less: e. Savings & time deposits . . . . . . . . . . . . . . . . . . . . . . . .  ... .... 

f .  Net Miseellanous Accounts of Government banks .............. 

December dl. Increase or on Money 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,835.2 1,691.3 143.9 + 143.9 -- 

Tobi  Public Sector. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,751.4 3,611.5 139.9 + 26.9 -- 

1 1971 1970 1 Deerease (- ) : Supplyl 
- -- -- 

I 
- . - - - - . . - -- - 

1 



Tabie 2.1 - FACTORS RESPONSIBLE FOR MOBEY SUPPLY ~ l O V E ~ ~ E N T S ( c o ~ ~ c l u d e d )  
December 31, 19.70 - December 31, 1951 

lMi1lion Pesos) 
- - - - - --- - - - - 

I 
Xet Effect 

P~cernl~er  21, / Derrmbar :;I. Ii~ereare or on Money 1 1071 1 I070 , Decrease -)  
, S U P P ~ Y ~  - - - - -. - - . - - - - - - - . - - - - -- - - - - - - - - - . . - - --- --- - 

B. Private Sector 

a .  Lonns, discounts, overdrafts4 and custo~~lcrs'  liability 
;;cccplances of the commercial banking system . . . . . . . . . . . . . .  :+!il.i.tiu 8.430.118 1$284.<i 

h. S c r ~ r i i j ~ e  heId hg KBS . . . . . . . . . . - . . . . . . . . . . . . . . . . . . . . . . .  1.0 40.3 - 39.3 
Less: c. Saving$. tinlt. & other deposits .-).03L 1 .5.199..5 "",, 

i ad.(: . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
d. Neb RIjscellal~eous Accounts of thc. private 

baldis of the  KBS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,794.4 I'L 1169 " --- 624.4 
Totxi Private Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -- 1,989.4 . 2,101.2 -- -111.8 

n 
4 - C. 'htal  Public C Private Sectors . . . . . . . . . . . . . . . . . . . . . . . . . . .  .... 5,740.8 5,712.7 . . .  28.1 

11. M O N E Y  O F  E X T E R N A L  ORTGTN 

a.  Iiitcrnational Reserves 1.811.1 l : 2 f  -5.4 86.r) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
b. Special Account - Foreign Exchange 

Differentials S.51.8 148.1 ''u::.7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
257.: ?GO..? - Less:  c. Revaluation of International Reserve ::.2 . . . . . . . . . . . . . . . . . . . . . .  

d. Con~pensatory borrox-ings abroad 
and I M F  drawings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.579.3 1-778.3 . 1FtR.r) 

Total Money of  External Origin . . . . . . . . . . . . . . . . . . . . . . . . . .  -175.4 -- . Bfi.i.2 
- -  

-191.9 
--- 

111. BII)h-Ey SCI'PLT ,?,5G7.4 -- 5.047.4 - .-).o:$ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
-- - - 

-- 

-- - 

1 Plus sign (+) indicates the magnitude of the increase and minus sign (-), the decrease in tnoney supply. 
Xons i s t ing  of the National Governllleilt, local governments and semi-government entities. 
:; N e t  of CBCT held by conlmerciai baixks. 
4 Including iunuscd overdraft lines. 
: '  Xdiilsted t o  include Kational Gorvcr:m~lit expenditures abroatl ,  ;imounting. 1,: B1 1.1.0 mill inn,  
' 1  I n r l u d i ~ . ~  Cnntral Ranli PmPrFency loans  t o  e a v i n ~ s  hanks. 



Y 
'Iable 1.2 . MOSEY SL7PPLk7: MOSTHL, $ AiSSLA4L CH-ANGES .-\XI) C'ObfP08lTIC)1\T 

December 31, 1969-1971 

~;lmount in ICIilliol~ Pesos! 
.- ....... ..... .... ... ......... -- ... -. -. 

I Currency in Peso  erna and-^ 
I Monthly Changes . -4nnual Changes 

. . .  . End of Period ; Money i - - . ..... . .. - - -.. 
1 Circulation - - - - Deposits - 

Supply i -1 ... i : i  of irloney '6 of Money 1 A m o u n t  ; Per Cent 1 Amount  i Per Cent Alllount : Amount 1 
- .... - .. .... - .. . - .- -. .. I I Supply Supply 

.. -- 
................... 1969 - December 4,753.8 315.7 7.1 771.9 19.4 2,119.1 44.6 2,631.,7 56.4 

1970 . January 
February . . . . . . . . . . . . . . . . . . .  
March . . . . . . . . . . . . . . . . . . .  
April . . . . . . . . . . . . . . . . . . . . . . .  
May . . . . . . . . . . . . . . . . . . . . . . . .  
June . . . . . . . . . . . . . . . . . . . . . . . .  
July . . . . . . . . . . . . . . . . . . . . . . . .  
August . . . . . . . . . . . . . . . . . . . . .  
September . . . . . . . . . . . . . . . . . .  
October . . . . . . . . . . . . . . . . . . . . .  
November . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . .  December 

. . . . . . . . . . . . . . . . . . .  1971-January 
. . . . . . . . . . . . . . . . . .  February 

. . . . . . . . . . . . . . . . . . . . . .  March 
-%pril . . . . . . . . . . . . . . . . . . . . .  
N a y  . . . . . . . . . . . . . . . . . . . .  
June . . . . . . . . . . . . . . . . . . . .  
July . . . . . . . . . . . . . . . . . . . . . . . .  
;iugust . . . . . . . . . . . . . . . . . . . . .  
Sepkmber . . . . . . . . . . . . . . . .  
October . . . . . . . . . . . . . . . . . . . .  
Sovember . . . . . . . . . . . . . . . . .  
December . . . . . . . . . . . . . . . . . . .  



Of the 8520.0 million monetary expanaion in 1971, Y240.0 rrlilliou 
waa in the form of currency while demand deposits accounted for  the 
remaining F280.0 million. The ratios of currency and of demand deposits 
to total money supply as of the end of the year, therefore, stood at 
47.6 per cent and 52.4 per cent, respectively, a slight shift of 0.1 point 
from currency to  demand deposits compared to the distribution a year 
ago (see Table 2.2). 

D. CREDIT OPERATIONS O F  THE BANKING SYSTEM 

Under the continuing policy of restraint, the growth of domestic 
credits of thc mouetary system decelerated further in 1971. Domestic 
credits rose by P1,229.6 million or 8.7 per cent as against the f11,392.9 
million or 10.9 per cent gain recorded the previous year. The credit 
pattern also continued to shift in favor of the private sector as private 
credits esptlnded by fJ1,245.1 million while public credits dropped by 
Y15.5 ruiillion. Of the total credits of P15J37.5 million outstanding as 
of the end of 1971, the Central Bank's share amounted to  P3,266.5 million 
or 21.3 per cent while the commercial banking system held the balance 
of P12,071.0 million or 78.7 per cent. 



OOMESTIC CREDITS OF THE MONETARY SYSTEM 
December 31, 1969 - 1970 

--I I COMMERCIAL BANKING SYSTEM - :....TOTAL 

1. Central Bank Credits 

Portfolio operations of the Central Bank continued to be contrac- 
tionary as outstanding portfolio credits dropped by 841.0 million to 
P4,292.0 million as of the end of 1971. On this amount, P2,331.0 million 
represented government security holdings while P1,961:0 million were in 
loans and advances. 

The decline, which was smaller compared to the drop of i362.2 million 
in 1970, originated wholly from a alack in the lending activities of the 
Central Bank as total repayments exceeded loans granted by W7.7 million. 
The biggest cut in loans and advances outstanding was sustained by com- 
mercial banks (P144.0 million) followed by the National Government 
(P25.7 million), local governments ($5.9 million) and savings banks (80.8 
million). Semi-government entities and rural banks, on the other hand, 
received net advances of P74.6 million and E 4 . 1  million, respectively, 

The net acquisition of B 6 . 7  million in government securities con- 
sisted entirely of Treasury notes. All other types of security holdings 
either dropped or did not change at all. 

The credit operations of the Central Bank in 1971 were actually 
far  more contractionary than its portfolio operations would indicate 
because of its successful flotation program of its own certificates of 
indebtedness (CBCI's). Launched late in 1970, the CBCI operation was 
intended to siphon funds from highly liquid urban centers for rechanneling 
to credit-hungry rural areas. As of December 31, 1971, total CBCI's 
issued and outstanding aggregated F'421.7 million (compared to W8.1 
million a t  the end of 1970) which amount represents liquidity drained 
from the banking system and/or the public. To the extent that the pro- 
ceeds from CBCI issues have not been transferred to and fully disposed 
of by the rural banks and other authorized rural credit outlets, the eco- 
nomy's monetary stream has been effectively reduced (see Table 2.3). 



Ta$k 2.9 - STATTrS OF THE CENTRAL IIANIL CREIIIT PORTFOLIO 

/.' ,"' As of December 31, 1970 and 1971 

(Million Pesos) 

1. GOVERNMENT SECTJRITIES . . 2.267.0 - -  - 

A. National Government . . . . . .  1,613.0 
.- 

1. PW & E D  Bonds . . . . . . .  221..0 
2. Cert. of Indehtednt!~~ . . .  15.0 
3. Treasury Notes . . . . . . . .  1,104.0 
4. Socio-Eco. Bonds . . . . . . .  4.1 
5. RP Ext. Loan Bonds . . . .  2.8 

. . . . . . . .  6. Tretlsury Kills 2.8 
7. Replacement Uonds . . . . .  160.1 
8. NI.4 Bonds . . . . . . . . . . . .  3.2 

13. Local Gov't (IPMG Bonds). 1.6 - 
C. Semi-Gov't Entit,i~n . . . . . .  752.4 -- - > 

1.. UBP Bonds . . . . . . . . . . . .  606.6 
2. NAWASA nonds . . . . . . .  76.0 
:;. NPC Bond6 . . . . . . . . . . . .  67.9 
4. MWI.) Bonds . . . . . . . . . . .  2.0 

11- TJOANS AND ADVANCES . . . .  2,038.7 - - 
A.  National Government . . . . . .  436.4 

1 .  Subs. Payment to IMF 107.2 
8. " " IBRD. . 2.1 
:!. " " 1S)h . . .  1.0 
4. Budgetary Loal~s . . . . . . . .  325.0 

B. Local (iov'ts (Rudgetary 
Loans) . . . . . . . . . . . . . . . . . . .  6.2 

i:. Semi-Gov't Entities . . . . . . .  423.4 - 

1 .  I'VTA-ACA Special Loans 349.4 
. . . . . . . . . . . .  2. DCP T,oans 74.0 

1). Cornme~.cial Ranknl . . . . . . . .  997.6 ..... 
1. 6% . . . . . . . . . . . . . . . . . . . .  4.3 
2. 7-3/4% . . . . . . . . . . . . . . . .  145.1. 
II.IO% . . . . . . . . . . . . . . . . . .  10.8 
,I. Special Asst. Loans . . . .  596.0 
5. Emergency Advances . . .  66.6 
6. Ovcrdraftc . . . . . . . . . . . .  1.75.Z 

E. Savings Banks . . . . . . . . . . . .  28.3 - -. - 
P. Rural Bank8 . . . . . . . . . . . . .  147.8 281.3 -- 

. . . . .  1. Regular Rediscoui~t 131.4 224.3 
2. I B R U . . . . . . . . . . . . . .  16.4 7.0 

111. GOVEIZNMENT N0TE:S ON 
TREASURY CERTIFICATE 

. . . . . . . . . . . . . . . . . .  ACCOI!NT 27.3 - 

. - 

1 Including loans without 2%> equalization charge. 





Table 2.4 - TOTAL CREDITS' GRANTED RY COMMERCIAL BANKS 
Classified by Industry, January-October, 1970 and 1971 

(Amount in Million Pesos) 
... ........ .... ..... ....... . . . . .  . . . . . . . .  ........ - -- 

' January-October lncrensc or Decrease (-) 
. Industry I- . .- 

1971~ 1 1970 i A~nuunt 1 Per Cent ........ ................ .. ..- . ......... ..- -- .. . - . 

GRAND TOTAL (Public and 
Private Sectors) . . . . . . .  

. . . .  TOTAT, PRIVATE SECTOR 
I .  Agriculture, Fisheries 

. . . . . . . . . . . .  and Forcstry 
2. Mining :~nd  Q u a r ~ ~ y i ~ i g  . . 

. . . . . . . . .  3. Ma~~ut'acturir~g 
4. Conshrudion . . . . . . . . . . . .  
5. Public Utility . . . . . . . . . .  
6. Servir:t?s . . . . . . - . . . . . . . . .  
7.  Trade . . . . . . . . . . . . . . . . . .  
8. Banks and other Financial 

Institutions . . . . . . . . . . . . . .  
9. Real Estate . . . . . . . . . . . . .  

10. Consumption . . . . . . . . . . . . .  

. . . . . .  TOTAL I'UHLIC SECTOR 272.1 851.8 -579.7 ~,--68.1 
--.... . - . . . . .  - - -. -. -- 

-- , . . ,.. , . .... , -, 

1 Consisting of loans, advances, discounts, overdrafts, tlomestic bills, customers' 
liability acceptances and export bills. 

TOTAL CREDITSGRANTED BY cK~~GCIAL BANKS 
Januory - October, 1970 8 1971 

1 .  .........+....... ... 

I . .  ....:. . .  ........................... 

( Billion Pssor) 
Chart  4 



3. Commercial Bank Structure and Resozsrces 

The establishment of 48 branches and agencies of commercial banks 
in 1971 brought the total number of commercial banking units in operation 
a t  the end of the year to 690 (40 head offices and 650 branches and 
agencies). 

Total resources of commercial banks rose by 81,987.9 million during 
the year to t16,054.0 million a t  year's end, of which 812,497.6 million 
represented earning assets. Both total resources and earning assets ad- 
vanced a t  a slightly slower pace than last year. Current liab,ilities, 
on the other hand, increased at  a much higher rate (18.3 per cent versus 
14.1 per cent in 1970) to reach F9,876.8 million a t  the end of 1971. The 
largest gains were posted by savings deposits, demand deposits and time 
deposits with f652.3 million, P457.0 million and P419.9 million, respec- 

. -. 

tively. 1 1 

Net worth of commercial banks increased by P199.2 million to P1,669,9 
million during the year, approximately at the same rate as last year (see 
Table 2.5). 

Table 2.Fi - ASSETS AND LIABILITIES O F  COMMERCIAL BANKS, 

December 31. 1969-1971 

(Million Pesos) 
. . . . . .  - -  - 

December 31, changes during 
I t e m  /197i-\--i9101, 1 9 6 8 1 ~ " 1 9 1 1  1 1970 

..... . ........... . -- 

TOTAL ASSETS 

Liquid Assets . . . . . . . . . . . . . . .  2,222.6 1,995.:: 1,706.0 227.3 289.3 
. .- . .- ... - - - -- 

Cash . . . . . . . . . . . . . . . . . . . . . . . . . .  351.2 296.1 224.2 56.2 70.9 
Checks and Other Cash Items . . 387.3 350.2 261.1 37.1 89.1 
Due from the Central Banli . . .  770.8 841.4 790.2 - -  70.6 51.2 
Due from other banks . . . . . . . .  713.2 !i08.6 430.5 201.6 78.1. 

earn in^ Assets . . . . . . . . . . . . . . . . . .  12,497.6 10,968.0 9,463.6 1,629.6 1,504.4 
.. .... - -- . . 

. . . . . . . .  Loans and Discount:: 8,406.4 6,422.2 5,662.3 1,984.2 859.9 
Overdrafts . . . . . . . . . . . . . . . . . . .  490.8 1,161.6 1,251.0 -670.8 -89.4 
CLA & Unmatured Export Bills 1,713.6 1,621.:) 1,009.3 91.7 612.6 
Investment in  Stocks, Bonds anti 

Other Securities . . . . . . . . . . . .  1,886.8 1,762.:: 1 4 1 . 0  124.5 121.3 

Other Assets . . . . . . . . . . . . . . . .  1,333.8 1,102.8 - - .- ...... 880.1 . . . . . . . .  231.0 .. ---. 2PP.7 - 
nanking House, Funnitui*c I ~ L  

Fixtures . . . . . . . . . . . . . . . . . . . .  346.3 305.6 264.1 40.7 41.5 
Other Real & Chattel Properties 265.6 216.0 188.1 40.6 26.9 

. . . . . . . . . .  Miscellaneous Assets 731.9 582.2 427.9 149.7 164.3 



Table 2.5 -- ASSETS AND LIABILITIES O F  COMMERCIAL BANKS (Concluded) 
December 31, 1969-1971 

(Million Pesos) 
... .- - .. -- . -, - . .  - -. . . .- .. - .. - - . -- . 

December 31, ) Changes d u r i n ~  
I t e m  

I--1971 1 iiir-mii' 1 - i ~ ~ i ~ ~ -  
7---. -- .- ,- . -- -- . 

'I'OTAL LIABILITIES & NET 
WORTH . . . . . . . . . . . . . . . .  16,064.0 14,066.1 32,049.7 1,987.9. ,-=.! ---.-- .. ..-. 

Current liabilities . . . . . . . . .  , . . . . .  - , 8 ? f l .  2,3!!12. -.'i,3!833_ 1,534,t ,>.,Og:F 
Demand Deposits . . . . . . . . . . . . . .  2,916.9 2,458.9 2,5722 457.0 86.7 
Savings Deposits . . . . . . . . . . . . . .  4,409.5 3,757.2 3,127.9 652.3 629.3 
Time Deposits . . . . . . . . . . . . . . . .  1,889.5 1,469.6 1,258.7 419.9 210.9 
Due to Banks . . . . . . . . . . . . . . . . .  490.9 511.6 437.2 - 20.6 74.3 
Cashiers' & Managers C:hecks . . 171.0 144.7 112.3 26.::: 32.4 

Other liabilities . . . . . . . . . . . . . . . . . .  4,507.3 4,253.5 3,447.2 253.8 $05.3 . .. - . .- . - - . .- - 
Dividends 1':iynble -" 

- - .."- - . . . . . . . . . . . .  
Dills Payable . . . . . . . . . . . . . . . . .  2,233.8 3,948.7 1,991.4 '785.1 -42.7 
Guarantee ric:courits . . . . . . . . . . .  1,010.1 801.7 555.0 208.4 246.7 
Miscellaneous Liabilities . . . . . . . .  1,263.4 1,503.1 i100.8 .-239.7 602.::: 

Net Worth . . . . . . . . . . . . . . . . . . . . .  1,669,9 -. 1,470.7 . - 1,294!2 . 109.9 17(i.5 - - . - - 
Capital Stock Paid-in . . . . . . . . .  948.4 8 6 7 3  733.8 80.5 1334.1 
Surplus . . . . . . . . . . . . . . . . . . . . . .  462.8 410.6 277.6 52.2 53.0 
Reserves . . . . . . . . . . . . . . . . . . . .  73.2 71.6 62.4 1.R 9.2 
Undivided 'Profits . . . . . . . . . . - - . .  93.6 42.2 62.9 51.4 -20.7 
Valuation Reserve . . . . . . . . . . .  91.1) 78.4 57.5 13.5 20.9 

.. . .  " . . - . " . - . ~ . . - - . - C . . " -  - 



4. Reserve Positiorl 

The reserve position of the commercial banking system which weak- 
ened in 1970 worsened in 1971. Available reserves dropped by P130.6 
million while required reserves rose by P205.6 million. Hence, the excess 
reserves of P122.7 million a t  the s tar t  of the year turned to a reserve 
deficiency of E 1 3 . 4  million as of the end of 1971. The first negative 
reserve position was noted in April (W2.0 million) followed by mounting 
consecutive monthly deficiencies throughout the second half of the year 
(starting from W.6 million in July to P213.4 million in December) due to 
the expansion of commercial bank credits and the imposition of the new 
reserve requirement against marginal deposits. Potential reRerves also 
[ell slightly by P1.6 million during the year. 

E. OTHER FINANCIAL INSTITUTIONS 

1. R ~ ~ r a l  Banks 

Fifty-three new rural banks were established in 1971 bringing the 
rural banking system at the end of the year to a total of 539 banking 
units (63 of which were authorized to accept demand deposits), regional- 
ly distributed as follows: 375 in Luzon, 1.00 in the Visayas and 64 in 
Mindanao. 

Resources of rural banks expanded during the first ten months of 
the year by f113.8 million to F768.8 million as of October 31, 1971 due 
largely to a net receipt o f  deposits (866.2 million), rise of net worth 
(f25.8 million) and increase of Central Rank loans outstanding to rural 
banks e9.4 million) not t o  mention Central Bank releaws to the Rural 
Bank TI-ust Fund and the  availment by 115 rural hanks of the facilities 
offered by the C*R-TRRD Farm Mechanization Program under its second 
credit line. 

As a result, the rural banking system was able to grant loans total- 
ling P560.5 million (mostly agricultural loans) during the first ten months 
of 1971, P83.5 million or 17.5 per cent more than the corresponding level 
in 1970. A total of 398,194 borrowers were serviced a t  an  average 
of P1,408 per head compared to the previous year's average of ?1,265 
(See Table 2.6). 





Table 4.7 - LOANS GRANTED BY THE DBP, CLASSIFIED BY PURPOSE 
1970 and 1971 

(Million Pesos) 
-. - -- .-"-- --.- 

Purpose 
Increase or Decrease (-) I lg71 

lg70 I Amount I Per Cent 

TOTAL ......+....,...................... . 67.7 116.7 -48.0 - , , -  -- -41.6 
Agricultural ................................... ..,... 36.6 39.2 - 2.6 - 6.6 
Industrial ...................... .,...- ............... 4.0 68.3 --64.3 -94.1 

......................................... Real Estate 20.6 7.8 12.8 164.1 
Government ..................................... ... 6.5 0.4 6.1 1,526.0 

Private development banks (numbering 31, or 2 more than last 
year), on the other hand, stepped up their lending operationa by 5.6 per 
cent to P48.8 million, mostly for productive purposes. 

Table 2.8 - LOANS GRANTED BY PRIVATE 
DEVELOPMENTS BANKS, CLASSIFIED l3Y PURPOSE 

1970 and 1971 

(Million Pesos) 

Increase or Decrease (-) 
Purpone 1 1911 1 19'70 lxi-T-r7ii~it- 

, - -. -. 

TOTAL ................................... 48.8 - 46.2 - 2.6 - 6.6 
Consumption ......................... .., ...... 4.9 2.9 2.0 69.0 
Cemmercial ......................................... - - - - 
Production ........................................ . 36.5 33.3 2.2 6.6 
Capital Investment ....................... 7.8 8.8 -1.0 - 11.4 
Transfer of Assets ...................... - 0.1 -0.1 -100.0 

.... Public Utility ........................... ., 0.6 1.1 -0.5 - 46.5 

Despite the slower pace of its lending activity, the DBP boosted its 
resources by P690.4 million or 19.0 per cent to a total of F3,697.3 million 
at the end of 1971. The resources of private development banks also 
increaaed by m3.1 million to F184.1 million a t  the end of the year due 
to the growth of deposit liabilities (114.2 million), net worth (P4.4 mil- 
lion), outstanding rediscounts with the DBP (F3.6 million) and capital 
assistance from the DBP (P0.3 million). 

3. Savings Ba(nks and Other Thrift Institutima 

Aggregate resources of the country's thrift institutions reached 
81,060.8p million, F164.7 million more than the 1970 year-end level. Of 
this amount, F866.5 million belonged to savings banks, F87.2 million 
to the Postal Savings Bank, 883.6 million t o  stock savings and loan as- 
sociations and E3.68 million to building and loan associations. 

In keeping with the size of their resources, saving8 banks recorded 
the biggest volume of loans granted at  W63.8 million, distributed to 

a Ar of the end of November, 19'71. 
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real estate (P158.4 million), consumption (F'104.3 million), production 
(Pl.0 million) and trade (PO.1 milion). 

Next in line were the stock savings and loan associations with an 
aggregate of P83.6 million in loans granted for agricultural (P18.7 mil- 
lion), commercial (P34.3 million), real estate (P16.9 million), consump- 
tion (P7.0 milliomn) and industrial (P3.8 million) purposes. 

Mutual building and loan t~ssociations granted only P12.9 million in 
' loans shared almost equally between real estate and consumption bor- 

rowers. 

The Postal Savings Bank did not grant any loan, its fund having 
been entrusted with the DBP. 

4. G o v e m w ~ e ~ l t  Nor)-Bank Financial Irwtitutiwns 

Total loans granted by government non-bank financial institutions 
during 1971 expanded by P175.4 million to F1,178.1 million. Institution- 
wise, the GSlS and the SSS generated the bulk of the credits with W48.3 
million and f3350.7 million, I-espectively, followed by ACA (P40.1 million) 
and NIIIC (P39.0 million). Classified by purpose, the largest portion of 
8561.3 million accrued to consumption, followed by real estate, P417.1 
million; agricultural, 140.1 million; industrial, R3 .3  million; public 
utility, P15.7 million; commercial, P0.6 million; and others, P120.0 million. 

5. Prizjatc Non-Bunk Fi)~alzcial I'nstitutior~s 

Bancom and the P1.ivirt.e Development Corporation of the Philippines 
granted lomans totalling P208.0 million and P168.3 million, respectively, fun- 
neled to the industrial sector, P44.8 million ; public utilities, P38.3 million; 
commerce, t257.7 million ; and agriculture, P35.5 million. 

I?. CAPITAL INVESTMENTS 

During 1971, a total of 12,588 new business organizations were reg- 
istered with the Securities and Exchange Commission and the Bureau 
of Commerce (997 more than in 1970) of which 8,990 were single prop- 
rietorships, 2,387 corporations and 1,211 partnerships. 

Capital paid-in by these firms aggregated f670.2 million (P232.2 mil- 
lion more than in 1970) contributed by Filipinos, P645.1 mililon; Chinese, 
P8.3 million; Americans, B0.8 million and others, P16.0 million. Classified 
by industry, paid-in capital was funneled to wholesale and retail trade, 
P206.9 million; manufacturing, P128.6 million; real estate, P103.6 million; 
community and business services, P46.8 million; recreation and persona! 
services, P42.4 million ; construction, 142.3 million ; transportation, storage 
and communication, e8.6 million ; banks and other financial institutions, 
P19.7 million ; forestry, fishing and livestock, P19.2 million ; nun-metallic 
mining and quarrying f 17.6 milion ; agriculture, P10.2 million ; metal 
mining, P3.O million ; insurance, f 1.3 million ; and electricity, gas and water 
services, Pl.1 million. 



111. FISCAL DEVELOPMENTS 

A. OVER-ALL REVIEW 

Fiscal performance in 1971 was characterized by the government's 
determined efforts to raise further the level of its revenues while a t  the 
same time endeavoring to contain spending. On the whole, operational 
transactions of the National Government (exclusive of financial transac- 
.ions) were a t  higher levels in 1971. While i t  succeeded in raising cash 
receipb by 21 per cent, activities related to the rehabilitation of typhoon- 
damaged public facilities as well as intensified infra-structure and social 
services spending resulted in a slightly faster pace in disbursements. 
A cash deficit was therefore reflected in the government's operational 
transactions, which while i t  constituted a reversal of the surplus in 1970, 
wm considerably lower than the sizeable deficit of 1969. Moreover, the 
cash deficit was more than adequately covered by net supplementary fi- 
nancing which was significant on two points: first, net financing 
was a t  a much lower level in 1971, and second, greater reliance on 
borrowing from non-banking sources via Treasury bills and other isaues 
signified the continued shift towards less destabilizing means of finan- 
cing government expenditures. 

Public borrowings, while a t  higher levels as of the end of 1971, did not 
rise unduly and noticeably had begun to veer towards longer-term ma- 
turities particularly as to those newly-approved in the case of external 
borrowings, and even in the case of internal issues. Further, stabiliza- 
tion measures of the Central Bank kept credits extended to the public 
sector a t  levels deemed manageable. 

H .  CASH OPERATIONS 

Despite -the National Government's diligent efforts to increase the 
level of revenue and husband its resources, cash operations (exclusive of 
financial transactions) resulted in a net deficit of El1 million in 1971. 
This was a reversal of last year's cash surplus of PI43 million, but would 
compare favorably with the I934 million deficit in 1969. 

On the whole, operational transactions were at higher levels in 1971. 
Cash receipts, totalling P5,869 million, exceeded l a ~ t  year's receipts by 21 
per cent, while disbursements, including interest payments rose by 27 
per cent to 85,960 million. The faster pace in the expansion of operating 
disbursements accounted for the National Government's operational defi- 
cit. 



Table 3.1 AGGREGATE CASH TRANSACTIONS 
O F  THE NATIONAL GOVERNMENT, 1970 and 1971 

(Million Pesos) 
",, 7.", ....... ,~ , ,.. .......... 

T t e m  
.- . .... , .- . .- 

A. OYERATIONAI, TRANSACTIONS 
1. Uisbursen~ents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Operating . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . .  . . . . . . . . . . . . . . . . . . . .  Interest Payments , 

2. Receipts . , " .  , , , . . . . . .  , . , . . . . . . . . . . . . . . . .  
. . . . . . .  . . . . . . . . . . . . . . . . . . . .  3. Surplus (Deficit) * 

E. FINANCIAL TRANSACTIONSI . . . . . . . . . . . . . . . . .  
3. Sinking Fund Payrrients . . . . . . . . . . . . . . . . . . . . .  
2. norrowi~lgs from CIlP . . . . . . . . . . . . . . . . . . . . . .  

Availment . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Hepaymer~t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

3. Treasury Bills . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Retlerxlption 
4. T r e a s u ~ y  Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Redemption . . . . . . . . . . . . . . . . . . . .  .. . . . . . . . . .  

InRI) anrl IMF l'rornissory Notes . . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Redemption 
6. Bonds2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
R s d e ~ x ~  ption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

7 .  AIY)B Promissory biotes . . . . . . . . . . . . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Redemption 
8. IUHD-Inti Demand Notes . . . . . . . . . . . . . . . . . . . .  

Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Redenlption . . . . . . . . . . . . . . . . . . . .  .. . . . . . . . . . .  

9. Illi F:xtrnsion Loarr . . . . . . . . . . . . . . . . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Hedem ptio~i . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

10. Export-lmport (ICAX) T!anl< Loan . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Hedernptior~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

11. Subscriplion to Al)t: . . . . . . . . . . . . . . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Redemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

12. I)BF-RF Loan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Retlemption 
13. RI' Certificate of Indebtedness . . . . . . . . . . . . . . . .  

lssue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Redemption 

14. US AID, PL480 (CCC) . . . . . . . . . . . . . . . . . . . . . . .  
Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Redempl;ion 
15. Others:$ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
RedemvLion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

C. I ~ C H E A S E  -(DECREASE) IN CASH BALANCE. . _.. 58L 385.9 - 
SOURCE O F  BASIC DATA: Bureau of the Treasury 

1 Refer to net  availrnent of additional resources: componenh need not check 
with corresponding items shown in the Internal Debt Statement o f  the Central 
Bank due to recording lags. 

2Consist of MWSS, PW & ED, NPC and NIA bonds. 
3 Amount includes expenditure6 for the redemption of T/bills (regular and 

GMIA series), Gold Assistance Trus t  Fund, and installment on U.P. loan from IBRD. 
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Transactions in the General Fund exhibited the most significant 
expansion, from the receipts side as well as disbursements-wise. Receipts 
increased by 11,104 million. An important new source of revenue in 1971 
was the stabilization or export tax which was levied starting the second 
half of 1970 on all exports exceeding $5 million. This tax alone groased 
P549 million for the government in 1971, almost twice the amount col- 
lected last year. Parenthetically, i t  might be noted that  despite fears as 
to the regressive effect of this tax on new exports, bananas rose none- 
theless to tenth position in the country's ten highest ranking exports, thus 
becoming subject to the tax. Two other products, Portland cement and 
petroleum pitch, became subject to the export tax. Intensified tax col- 
lection efforts as well as economic growth and high money incomes which 
considerably broadened the tax base, were the principal factors imparting 
buoyancy to government revenues during the year. 

Despite conscious efforts to exercise restraints in government ex- 
penditures, particularly for certain capital projects, operating disburse- 
ments increased by P1,239 million in 1971. The General Fund's disburse 
ments alone increased by almost P1,300 million, although decreases in the 
disbursements of other fund accounts partly offset this increase. Simi- 
larly, payments for interest expanded by 114 million (see Table 3.2). 

To support the heavier disbursements in 1971, the government re- 
sorted to public borrowings particularly during the second half of the 
year. Total public borrowings drawn against issues of long-term bonds, 
Treasury notes and particularly of Treasury bills were P774 million or 
40 per cent higher than those for the previous year. Offset against 
these financial inflows were payments on Treasury notes, Treaaury bills 
and notes payable falling due during the year as well as sinking fund 
repayments. Despite higher disbursements on financial transactions 
(Pa93 million or 53 per cent more than in 1970) supplementary finan- 
cing brought a net inflow of PI29 million in 1971. This was considerably 
less than the net supplementary inflows in 1970, although the amount 
adequately covered the P91 million deficit in operations and even con- 
tributed P38 million towards the building up of government cash balancee. 

As of December 31, 1971., the total cash balances of the government 
amounted to P881 million, 5 per cent higher than the balances as of 
end-1970, distributed as follows: National Treasury, F8 million; deposits 
with the Central Bank, P228 million; with PNB, P343 million; with DBP, 
P41 million; other banks, P265 million; and with Treasury field cashiers, 
an averdraft of P5 million. 



I t e m  
.- 

Table 3.2--CASH OPERATIONS OF THE NATIONAL GOVERNMENT BY FUND 
CY 1970 and 1971 

(Million Pesos) - -- -- - . . - -- -- - - - - - -- - - 

I T o t a l  General Fund I Special Fund Bond Fund ~ i d v c i a r ~  ~ v n d  Other Funds -- - I 
1 1911 1 1970 19'71 1 1970 1 1971 [ 1970 1 1971 1 1 9 ~  1971 1 19'70 1 1971 1 1 5 0  

- - -- - -- .- -- - - 

CURRENT TRANSACTIONS 
Operating Receipts . . . . . . . . . . . . . .  5,869.4 4.819.3 4,308.7 3,204.9 723.3 917.6 0.7 0.6 53.7 21.4 783.0 704.0 --.-.pp--------.-- - 
Disbursements . . . . . . . . . . . . . . . . . .  5,960.0 4,706.7 4,342.5 3.053.4 719.6' 658.2 90.0 96.5 38.1 58.5 769.8 840.1 

-. . - - ,- - - - - - .- - 
Operating . . . . . . . . . . . . . . . . . . .  5,738.6 4,499.6 4,190.5 2,891.0 651.0 619.0 89.9 91.7 38.1 58.5 769.1 839.4 
Interest Payments . . . . . . . . . . . . .  221.1 207.1 152.0 162.4 68.6 39.2 9.1 4.8 - - 0.7 0.7 

Surplus (Deficit) . . . . . . . . . . . . . .  ( 90.6) 142.6 t 33.8) 151.5 3.7 259.3 (89.3) ( 95.9) 15.6 ( 37.1) 13.52 (135.2) 
- - - . - - .. - .- - , -- - - - -. - -- - 

FINANCIAL TRANSACTIONS .... 2,582.8 1,688.8 2,534.0 1,681.6 48.3 6.5 - - - - - -- - - - - - -- - 
. . . . . . . . . .  Sinking Fund Payments 87.0 74.0 49.9 67.1 37.1 6.9 - - - - - - 

Treasury Notes . . . . . . . . . . . . . . . . . .  579.6 50.0 579.6 50.0 - - - - - - - - 
Treasury Bills . . . . . . . . . . . . . . . . . .  1,510.9 1,165.4 1,510.9 1,165.4 - - - - - - - 
Repayment of Notes Payable . . .  53.8 74.5 42.6 74.5 11.2 - - - - - - 
Repayment of Overdraft, Central 
Bank . . . . . . . . . . . . . . . . . . . . . . . . . .  361.0 324.9 351.0 324.9 - - - - - - - - 

PUBLTCEORROWINGS . . . . . . . . . .  2,711.0 1,932.1 2,618.1 1,831.:' - - - - - 92.9 100.4 - -- -- .- -- -- - - - - 
Treasury Notes . . . . . . . . . . . . . . . . . .  691.8 53.9 691.8 93.9 - - - - - - - - 
Treasury Bills . . . . . . . . . . . . . . . . . .  1,568.8 1,393.0 1,568.8 1,393.0 - - - - - - - - 
Long-term (Bonds) Borrowings . . 124.4 120.2 31.5 19.b - - - - 92.9 100.4 - 
Central Bank Overdraft Line . . . . . .  326.0 325.0 326.0 325.0 - - - - - - - - 

ADJUSTMENT ACCOUNT (IN- 
TER FEND TRANSFER) . . . . .  - - 111.9 - (111.9) - - - - - - - . - - -- . - - - - - - - - - - , 

NET CASH TRANSACTIONS . . . .  38.1 385.9 162.2 301.3 (156.5) 252.4 3.6 4.5 5 . 6  ( 3 . 1 )  13.2 (135.2) 
-p--ppp------ 

STATUS O F  CASH BALANCES 
Beginning January 1 ... . . . . . . . . .  N3.0 457.1 75.0 (226.3) 604.7 352.3 23.1 18.6 110.7 147.8 29.5 161.7 
Ending December 3 1  . . . . . . . . . . . .  881.1 843.0 237.2 -.- 75.0 448.2 604.7 26.7 23.1 126.3 110.7 42.7 29.5 ---- - - - ...... . . . . . . . . . .  Change in Status 38.1 385.9 1 6 2 . 2 3 0 1 . 3  (156.5) 252.4 3.6 4.5 15.6 ( 3 7 . 1 )  13.2 (135.2) 





Table 3.3 - INTERNAL PUBLIC DEBT 
December 31. 1970 and 1971 

iIn Million Pesos) 

. . . . . . . . . . . . . . . . . . . . . . . . .  TOTAL OUTSTANDING 6,313.1 

-. -- 

I. NATIONAL GOVERNMENT . . . . . . . . . . . . . . . . . . . . . . . . . .  . .2,96 - 1.8 

Additional Repay- 1 December 
I t e m  Borrowings ments 1 31, 1971 

Provisional loans and advances . . . . . . . . . . . . . . . . . . . . . . . . . . . .  325.0 
PW & ED Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,001.1 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Treasury Notes 1,307.9 
Borrowings from CBP to finance subscriptions to 

International Financial Organizations . . . . . . . . . . . . . . . . . . . .  110.4 
Negotiable Land Certificates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16.2 
ITT-Philippines (Bureau of Telecommunicstions) . . . . . . . . .  3.5 
National Public lmprovement Bonds . . . . . . . . . . . . . . . . . . . . . . .  2.5 
Certificates of Indebtedness . . . . . . . . . . . . . . . . . . . . .  .. . . . . . . .  15.0 
Socio-Economic Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50.0 
National Government Replacement Bonds . . . . . . . . . . . . . . . . . .  180.2 

Increase or 
kmase (-) 

1970 I 1971 

Loans to local Government Assumed by the 
National Government . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.9 

Treaaurg Bills . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  581.: 
Obligations to Pre-War Government Employees, 

Veterans and other Individuals arising 
from World War I1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  266.8 . - .. 

Obligations to Pre-War Government Employees . . . . . .  105.2 
Obligations to Veterans ~f World War I1 . . . . . . . . . . . .  M.3 
Pre-War obligations of the National Government . . . . .  9.6 
Certificate of Indebtedness lo Holders of 

Emergency Currency Pre-and-Post surrender issues 63.7 



Table 3.3 - INTERNAL PUBLIC DEBT (Concluded) 
December 31, 1970 and 1971 

(In Million Pesos) 
- - - - - - - -- 

i ' Increase or 
December ' Additional Repay- I December 1 Deemax (--) I t e m  31, 1970 I Borroa-ings 1 mentr 31, 1871 ;- I 1970 1 1971 

Land Bank Capital Bonds 5.0 - - 5.0 - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  A 

National Irrigations Administration Bonds . . . . . . . . . . . , . . .  96.0 33.7 - 129.7 34.0 33.7 
National Collateral Bonds - - - - 0.7 - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Metropolitan Water District Bonds - - - 1.0 - . . . . . . . . . . . . . . . . . . . . . .  

11. LOCAL GOVERNMENTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Provisional loans and advances . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Backpay obligations to Pre-War Government Employees . . 
Loans from GSIS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans from DBP - . . . . . . . . . . . . . . . . . . . . . .  po Manila Public Improvement Bonds 
Q, 
LI 111. GOVERNMENT CORPORATONS . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  NPC Bonds 
NAWASA Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Land Bsnlr Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
DBP Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
DBP Progress Bondb . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Backpay obligations to Pre-War Government Empioyees . . . .  
ACA (ACCFA) Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  YWD Bonds 
CBP loans to DBP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
CBP loans to PVTA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
ACCFA Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

IV. MONETARY INSTITUTIONS . . . . . . . . . . . . . . . . . . . . . . . . .  .. . . .  68.0 354.1 0.5 421.7 68.0 353.7 .-- 
68.0 354.1 0.5 421.7 68.0 353.7 



ranking the National Government aecond and next to monetary institu- 
tions with respect to the size of net contribution to the increase in public 
internal debt. This was due to the  fact that  large repayments served to 
offset the inflows in the accounts of the National Government, which 
was in marked contrast to the cme of the monetary institutions whose 
repayments were almost negligible. 

Local governments comprised only 2 per cent of total outstanding 
debt, and their transactions were likewise at minimal levels. Further, 
their repayments exceeding inflows, local governments actually served to 
reduce outstanding internal debt, although also a t  a minimal level. 

Government corporations contributed 19 per cent t o  the total increase 
in internal debt, their outstanding borrowings as of end-1971 comprising 
33 per cent of total outstanding debt. Borrowings of government corpo- 
rations during the period represented 16 per cent of total inflows while 
the group's repayments also comprised 16 per cent of the total. Most of 
the transactions of this group represented DBP bond issues and borrow- 
ings from the Central Bank. 

The Central Bank Certificate of Indebtedness ( the sole issue re- 
sponsible for the debt figure appearing under monetary institutions) 
was of singular importance as a source of supplementary financing in 
1971. As a proportion of total outstanding debt as of the end of the 
year, i t  had already grown lo 6 per cent as compared to I per cent in 
December 1970. Its net contribution to the total increase in outstanding 
debt was 60 per cent, making i t  the largest single source of the expansion 
of internal public debt in 1971. Inflows arising from issues of this new 
type of indebtedness amounted to P354 million or 10 per cent of total 
inflows in 1971, while repayments were almost negligible. Issues of 
CBCI were generally medium-term in nature, with repayments scheduled 
to s tar t  a t  around 1978. 

INTERNAL P U B L ~  DEBT 
December 31, 1970 & 1971 

( Billion P a m )  
Char t  7 



2. External Debt 

External borrowings of the public sector continued to increase in 
1971. Outstanding balances totalling $1,075 million as  of December 31, 
1971 reflected an  increase of $34 million or 3 per cent. By maturity, 
these balances were largely in the medium and long-term categories, re- 
flecting the effects of the debt restructuring achieved in the previous 
year and the  guidelines embodied in Central Bank Circular 315 of Decem- 
ber 1, 1970. 

In 1971, inflows arising from utilizations of newly approved borrow- 
ings and additional drawings on already existing lines amounted t o  $238 
million. Of this amount, 24 per cent or $56 million were drawings 
against lines approved in 1971 under Circular 316. Against the total 
additional borrowings, repayments amounted to only $204 million, thus 
resulting in the $34 million increase in outstanding balances. By type 
of borrower, the increase in outstanding balances was t.he result of a 
combination of increases in  the outstanding debts of the National Gov- 
ernment and government corporations, partly offset by decreases in out- 
standing borrowings of monetary institutions (the Central Bank and 
PNB). 

The National Government and monetary institutions were the major 
borrowers, the  former's year-end balance corresponding to 36 per cent 
of total outstanding external debt and the  latter's, to 44 per cent. 
Behind them followed government corporations (consisting of the Na- 
tional Power Corporation, Philippine Communications Satellite Corpora- 
tion, Metropolitan Waterworks System, National Housing corporation, 
Philippine National Railways, and the Development Bank of the Philip- 
pines) with a share of 20 per cent. Local government's debt was nearly 
negligible as i t  constituted only 1/10 of 1 per cent of total external debt. 
The corresponding shares of the various groups in 1971 were : monetary 
institutions, 51 per cent; National Government, 34 per cent; and govern- 
ment corporations, 16 per cent (see Table 3.4). 



W l e  3.4 - EXTERNAL PUBLlC DEBT 

l k e m b e r  31, 1970 and 1971 

(Thousand U.S. Dollars) 
- - - - - - - -..... - . -. - ..... -. . - - ..  -- - . - . - . - - - - - - - - . - . . - - - 

I Outstanding Avaiiments ;Repayments I Outstanding Net Increase 
I t e m  

1 ~ e e .  31, 1970 1 in 1971 in 1971 / ~ e e .  31, 1971 1 or (Decrease) 
- - - - - -. - -. . - - --- .- - - 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  TOTAL OUTSTANDING 1,041,246 237,803 203,636 1.075.Al5 ? j  1$7 
I - ' - .---- . 

NATIONAL GOITEmMENT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  249,730 52,662 17,976 384,416 31,686 -- - 
6 - 1 / 2 5  External Bond Issue (RP)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,400 - 1300 10,200 ( 1,200) 

. . . . . . . . . . . . . . . . . . . . . . .  5-3/4% U.S. Export-Import Bank, LX10223 8,296 6 983 7,318 977) 
. . . . . . . . . . . . . . . . . . . . . . . .  5-3/45 U.S. Export-Import Bank, L#1440 2,511 - 194 2,317 ( 194) 

6% U.S. Export-Import Bank, L#2545 . . . . . . . . . . . . . . . . . . . . . . . .  3,291 260 - 3,551 260 
. . . . . . . . . . . . . . . . . . . . . . . . .  5-3/45; U.S. Export-Import Bank, IISMI 60,223 - 2,316 57,907 ( 2,316) 

3-1 /2C U.S. Agency for Inteinational Development, L#492-A-005 1,535 - 754 781 ( 7 5 4 )  
:i-1/2% U.S. Agency for International Development, L#192-H-023 398 170 - 568 17U 
3-1/2% U.S. Agency f o r  International Development, L#492-8-024 4,30g; 212 - 4,519 212 
4 5  U.S. Government, NEC PL 480, Title IV. 196.7-69 Del. . . . . . .  18,733 - 1,258 17,475 i 1,268) 
3-1/24;'r Title I (Sales of Agricultural Commodities ) ,  PiEC . . . . . . . . .  7,000 - 161 6,839 ( 161) 

. . . . . . . . . . . . . . . . . . . . . . .  5-3!4% Morgan Trust Co. (Bu. of Teletom) 1,701 284 851 1,134 i 567) 
6-3/47:: Morgan Guaranty Trust Co. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,879 - 564 1,315 I 564) 
6 - 1 / 2 5  Various U.S. Suppliers (Private) . . . . . . . . . . . . . . . . . . . . . . .  21,810 - 3,683 18,127 ( 3,683) 
6-1/45: Toyo Menka Keisha Ltd. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,344 - 1,621 7,723 (. 2,621) 
6 5, Security Pacific Bank of L.A. . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,393 439 458 1,374 ( 19) 
6-1 i2<i. Marubeni-lida, America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  452 - 101 351 ( 101) 
6-li25 Raytheon Co., U.S.A. . . . . . . . . . . . . . . . . . . . . . .  , . . . .  ........ 1,275 - - 1,275 -- 

5-3/47;: International Bank for Reconstruction a11d 
Development L#290PH . . . . . . . . . . . . . . . . . . . . . . . . . .  , , . , , 4,468 - 453 4,015 ( 453) 

5 - 1 / 2 5  International Bank for Reconstructiol~ and 
ne~eiopment,  (L7.P.) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,143 333 - 5,476 333 



Table 3.4 - EXTERNAL PUBLIC DEBT ( C o ~ l t ~ n t ~ e d )  
December 31. 1970 and 19'71 

(Thousand U.S. Dollars) 

1 Outstanding Availments Repayments ! Outstanding Net Increase 
I t e m  !Dee. 31. 1970 1 in 1971 1 in 1971 I ~ e e  . 31. 1971 1 or  (Decrease) 

7 '7c International Bank for Reconstruction and 
Development. (NIA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  3- l i2% Asian Development Bank. L#19PHI 
'7-1/2% Asian Development Bank. L#GIPHI . . . . . . . . . . . . . . . . . . . . .  
.7 -1/4% International Bank for Reconstruction and 

Development, L#731 PR . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
7-1 j20/'G Rice Loan from the Royal Government of 

. . . . . . . . . . . . . . . . . . . . . . . . .  Thailand. May & June. 1971 
7-1/2% Rice Loan from the Royal Government of 

Thailand. August. 1971 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
7-1/2% Rice Loan from the Republic of China. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  May. 1971 
7-1/4% International Bank for  Reconstruction and 

Development. L#720PH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
3/4% U.S. Export-Import Bank. ICAX-92-1 . . . . . . . . . . . . . . . . . . . .  
3/4% U.S. Export-Import Bank. ICAX-92-2 . . . . . . . . . . . . . . . . . . . .  
3/4% U S  Export-Import Bank. ICAX-92-3 . . . . . . . . . . . . . . . . . . .  
3/4 76 U.S. Agency for International Development. 

NEC492-G-013. PI480 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
3/4% . U.S . Agency for International Development. 

NEC492-G-014. PI480 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
4-1/4 r/. U.S. Agency for  International Development. 

NEC492-G-022. PI480 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
5-3/4% Standard Electrick Lorenz . . . . . . . . . . . . . . . . . . .  .. . . . . . . . .  
5-3/47~ Bell Telephone Go . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
5-3/4% Standard Telephone & Cable Pty . . . . . . . . . . . . . . . . . . . . . . . .  
5-1/8% Export-lmport Bank of Japan . . . . . . . . . . . . . . . . . . . . . . . . .  
6 70 Bank of Netherlands . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  



Table 3.4 - EXTERNAL PUBLIC DEBT (Continuad) 
December 31, 1970 and 1971 

(Thousand U.S. Dollars) 
- - - - - - - - - -. -. - . - -. . - . -- - -. 

Outstanding I Availments Rppapnents I Outstanding 1 Ret Increase I t e m  Dm. 31, 1910 I in 1971 1 i n  1971 / ~ e e .  31, 1971 i or (Decrease) 
- - - - . -. . - . - - - - - - 

3% Belgian Loan, R P  (CAA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 1 ,ooo - 1,000 1,000 

Non-interest Bearing - IBRD Subscriptions . . . . . . . . . . . .  1,557 8,236 9,793 8,236 
Non-interest Bearing - I M  F Subscriptions 12431 - - 124,281 . . . . . . . . . . . . .  - 

Non-interest Bearing - IDA . . . . . . . . . . . . . . . . . . . . . . . . . .  2,070 3,797 - 5,867 3,797 

Non-interest Bearing - ADB . . . . . . . . . . . . . . . . . . . . . . . . . .  6,250 1,440 4,810 ( 1,440) 

LOCAL GOVERNMENTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
- - -- 1,223 

10% Sumitorno Shoji Kaisha, Ltd.-Prov. of Leyte . . . . . . . . . . . . . . .  53 
loc% Ford Motor Co. - Prov. of Cebu . . . . . . . . . . . . . . . . . . . . . . . . .  365 

n 10% Lorrain Int'l. Division Koehring Overseas - Prov. of Cebu 65 

z . . . . . . . . . . . . . . . . . . . . . . . . .  10 YO 'Baldwin Lima, Province of Cebu 264 
u lo%, General Motors Overseas - Prov, of Cebu . . . . . . . . . . . . . . . .  414 

10 % Continental Ore Corp. - Cebu City . . . . . . . . . . . . . . . . . . . . . . .  22 
10% Continental Ore Corp. - Gebu City . . . . . . . . . . . . . . . . . . . . . . .  40 

GOVERNMENT CORPORATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  164,111 71,771 23,476 212,406 48,295 
Kational Power Corporations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  59,113 3,791 3,601 -- 69,303 - -- 190 

4% U.S. Export-Import Bank, Bmbuklao Project . . . . . . . . . . . . . . . .  4,554 - 1,016 3,538 (1,016j 
6 %, International Bank for Reconstruction Br Devel- 

opment, L i l a 3  PH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,374 - 773 ll,60l ( 773) 
5-3/45, International Bank for Reconstruction & 

Development, L#297 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,963 - 1,104 26,849 ( 1,104) 
5-li2G International Bank for Reconstruction & 

Development, L#225 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,448 - 188 2,260 ( 188) 

65 .  International Bank for  Reconsti-uction & 
Development, L#491 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,784 3,791 200 11,355 3,571 

6% Morgan Int'l. Finance Corp. (ESSO) . . . . . . . . . . . . . . . . . . . . . .  4,000 - 300 3,700 ( 300) 



Table 3.4 - EXTERNAL PUBLIC DEBT ( C o n t i n w d )  
December 31, 1970 and 1971 

('Thousand U.S. Dollars) 
PA---- 

- -- - -- 

~ u t s t a n d i n ~  i Availments IRepayments; Outstanding Net Increase 
I t e m  1 Dee. 31. 1970 . in 1971 1 in 1971 D W .  31, 1971 1 or (Deerease) 

Philippines Communication Satellite Corp. 
6% U.S. Export-Import Bank . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Metropolitan Waterworks System 
5% International Bank for Reconstruction and 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Development 

National Housing Corporation 
. . . . . . . . . . . . . . . . . . . . . . . . . . .  6-3/470 Hildrebran thru Vereinsbank 

Philippine National Railways . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

m 6% C. Itoh & Co., New Tork 
w . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
KI 6% Mitsui & Co., Ltd. 
Y 6% General Electric Co. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

6 70 Mitsui & Co. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
6% C. Itoh & Co. Thru hlarubeni-Iida Ltd. . . . . . . . . . . . . . . . . . .  
6% C. Itoh L Co., Japan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
6 5'0 Mitsui 8t Co., Japan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
6% Alsthom of Franc? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Development Bank of the Philippines 
6 70 . . . . . . . . . . . . . . . . . . . . . . . .  Various US Commercial Banks 
7-1/2% Various US Commercial Banks . . . . . . . . . . . . . . . . . . . . . . . . .  
5-3/4% Kredistanstalt Fur Wiederraufbeau . . . . . . . . . . . . . . . . . . . . .  
4-1/2% U.S. Agency for International Development . . . . . . . . . . . . .  
8% General Telephone & Electronics Int'l. . . . . . . . . . . . . . . . . . . . .  
3-1/2% U.S. Agency for International Developments 

(Moresco) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
3-1/27~ V.S. Agency for International Development 

Manapla-Victorias Elect. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  



Table 3.4 - EXTERNAL PUBLIC DEBT (Continued) 
December 31, 1970 and 1971 

. - - . - - - - - - . - - . - - - - - - - - - - - - - - 
(Thousand U.S. Dollars ) 

.- - - - - - - - 

! Outstanding Availments Repayments [ Outstanding i Net Increase I t e m  Dee. 31, 1970 1 in 1971 in 1971 ,Dee. 31, 1911 1 or (Decrease) 
- - - - - - - - - - - - - - - - ... - --- - -- -- - -- 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6% U.S. Export-Import Bank - 2,368 94 2,274 2,274 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  8% Singer Sewing Machine: USA 1,333 - 666 667 666) 
9-3/4:4, Deutsche Bank 3,142 - - 3.142 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

9-3!47& Bsnque de Paris et  des Pays-Pas 1,600 - - 1,600 - . . . . . . . . . . . . . . . . . . . . . . .  
10-1/2% Dresdner Bank (GMTFM) 1,913 - - 1.913 - . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
11-1/2% Vereinsbank (GMTFM) 427 933 - 1,360 933 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
'74% Commodity Credit Corporation . . . . . . . . . . . . . . . . . . . . . . . . . .  29,866 31,692 8,795 52,663 22,1',9'i 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11% American Express Bank 331 719 3 1,047 716 
12 O/C Skandinaviska Bankem . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  546 - 546 - - 

12% Union Bank of Switzerland . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 156 156 - - 

6-3/87~ Canadian Wheat Board - 14,592 - 14,592 14,592 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
n . . . . . . . . . . . .  w 3% U.S. Commodity Credit Corporation, PL 480 - 10,272 - 10,272 10,272 
0 u 4-1/2% Banque de Paris et  des Pays-Bas . . . . . . . . . . . . . . . . . . . . . . .  141 - 141 - ( 141) 

MONETARY INSTITUTIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  526,184 113,347 161,763 477,768 (48,416) 
Central Bank of the Philippines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  457,840 70,002 117,656 - -- 410,186 (4'7,654 j 

6-li2% International Bank for R?construction 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  & Development, M432 3,928 1 232 3,697 ( 231) 

6 -1 /25  International Bank for Reconstruction 
& Development, M 0 7  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  441 1,127 6 1,563 1,122 

Refunding and Consolidatio:; Loan 
Agreement, Oct. 8, 1970 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  136,260 - 10,000 

- 126,260 (10.000) 
Veterana Repayment Loan, October 8, 1970 . . . . . . . . . . . .  64,400 - 64,400 - 

. . . . . . . . . . . . . . . . . .  IMF Drawings - Non-interest Bearing 107,500 35,000 14,OOb 128,500 21,000 
Special Drawing Rights-Foreign Exchange 

Liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,48b 10,685 - 35,065 16,585 
Loans Paq-able . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  40,000 - 40,000 - (40,000) 
Amsterdam-Rotterdam ( L i p  Spl. 

Advances Acct.) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,727 - 692 1,035 ( 692) 



Table 3.4 - EXTERNAL PUBLIC DEBT (Concluded) 
December 31. 1970 and 1971 

(Thousand U.S. Dollars) 
- - -. -. . - - - - - -. . - - . . - - - - - - . . - ... - -..... - I Outstanding rivailrnents 'Repayments Outstanding i Net Increase 

I t e m  
I Dee. 31, 1970 1 in 1971 1 in 1971 1 Dee. 91, 1971 / or (Decrease) 

- - - - - - - - - - . .- - - 

Consortium of Japaneae Banks (L /P  Spl. 
Advances Acct.) 50,000 15,000 16,000 20,000 (30,000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Non-Consortium: Union Bank of Switzerland, 
Sw. Frs. 40.OM 12,W'~ 2 3 9  5,867 9,244 ( 3 , 5 7 8 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Non-Consortium: Union Bank of Switzerland, 
Sw. Frs. 25.OM 5,783 - - 5,783 - .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Non-Consortium: Union Bank of Switzerland, 
Sw. Frs. 15.OM 3,499 - - 3,499 - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Non-Consortium: Chartered Bank, London 6,500 930 5,570 ( 930) . . . . . . . . . . . . . . . .  
Non-Consortium : Hongkong and Shanghai 

Banking Corporation, London 6,500 - 930 5,570 ( 930) . . . . . . . . . . . . . . . . . . . . . . . . .  

Philippine National Bank . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 68,344 43,345 44,107 67,582 ( ,762 I 

5-1/2% Special $ - P Swap - Sugar Financing . . . . . . . . . . . . . . . .  35,281 30,005 38,286 27,000 ( 8,281) 
5-1/2% International Bank for Reconstruction and 

Development, L#331PH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,803 1 2,468 6,336 i 2,467) 
6-1/2% International Bank for Reconstruction and 

Development, M630PH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,316 9,882 301 11,897 9,581 
5 70 International Bank fnr Beconstruction and 

Development, L#46'7PH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,566 2,673 2,990 20,149 ( 417) 
6-7/8% Asian Development Bank, LdPBl . . . . . . . . . . . . . . . . . . . . . . .  1,378 844 62 2,200 822 





D. TREASURY BILL MARKET 

Treasury bills continued to assume an important role in the govern- 
ment's financing program during the year. Total outstanding issues as  
of the end of 1971 amounted to P623 million, P42 million higher than the 
level a year ago. Of this amount, P570 million were outstanding amounts 
of the regular Treasury bill series, P4 million Gold Mining Industry 
Assistance (GMIA) series, and 150 million pertained to Tax Anticipa- 
tion Bills. 

Ilespite lower average annual yields on Treasury bills, Treavury bill 
awards in 3971, totalling P1,419 million, were 20 per cent higher than in 
the previous year. Treasury bill issues of the 91.day, 147-day and 182-day 
aeries were highest volume-wise, with monthly awards amounting to P20-25 
million each. Treasury bills floated on these terms amounted la F260 
million each for the whole year. 91-day bills awarded were 6 per cent high- 
er this year; 147-day bills, 57 per cent higher; however, 182-day bills 
were 12 per cent lower. Average annual yields for these issues were 
11.948 per cent, 12.304 per cent, and 12.810 per cent, respectively. Cloeo 
behind were the 49-day and 63 day bills with monthly awarda of between 
PI6 and fP20 million. Treasury bills floated on these terms totalled E208 
million each for the whole year. Increases between 1970 and 1971 for the 49- 
day bills and 63-day bills reached 28 per cent and 29 per cent, respectively. 
Interest yields on these terms averaged 10.943 per cent and 11.567 per 
cent, respectively. The largest increase posted however pertained to  273- 
day bills, which increased by mare than 2/3 of the total awarded for 
1970, and amounted to PI54 million in 1971. Average annual yield 
for this term was 12.810 per cent. 364-day bills also rose by 13 per cent 
and amounted t~ B69 million in 1971, the average yield being 12.837 per 
cent. 

The auction of Treasury bills in 1971 did not change markedly 
from the patterns of previous years. Dealers still got the bulk of 
the awards - 51 per cent, or K'27 million out of the total auction 
of P1,419 million although this was lower, proportion-wise, than the 
67 per cent the dealers got in 1970. This was matched by a slight in- 
crease in the share of commercial banks which got 24 per cent or I947 
million. The rest went to rural banks, insurance companies, private 
corporations and all others including individual awardees. 

Special issues of Treasury bills (as distinguished from the regular 
Treuury bills) amounted to F63 million, the bulk of which were 364-day 
bills. These bills were not eligible for trading in the secondary market. 

Tax Anticipation Kills issued in 1971 consisted of 161-day and 191- 
day bills and amounted to P30 million and 150 million, respectively. Out- 
standing amounts as of the end of 1971 however referred only to 161- 
day bille and totalled PSO million. 



With respect to  the GMIA series, total authorized flotations in 1971 
amounted B6 million, although only about P4 million were sold during 
the yew. These were 360-day bills and remained outstanding a t  the end of 
19711. 

. '1'13ANSACTIONS 1N GOVERNMENT SECURITIES 

I n  1971, total transactions in government securities reached 88,762 
million, having increased by 42 per cent over the level of transactions in 
1.970. Well in excess over the 4 per cent increase during the 1970/1969 
period, this increase was however lower than the record growth of 76 
per cent during the 1969 over 1968 period. Of these transactions, those 
traded for the National Government comprised 55 per cent, while those 
for  the Central Bank, 45 pel- cent. 

Central Bank sales of original issues for the National Government 
amounted to P2,709 million representing 62 per cent of total Central 
Bank sales, while rcdernptions of i ts  outstanding issues amounted to 
82,109 rnilli~~xi or 56 per cent of total Central Bank purchases. Central 
Bank open-market repurchases in 1971 being exactly equal to i ts  sales 
of non-original issues of government securities, the net increase this year 
of' 8600 million (1.5 per cent over last year) was entirely the result of 
the difference between Central Bank sales of original issues and redemp- 
tions of matwing securities. 

C:ontinuing the pattern set in the previous year wherein the greater 
part of the increase in government security holdings was absorbed by 
non-Central Bank holdera, in 1971 this group accounted for P450 million 
or 75 per cent of the increase and only PI50 million or 25 per cent was 
underwritten by Central Bank resources. Investors registering increases 
in their holdings were banking institutions which increased holdings 
by P313 willion; the IIBP, by P1 million; SSS, by P7 million; private 
insurance companies, by t43 million; local and semi-government entities, 
by P4 milliorl; other private entities and individuals, by P73 million; and 
undistributed bills and bonds which rose by P52 million. The only in- 
stitutions which registered decreases in their investments in government 
secur~tieu were the PNH which reflected a decline of P33 million, and 
the CSIS which reduced its security holdings by P11 million. The value 
of securities held by non-Central Rank holders as of December 31, 1971 
amounted to F2,103 million. 

Through open market operations and interfund transfers, government 
securities held by the Central Rank as  of end-1971 reflected a 6 per cent 
increase over its holdirigs in the previous year and stood at R,474 million. 
Reflecting the new pattern where investors outside the Central Bank have 
begun to :tcc(jullt for a g ~ ~ e a t e r  portion of transactions in government 
securities, holdings of' the Ckntral Rank as  of December 31, 1971 ac- 
counted for 54 per cent of the total holdings this year, already lower 



than the proportion (58 per cent) it had held last year. The P150 million 
increase in the Central Bank's security holdings in 1971 was accounted for 
by :in increase of I399 million in the bond sinking fund, a P42 million in- 
crease in the Central Rank portfolio, and a P9 million increase in the 
S~:curities Stabilization Fund (see Tables 3.5 and 3.6). 

Table 3.5 - TRANSACTIONS I N  GOVERNMENT SECURITIISS 

1 9 7 1  

( ~ i l l p n  Pesos) 
., -. -- .. . - 

~ a t ' l  . .  ~ o v e r n r n e n c -  .......... Central Bank 
........ I t e m  ~-.. - 

1 Sales I Purchaaea Sales I Purchases _ . .  . -  .. - . . - -. . .- 

ALL TRANSACTIONS . . . . . . . - - .  2,708.8 J 

. . . . . . . . . . . . . . . . .  KON-CENTRAL BANI;. 2,610.:1 
Banks Other Than Central Bank . . - --. 9913.8 

. . . . . . . .  Philippine National Bank 569.8 
. . . . . . . . . . . . . . . . . . .  Other Ranks 344.0 

Financial Institutions . . . . . . . . . . . . - - .  ..... 9.4 
. . . . . . . . . . . . . . .  Intrurance Companies j6.2 

G.S.I.S. . . . . . . . . . . . . . . . . . . . . . . . .  1.6 
S.S.S. . . . . . . . . . . . . . . . . . . . . . . . . . .  1.6 

. . . . . . . . . . . . . . . . . . . . . . . .  Private 43.0 
11.2 Local & Scrni-(;ove~nme~il; T;ntilic-!:: , . 

Other Private Entities and 
Individuals . . . . . . . . . . . . . . . . . . . . . . .  75.0 . , . . 

. . . . . . . . . . . . . . . . . . . . . .  1Jndistrihuted - .  1,574.7 

. . . . . . . . . . . . . . . . . . . . .  CENTItAL RANI< - 98.5 

Central Bank Portfolio . . - . . . . . - . .  - ..... 

. . . . . . . . . . . . . . . . .  Uond Sinking Fund , .- 98.5 
. . . . . . . .  Securities Stabilization F u n d  -. - -- 

Industrial Guarantee and Jman I*'uncl. . - .... 
. . . . . . . . . . . .  NATIONAI, C;OVKRNMENT - ... 

A . . ---. - - 



Table 3.6 --CENTRAL BANK TRANSACTIONS IN GOVERNMENT SECURITIES 

1 9 7 1  

(Million Pesos) 
. - . - -. . - - - - - - - - - -. - -. - - - - . - - - - . - - -. 

Centr~l Bank Sales I Central Bank Purchases [ Value of Increase 
I Nan- ' 

I t e m  Securities or 
i 

, Held on Original 'Original / Total Total Held on [Decrease 
1 J a n  7 1  , Issues ) Issues 1 Dec. 31, '71' I-) 

- - -. - - - - - -- - - 

-7 P. -- =--- 

1 
. . . . . . . . . . . . . . . . . . . . . .  T 0 T A L 3,977.2 2,708.8, J96.1 4,394.9 2,108.9 - 1,686.1 . - - -  _ 3,795.0 4,577.1 599.9 

I. Outside of the Central Bank 1*653-0 2,610.8 ....... 551.9 5,182.2 1,635.6 1,096.8 2,732.4 - 2,102.8 449.8 
869.3 913.8 550.1 1,463.9 111.0 1,072.5 1,183.5 1 4 9 . 7  . 280.4 . . . . .  A. Bank other than the Central Bank - __ 

1. Philippine National Bank . . . . . . . .  196.8 569.8 1.9 571.7 35.7 568.6 604.3 164.2 -32.6 
0 . . . . . . . . . . . . . . . . . . . .  W 2. Other Banks 672.5 344.0 548.2 892.2 75.3 503.9 579.2 985.5 313.0 
fP 
U C. Financial Institutions . . . . . . . . . . . . . . .  4.6 0.4 1.2 1.6 0.4 - 0.4 5.8 1.2 . _ . .__ - _ _ _ .  .- , _ _ _  

I. Development Cank of the 
Ph jlippines . . . . . . . . . . . . . . . . . . . . . .  4.6 0.4 1.2 1.6 0.4 - 0.4 5.8 1.2 

144.3 46.2 . . . . . . . . . . . . . . .  - 0 

G .  Insurance Companies D..I ___ 61.5 0.1 12.2 _- 12.3 - - 183.6 39.2 
, ___q 

1. G . S . 1 . S  . . . . . . . . . . . . . . . . . . . . . . . .  29.6 1.6 - 1.6 - 12.1 12.1 19.1 -10.5 

2. S. S. S. . . . . . . . . . . . . . . . . . . . . . . . . .  105.2 1.6 5.3 6.9 0.1 - 0.1 112.0 6.8 

3. Private . . . . . . . . . . . . . . . . . . . . . . . . .  9.5 43.0 - 43.0 - 0.1 0.1 52.4 42.9 

D. Local $ Semi-Gov't Entities 1.7 0.2 3 -9 3.1 0.3 0.5 5.5 3.8 - . . . . . . . .  _- 
51.0 $5.0 2.4 77.4 1.2 3.1 4.3 124.1 '73.1 E. Other Private Entities & Individuals. . - _____- - 

582.1 1,374.7 9.0 1,583.6 1,522.6 9.0 1,631.6 634.2 52.1 F. Undistributed (T-Bills $ Bearer Eonds) - -- 



T.ble 3.6 - CENTRAL BANK TRANSACTIONS IN GOVERNMENT SECURITIES ( C ~ c l d d )  

1 9 7 1  

(Million Pesoa) 

11. Central Bank Open Market Operations 
and Interfund Transfers . . . . . . . . . . . . .  2,324.2 98.5 1,114.2 1,212.2 473.3 589.3 1,062.6 2,474.3 150.1 - - .- - -- -. - - 
1. Open Market Operations ......... - 98.5 1,091.3 1,1698 473.3 566.4 1,039.7 - - - 2. Interfund Transfers . . . . . . . . . . . . .  - - 22.9 22.9 - 22.9 22.9 - - B 

I t e m  

U A. Central Bank Portfolio . . . . . . . . . . . . . .  1,772.9 - 
-- 

1,08i.7 1,081.7 ---  459.5 - 580.3 1,039.8 1,814.8 41.9 - .- -. - 
1. Open Market 'operations . . . . . . . . .  - - 1,072.7 1,072.7 459.5 566.4 1,025.9 - - 
2. Interfund Transfers . . . . . . . . . . . . .  - - 9.0 9.0 - 13.9 13.9 - - 

Central Bank Sales I Central Bank Purchases I Value of Increase 
Non- ecurities or 

Total e m -  1 e r n -  1 Total on Decrease 
I tion I tion I Dec. 31, '71 1 (-) 

B. Bond Sinking Fund . . . . . . . . . . . . . . . . .  - 
1. Open Market Operations . . . . . . . . .  
2. Interf und Transfers . . . . . . . . . . . . .  

C. Securities Stabilization Fund . . . . . . . .  - 
1. Open Market Operations . . . . . . . . .  
2. Interfund Transfers . . . . . . . . . . . . .  

D. Industriai Guarantee & Loan . . . . . . . .  - 
1. Open Market Operations . . . . . . . . .  
2. lnterfund Transfers . . . . . . . . . . . . .  



b'. FISCAL OPERATIONS, FY 1970-1971 

The full effects of the stabilization measures adopted in early 19'70 
were felt during the fiscal year, July 1970 to June 1971, so that govern- 
ment operations ended with a considerably reduced deficit of 8184 mil- 
lion. At this level, the deficit was trimmed down by 82 per cent from 
the  sizable deficit incurred during FY 1969-1970, and was also 73 per cent 
smaller than the deficit incurred during Fk' 1968-1969. 

Government lmevenues arising f t+on~ taxes and other sources rose t o  
P4,297 million, reflecting a 38 per cent increase over resources during 
the preceding fiscal year. A sizable proportion of this increase was the 
result of intensified tax collection cfl'orts as well as new tax measures, 
the most important of which was the Stabilization Tax whose collections 
alorie between July 1970 and June 1071 amounted to B577 million. The 
increase in tax revenues during F Y  1970-1971 amounted to P1,104 mil- 
lion, a 41 per cent gain over tax  collections during F Y  1969-1970. Income 
taxes and license and business taxes respectively accounted for W97 
million or 27 per cent and PI75 million or 16 per cent of the growth in 
tax revenues. Excise taxes accounted for :1n additional 880 million 01, 7 
per cent of the increase while import duties accounted for f249 million 01. 

23 per cent. Other taxes accounted for the remaining 27 per cent of 
the increase in tax revenues during F Y  1970-1971. Revenues from non- 
lax sources likewise increased by f83 million. 

Efforts  to contain governmeilt spending during F Y  1970-1971 were 
not without success. Government expenditures increased by only P373 
million or 9 per cent. This increase was accounted for solely by National 
Goverriment expenditures on goods and services as well as transfer pay- 
ments by the National Government. Current expenditures, including 
expenditures for developmental services, accounted for all of the iricreave 
in expenditures for goods and services during the last fiscal year, as 
expenditures for capital formation suffered a cutback. Transfer pay- 
lnents were likewise a t  higher levels, with increases noted in currexlt and 
capital transfers as well as for debt interest and direct lending. Sub- 
sidies experienced a cutback. The increase in the experiditures of the 
National Government was slightly offset by :L slowing down in the ac- 
quisition of government corporate securities during the fiscal year end- 
ing ,June 30, 1971 (see Table 3.7). 



'I'abltb :;.7 - ItESOUKCES AND EXPENDITURES O F  THK 
NATIONAI, GOVERNMENT 

Fiscal Years 1969-1971 

(Millin Pesos) 

I t e m  
-. --- 

I 
- ......... 

. . . . . . . . . . . . . . .  l\. National Govtlrnl~le~~l- 
. . . . .  Acquisition of Goods tk Services 

. . . . . . . . . . . . .  Current Expendi tul-es 
13evelopmenlal Sc~*vicns . . . . . . . . . .  
Gross Canital Fo~ . rna t i o~~  . . . . . . . . . .  

Transfers . . . . . . . . . . . . . . . . . . . . . . . . . .  71.5.7 .. 

Current . . . . . . . . . . . . . . . . . . . . . . . . . .  113.2 
Capital . . . . . . . . . . . . . . . . . . . . . . . . . .  18%.!) 
Subsidies . . . . . . . . . . . . . . . . . . . . . . .  1'70.0 
Debt Interest . . . . . . . . . . . . . . . . . . . .  103.5 
Direct Lending . . . . . . . . . . . . . . . . . .  J.l(J.1 

1:. Government CJorporalr Securities . . . .  . . . . . . . . .  (i7.t; 

. . . . .  l'ower Projects (NPC Bonds) 7.3 
Waterworks (N'ZWAS.4 Bontls) . . .  59.1 
Landed Estates (NLC) . . . . . . . . . . .  - 

Land Reform (Lalld .Dank Eoncis) . . c 

I r r i ~ a t l o n  l'rojecls ( . N I S )  . . . . . . .  d 

JT. RESOURCES 

. . . . . . . . . . . . . . . . . . . . . . . . .  Tax Revenue 2,475.1. . . . :1,829.:< . -- 2,725.1 
-. - - 

Non-Tax Revenue . . . . . . . . . . . . . . . . . . . . .  -. 287.2 384.8 467.5 -. -. 

Operating and Servicc income . . . . .  266.7 298.1 363.1 
Miscellaneous Income . . . . . . . . . . . . .  78.6 74.9 80.4 
Itepayment of Advances . . . . . . . . . . .  ].:I 2.6 10.9 
Others . . . . . . . . . . . . . . . . . . . . . . . . . .  40.4 8.8 :I !.<.I 

111. NET EXPENDITUltE4S 

a Included under curse r~ l  expenditures. 
1) Proceeds of the Negotiable Land Certificates aino~uitinp to P3.4 million 

included under National Governn~ent expenditures. 
r Proceeds of Land Bank Bonds amounting to  P1.8 million included under 

National Government expenditures. 
(1 Proceeds of NIA bonds nlrcarlg included under National Government ex- 

prriditures a s  follo\vs : 
F Y  1968/69 -- P2Y.O u ~ ~ l l i o n  ; 
F Y  ]969/70 -- 20.0 million; alicl 
FY 1970/71 - 32.5 1nillion. 



RESOURCES AND EXPENDITURES 
OF THE NATIONAL GOVERNMENT 

( Mullon Fiscal Year 1969 - 1971 - 1, 

L T o m L  
EXPENDITURES 

T O T A L  - RESOWCES 

G. OPERATIONS O F  THE CENTRAL BANK AS FISCAL AGENT 
OF THE GOVERNMENT 

1969 I 1970 

As fiscal agent of the government, the Central Bank operates through 
three of its departments - the Foreign Exchange Department which ser- 
v i c e ~  the foreign exchange transactions of the Philippine government, its 
political aubdivisioris and instrumentalities, the Department of Loans and 
Credit, which extend loans to the national and local yove~.nments as well 
as extends financial assistance to small and medium-sized industries, and 
the Securities Market Ilepartment which handles the government port- 
folio. 

As fiscal agent of the various offices and bureaus of the govern- 
ment, the Central Hank through its Foreign Exchange Department pro- 
vides the external funds required for ( a )  the replenishment of working 
funds of diplomatic offices abroad, (b) the servicing of external obliga- 
tions, (c) the importation of equipment, and ( d )  the travel and operating 
expenses of military nlissions and other government functionaries abroad. 
In 1971, total foreign exchange serviced and charged itgainst authorized 
funds by the Central Bank for the Government aggregated $37 million, 
$3 million or 9 per, rent higher than fiscal agency servicing in 1970. About 
84 per cent of the authorized foreign exchange were for invisible transltc- 
t i o n h  and 16 pel. cent for  imports. 

I n  line with the general policy of monetary and credit restraint, the 
Central Bank, through the Department of Loans and Credit, reduced the 
amount of budgetary loans extended to the national and local governments. 
Loans ~xtendecl aggregated P327 million, of which P326 million was given 
to the National Government and a little over P1 million was obtained by 
local governments. Total loans granted in 1971 were W'7 million lower 
than the amounts extended l a ~ t  year. As of the end of 1971, outstanding 

1971 I 
Char f 9 



budgetary loans amounted to P410 million, P32 million lower than end- 
1970 level due to substantial repayments during the year. Except for 
P0.3 million of past-due accounts from local governments, all of the out- 
standing loans were due from the National Government, budgetary bor- 
rowings authorized under Republic Acts 265, 2686 and 2687. 

Under the Philippine Virginia Tobacco Administration - Agricul- 
tural Credit Administration (PVTA-ACA) Special Loan Account, out- 
standing borrowings as of the end of 1971 amounted to P368 million, of 
which P74 million were accrued interests. Repayments during the year 
amounted to P65 million, of which PI1 million went to interest, and P55 
million was applied towards reducing the principal amount to P296 mil- 
lion on December 31, 1971 from a balance of F349 million. In previous 
years, hardly any payments had been made on the PVTA-ACA loan ac- 
count. 

Through the Department of Loans and Credit, the Central Bank also 
operated the lndustrial Guarantee and Loan Fund (IGLF) program, the 
purpose of which was the extension of financial assi~ltance to small and 
medium-sized industries. This was achieved through the utilization of 
Central Bank special time deposits with commercial banks. As of Decein- 
her 31, 1971, a total of 230 special time deposit loans involving 8150 
million had been extended to eligible borrowers, of which P5 million were 
releases in 1971 out of an  approved amount of P7.5 million during the 
year. Resources of the IGLF as of end-1971 amounted to $54 million. Of 
this amount, F13 million consisted of Treasury bills and bond investments 
administered by the Securities Market Department. 

Active support of the government securities market was carried on 
through the Central Bank's Securities Market Department, using the 
Securities Stabilization Fund. As of the end of the year, total resources 
nl' the Securities Stabilization Fund amounted to PI73 million, having 
increased by PI0 million from its level a year ago. Investments of the 
Fund in government securities amounted to PI70 million, reflecting an in- 
crease of f8 million. Earnings of these security holdings, largely arising 
from Treasury bills transactions, amounted to PI0 million, P1.5 million 
better than last year. 

Another fund administered by the Department is the Bond Sinking 
Fund, whose investments in government securities grew by P99 million 
during the year to reach P569 million as of the end of 1971. Most of 
the security acquisitions of this Fund consisted of long-term obligations 
of the National Government and of the government corporations and 
instrumentalities. 

Due to the unrealistic yields of government bonds purchased under 
the Payroll Savings Plan, membership over the past yeam had been dec- 
lining. Sales and advertising campaigns to promote the marketing of 
bonds through the Plan had been temporarily suapended. The inetrument 
is to be re-designed in such a manner so that it will evoke s broader 
response from the investing public so as to truly accomplish a wider 
ownership of the public debt. 



IV. BALANCE OF PAYMENTS AND THE 
INTERNATIONAL RESERVE 

A. OVER-ALL REVIEW 

Divergent movements characterized the country's external transac- 
tions during 1971 in the face of a variety of developments here and 
abroad. The first three quarters of the year featured a substantial ex- 
pansion oI exports and net inflows of capital which were of sufficient 
magnitudes to counterbalance riving payments for imports and non-mer- 
chandise t~.ansactions. After mid-71, however, conditions in the interna- 
tionr~l ecoriomy became unsettled, culminating in drastic reforms in the 
internTional monetary ~ystern  by the end of the year. These develop- 
ments resulted in a marked deterioration in the country's external yay- 
mentv position in the fourth quarter, all but wiping out improvenlents of 
the preceding quarters. 

For the whole year, however, total goods and services registered a 
surplus of $2.0 million, compared to  last year's deficit of $55.9 million. 
The irnpr'c-)vement was largely due to heavier receipts and substantial 
cutbaclc,q in disbursements for  non-merchandise trade transactions as  the 
deficit in the merchandise trade account rose from $7.3 million in 1970 to 
$41.8 milliorl (see Table 4.1). 

,!hhle 4.1 - RATiANCE O F  PAYMENTS OF THE PH1T,IlJPINES~ 

//" 1970 and 1971 

(Million U.S. Dollars) 
- --... ....-. - - . . . . .  .- . . . . . .  -- 

I t r: 111 197111 1 1 9 7 0 r  
.... . ...-........... . - . .  

. A .  C0OD.S AND SERVICES: 

.I':xl.~o~:ts, f.tr.b. . . . . . . . . . . . . . . . . . . . . . . . .  
ol' \vhit:h n o n - ~ n o r ~ r t a r y  gold . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  Imports, f.o.l). 
. 1  lrudr balance . . . . . . . . . . . . . . . . . . . . .  

'r1.3nsport.aticrl1 and mcrchandise inuul.ancc 
. . . . . . . . . .  '.rr:rvel . . . . . . . . . . . . . . . . . . . . .  , 

In\-estment i ~ ~ c o r n e  . . . . . . . . .  , . . . . . . . . . .  
. . . . . .  Se l~ iccs  i w ~ d e  cecl LO 1J.S. military 

I-'~nsions f r o r i l  lhe  L1.S. governme~lt . . . . . .  
. . . . . . . . . . . . . . . . . . . . . .  Private fransfcrs 

C)thers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  



Table 4.1 - BALANCE OF PAYMENTS OF THE PHILIPPINES1 (Concludsd) 

1970 and 1971 

(Million U.S. Dollars) 
..... .... .................... . .......- , .......... .... - - - - 

I t e m  
. . . . . .  ............. 1 1 9 7 1 ~  1970r 

---. -- 

L:. OITICIAL GRANTS A N D  LONG-1IEK.M 
CAPITAL 

Reparations from Japan . . . . . . . . . . . . - . . .  26.44 12.10 
Other grants . . . . . . . . . . . . . . . . . . . . . . . . . .  4.16 13.38 
Private loans . . . . . . . . . . . . . . . . . . . . . . . . . .  - 32.7'7 89.52 
Official loans . . . . . . . . . . . . . . . . . . . . . . . . . .  69.80 41.36 
Other private capital . . . . . . . . . . . . . . . . . .  --- 3.88 - 24.30 
Other official capital . . . . . . . . . . . . . . . . . .  - - 1,75 

.,,. . - 

Total I3 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  63.7s - .- -. 131.31 
.. ... 

C:. PRIVATE: SHORT-TERM CAPITAT. AN13 
NET ERRORS AND OMISSIONS 

. . . . . . . . . . . . . .  Private short-term capital 89.07 75.88 
. . . . . . . . . . . . . . . .  N P ~  prrors and omissions -1 65.13 

.. 
-147.18 . . . . .  

,. Lotal C . . . . . . . . . . . . . . . . . . . . . . . . . .  - 76.06 - 71.30 . . . .  

1 ). -4LLOCATION OF SPECTAT, 
DRAWTNG RIGHTS . . . . . . . . . . . . . . . . . . . .  16.59 ... 18.48 .. 

1;. OVER-ALL POSITION ( A  through I)) . . . . . .  6.:!0 22.57 

I?. MONETARY MOVEMENTS 
Net IMF accounts . . . . . . . . . . . . . . . . . . . . . .  21.00 1.3.75 
Commercial Banks' liat,ilitit.s . . . . . . . . . . .  116.73 ::1.77 
Central nank liabilities . . . . . . . . . . . . . . . .  3.58 58.50 
Commercial Banks' a ~ s e t s  ( i ~ ~ c ~ ~ e a s c  -)  . . - 2:<.22 3.71 
C~ntral  Bank loreign exchange asset?, 

(increase .-) . . . . . . . . . . . . . . . . . . . . . . . .  - 1 .I :$.7fi -118.97 

Crntral Bank monetary gold . . . . . . . . . .  - -. 10.69 . - 11.:<3 - .. 

TOTAL F . . . . . . . . . . . . . . . . . . . . . . . .  - 6.80 
.- -- - 22.57 . ,, .... 

1 N n  wign indicates credit; n niinus sign, debit. 



Exports (exclusive of non-monetary gold) rose to a new high - 
$1,122 million from $1,062 million last year, due to a 15.4 per cent ex- 
pzu~sion in volume, offsetting the deterioration in world market prices 
r'or some of the country's major export products. This was brought 
about by comparatively higher levels of domestic production during the 
latter part  of 1971 due to more favorable weather conditions and govern- 
ment policies which tended to favor the  export sector, and the continued 
growth in exports of new products, particularly bananas which landed a 
berth in the list of the country's ten leading exports for the f irst  
time. Bananas dislodged abacrt, a consistent top ten foreign exchange 
earner. as the tenth ranking export for the year. 

Imports, which experienced cut-backs for the past two years, amount- 
ed to  $1,186 million or an  increase of 8.8 per cent over the 1970 level, in 
spite of the continued implementation of cautious monetary and exchange 
policies. Volumewise, however, imports increased only by 0.8 per cent. 
To a certain extent, this was brought about by developments in the ex- 
ternal sector such as the realignment of the world's major currencies 
and the resurgence of world-wide inflation, all of which contributed to 
price increases in most of the country's imports. At the same time, the 
build-up in domestic and industrial activity and the importation of rice 
to cope with the shortage in supply pushed imports to higher than last 
year's levels. 

In the context of weakened export prices and rapidly increasing 
import prices, net terms of trade slid down to 92.4 (1965 = 100.0) from 
110.6 in the previous year. Similarly, the purchasing power of exports 
which had increased by 22 per cent last year registered a 4 per cent drop 
for 1971. 

Non-merchandise trade transactions registered a net inflow of $43.9 
rnillio~i in contrast to a net outflow of $48.6 million in 1970. This 
reversal occurred as payments were reduced by some $75.4 million while 
receipt8 rose substantially, which was in the main due to greatly increased 
inflows from transfer payments. 

Official grants and long-term capital movements showed a net inflow 
of only $63.8 million as compared to $131.3 million last year. The reduc- 
tion was mainly due to  a drop in net availments on public and private 
credits from $130.9 million in 1970 to $37.0 million in 19'71. Short-term 
capital movements (including net errors and omissions) reflected an out- 
flow of $76.1 million cornpared to $71.3 million for 1970. 

On the whole, total goods and services, official grants and capital 
movements showed a net outflow of $10.3 million. This was offset by the 
allocation of SDR's amounting to $16.6 million for the year, thus boost- 
ing the country's foreign exchange resources by $6.3 million. In addi- 
tion, drawings on the I M F  and net short-term borrowings of the Central 
Rank aggregated $24.6 million. As a result, the international reserve 



as of the end of 1971 rose to $244.1 million from $213.2 million at the 
beginning of the year. 

The foreign exchange market which had stabilized somewhat during 
the past year exhibited slight flurries during the last five months of 
1971 largely as a result of developments in the international foreign 
exchange market. The interbank rate, which had remained at P6.436 to  
US$1.00 since October 1970 dropped to B6.424 and P6.412 per U3$1.00 
during August and September 1971. However, i t  returned to the F6.435 
level by the end of the year. Significantly, after more than a year of 
non-intervention in the  foreign exchange market, the  Central Bank, in 
order t o  prevent erratic movements in the rate and to help ease the 
pressures in the foreign exchange market, sold $23.6 million through 
authorized agent banks. 

B. EXTERNAL TRADE 

The country's external trade continued its growth as total trade 
rose to $2,307.8 million or $156 million more than the previous year's 
figure of $2,151.8 million. While both exports and imports surpamed 
1970 levels, imports expanded relatively faster than exports, pushing up 
the deficit from $28.4 million to $64.2 million this year. Actually an 
over-all trade surplus was registered during the f i rs t  seven months of 
19'11, but this was totally offset by the over-all deficit of $69.5 mil- 
lion for the succeeding months. 

Highlights of this year's external trade transactions were: the 
sharp changes in economic conditions and policies in the major indus- 
trialized ~ount r i es  which pulled down export prices and a t  the same time 
effected upswings in import prices ; the maintenance by Japan of its posi- 
tion as the country's principal trading partner as its share in the 
Philippines' total trade of 32.6 per cent was slightly above the  U.S. 
yhare of 32.2 per cent; and a deterioration in the net terms of trade 
arid purchasing power of exports, after a remarkable improvement in 1970 
(see Table 4.2). 



P e r i o d  

; Table 4.2 - EXTERX-4L TR.l\r)E 

1970 and 1971 

(F.V.B. Value in Million V.P. Pnllars) 

- - - - - - - - - - - --- -- - -p -- 

j I m i l o r t s  E s p n 1 . t  s -- - -- 

Balance of Trade Per Cent Change 
.... - .. - 

-- 
i 1971 : 1970 I - - - -  1971 I 19i0 1971 1 1970 I Imports 1 ~ x ~ o r t r  

- - - - - - - - - - - - - - - - - - -. - -- 

. . . . . . . . . . . . . .  1st. quarter 264.2 257.4 267.3 227.7 + 3.1 - 29.7 + 2.6 $17.4 

. . . . . . . . . . . . .  2nd quarter 261.3 281.C 291.8 280.5 + '7.5 - .5 + 1.2 + 4.0 

3rd quarter . . . . . . . . . . . . . .  323.6 296.5 316.2 275.8 - 7.4 -20.7 + 9.1 S14.G 

4th quarter . . . . . . . . . . . . . .  313.9 956.2 246.5 277.7 -67.4 t Z . 5  j 2 3 . 0  -11.2 



PER QNT CHANGES IN THE VALUE OF EXPORTS AND IMPORTS 
1971 over 1970, By Q u n t r  

T O T A L  

Firnt Ouartrr 

Smcond Quortrr 

Fourth Quortrr 

- s (%) - 0  -" O + 8  + 10 - -- +I5  +20 +25 
Chorf  l O  

1. Exports 

From $1,061.7 million, exports rose to a new peak of $1,121.8 million 
in 1971, indicating an increase of almost 6 per cent. The expansion could 
have been more impressive as the volume of shipments went up by 15.4 
per cent, but an over-all deterioration ot' 8.6 per cent in prices slowed 
down the over-all growth in exports for the period. 

Reflecting an  increase of $51 milliori over lafit year's value of $878 
million, the ten principal exports maintained their share in the export 
market a t  83 per cent. Increases in earnings were registered by the 
following major products : copra, $34 million ; sugar, $25 million ; bananas, 
$10 million ; coconut oil, $8 million ; copra meal or cake, $3 million ; desic- 
cated coconut, $2 million and copper concentrates, $1 million. On the 
other hand, decrease8 were noted in the earnings of  log^ and lumber, $24 
million; canned pineapple, $1 million and plywood, $4 million (see Table 
4.3) . 



Tabl~  1.3 - TEN PRINCIPAL EXPORTS 
1970 and 1971 

(F.O.B. Value in Million U.S. Dollars) 
(Quantity in Million  kilogram^) 

I t e m  1 9 7 1  1 9 7 0  
Quantity 1 Value 

TOTAL EXPORTS - . . . . . . . . . . . . . . . . .  - 1,1213 - 1.061.7 

Total T e n  Principal Exports . . . . . . . . .  - 928.2 - 
.- ., 

877.7 - . 

Loge and lumber1 . . . . . . . . . . . . . . . .  3,644.8 226.9 4,018.8 249.8 

Copper concentrates . . . . . . . . . . . . . .  884.4 186.9 631.7 185.2 

Coconut oil . . . . . . . . . . . . . . . . . . . . . . .  397.4 109.4 338.8 95.6 

Desiccated coconut . . . . . . . . . . . . . . . .  72.7 20.7 67.4 19.4 

I'ineupple, canned . . . . . . . . . . . . . . . .  100.5 19.7 100.0 21.4 

Plywoodl . . . . . . . . . . . . . . . . . . . . . . . . .  71.7 16.4 86.6 19.7 

Chpm men1 or cuke . . . . . . . . . . . . .  288.0 16.2 231.4 13.9 

Bananas . . . . . . . . . . . . . . . . . . . . . . . . . .  244.7 13.6 82.0 6.0 

1 Quantity in million board feet. 
2 Includes refined sugar. 

' a  .. ' . 
. . 

TEN PRINCIPAL EXPORTS, 1970 6 1971 
( F.O.B. vohd in Millkn U.S. Dollars ) 

I 

1970 

Chart / I  

C513 



The first t h r ~ e  places in the list of the country's ten principal 
exports were still occupied by logs and lumber, sugar, and copper conccn- 
hates.  Copra and coconut oil switched positions l'or the fourth and 
fifth places, with the former apparently negating. the ttlx adv:tntagc of 
the latter. In the previous year, this advantage put coconut oil in fourth 
position in place of copra. llesiccated roconut went up two notches 
l'rom last year to take the sixth berth, pushing down canned pineapple 
to  seventh place. Plywood fell to 8th place, lollowed by coprmii meal or 
cake in 9th and bananas in 10th (from 14th place last year) .  

Exports of logs and lumber suffered declines of 9.3 per cent trnd 
9.6 per cent in volume and value, respectively. F r ~ m  $249.8 million in 
3970, the value of logs and lumber dropped to $225.9 million, :is a .rlaclc 
in demand and competition from low-priced Indonesian logs cut down es- 
ports to Japan by $18 million, to Korea and China, by $3 million ant1 
$2 million, respectively. 

Sugar exports for 1971 amounted to $212.3 million, with an ir~crezl~c 
of 13.2 per cent in value and 10 per cent in terms of volume. This 
favorable development stemmed mainly l'rom increased domestic produc- 
tion which enabled the country tn fill up its increased sugar quota 
allocation, and from the 3.3 per cent increase in ihe world market price of 
sugar. Following the usual pattern, the United States :~b.rorbc(l 100 ~ P L '  

~aent of total Rugar exports for the year. 

Copper ~onc~entrates registered a n  increase in volume of shipments 
of 40 per cent but with world prices a t  depre~sed levels, the over-:ill 
increase in value amounted to only $0.7 million. Japan, the princip:ll 
market for copper concentrates, accounted for 78.5 per cent of the 
total value copper exports, down from 84.3 per cent last year, 
:ilthough the volume of shipments rose by 36 per cent. The Uniteti States 
maintained its purchases of copper conrentr;tten a t  last year's levels i n  
value but volume-wise, effected an increfise of 20 per cent. 

As a commodity group, exports of coconut products aggregated $254 
million during the year under review, only 97 million below the $261 
million contributed by wood products, the ranking commodity group cx- 
port since the mid-fifties. As a whole, the remarkable expansion in the 
volume of shipments of coconut products was achieved during the second 
half of 1971 apparently a s  a result of an improvement in domestic pro- 
duction. This expnnaion was more than sufficient to offset the deteriora- 
tion in world market prices. 

Export earnings from copra registered a n  increase ,from $80.1 million 
to $114.0 million resulting from a sharp rise of 55.6 per cent in the 
volume of shipments as prices decreased by about 7 per cent. Value- 
wise, copra exports to the United States amounted to $34 million, re- 
presenting 30.0 per cent of total copra exports, down from 31 per cent 
in 1970. as  the p ro lon~ed  dock strike in the West Coast area R ~ O W P ~  down 



:ihipn~ent;s during the year. The Netherlands' ,share of copra exports was 
maintained a t  37 pels cent or $43 million, exceeding the U.S. share by 
:~imoat  $10 ni.illion. A ~ernarkable shift in the market for copra exports 
was a l ~ o  notcd this year, as Germany increased its purchases by almost 
thrice the amount last year (from $3.4 million to $11.3 million) to ac- 
courlt for 10 per cent of the total value of copra exports. Similarly, Italy 
a n d  the Scandinavian countries upped their purchases of copra for  1971. 

'I'htb t~xpo l . 1~  oT all pr.ocessed coconut products indicated substantial 
Illcreases in Loth volume and value. Coconut oil, although prices (based on 
tsxport entries) were below 1970 levels by about 8 per cent, increased 
in value by 8.2 per cent on account of a 17.3 per cent increase in volume. 
For the yc;ir, the earnings from coconut oil exports amounted to $103.4 mil- 
lion, up from $95.6 rnillior~ last year. Although the bulk of coconut oil ship- 
ments went l o  the United States, the value decreased f rom $83.6 million 
to 937G.8 million or by 2.3 per cent. Export to Germany dropped by 
36 per cent in value, but this was offset by increased value of ship- 
rrlcnts to Ttaly and the Netherlands, which upped their purchases by 433 
pcr cent anrlZG3 per. cent, respectively. Desiccated coconut and copra meal 
or cake, sirrlilarly r'cgi,qtered increases in both volume and value of ship- 
11leals ilurin:: the year. C:opra meal or cake posted increases of 24.5 per 
c-cnt 111 i nltimc slid 16.7 per cent in v ~ l u e ,  with the Netherlands and Ger- 
Iriany ilccoilnting for 59.5 per cent and 40.2 per cent of the total exports 
of this commodity. Desiccated coconut shipments were mostly to the Uni- 
led Statcs, accounting for 67.1 per cent of the total, despitc a drop in both 
volunle :inti value of shipments. 

(:armed pineapple exports were maintained at last year's volume but 
value wise showed an  8.0 per cent drop from $21.4 millioli to  $20 million 
as pt,~cc~s cleclined by 8 per cent. Plywood suffered reductions of 16 
per cent each in volume and value. The fwtes t  growing export for 
the year was bananas which increased by 172.fi per cent over the previous 
year's lcvcl a ~ i d  contributed $13.5 millio~l from only $5 million in 1970 
to total l'oreign exchange earnings, with all but  1.3 per cent of the  total 
exports going to Japan. Exports of minor commodities posted a $10 
 nill lion illcrease during 1971, with cement, petroleum pitch and residue, 
shrimps and prawns gaining more acceptancc in the world market. Cement 
and petroleum pitch also exceeded the $5 million mark and became subject 
to the cxport tax (see Table 4.4). 



,, Table 4.4 -- EXPORTS BY COMMODITY GROlJP  

1969 and 1971 

(F.O.B. Value in Million U.S. Dollars) 

Coconut Products . . . . . . . . .  2 19.0 209 20.0 264 23.0 - .... 

1969 1970 
. . . . . . .  

I t e m  
Value Distri- 

bution bution 

Copra . . . . . . . . . . . . . . . . . .  R7 10.0 80 7.5 114 10.2 
Coconut oil . . . . . . . . . . . .  5 1 6.0 96 9.2 103 9.0 
Desiccated coconut . . . . . .  16 2.0 19 1 .R 21  1.8 
Copra meal o r  cake . . . .  9 1.0 14 1.3 16 1.4 

. . .  

1971 
. , "- . 

Value 
bution 

S u g m  . . . . . . . . . . . . . . . . . . .  168 18.0 196 19.0 220,  20.0 

Centrifugal & refined . . .  149 17.0 188 17.7 212 18.9 
Molaases . . . . . . . . . . . . . . .  7 1.0 8 1.0 8 1.0 

. . . . . . . . . . . . . . . . .  Others 2 - - - - 

. ..... . ......................... ....... ... 

. . . . . . . . . . . .  . - - .- 

I I% ,. .." , , 

T 0 T A L 856 100.0 1,062 JJ~afl 1,122- S O  
7 - L- 

Forest Producta . . . . . . . . . .  259 30.0 295 27.0 261 23.3 .. , ......... , .. -, 

Logs . . . . . . . . . . . . . . . . . . .  216 26.0 287 22.0 215 19.0 
Lumber . . . . . . . . . . . . . . . .  I1 1.0 13 1.0 11 1.0 
Plywood . . . . . . . . . . . . . . . .  19 2.0 20 2.0 I6  1.5 
Othern . . . . . . . . . . . . . . . . .  14 2.0 26 2.0 19 1.8 

Mineral Products . . . . . . . .  160 19.0 224 21.0 - 217 19.0 .. . -- .- ... 

Copper concentrates . . . .  133 16.0 186 17.4 186 16.6 
Iron ore . . . . . . . . . . . . . . .  2 - 3 - 2 - 
Chromite ore . . . . . . . . . .  5 1.0 9 - Cj - 

. . . . . . .  Iron concentrates 9 1.0 10 1.0 11 1.0 
Others . . . . . . . . . . . . . . . . .  11 1.0 17 2.6 12 1.4 

. . . . . .  Fruitn & Vegetables -- 20 - 2.0 -- 34 " 3.0 41 -- - -  
4.0 

. . . . .  Pineapple (canned) 17 2.0 21 2.0 20 1.8 
Pineapple (juice) . . . . . . .  1 - 1 - 1 - 

Bananaa . . . . . . . . . . . . . . . .  1 5 0.4 14 1.5 - 
Others . . . . . . . . . . . . . . . . .  1 7 0.6 6 0.7 - 

16 2.0 Abaca & Manufactures . . . .  17 - 2.0 16 .- .... 1.0 

. . . . . . . .  Unmanufactured 14 2.0 15 2.0 13  1 .O 
Ahaca rope . . . . . . . . . . . .  2 - 2 - 2 + 

Tobacco . . . . . . . . . . . . . . . . . .  17 2.0 16 1.0 15 1.0 -- , .- - . . .  - --- 
Raw . . . . . . . . . . . . . . . . . . .  16 2.0 14 1 .O 14 1.0 
Cigara and others . . . . . .  1 - 1 - 1 - 

. . . . . . . .  All Other Export  



The downturn in imports during the past two years in response to 
changes in the exchange rate system and the continued implementation of 
monetary and fiscal r e ~ t r a i n t s  was reversed in 1971 au total imports 
~.osc to a new high of $1,186.0 million. This was $96.0 million or 8.8 
per cent more than the $1,090.1 million level for 1970 as imports of 
consumer goods and producer goods increased by 42.6 per cent and 6.3 
per cent, respectively. Contributory factors to the expansionary pressures 
in the import sector were: world price hikes for most of the country's 
import requirements, particularly oil which constituted approximately 
11 per cent of total imports; heavier purchases from abroad of basic 
commodities like milk and rice due to insufficient domestic supply; the 
pick-up in industrial activity (as evidenced by a 7 per cent increase 
in the ma~iufacturing index) after a period of adjustment to the current 
peso-dollar rate, and the lifting of the $50,000 per calendar-month 
ceiling per imports for the importation of machinery and equipment. 

Classified by cnd-uuc, lmporta of producer goods went up to $1,079.5 
million or an increase of $64 million over the 1970 level. The increase 
was brought about by heavier imports of unprocessed raw materials (18.5 
per cent), semi-processed raw materials (5.6 per cent) and supplies (7.0 
per cent) to meet the reyuiremenh of manufacturing industries. Offset- 
tins this was a drop in the value of machinery and equipment imports 
from $205.2 milliorl to $202.9 million this year. Consumer goods likewise 
moved up sharply, aggregating $106.4 million or $32 million more, in 
spite of t-1 27.7 per cent  decline in consumer durable goods (see Table 4.5). 

'rahlc 1.5 - II\IFOIflS CLASSIFIED ACCORDING TO END-US13 

1970 and 1971 

(1tO.U.  Value in Millioll U.S. Uollars) 

I'rudur~r Goc.rds . . . . . . . . . . . . . . .  
,\lac.hitlcrq- ant1 ccluipmt:nt . . . .  
I .  t~l.)r(.)cr:sse~.l ran  rrrat.r~iala . . 
P+mi --prorrsscd raw materirrls 
: i ~ ~ [ ) l , l i c s  . . . . . . . . . . . . . . . . . . . .  

C o r ~ s u ~ ~ ~ r r  Goocls . . . . . . . . . . . . .  l O ( i . i  74.6 8 +42.6 n.o 
1 jurablr goods . . . . . . . . . . . . . .  4.8 0.4 6.6 0.6 -26.6 
Nori-dul.ablr goods . . . . . . . . . .  101.6 8.6 68. t 6.2 t 4 9 . 2  

Per Cent 
Change 

. . . . . . . .  ......... ... .. .. 

... 
tribution 

. . . . . . . . . . .  

..... . . , , ,. 

1971 1 1970 
.... .. - 

Percent- 
age Dis- Value 

Percent- ' 
at~e D ~ R -  Value 
tribution I 



The value of the ten principal imports increased to $924.2 million 
up by 8 per cent, but maintaining their share a t  78 per cent of total 
imports for the year. Machinery other than electric, aggregating $255.1 
million, comprised 22 per cent of total imports and retained its position 
as the country's top import for 1971. Switching of positions was evident 
this year. Mineral fuels, lubricants and related materials, which ranked 
third in 1970, displaced base metals as the second largeat import, as 
it increased by 18.7 per cent in value. In third placc was transport 
equipment, up from fourth with an increase in value of 15.2 per cent. 
Rase metals imports fell by two notches as their value dropped by 37.2 
per cent from the previous year's level. Electric machinery remained in 
fifth place, followed by cereals and cereal preparations which rose from 
ninth place. From sixth place last year, cxp1,osives and rniscellaneou~ 
chemical materials went down to seventh place, push in^ down textile 
fihera not manufactured into yarns into eighth place. I n  ninth and tenth 
places were chemical elements and compounds and dairy products, 
respectively (see Table 4.6). 

Tablr. 4.6 - TEN PRINCIPAL IAlPORTS 

,' 1970 and 1971 

(F.O.H. Value i 11 Milliotl U.S. I)ollars ) 
--- . . . . .  . . -. .- - --- . . 

I t e n 1  1 1971 1 1970 
- - . --- . . . . . . .  

TO'l'AL IMPORTS . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .... I ,  186.!) 
...... 1 ."!"-I;. . 

3'ut.al Ten Principal Imports . . . . . . . . . . . . . . . . . . . . . .  !)?,I.? 85:;. 1 

Machinery other than electric . . . . . . . . . . . . . . . . . . . .  255.1 .,.>r 6, 
,A. ).)..A 

Mineral fuels, lubricants K: ~rrlatcrl materials . . . .  1~11.2 1 18.0 

Transport equipment . . . . . . . . . . . . . . . . . . . . . . . . . .  I?:!.?. 1 ()(.;.I) 

Rase metals : 11-1 -7 1 1'1.1 

Electric machinery, apparatus & applianccs . . . . . .  t;(;.:: 59.:; 

Cereals & cereal preparations . . . . . . . . . . . . . . . . . . . .  (;:;.I. : ! 2 . .-) 

Explosives & miscellaneous chemical niatt:l.ials . . . .  5(;. i 49.8 

Textile fibers not manufact.ured into yarns . . . . . . . .  m1H.H 40.2 

Chemical elements & compouncis . . . . . . . . . . . . . . . .  :<!).!J :!(.i..i 

Ilairy products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28.5 :;2.1 



UACUlhlF R I  0-HLH 
f l lA# E U C T R E  

hIWEUAL FILLS,  LI_RWCAKIS 
RELATED MATERIALS 

I&= Y T A W  k 

C E R E A L S  . C e n C A L  
F R t P A R 4 T I O Y S  

.---",... 
TEXTILE FlllcRS N O  
YYKlfYiryllLO W t O  

--- 

FOI. 1971, thc Unitcd Statcs and Japari remained as tlie Philippi~lr(;' 
principal trading 1)aintners - the United States as the nlajor marltet for  
rxl)nrts .mtl Japan :is the main source of imports. Of the  country's total 
Ir-arle, however, dap:~n accounted for  32.6 per cent or slightly above 
32.2 por cent for the IJnited States. Exports to  both ruuntriea cxreedcd 
lhc pi~rchases from then1 and the combined trade surplus :tmounted to 
1 9 . 8  i l o .  Ttl15 hurplu:; however was totally offset by thc deficits 
1% ~t h other countries. 

The Ur~i  tktl States purchased $452.7 million of Philip1:)ine cornnioditie~ 
i*cp-re:;e:lting 40.4 per cent of the total exports and an increase of :7;12.5 
millio~l from the 1970 level. The increase was brought ahout mainly by 
hcacicr suxa-r shipments, coupled with more favorable prices. Sugar ship- 
ments t o  thr: Uwlitcd Slates amounted to $212.3 million i n  1971, conlparcd 
1 0  $;187.'7 rliiilior~ for the previous year. Offsetting this w:ls a cornbined 
11~rre:lst. i r i  cxporta of coconut products of 910.5 million as both volume 
ttnd v:ilut! of shipments declined, while other exports were maintained 
; ~ t ,  al)p~'oxirnately last year's levels. Imports from the United States 
:tmounterl to 8291.2 million or  24.6 per cent of the total imports for 1.971. 
C'omparcd to 1970, -this represented a decmise of $23,9 million as sub- 
stnlltial cr~tbacks i n  impor.1:~ of base n-letals, cereals and cereal prepa1.a- 
lions, ;ind chernical elements and compounds offset the increases in trans- 
port eclnipment, d:ti~*p products, and textile fibers not niarlufactured into 



yarnn. The three leading imports from the United States werc machinery 
and equipment other than electric, transport equipment,, and electrical 
machin,ery which accounted for 29.6 per cent, 30.0 per cent and 36.9 per 
cent, respectively of total purchase during the year. 

From $75.9 million in 1970, the Philippines' favorable balance of 
trade with Japan narrowed down to $32.3 million this year. Exports fell 
to $391.4 million or 7 per cent below the $420.8 million level of last 
year while imports went up by 4.1 per cent to $359.1 million from $344.9 
million. The drop in exports was brought about by unfavorable prices 
for logs and lumber and copper concentrates. Japan was the principal 
market for copper concentrates, logs and 111mber and bananas absorbing 
78.5 per cent, 77.4 per cent and 98.4 per cent, respectively, of the total 
exportations of these products. As a supplier, Japan was able to exceed 
the United States share of the Philippines' imports of machinery other 
than electric, chemical elements and compounds, electric machinery, ap- 
paratus and appliances for 1971 compared to 1970. 

b. Trcrdc w i fh  Other Coztntries 

Trade with all other countries (other than Japan and the United 
States) registered a deficit of $258.0 million during 1971 compared to 
$229.4 million for the previous year. This developed even as exports 
rose by 38.3 per cent, while the increase in imports was 24.5 per cent. 
The leading markets for exports were the Netherlands which accounted 
for 6.9 per cent of the total export; followed by Germany, 2.9 per cent; 
and Korea, 2.5 per cent; and Hong Kong, 1.3 per cent. On the other 
hand, the major sources of the country's imports were: Germany, 7.4 per 
cent; United Kingdom, 5.6 per cent; Australia, 4.0 per cent; and Canada, 
2.6 per cent. 

c. Tradc with Regional Grozlpir~ga 

Total trade with the European Common Market (including new mem- 
ber countries) amounted to $352.9 million during 1971, indicating an 
illcrease of $88.1 million or 33.3 per cent over the 1970 level. Exports 
rose by $54.9 million or  by 63.9 per cent,, outpacing the 18.5 per cent 
increase in imports. Thus, the trade deficit with these countries narrowed 
down to $71.3 million from $93.1 million. The principal buyers of Phil- 
ippine commodities among the European Common Market countries werc 
1,he Netherlands and Germany which absorbed 38 per cent of the total 
cxports of coconut products. On the other hand, imports were mostly 
from Germany and the United Kingdom in the form of machinery other 
Ihan electric, transport equipment and electric machinery, apparatus and 
appliances. 



1)urinp; the year, the &:CAFE region supplied $645.6 million worth of 
goods to  the Philippines or 46 per cent of total imports. This was 
$57.2 million more than last year as imports from Japan alone increased 
by $14.2 million. Other significant increases were reflected by the Re- 
public of China which almost doubled i ts  sales from the 1970 level of 
$13.7 million, and Thailand, which increased from only $0.4 million to 
$15.4 million due to rice importations which were mostly on a deferred 
payments basis. Elxcluding Japan, which accounted for 65.8 per cent of 
imports from the ECAFE region or $369.1 million during 1971, Auutra- 
lia was the biggest cxportcr to the Philippines accounting for 4 per cent 
of total imports, mostly composed of dairy products and cereals and cereal 
preparations, while the Republic of China, Indonesia, Malaysia accounted 
for only from 2.2 to 2.5 per cent each of total imports. Exports to ECAFE 
rountries aggregated $488.9 million or a drop of $15.8 million from 1970 
which was solely brought about by lower shipments to Japan. South 
Korea accounted for the biggest share in Philippine exports (outside of 
Japan) with its purchases totalling $28.3 million mostly in the form of 
logs and lumber. Exports to South Korea accounted for 2.5 per cent nf  
total exports, or ~ l i ~ h t l y  below its share of 3 per cent last year, with a 
value of $31.4 million. Other leading buyers of Philipphlc l~roducts among 
thcl ECAFE countl.ies were the Republic of China, Singapore and Hong 
liong with corresponding shares in Philippine export trrlde of 1.7 per cent, 
1.4 per cent and 1.3 per cent. The main products export,ed to the ECAFE 
region (exclusive of Japan) were logs and lumber, petroleum products 
and cement and other minor export products. 

AFI a group (ASEAN), Indonesia, Singapore, Thailand and Malay- 
sia's trade with the Philippines aggregated $105.0 million, an inc~*ea.re of 
$35.2 million from 1970. Imports amounted to $82.3 million, up from 
$57.0 million, mostly because of rice imports from Thailand dur i r~g the 
year. Exports, similarly were higher a t  $22.7 million as against $12.8 
million last year, with a11 countries showing increases. The biggest 
increase ($9 million) was in exports to Singapore, composed of petroleum 
products and other minor commodities. On the whole, the Philippines' 
unfavorable trade balance increased to  $59.5 million from $44.2 million 
last year (see Table 4.7). 



Table 4.7 - DIRECTION O F  TRADE 
1970 and 1971 

- - (F.O.B. Value in Thousand U.S. Doliars) 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - . - . - - - - - - - - - - - - - - - - . - - - - - - - - - 

I I m p o r t s  I E x p o r t s  Balance of Trade - -  - ,  i Per Cent C.hange -- 
; 1970 'b 1971 1 C / .  1 1970 i :i 0 Imports :ExporC Regionorcount ry  1 1971 i '; ' 

---p--P--- - - -- - - - - - -- - - - - - - -- -- . - -- - 

. . . . . . . . . . . . .  T 0 T A L 2,185,959 -. 100.0 1,090,120 100.0 1,121,821 1000 1,061,702 100.0 ,@,I38 -28 ,418  -+ 8.8 $ 5.7 - ======a -- --- - - - , - - - PA -. 

. . . . . . .  U N I T E D  ST-ITES 291,184 21.6 315,083, 28.9, 452,741 40.4 440,172 41.5 -+161,55'i +125,089 7.6 + 2.9 . -- , - - - - - - - - - -. - - - - - - - - - . 

P . . . . . . . . . . . . . . . . . .  359,100. 30.3, 344,879 31.6 391,408 31.9 420,763 39.6 +32 ,308  7 6 , 8 7 4  - 4.1 + 7.0 
-- - - - - , - - - - 

EUROPE-XI"\; CO3IbION 
MARKET . . . . . . . . . . . . . .  212,056, 1 9  178,964 16.4 140.773 I?..? 83.869 8.1 -71 ,283  -93,095 -13 .5  j 63.9 . .  . . .  - - - - - - - - - . -. - -- .- - - -. -- - - - -- -. 

Belgium . . . . . . . . . . . . . .  11,058 0.3 ?. rln62 - 0.7 941 0.1 1,685 0.2 - 10,117 - 5,877 + 16." 44.1.2 
Denmark . . . . . . . . . . . .  3,227 0.3 3 3 9  0.: 2$81 0.3 2,478 0.2 - 366 - 901 4..S + 15.5 

. . . . . . . . . . . . . .  n France 10,213 0.9 17.881 1.6 2.887 0.3 2,861 0.3 - 7,330 - 15,020 - 42.9 + 0.9 
Q, . . . . . . . . . . . . .  o Germany 87,657 7.4 63,889 5.9 32,192 2.9 19,841 1.9 -55:465 --49.048 1 3 7 . 2 -  62.2 
-I Ireland . . . . . . . . . . . . . .  329 - 1-0 0.1 110 - 73 - - 219 - 617 - 54.3 + 50.7 " ., 

Luxernborg . . . . . . . . . . .  9 - 44 - - 48 - - 9 $ 4 -- 79.5 - 
. . . . . . . . . .  Netherland.+ 20,686 1.7 '71..529 9.0 76,935 6.9 43,569 4.1 +56 ,249  +22,040 -- 3.9 + 76.6 

Norway . . . . . . . . . . . . .  9 8 M . l  2,037 0.2 3,730 0.3 1,150 0.1 + 2,748 - 937 - 52.9 - 924.3 
United Kingdom . . , , .  66,847 5 .  46,825 4.3 13,863 1.2 10,749 1.0 ---62,984 -36,076 t 1 2 . 8 1  29.0 
Italy . . . . . . . . . . . . . . . .  11,048 0.9 15,018 1.3 7,254 0.6 3,115 0.3 - 3,794 - 11,633 - 26.6 + 112.4 

ECAFE COUNTRIES 
(Excluding Japan) . . . . . . .  
a )  Asean Countries . . . . .  

Indonesia . . . . . . . . . .  
Singapore . . . . . . . . . .  
Thailand . . . . . . . . . . .  
Malaysia . . . . . . . . . . .  

Sarawak . . . . . . . . .  
Sabah . . . . . . . . . . . .  
Malaya . . . . . . . . . .  



Table 4.7 - DIRECTION O F  TRADE (Co,icli~dedj 
1970 and 1951 

! f .O.E. \:al.;e i:: Thousand V.S. Doilars j 
-- -. - - - - - - - - - - - - - - - - - -- --- - - 

I I h l k  O P, T S * P O R T S  I;alaj-?ce of Trail? : C e ~ i r  Chai-,g*: 
/ - - - - - - - - __ - -- - - - . - 
! 1971 i :; 1 1950 1 c i  I 1971 1 ' r  1 lYSU 1 :> 1 1 1 y !inlpoiL:: I Exports 

- - -  - -- -- - - - - - - - - - - . . - - - - - - - - - - - -- - 

D I Other IICAFE Countries 104,198 S6,509 7.9 74,782 6.5 '71,124 6.8 - 29,416 - 13,381 ' '70.4 + 5.1 - - . 718 . -- - - --  - -- .- - - -- 

. . . . . . . . . .  Australia 
. . . . . . . . . . . . .  

e 
Brunei 

m Burma . . . . . . . . . . . . .  
C* - . . . . . . . . . .  Cambocli;~ 

Ceylon . . . . . . . . . . . . .  
China . . . . . . . . . . . . , .  
Honpkong . . . . . . . . . .  
India . . . . . . . . . . . . . .  
Korea . . . . . . . . . . . . . .  

. . . . . . . . . . .  Pakistan 
. . . . .  South  Vietna!:i 

N c ~ r  ZZ~-alanr! . . . . . . .  



DIRECTION OF EXTERNAL TRADE 
1970- 1971 

500 , -- ,. - ( FO.0, Value ~n M ~ l l ~ o n  U S. Dollars ) 

C: .  NON-TI1ADE TRANSACTIONS 

Total non-trade transactions during 1971 registered a net inflow 
nl' 943.9 million, a shift from the net o~itflow of $48.6 million for 
Ihe previous year. Much of the improvement was due to a substantial 
reduction in total disbursements ($76.4 million) as measures of financial 
restraints taken during 1970 were continued in 1971, discouraging fur-  
ther outflows. Total receipts, though improved by 917.1 million largely 
reflected heavier U.S. government disbursements in the Philippines, ux 
over-all inflows from non-official sources were below last year's levels. 
(In the whole, however, exclusive of inflows from official sources, non- 
trade transactions still showed an  improvement, with the deficit narrow- 
ing down to $107.0 million from $178.2 million. 

Transportation and merchandise insurance for 1971 showed n nel 
disbursement of $77.0 million, a drop from $91.2 million in the previous 
year. Receipts a t  $43.7 million were $6.3 million more than last year's, 
:ls port   expenditure^ rose by more than $15 mil!ion offsetting declines of 
$9.1 million in freight receipts and $2.4 million in passenger fares. Thr 
sharp rise in port expenditures was due to the increase in the number of 
international sea-borne vessels which entered the country through the port 
o f  Manila. Freight paid to local companies was lower than the amount 
received in 1970, possibly due to a shift to foreign registry vessels in 
?hipping Philippine goods. Disbursements, on the other hand, showed a 
drop of $8.0 million, with cutbacks in freight payments to  non-resident 
c.:iru.iers of $6.2 million, and $5.7 million in other transportation. This was 
offset by heavier disbursements for passenger fares amounting to $18.0 
million from $14.2 million in 1970. 



The biggest change in non-trade transactions during this year oc- 
curred in travel as net receipts fell sharply to $37.6 million or by almost 
$30 million from $67.5 million in 1970. Tourist expenditures in the 
l'h~lippines, which reached a high of $94.7 million in 1970, dropped to  
orily $65.9 millio~i this year, despite a slight increase in the number of 
visitors disembarking a t  various Philippine ports. According to  Board 
of Travel and T o u r i ~ t  Industry sources, 1970 was an exceptionally good 
year for Philippine tourism as  several extraordinary factors boosted tho 
inflow of travellers into the country. These were the introduction of the 
floating rate system, the initiation of the open akies policy, and the over- 
flow of Expo '70 visitor8 from Japan, On the  other hand, tourist ex- 
peritiitures abrotid of Philippine residents rose by only $1.0 million over 
1970, au limitations on travel funds continued to be enforced. 

Outward remittances for earnings, profits and dividends, interest 
and othcr investment registered a net outflow of $97.3 million com- 
pared to $129.7 million for the previous year. Receipts were up by $4.2 
million as interest earned on time deposits of the Central Bank rose 
from $7.1 million t o  $12.4 million (as total time deposits of the Central 
Hank for 1971 were a1 higher levels compared to 1970) partly offset by 
il $1.6 million cut in earnings, profits and dividends received by residents 
from non-resident firms. Interest payments on external obligations 
amounted to  $80.7 million from $94.7 milliori s u  average interest rates 
on outstanding loans were generally reduced from an average of 11 pero 
cent for the previous years lo 9 per cent in 1971. An increase of $1.7 
rnilliori w c l ~  also registered in disbursements for earnings, profits and 
tlividends while other outward investment remittances showed n de- 
crease of $16 million. 

U. S. government expenditures in thc Philippines aggregated $150.8 
million in 1971, $21.2 million more than the amount disbursed in 1970. 
All accounts registered increases as military expenditures increased by 
95.5 million despite the phasing out of U. S. activities in South Vietnam, 
while U. S. Veterans Administration pension payments rose by $5.2 mil- 
lion as a result of a legislation passed by the U.S. C:onyress incre:ising 
the benefits of U.S. Veterans. Similarly, services rendered by residents 
to 1J.S. governrnerll :tyencieu registered an increase o f  $10.5 million, nl- 
most fifty per cent of the total increase in U.S. government cxpenditures 
ln the Philippines. 

Inward remittances of private individuals and institutions, as well 
:Lu voluntary relief agencies aggregated $37.6 million against tionations of 
yesident individuals and institutions of $3.4 million. Personal remithncps 
of Filipino,r abroad to their families here amounted to $19.5 million, 52 
per cent of total inward remittances. Voluntary relief agencim provided 

country with additional r:.oods and services in the amount of $7.4 million 



comparccl to $ I  l .fi  million last year, as  the distribution of goods by 
C:A ItE (C:oope~.ative for American Relief Everywhere) lagged by $1.3 
million while (lonations of ~rligiouu trl.oup,r s h o w ~ d  it rombined increase 
of 92.6 million from last yew. 

D. OFFTCTATA GRANTS AND IJONG-TERM C:APITAL 

The net inflow of o r f i c i~ l  grunts anrl long-term capital registered a 
marked declil~e fl.orn $131.:",lillion in 1970 t o  011ly $63.8 million this 
year. This development was largely the result of' a. drop in the net avail- 
mellts on private and official long-term loaris from $130.9 million last 
ytirtr. t o  only $37.0 rnillioxl this ycar. 

Official grants provided the country with additional goods and aer- 
vices in the amount of 937.4 million, an  increase of $8.4 million from the 
amount received i n  1970. Reparatioil goods from Japan a t  $26.4 million 
were double those of last ycar, wholly due to heavier inflows of capital 
coeds for the government sector, as  the private sector's share was main- 
tained at the same level in 1970. Grants from the U.S. AID regicltered 
a tlecrcasc of' $2.1 million, reflecting the cutbacks in U.S. foreign aid 
during the year. Similarly United Nations agencies contributed a smaller 
amount - $2.8 million :IS against $5.9 rriillion in 1970. C:ontributions 01 
.(he I'hilippine ~r;overnment to international orgibnizationa amounted to 
Sti.8 million. 

Other long-term capital movements (direct investments) reflected 
:L net outflow of $3.9 million, down by $20.4 million from last year's 
figures which jnc.lutlrc1 substnntinl sales ol' American holdings to Filipino 
1l;ltion:lls. 

Allocations of Speciai Drawing Rights for  the year amounted to 
$16.6 million, bring in^ total ztllocations to the I'hilippine~ to $35.0 million 

I t1t.e 1970. 

I3 PRIVATIi: SHORT-TERM CAPITAL 

Short.-term capital net inflows for 1971 amounted to $89.1 millidn, 
am i n r r e a ~ e  of $13.2 million over 1970, as receipts rose by $171.3 million 
or by 61 per ccnt, 011tp:lcing the $158.1 million or 78 per cent increase 
in tlisbur.sements. The bulk of short-term capital movements consisted 
of trade credits rnocrtly for financing the importation of r aw meterials 
needed to sustain industrial activity. Availments on trade credits 
amounted to $364.1 million, up from $252.8 million last year. Rigger 
~.)ayments on trade credits were, however, made during the current year, 
indicating R smaller net rtvnilment of $63.0 million as against $85.6 million 
i11 1970. 



E'. 1NTERNATIONAL RESERVE 

From $213.2 million a t  the beginning of the year, the international 
reserve rose to $244.1 million by the end of 1971. A deceleration in the 
growth of the international reserve was, however, noted during 1971, as 
the level increased by only $30.9 million compared to $94.8 million for 
the previous year. This developed even as the goods and services account 
~howed a surplus of $2.0 million compared to last year's deficit of $65.9 
million. On the other hand, the net inflow of official grants and long- 
term capital was drastically reduced by almost fifty per cent due to 
smaller availmenta on private and official long-term loans. Moreover, 
net availments on foreign loans by the Central Bank including drawings 
from the IMF amounted to only $25.3 million compared to $83.6 million 
last jear. 

The international reserve movement during 1971 was characterized 
by mixed trends, closely reflecting developments in foreign exchange 
transactions (exclusive of Central Bank foreign loan transactions) and 
in availments and payments on Central Bank foreign loan transactions) 
and in availments and payments on Central Bank foreign borrowings. 
For the first three months of the year, the reserve dropped to $197.7 
million (the lowest registered during the year) in spite of an over-all 
surplus of $13.9 million in foreign exchange transactions as net pay- 
ments of $29.4 million were made on Central Bank foreign loans. The 
reserve then rose to $220.8 million by the end of the second quarter or  
an increase of $23.1 million from the end of March level. This was 
brought about by an over-all surplus of $11.4 million in foreign exchange 
transactions due solely to the favorable trade balance of $11.0 million as 
invisible receipts evened out disbursements, and to net availments of 
$11.7 million on foreign loans by the Central Bank. Developments in the 
international economy during the third quarter had a depressing effect 
particularly on export earnings, as a result of which, foreign exchange 
transactions showed an over-all deficit of $16.5 million. To finance this 
deficit, the Central Bank availed itself of $16.9 million in foreign bor- 
rowings, thereby increasing the reserve by a slight $0.4 million to $221.2 
million as of the end of September. The deterioration in foreign ex- 
change transactions continued through the fourth quarter with the deficit 
however narrowing down to $3.2 million. Central Bank net availments 
on foreign loans amounted to $26.1 million for the period, thus boosting 
the international reserve by $23.0 million to $244.2 million as of Decem- 
ber 31, 1971. 

The Central Bank reserve which was $251.0 million as of the end 
of 1970, increased sharply to $375.5 million by the end of 1971. Except 
for accrued interest on time deposits, all holdings of the Central Bank 
were at comparatively higher levels than in the previou~l year. Gold 
holdings of the Central Bank increased by $10.6 million as purchases of 
newly-mined gold were up by the same amount. Deposits with U.S. 
depositories rose to $169.4 million or by $26.6 million and those with 
other foreign depositories, by $84.6 million. These increases were large- 



ly due to the foreign currency deposits of commercial banks held in trust 
with the Central Bank of $63.9 million which were started in April 
1971. Foreign currency holdings amounted to $6.4 million, up from 
$1.1 million last year. 

Offsetting the improvement in the Central Bank reserve was the 
negative net foreign exchange position of commercial banks which in- 
creased to $131.3 million as of end-1971 from $37.7 million at the be- 
ginning of the year. Gross foreign exchange holdings of commercial 
banks which were $125.3 million as of December 31, 1970 rose to $148.5 
million. This was however completely negated by the increased in com- 
mercial banks' foreign liabilities of $116.8 million to $279.8 million aB 
of the end of 1971, reflecting the increased utilization of dollar-peso 
swap transactions with the Central Bank during the year (see Tables 
4.8 and 4.9). 

&able 4.8 - INTERNATIONAL RESERVE 
December 31, 1949-1911 

(Million U.S. Dollars) 

.-.... . 

International Net Foreign 
Reserve 

End of Period of the 1 Central Bank 
..... ....... --, 

1949 . . . . . . . . . . . . . . . . . . . . . .  230.70 29.39 260.09 
1960 . . . . . . . . . . . . . . . . . . . . . .  295.61 60.30 365.91 
1961 . . . . . . . . . . . . . . . . . . . . . .  244.42 59.46 303.87 
1952 . . . . . . . . . . . . . . . . . . . . . .  236.06 69.82 306.88 
1953 . . . . . . . . . . . . . . . . . . . . . .  240.38 66.60 295.98 
1964 . . . . . . . . . . . . . . . . . . . . . .  207.49 65.20 272.69 
1956 . . . . . . . . . . . . . . . . . . . . . .  154.91 54.30 209.21 
1966 . . . . . . . . . . . . . . . . . . . . . .  161.01 63.68 224.69 
1967 . . . . . . . . . . . . . . . . . . . . . .  70.86 69.17 140.03 
1968 . . . . . . . . . . . . . . . . . . . . . .  91.60 53,70 146.30 
1959 . . . . . . . . . . . . . . . . . . . . . .  89.99 72.91 162.90 
1960 . . . . . . . . . . . . . . . . . . . . . .  120.05 72.01 192.06 
1961 . . . . . . . . . . . . . . . . . . . . .  44.07 69.27 103.34 
1962 . . . . . . . . . . . . . . . . . . . . . .  76.00 66.84 140.84 
1963 . . . . . . . . . . . . . . . . . . . . . .  109.46 38.00 147.46 
1964 . . . . . . . . . . . . . . . . . . . . . .  123.28 ( 8484) 38.44 
1966 . . . . . . . . . . . . . . . . . . . . . .  188.50 ( 96.88) 91.62 
1966r . . . . . . . . . . . . . . . - - - . . .  166.09 ( 21.27) 144.82 
1967r . . . . . . . . . . . . . . . . . . . . . .  179.77 34.21 213.98 
1968r . . . . . . . . . . . . . . . . . . . . . .  161,40 26.17 187.67 
1969r . . . . . . . . . . . . . . . . . . . . . .  120,66 ( 2.26) 118.40 
1970r . . . . . . . . . . . . . . . . . . . . . .  260.96 ( 37.74) 213.22 
1971 . . . . . . . . . . . . . . . . . . . . . .  367.46 (131.31) 244.14 

Exchn~lga Holil- 
irigs of Commer- 

cia1 Banks 

T o t a l  



'&%k,l 
INT ERNATONAL RESERVE 

December 31,1949-'71 

Chart 14 

Table 4.9 - FOREIGN EXCHANGE RECEIPTS AND 
DISBURSEMENTS, 1970 and 1971 

(Million U.S. Dollars) 
-- ., . ". . ---- - 

I t e m  - 1971 I ---- I 
. 

1970 

Merchandise Trade 

Exports . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,118.2 1,049.9 -.- 
Imports ............................... -1,153.6 - 1,032.1 

Trade Balance . . . . . . . . . . . . . . . . . . . . . .  - 35.3 17.8 

Receipts 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  682.3 579.0 
Disbursenlents . . . . . . . . . . . . . . . . . . . . . . . . . .  -643.7 - 583.8 

.- 

Illvisible Balance . . . . . . . . . . . . . . . . . . . .  + 98.6 - 4.8 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  Surplus (Deficit) + 5.6 11.2 

Cent.ra1 Bank Foreign Loans . . . . . . . . . . . . . . . .  + 25.3 - - 83.6 -- 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  lvailments 253.2 207.5 

Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  227.9 123.9 

T~~crease in International Reserve . . . . . . . . . . . . .  30.9 
.- . 94.8 

- "-- --- 

I Excluding transactions pertaining to Central Bank foreign loans. 
2 Includes gold and U.S. Government Expenditures. 
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Exchange rates for other authorized currencies (Canadian dollar, 
pound sterling, Swiss franc, West Germany's Deutsche mark, Italian 
lira, Netherlands guilder, French franc and Japanese yen) are based on 
the spot buying and selling rates in New York for the currency concerned 
a t  the close of the day prior to the actual purchase in Manila or on 
the Central Bank's current spot buying and selling rates for the U.S. 
dollar. 

Exchange regulations are administered by the Central Bank which 
issues circulars and memoranda to authorized agent banks on the basis 
of policy decisions adopted by the Monetary Board. 

2. Peso Exchange Rates at Home and Abroad 

a. .Spot rates in Manila 

The exchange rate of the peso vis-a-vis the U.S. dollar, which had 
remained stable a t  F6.435 (interbank), P6.402 (buying) and P6.484 (sell- 
ing) since October 1970 to July 1971, exhibited slight fluctuations during 
the latter part  of 1971. These changes reflected the uncertainties in 
the international money market brought about by the weakening of the 
U.S. dollar in relation to other major currencies. 

The interbank rate dropped to P6.424 in August and slid further 
to P6.412 in September. For October and November, however, it staged 
a recovery rising to W.433 and returned to F6.436 by the end of the 
year. Similarly, buying and selling rates fell to P6.391 and P6.473, re- 
spectively, for August and for September, to P6.379 and P6.460, respec- 
tively. Recoveries were likewise registered for October and November 
with the buying rate up at P6'.400 and the selling rate a t  P6.482, rising 
further to P6.402 and P6.484, respectively, by December 1971. 

On the whole, in spite of these movements, the buying rate still re- 
mained P0.03 below the interbank rate while the selling rate which 
had been P0.049 above the interbank rate from October 1970 to August 
dropped to P0.048 in September but rose back to t0.049 for the rest of 
the year. 

b. The Peso in the Hong Kong Market 

The peso in the Hong Kong market which had exhibited erratic 
movements during the previous year experienced even more pronounced 
fluctuations for 1971, reflecting not only developments in the foreign 
exchange market in Manila, but also the effects on the peso of uncer- 
tainties in the international money market. 

The tel~graphic transfer and note cross-rates of the Philippines 
and the U.S. dollar which averaged P6.557 and P6.519, respectively, in 
1970 rose to an average of 16.974 and 86.967 for 1971. From January 



to June 1971, the T&T rate averaged W.063, but fell steadily hitting a 
low of F6.875 by September. A mild recovery boosted the rate to P6,879 
in October and R.887 for November, but by December plunged to a new 
low of R.836. Similarly, the note cross-rates averaged F7.047 for the 
first six months of the year, dropped to P6.954 in July and to 86.870 and 
16.850 for August and September. By October, the rate rose to P6.861 
and F6.870 in November, but dropped to P6.808 by December. 

From an average of F.928 for HK $1.00 in 1970, the peso deteriorated 
further in 1971 to an average of P.854 registering a high of P.869 for 
August and a low of P.842 in December. 

c. Interbank Foreign Exchange Tramactions 

The Foreign Exchange Trading Floor (FOREX) which had been 
inactive since September of 1970, with interbank trading taking place 
directly between banks, was reactivated in late July 1971. As such, 
the Central Bank, which had refrained from intervention in the foreign 
exchange market since October 1970, resumed its operations through au- 
thorized agent banks in August of this year. Total sales of the Central 
Bank from August to December 1971 aggregated $23.6 million. Generally, 
the Central Bank (or an agent bank acting on its behalf) stood ready to 
provide exchange a t  the current rate to maintain the stability of the 
exchange rate. 



V. PRODUCTION 

A. OVER-ALL REVIEW 

In 1971, the performance of the major sectors of production varied 
widely with agriculture generally showing signs of stagnation, mining 
output continuing to grow but a t  a slower pace and manufacturing con- 
siderably improving its 1970 growth record. According to the index of 
the physical volume of production (1955 = loo) ,  agricultural output re- 
mained unchanged a t  178.7, while in crop year 1969-70 agricultural 
output expanded by 6.1. per cent. Mining output, which rose by 11.8 per 
cent in 1971, lagged behind the 16.6 per cent growth rate of 1970. The 
production of manufactures moved ahead with a 7.1 per cent expanr~ion 
after rising by only 0.1 per cent in 1970. 

The factors which contributed to the downtrend in some production 
sectors in 1971 included the extensive crop damage caused by destructive 
typhoons and plant infestations, social unrest in certain areas, rising 
costs, tight credit: and uncertainties in the external markets emanating 
from the prolonged dock strikes in the U.S. coasts and the realignment 
of major world currencies. On the other hand, the general improvement 
in the country's capability to import input requirements and the positive 
response of industries to the changing price structure, t ax  concessions 
and other government incentives boosted production in certain areas 
particularly in non-durable manufactures. 

Keeping pace with industrial activity, the production and sales of 
electric powcr went up although construction activity remained essentially 
depressed. Real estate transactions showed signs of arresting the down- 
trend in sales while international shipping movements continued to be 
~luggish (see Table 5.1). 



Table 6.1 - INDEX O F  THE PHYSICAL VOLUME OF PRODUCTION 

Crop Years 1969-1971 

. . , .. - .- -- ..... 
I t e m  / 1969 1970 1 19'71. Per Cent Change 

-.--" . . 1 1970 1 19'71 . . .  .- . - . . .  . . . . . .  

Food crops . . . . . . . . . . . .  160.2 172.4 174.9 7.6 1.4 

Export crops . . . . . . . . . .  188.5 194.2 187.9 3.0 - 3.2 

Gold . . . . . . . . . . . . . . . . . .  136.3 143.8 152.4 5.5 6.0 

Base metals . . . . . . . . . .  309.8 373.1 423.9 20.4 1:j.C 

SOURCES O F  BASIC DATA: Cooperating government amnciea B private firma. 
1 Crop year (July 1-June 30). 
2 Calendar year. 
a January to September. 
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R. AGRICULTURE 

The performance of this ~ e c t o r  during the crop year ending June, 1971 
fell below expectations aa domestic food crops rose by only 1.4 per cent 
and export crop harvests dropped by 3.2 per cent. In crop year 1969-70, 
both food crop and export crop output expanded by 7.6 per cent and 3.0 
per cent, respectively. 

1. Domestic food crops 

In spite of the use of modern techniques of planting and seeds of 
high-yielding varieties, rice production increased by a mere 2.1 per cent 
during crop year 1970-71, as compared to  the 17.7 per cent growth ex- 
perienced in crop year 1.969-70. The failure to cope with the deadly 
"tungro" palay plant disease and the  inability of farmers in some parts 
of the country to cultivate their farms due to poor peace and order 
conditions contributed to their inability to maintain the previous year's 
rate of growth in rice production. Corn, beans and vegetables, coffee, 
cacao and root crops suffered a slump in output. However, this year's 
production of fruits, nuts and peanuts increased though a t  lower rates 
than in the previous crop year. 

The Philippines broke the million metric ton mark in its fish catch 
during 1971, making her the 14th largest fish-producing country in the 
world and the 4th largest in Asia, behind Japan, India and Indonesia1. 
The increase from laat year's catch of almost 10 per cent was the result 
of extensive development of inland fishing and cultivation of rivers, lakes, 
fishponds and other fresh water bodies as  well as the technical assistance 
; ~ n d  advisory services rendered by the Philippine Fisheries Commission. 

Low harvests of rice resulted in less rice bran, a by-product used as 
feed for pigs and poultry. Unable to procure high-priced imported feeds, 
hog and poultry raisers could not also expand production. Meat and 
poultry products registered the same production level as in the previous 
year. 
.- ~ -- 

1 SOURCE: Philippine Fiaherie~ Commission. 



Table 5.2 - PRODUCTION O F  FOOD CROPS 
Crop Years1 1969-1971 

(Thousand Metric Tons) 
- -- .. . . . 

Product I 1969 / 1910 1 1911. 
% Change 1 1910 1 1871 

Rice (rough . . . . . . . . . . . . . . . .  4,444.7 5,233.4 5,342.9 17.7 2.1 

. . . . . . . . . . . . . .  Corn (Shelled) 1.,792.8 2,008.2 2,005.0 16.9 -2.1 

Beans and vegetables . . . . . .  269.2 328.8 323.5 22.1 -1.6 

Coffee and cacao . . . . . . . . . .  48.6 53.3 53.1 9.7 -0.4 

Fiuits and nuts . . . . . . . . . .  1,447.9 1,640.2 1.,725.9 19.3 6.2 

Peanuts (unshelled) . . . . . . . .  14.9 1.7.4 18.9 16.8 8.6 

Itnot crops . . . . . . . . . . . . . . . .  1,338.1 1,316.8 1,220.8 - 1.6 --7.3 

Meat and poultry products" . . 276.5 246.6 246.6 -10.8 0.0 

Fish2 ...................... 940.8 988.9 1,0&5.9 6.1 9.8 

SOURCES O F  BASIC DATA : Bureau of Agricultural Economics; Philippine 
Fisheries Cornmisaion. 

1 Crop Year (July 1-Juna 20).  
2 Calendar year. 
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2. Major Export Crops 

Unlike crop year 1969-70 when only logs and lumber production 
declined, the period under review saw output in almost all major tra- 
ditional export crops fall below their 1970 levels. Only centrifugal 
sugar production increased by 6.4 per cent which was still below the 
20.7 per cent expansion of the previous year. Although copra production 
slackened for the most part  of crop year 1970-71 to register a 5.0 per 
cent reduction for the period, the industry showed signs of picking up 
during the latter part  of 1971, allowing export shipments to expand con- 
siderably.' Unmanufactured abaca dropped by 14.5 per cent and leaf to- 
bacco by 8.8 per cent. Logs and lumber production sank further by 3.0 
per cent and 38.6 per cent, respectively, with the continued implementa- 
tioh of restrictive regulations on logs exports, the declining log market 
in Japan and the emergence of Indonesia as a major log producer-exporter 
country. 

With the operation of two new sugar centrals in the Visayas, and in- 
creased acreage planted to sugar cane in 1971, production exceeded the 
2 million metric ton mark, thus achieving a 6.4 per cent increase over 
last year's production. 

The 1971 production of abaca fell back by 14.5 per cent, thus ap- 
proximating its 1969 level. Leaf tobacco production likewise declined by 
8.8 per cent after improving by 7.7 per cent in 1969-70 (see Table 5.3). 

- 

1 Baaed on PHILCUA figures, copra production increased by roughly 31.6 
per cent in calendar year 1971 over 1970. 

Table G.:3 PK0L)UCTION OF' MAJOR EXPORT CROPS 
Crop Years1 1969-1971 

(Thousand Metric Tons) 

Product 

Copra . . . . . . . . . . . . . . . . . . .  1,515.5 1.,656.2 1,574.1 9.3 5.0 

Sugar, centrifugal . . . . . . . .  1,596.1 3,926.6 2,050.8 20.7 6.4 

. . . . . . . . . . . .  Tobacco, leaf 56.8 61.2 55.8 ,- 1 . 4  r" - 8 . 8  

. . . . . .  Logs (million hd, ft.) 4,911.5 4,665.9 4,528.1 - 5.0 - 3.0 

Idumber (million bd. It.) . . 621.0 568.4 348.9 - 8.5 -38.6 

SOURCES O F  BASlC DATA: Bureau of -4gricultural Economics; Bureau of 
Forestry; Philippine Coconut Sdminlstration and Sugar Quota Administration. 
1 Crop year (July 1-June 30). 
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CI. MANUFACTURING 

The 7.1 per cent growth of manufacturing output in 1971 (first 
nine months) resulted solely from the 9.8 per cent expansion in non- 
durable manufactures which in 1970 advanced by only 1.7 per cent. The 
manufacture of durable goods on the other hand which contracted by 
5.9 per cent in 1970 slumped further by 4.3 per cent in 1971. 

In the non-durable goods category, comprising 83 per cent of the 
index, six commodity groups exhibited a reversal of the downtrend they 
showed last year. These industries were textiles, 18.2 per cent; food 
products, 11.4 per cent; rubber products, 11.8 per cent; tobacco products, 
1.9 per cent; and miscellaneous manufactures which included, among 
others, the manufacture of ice, kapok and sporting goods, 30.4 per cent. 
Showing an acceleration in growth were beverages from 7.5 per cent to 
14.0 per cent and chemicals from 8.6 per cent to 14.4 per cent. Conti- 
nuing growth a t  a decelerated pace were miscellaneous petroleum and coal 
products, from 6.6 per cent to 3.8 per cent and footwear and wearing 
apparel from 34.8 per cent to 0.8 per cent. On the other end, industries 
which declined after  expanding last year were printing, publishing and 
allied industries from 33.8 per cent to minus 18.4 per cent and leather 
products from 22.4 per cent to  minus 7.2 per cent. Paper products manu- 
facture continued to decline further by 8.3 per cent after the 9.4 per cent 
rontraction of the previous year. 

In the durable manufactures category, only the manufacture of non- 
electrical machinery and of metal products succeeded in reversing the 
downtrend set in the previous year. With rising costs of production, 



credit restrictions, keener competition, consumer resistance and other mar- 
ket uncertainties, the others failed to top their 1970 output levels. Speci- 
fically, the wood and cork industries declined by 17.0 per cent, furniture 
and fixtures by 4.6 per cent, non-metallic products by 5.6 per cent and 
electrical machinery by 4.1 per cent. Continued limitation of imported 
raw materials for car assembly plants was reflected in the further decline 
in the manufacture of transport equipment by 19.9 per cent. In contrast, 
non-electrical machinery which had taken a downward trend since 1968, 
made a marked improvement and registered a 77.6 per cent increase in 
production in 1971. The metal products group, likewise, increased pro- 
duction by airnost 10 per cent in 1971 after  suffering a 16.3 per cent 
slump in 1970 (see Table 5.4). 

Table 5.4 - INDEX O F  THE PHYSICAI, 
VOIAUME O F  MANUFACTURING PRODUCTION 

January-September, 1969-1971 

(1955 = 100) 
-- - .... .............. . .- - 

January-Septamber '?;, C h a n ~ c  ...... I t e m  -- / 1969 1 1970 ( 10711) 1 1970 I 1911 
- -- .... . . .  ... 

Non-Durable Pulanufactul.en . . . . . . . . . .  246.9 251.0 275.5 1.7 9.8 

Food products, except beverages . . . . . .  
Revcrages . . . . . . . . . . . . . . . . . . . . . . . . . .  
r 1 . . . . . . . . . . . . . . . . . . . .  lobacco products 
Textiles1 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . .  Footwear and wearing apparel 
I'aper products . . . . . . . . . . . . . . . . . . . . . .  
Printing publishjng a11d allied industries 

. . . .  1,eather products, caxcrpt -footwear 
Rubber products2 . . . . . . . . . . . . . . . . . . . .  
C:hemical@ . . . . . . . . . . . . . . . . . . . . . . . . . .  
Xliscellalieous petroleum allcl coal 

products . . . . . . . . . . . . . . . . . . . . . . . . . .  
Miscellaneous no~~-durahle rnmufactul~eu 

Durable Mniiufactureh . . . . . . . . . . . . . . . .  307.4 289.1 276.8 - 5.9 -. 4 .., " 
Wood and cork, except 1ui:niture and 

fixtures . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . .  I~ ' u r l~ i l u r e  ancl I'ixturrs 

. . . . . . . . . . . . . . . .  Non-mtstallic products 
. . . .  Metal products except machinery 

. . . . . . . . . .  Machinery except clcc,t~-ical 
Electrical machinery, apparatus, ap- 

pliances ant1 supplies . . . . . . . . . . . . - .  
. . . . . . . . . . . . . . . .  '1'1 ailsport cquiprnet~t 

. . . .  Miscellaneous durable manufactures 

SOURCES O F  BASIC DATA:Cooperating government agencies and private firms. 
I Includes floor coverings. 
3 Includes lubber shoes. 
3 Includes fertilizers. 



1). MINING 

Mineral production for 1971 surpassed that  of 19'70 by 11.8 per 
cent, with all metals, except chromite ore, registeringincreases. Gold 
improved by 6.0 per cent and silver, by 12.2 per cent. In the base metal 
group, iron ore increased by 10.5 per cent; copper (metal), 17.6 per cent; 
manganese ore, 4.7 per cent; zinc (metal), 21.4 per cent and quicksilver, 
8.0 per cent. The 24.2 per cent decline in chromite ore production may be 
attributed partly to the labor strikes in the United States which affected 
ports of entry for Philippine chromite exports and partly in the case of 
European expomrts, by the difficulty of transit through the Suez Canal 
due to the undecided Middle East  situation. 

Lead waa not produced at all during 1971 due to the temporary aus- 
pension of operations of the only lead-producing company in July 1970. 

On the other hand, all groups in the nonmetallic category reported 
increased output, with coal and salt production increasing by 10 per cent 
and 8 per cent, respectively. Both the sand and gravel and silica groups 
raised output by 5 per cent each (see Table 5.5) 

Td)la 5.5 -- MINING PRODUCTION 

.... ...... ..... . . . . . .  .. . - -. -. 

I t e m  ( Unit ) 1969 1 1870 I 1971. i - s ~ o ~ ~ ! f ~ 7 i  
Measure 

. -- 

Gold . . . . . . . . . . . . . . .  Fine ouncc 571,145 602,715 638,680 5.5 6.0 

Silver . . . . . . . . . . . . . . .  ' " 1,561,312 1,701,899 1,909,540 9.0 12.2 

Rase Metals 

Tyoi~ oyc . . . . . . . . . . .  'Metyic to11 1,561,166 1,869,877 2,066,840 19.8 10.6 
Chromite ore 9 469,431 566,443 429,470 20.7 - -  - 24.2 . . .  
Copper (metal) . . .  " 181,426 160,296 188,520 22.0 17.6 
Manganese ore . . 20,002 4,901 6,183 -75.5 4.7 
Lead (metal) . . . . .  " C7 14 -- -79.1 - 
Zinc (metal) 9 3,286 3,191 3,87i 2.9 21.4 . . . . . . .  
Quicksilver (metal) Flask 3,478 4,647 5,021 33.6 8.0 

Coal . . . . . . . . . . . . .  Metric ton 53,341 42,401 46,641 -20.5 10.0 
Sand & gravel . . . .  Cubic meter 4,307,832 4,619,123 4,850,079 7.2 5.0 
Salt . . . . . . . . . . . . .  Cavan 4,623,740 4,206,120 4,642,600 - 9 . 0  8.0 
Silica . . . . . . . . . . . .  Metric ton 637,816 684,614 718,845 7.3 6.0 

SOURCE OF BASIC DATA: Bureau of Minea 



E. CONSTRUCTION 

With rising costs and financing difficulties still dogging the in- 
dustry, private construction activity in Manila, its suburbs and other 
chartered cities registered a general decline of 6.4 per cent in the number 
of new units but a 5.5 per cent rise in their value. The increase in the 
value of new units which may be attributable partly to higher material 
costs was traceable mostly to construction activity in the suburbs of 
Manila which rose 23.6 per cent while decreases of 18.6 per cent and 7.5 
per cent were registered in Manila itself and other chartered cities, 
respectively. Residential construction in Manila and suburbs accounted 
for the increase which was partly offset by the decline in non-residential 
construction and additions, alterations and repairs. 

According to data on permit valuations of private building construc- 
tion in Manila, the 18.6 per cent decline was due to the 29.4 per cent 
contractiorl in non-residential construction particularly of commercial 
and industrial ones and to the 42.0 per cent drop in additions, alterations 
and repairs. On the other hand, residential construction rose by 41.4 
per cent as well as institutional (8.1 per cent) and other buildings (23.8 
per cent) (see Tables 5.6 and 5.7). 

F. IiEAL ESTATE 

In 1971, real estate transactions in the cities and suburbs registered 
over-all increases, which contrasted with the slump in 1970. The im- 
provement may be attributed to both higher real estate values and in- 
creased selling activity. The values of sale and mortgage transactions 
for 1971 in Manila which amounted to 8458 million and P656 million, 
respectively, were 23.3 per cent and 18.1 per cent higher than the car- 
responding figures in 1970. The number of sale transactions increased 
by 5.4 per cent while mortgage deals registered a decline of 2.5 per cent. 
Real estate transactions in the suburbs of Manila registered a 20.2 per 
cent increase in sales and a decline of 7.5 per cent in mortgage deals 
with the number of transactions for both categories down (,see Table 
6.8). 



Table 5.6 - NEW f RIVATE CONSTRUCTION ACTIVITIES I N  MANILA, MAKIL.4  S U C U H R S  
AND CHARTERED CITIES IN THE PHILIPPINES: 

1 9 6 9 - 1 9 7 1  

(Value in Million Pesos) 
-- -. - - - - - -- - -- -- -- --- - 

I T O T A L  I Per Cent Change 
L o c a t i o n  

- - - - - -- - ' 1 9 6 9  1 9 7 0  i 1 9 7 1  1 9 7 0  1 9 7 1  !- -- / Number 1 Vaine I h ' u ~ b - ~ - ]  Number 1 Number I Value [ Xurnber I Value 
-- -- 

M a n i l a  . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,780 98.9 2,492 5 2,123 159.6 - 10.4 - 13.5 - 14.8 - 18.6 
rn 

. . . . . . . . . . . . . . . . . . . . .  Manila Suburbs1 6,077 223.2 5,171 206.2 5,075 251.9 - 14.9 - 7.6 - 1.9 23.6 
U 

. . . . . . . . . . . . . . .  Other Chartered Cities2 9,398 150.6 8,000 129.6 7,460 119.9 - 13.9 - 13.9 - 6.6 - '7.5 
- - -. -- - -- - - - - - -. - .- 

I R E S I D E N T I A L  I Per Cent change 1 9 ' i l - i  
L o c a t i o n  1 1 9 6 9  ! 1 9 7 0  1 1 9 i O  I 1 9  7 1 

1 TimberVaiue 1 xu= Value I Number 1 Value Number Value Number 1 Value 
- . - . - - - - - - - -- -- - - 

T O T A L  . . . . . . . . . . . . . . . . . . . .  10,739 223.1 8,939 189.3 8,905 225.8 -16 .8  --15.2 - 0.4 
-- -- - -. 19.3 - 

h I a n i l a  . . . . . . . . . . . . . . . . . . . . . . . . . . .  735 25.2 505 16.2 565 22.9 - 31.3 - 36.0 11.3 12.4 

............... Other Chartered Citi& 6.150 75.6 5,058 60.1 4,885 64.2 - 1 . 8  - 2 0 . 5  - 3.4 6.8 



Table 5.6 - NEW PRIVATE; COXSTRUCTION ACTIVITIES I N  bIIANIL.4, bIAXIL,A SUBURBS 
AN13 CHARTERED C.lTlES I N  THE PHILIPPINES, (Concluded) 

(Value in Million Pesos) 
- - - - - - - - 

I I i O N - R E  S I D E N T I A L  I Per Cent Change 
..- - - - - - - - - - - - - 

L o c a t i o n  1 9  6 9 1 9  7 O ! 1 9 7 1  
, - -- - - . - -- -. - I -_ - _ - - -- - 

1 9 7 1  1 1 9 7 0  
-- - - -  ; Number  I Value , Sumher I J'alue 1 ~ u & b &  1 Value 1 Sumber  V a k e  

-. - - - - - . . . .  .. .- .. -.. . . .  

T O T A L  

31 a n i l a  . . . . . . . . . . . . . . . . . . . . . . . . . . .  331 59.9 334 51.7 151 36.5 0.9 - 12.7 - 45.3 - 29.4 

. . . . . . . . . . . . . . . . . . . . .  Manila Suburbs1 653 83.2 409 72.8 603 93.8 - 26.0 - 12.5 23.0 28.8 
n 

Other Chartered Cities! . . . . . . . . . . . . . . .  1,636 68.3 1,250 62.0 1,178 19.6 -21.8 - 9.2 - 8.0 -20.2 
u 

. - - - . - . - - - .- 

ADDITIOK, ALTERdTION -AND EEPSIR Per Cent C h a ~ g e  
-. - - - -. - - - - . - - - . - -. - 

L o c a t i o n  1 9 6 9  1 1 9 7 0  i 1 9 7 1  1 1 9 7 0  - . - - - - - . - - - - - - ; -. -- ---, _ _ ---_I  - -  1 9  7 - 1 - - 
1 Number j Value ; Xumber . Vnlue &umber 1 1:alue i Number I Value i Surnher I Value 

. - -. - - - -- .- - -- . - 

. . . . . . . . . . . . . . . . . . . . .  Manila Su?)ur i~s i  1,670 17.8 1.286 20.4 1,114 22.5 -17.9 14.6 - 19.6 5.8 

. . . . . . . . . . . . . . .  0 t h ~ ~  C h a r t ~ r ~ d  Ci t i es  1,612 6.7 1,662 5.4 1,237 C.2 2.1 1 .  - 15.9 - 16.2 

SOURCES O F  BASIC D A T A :  Bureau of the Census and Sta t i s t~cs  and Department of Engineering and Public Works, City Engineer's 
Office, Manila. 

1 Coniposed of the cities of Caloocan, Qurzon and Pasay and the n~unicipalities of Makati, hlandaluyong, San Jnan and Pa~.aiiayue. 
2 Composed of 32 selected cities located throughout t h e  co untrq 



Table 5.7 - PERMIT V-ALUATION O F  PRIVATE BUILDIKG CONSTRUCTION 
BY TYPE OF COSSTRUCTION IN THE CITY OF MANILA 

(Value in Million Pesos) 
- . - - - - - - - - - - - - - - - - - - 

i 1 9 6 9  1 ' 3 7 1 )  1 9 7 1  Per Cent Change 
i Type of Construction 1 -  -- - - - - - - - - - - . . - - - 1 Xurnher 1 T a h r  G , value Number I Value 

- - - - - - - - - - - - - - - - .-.... - ....... . - . . . . . . . . .  - . ..... - 

. . . . . . . . . . . . . . . . . . . .  T O T - A L  9,760- 98.9 9,482 83.5 2.128 - -  - , 6% - 10.4 - 13.5 - 14.8 - 18.6 
- - Residential -.,- . . . . . . . . . . . . . . . . . . . . . . . . . .  1 .,:1 25.: :  .50.5 16.2 5 62 21.3 - 36.0 11.3 41.1 

, .- 
22.9 - 

.- 
00 

Non-Residential . . . . . . . . . . . . . . . . . . . . . .  :;::I 59.9 - -  - :::;-I 51.7 IS1 36.5 . -  - - 0.9 - 13.7 - 45.8 - 29.1 

Commercial . . . . . . . . . . . . . . . . . . .  .... "22 3j.6 181 35.2 92 24.6 - 18.5 - 1.1 - 49.2 - ;:0.1 

. . . . . . .  Industrial and Public U t i l i t ~ l  16 - I .  1 13 6.9 1.3 18.8 5r;.8 - i : .  - 51.3 7 

Institutional? . . . . . . . . . . . . . . . . . .  26 1 G . - l  -., 7.4 1'7 8.0 - I .  - 5 1 - 2G.1 8.1 .,., 

Addition, Alteration and Repair . . . . . .  1 1  - - 13.7 P 1,658 - 17.6 - 1,380 - - -. 10.2 - -- - 3.6 "5. - 16.3 - 42.0 
.. . . .  . 

SOURCE OF BASIC DATA : Department of Engineering and Public Wo~ks.  'ity Engineer's Office, Manila. 
1 Inclusive of factories, warehouses and plants. 
Unclusive of recreational, social, educational, charitable, religious, medical an2 othcr sil3iIsr institutions. 
3 Inclusive of buildings not classified elsewhere. 



Table 53 - REAL E;ST.%TE SALES -4ND MORTGAGES I N  MAYILA, OTHLR CITIES I K D  SUBURBS 
/ 

.A- 

l g g g - l : , l y l  

(Vnlue  ill Million P i - a u ~ .  j 

Sales Mortgages 1 Snies I Xortgages ; Sales I Kumber / Value I Number! Value 1 Number 1 Value I Number 1 Value / Number I Valve Number! Value I- 
. . . . . . . . . . . . . . . . . . . .  n TOTAL 8,718 378.7 9.236 956.0 8,612 371.4 7,873 555.1.-9,081 457.9 7,673 655.4 

Q) 
___ ___ -.---- - - - - - - ' I -  

W 

Cities . . . . . . . . . . . . . . . . . . . . . . . . . .  7,591 288.6 7,623 697.5 7,177 252.1 6,512 435.5 7,920 314.5 6,744 544.8 - L _ - - - - - - - _ -  , -  

. . . . . . . . . . . . . . . . . . . . .  Manila 2,201 86.6 2,344 390.9 1,976 82.6 1,955 114.0 2,410 106.2 1,899 145.0 

Other Cities1 . . . . . . . . . . . . . . .  5.387 202.0 5,2S'i 306.6 5,201 169.5 4,557 321.5 5,510 208.3 4,845 399.8 



Table 5.8 -REAL EST.ITE SALES .\NU 3IORTGIGES IK \ I1NILL1,  OTHER CITIES AND SUBURBS (Concluded) 

1 9 6 9 - 1 9 7 1  

(Value in Million Pesos) 

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . , .  - 1.2 - 1.9 -1-1.8 -41.9 5.4 23.3 - 2.5 18.1 

P 

00 
bb Cities - 3.3 -12.1; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -1 4.7 -37.6 10.4 24.8 3.6 25.1 

Manila -10.5 - 4.G -16.6 -70.8 22.0 28.6 - 2.9 27.2 

Other Ciliesl . . . . . . . . . . . . . . . . . . . .  .. . - 3.4 -16.1 -13.8 4.9 5.9 22.9 - 6.8 -24.4 

SOURCL O F  EXSIC IISITA: Manila Guard of Reallurs. 
1 Caloofan City, Pasay City and Quezon Ciry. 
2 Makati, Malabon-Navotas, Mandaluyong, Parafiaque and San Juan 



G. PUBLIC UTILITIES 

In  19'71, electric power generated by the Manila Electric Company 
amounted to 5,289 million KWH, of which 4,834 nlillion KWH w a e  sold. 
Both power generation and sales rose a t  rates higher than those register- 
ed in 1970. The value of sales, however, which expanded by 26.5 per 
cent in 1970 mostly as a resull; of increased rates rose by only 20.0 per 
eelit in 19'71. 

Both residential and non-residential users of electric power increased 
their purchase8 in 1971 with nun-residential users accountiilg for roughly 
91 per cent or 264 million KWH of the 279 million KWH increase in sales. 
Of the 254 million KWH increase in non-residential sales, 176 million 
KWH were accounted for by industrial users, 61 million ICWH by com- 
mercial usem and 24 million KWH by those reselling power. The ~zumber 
of kilowittt hours solti for public street lighting, on the other hand, 
droppcd by 20.7 per cent (see Table 5.9). 

Internationnl shipping activity a t  the port of Manila in 1971 reg- 
istered n drop in net tonnage but an increase in the number of vessels 
entered and cleared. Thirty-one more vessels were entered in 1971 while 
87 more were c1e;ircd. The net tonnage of ve~sels entered, however, 
dropped by 3.3 per cent while those cleared declined by 2.1 per cent. The 
declines in net tonnages entered and cleared, however, were less than 
the 7.7 per cent and 5.8 per cent drops registered in 1970. The decline 
in net tonnages in 19'71 was accounted for mostly by Anlerican and Swed- 
ish bottoms whose activities might have been affected by the prolonged 
dock strikcs in the United States. 



Table 5.9 - PRODUCTION AND SALES OF ELECTRICITY 

1 9 6 9 - 1 9 7 1  

(Value in Thousand Pesos) 
- - -- - - - 

I 1 9 6 9  1 9 7 0  
Per Cent Change 

I t e m  1 9 7 1  1 1 9 7 0  I 1 9 7 1  

1 000 KWH j Value i 000 KWH I Value 1 000 KWH I Value I KWH Value I KWH I Value 

Production . . . . . . . . .  4,787,032 -- -.. > 5806,113, 5,289,029 4.6 5.7 

n 
Q1 
Q1 

Residential . . . . . . . 1,221,335 95,620 1,261,778 -- - . - 113,589 1,287,175 -- 128,705 3.3 18.8 2.0 13.3 

Non-Residential . . 3,151,210 168,203 3292,830 220,261 3,546,423 271,894 4.5 31.0 - P -- -- -- r .  r 23.4 

Commercial . . . . 1;299,418 85,235 1,371,482 100,647 1,432,765 132,250 5.5 29.8 4.5 19.8 

Industrial . . . . . . 1,633,989 12,138 1,708,241 96,771 1,883,890 124,436 4.5 ~ 1 . 1  10.5 28.6 

Public Street2 . . 36,839 3,199 36,253 0,660 28,764 2,963 -1.6 - 4 -23.7 -19.2 

Sale for resale . . 180,964 7,031 176,854 9,17b 201,001 11,973 - 2.: 30.5 12.7 30.5 

- 

SOURCE O F  BASIC DATA: Manila Electric Company. 



Table 5.10 - INTERNATIONAL SIXIPPING MOVEMEKT 
AT THE: PORT OF MANILA 

1 . 9 6 9 - 1 9 7 1  

(Net  Tonnage: In Thousand Metric Tons) 
- -. .- -- - 1 1969 1 1970 / Per Cent Change 
I t e m  1971 1 I970 1 1971- ...... , .- 

ENTERED: 

. . . . . . .  Number of vessel 2,264 2,224 2,2ii5 -5.9 1..4 

Net tonnage . . . . . . . . . . . . .  9,269.4 8,649.9 8,267.2 -7.7 -' I.,.o " 

CLE-4RED: 

. . . . . . .  of vessel 2,114 2,123 2,210 0.4 4.1 

Net tonnage . . . . . . . . . . . . .  8,254.0 7 . 7  7,616.7 -1.8 -2.1 

SOURCE OF BASlC DATA: Bureau of Customs. 



VI. PRICES 

A. OVER-ALL DEVELOPMENTS 

The continuing and more rapid rise in prices was perhaps the most 
unfavorable development iiz the Philippine economy in 1971, particularly 
as sharp price increases wcre htavily reflected in basic food items. In 
Manila, average consumer prices during the year moved up by a full 19 
per cent, outpacing the ~ccor-d increase of i7.3 per cent in 1970 (see Table 
6.1). In  regions outside Manila, the consumer price index rose much 
more steeply by 24.5 per cent, grcatly exceeding the comparable figure of 
14.6 per cent in the prcvious year. Thus, the over-all r i s ~  in the cost 
of living for the whole country during 1971 became more excessive than 
the past year's: 23.1 per cent as against 15.3 per cent. 

Table 6.1 - PHILIPPINES: PER CENT CHANGES 
IN THE CONSUMER I'RlCE INDEX 

1971 over 1970 Avc~rtgrs  

.... -. . 

( Renl. 
and 

I'hilippines . . . . . . . . . . . . . . . .  

Manila . . . . . . . . . . . . . . . . . . . .  

R e ~ i o n s  Outside Mani1:i . . . .  

I. Ilocos . . . . . . . . . . . . . . . .  

11. Cagayxn . . . . . . . . . . . . . .  

111. Central Luzon . . . . . . . .  

IV. Southern Tagalo, . . . . . .  

V. Bicul . . . . . . . . . . . . . . . .  

VI. Westelm Visayas . . . . . .  

VII. Eastcrn Visaya:; . . . . . .  

VIII. Southu-eslern Xlillclarlao 

IX. Northeastern Mindanao 

.. -. ..... -. . . . . . - . . .  

Fuel, 1 i Miscella- 

The strong upsurge in consumer prices in 1'371 resulted in large 
part from climatic factors and other natural calamities ; partly from faulty 
distribution links; partly from autonomouv influences such as inflationary 
tendencies abroad, monopolistic action by oil-producing countries, uncer- 
tainties in the international nionetary scene; partly from economic meas- 
ures adopted during the year and nleasures taken earlier ; and partly from 
the myriad of individual and group price decisions of local producers and 
middlemen. 



Without doubt, natural calamities suffered during 1970 and 1971 were 
a key factor in the sharp run-up, in food price. The "tungro" infestation 
of high-yielding rice crops in many agricultural areas in Central Luzon 
and the resurgence of the r a t  menace in some others significantly cut 
back the production of rice, the country's chief cereal. In  addition, the 
unsettled conditions in Cotabato and Lanito also exacted their toll on the 
year's food harvest. The aeries of violent typhoons which hit the coun- 
t ry  likewise wrought severe damages, this time not only to pltrrit crops 
but also to fish beds and transport link-ups to markets. These factoi-s 
seriously hampered efforts to increase the  upp ply of and cnh:~~ice the avail- 
ability of more goods in the market to dampen price movementa. 

The pressure on the goods market as a result of the low level of 
production was dramatized by the movement in the price of rice, :L 

strategic price propagation factor. The price of rice soilred to as high 
as B.50  a ganta in Manila and P4.60 a ganta in the provinces from an 
average of f2.18 a ganta a year ago. The National Jiconomic Council 
subsequently certified to shortage, and some 450,000 metric tons of rice 
were imported to augment supply during the second half of the year. 
Thia move succeeded in arresting the run-away mover~ieiit of prices of 
commercial rice. Notwithstarldiny rice imports, however, the relative 
increase in the price of rice in Manila still amouritell to 24.4 p c ~  cent 
at the wholesale level and 30.6 per cent a t  the final consumer stage 
when compared to their respective levels in the preceding year. 

Another significant factor which served to lift prices up in 1971 
was the increase in the landed cost of imports, not only in terms of 
pesos as a result of the floating of the Philippine peso in 1970 and the 
hike in tariff duties on certain commodities by virtue of Executive 
Order 279 promulgated on January 11, 1971, but also in terms of the  ori- 
ginal cost in foreign currency of the imported merchandise t l~lc l  related 
freight fees, This was a natural consequence of infltltion abroad and the 
revaluation of currencies of key-country suppliers, the full impact of which 
would still be felt in future years. 

For the year in review, the rise in the prices of imported commodi- 
ties was a considerable 9.3 per cent over the level in 1970. Foodstuffs 
such as  butterfat and powdered and ~ k i n i  milk rose in price by a min- 
imum of 23 per cent a t  source. Raw materials und supplier& were similar- 
ly more expensive. The f.0.b. price of crude petroleum imports, for in- 
stance, welit up by 27.3 per cent, due mainly to a settlement reached on 
February 14, 1971 in Teheran between the Organ iz~ t io~ l  of Petroleum 
Exporting Countries (OPEC) and a group of over twenty international 
oil companies assuring the uninterrupted supply of crucle oil but at  mark- 
edly higher prices. 

On the home front, cost pressures such as the enactment of a new 
Minimum Wage Law, a hike of 30 per cent in freight rates granted 
local shipowners, the increaae in the price of gasoline and other petroleum 



products, the increase in the costs of borrowing, the rise in power ra te  
and insurance premiums, led to compensatory and sometimes aggressive 
price adjustments. 

Lastly, the state of uneasiness which existed during the pre-election 
campaign, the protracted conflict and disturbance in the South and even 
the expiration of the f irst  Price Control Law on June 30, 1971 without 
an immediate substitute arrangement to take i ts  place contributed to a 
general feeling of uncertainty and introduced unsettling effects in the 
clemand and supply conditions in the market. Specifically, supply prob- 
lems were aggravated by hoarding and artificial manipulation of stocks; 
while on the other hand, consumers especially those from the high and 
middle income groups heightened demand by purchasing considerably more 
than usual, thus, providing the opportunity to distributors to jack up prices 
further. 

Though no longer among the primary causal factors, the continuing 
increase in liquidity especially when viewed on top of the previous years' 
Increases, may have also played a supporting role in the inflationary 
11rocess. 

By mid-year, prices had risen to such high levels that  Congress 
speedily worked on a new price control measure which was signed into 
law on July 27, 1971. With effect until June 30, 1973, the new Price 
Control Law (Republic Act 6361) increased the coverage of items sub- 
ject to regulation1 and decreed that the maximum prices of prime commo- 
dities should not be higher than the June 30, 1971 levels establiahed by 
the old Price Council, unless modified by the new Council to be recon- 
stituted under the Act. In this connection, the law specified tha t  the 
new Price Control Council (PCC)  should hold hearings and fix price 
ceilings for basic commodities if their prices have increased or threatened 
to increase by 20 per cent or more over their prices on March 1, 1970, 
or if formal petitions for price increases are filed with it by the different 
industrial sectors. 

During the ensuing five months after i t  was revived, the Price 
Control Council set about to organize various hearing committees to de- 
termine the price ceilings for basic commodities. One of the f i rs t  to 
conduct extensive hearings was the committee for milk which succeeded 
in stabilizing the price of imported evaporated milk till year-end. Rice, 
however, engaged the attention of the PCC for much of the period, al- 
though without much success. The price ceiling fixed for rice was con- 
sidered "unrealistic" and rice stocks practically disappeared from the mar- 
ket. The maximum price set for rice was subsequently suspended, and 
the President imposed instead a minimum cost of F3 per ganta of rice. 

1 Thc Pollowing wcrr i;tlded to the originul sevcn categories: ( S e c  1970 
Ccntrxl Bank Annu:il Report) .  

11 Ailinla1 and poultry feeds and  veterinary supplies; 
b Motor vehicles and spare parts, tires, batteries, engines ant1 other machinery; 
c Household utensils, appliances and other machinery; 
d Footwear, including a11 components. 



House rentals were placed under control since June 17, 1970 when 
Republic Act 6126, the Rent Control Law, first went into effect. Upon 
its expiration about one year later Congress passed a rent  control bill 
which was approved by the President into law. The law which would 
be in effect for two years, July 15, 1971 to July 15, 1973, provided that  
rental rates of P300 or less a month should not be increased during the 
first  year of the effectivity of the Act, and that  for the next year there- 
after an increase of only ten (10) per cent on the rental would be allowed. 

In the stock market, prices sank to new bottom levels since five 
years ago. Thia was clue mainly to the price inflation in the goods mar- 
ket;  partly to the dilution of demand as a result of the proliferation ol' 
stocks listed in the two exchanges; in part  to the burden imposed by 
the stock transfer tax of two per cent on sales and also partly to the 
strong attraction held by high-yielding money-market inst!.urncnts during 
the latter part of the year. There were also reports of withdrawal of 
funds by overseas investors, particularly the Chinese. 

PER CENT CHANGES IN PRTCTS 
1 1971 over 1970 Average 

+ SO 

Chart  19 

B, CONSUMER PRICES 1N THE PHILIPPINES 

The most prominent feature of this year's price inflation was the 
steep run-up in food prices. The CPI  lor Manila registered a nearly 
24 per cent rise on the previous year while for regions outside Manila, 
the  record was 31.3 per cent (see TaMe 6.2). All regions suffered severely, 
but -most notably Northeastern and Southwestern Mindanao and the East- 
ern Visayas which posted more than 40 per cent advances in food prices. 
Leading price gainers were cereals, fish, vegetables and meat. 



Table 6.2 - PHILIPPINES: PER CENT CHANGES Ih- THE CONSUMER 
FOOn PRICE IhDEX 

1971 over 1970 Averages 

Fish . . . . . . . . . . . . . . . . . . . . . . .  33.9 31.3 35.4 

- ........ ......... .. ,. -..... 
Regg;s-- 

Meat . . . . . . . . . . . . . . . . . . . . . . . .  29.9 28.4 30.6 

Vegetables . . . . . . . . . . . . . . . . .  28.6 22.2 39.7 

I t e m  

Eggs & Milli . . . . . . . . . . . . . . .  18.6 13.5 21.4 

. .  ..... , .... . -.... P 

Manila 

ALI, ITEMS . . . . . . . . . . . . . . . . . . . .  29.3 23.9 31.3 

Manila Philippines 

Pals B Oil . . . . . . . . . . . . . . . . . . .  10.0 9.7 9.6 

Outside 

Non-food items rose less sharply. In Manila, clothing was up by 21,2 
per cent; fuel, light and water, by 13.4 per cent; rent, by 7.1 per 
cent and miscellaneous items, by 11.1 per cent. In regions outside Manila, 
the comparative rates of increase were 19.6 per cent for clothing, 25.1 
per cent for fuel-light-wiiter; 1.9 per cent for r en t ;  and 15.6 per cent for 
~l~iscellaneous items. 

While the increase in consumer prices was mainly domestic in origin 
as indicated by the average rise of 19.0 per cent in locally produced goods 
(with a weight of 91..8 per cent in the total index), the contribution of 
imported items was also sizable: slightly more than 19.1 per cent. 

C:. RETAIL PRICES IN MANILA 

The index of retail prices in Manila moved up Ly 19.6 per cent dur- 
ing the year due mainly to an average increase of 20.9 per cent in domes- 
tic items (see Table 6.3). Of these items, food, wearing apparel and con- 
struction materials recorded the largest average retail mark-ups, in the 
order of 20 to 26 per cent. 



Table 6.3 - M.~NII.,I\: PER CENT CIIANGES IN THE Hli;T,IITd PRlCL 
TNL)EX O F  SELECTEI) COMMODITIES 

1971 over 1970 Averages 
. . . . . . . .  . . . .  A- . - , . .- . -. - 

1 Per Ccnt 
I t e m  ' Change 

... " ..... ........ A . -. .- . 
'ILIA I'I'EMS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13.6 

Food . . . . . . . . . . . . .  23.9 

Wearing apparel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20.6 

Construction materials . . . . . . . . . . . . . . . . . . . . . . . . . .  ... . . . . . . . . .  17.5 

Fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13.5 

h u g s  and medicir~c . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.7 

School supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 0.3 

Ileve~ages arid tobacco . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21.1 

Household supplics LC ecluiplncnt . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.:3.7 

Domcstic Items . . . . . . . . . . . . . . . . . . . . . . . . . .  ... . . . . . . . . . . . . . . . . .  20.9 

. . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  lmportetl Items .. 1.5.6 

Imported items, as a whole, were up by 15.6 per cent, accounted for 
the most part, by the 16.4 per cent advance in foodstuffs; 13.3 per cent 
in wearing apparel; 32.1 per cent in beverages and tobacco; 9.6 per cent 
in fuel and 18.7 per cent in household supplies and equipment. 

D. WHOLESALE I-'RIC,ES IN MANILA 

In  the wholesale market, prices were up by an average of 15.7 pcr 
cent, lower than last year's record of 19.5 per cent (see Table 6.4). Re- 
sponsible for this year's rise was the jump in the wholesale price of domes- 
tically-produced items by 18.7 per cent over the average level obtaining 
in  1970. Chiefly, this consisted of the 26.7 per. cent advance in foodstuffs, 
23.3 per cent in machinery and transllort equipment; 15.8 per cent in 
chcrr~ical~;  and 10.1 per cent in crude mrtterials. 



Table 6.4 -MANIT,A: PER CENT CHANGES IN THE 
WHOLESALE PRICE INDEX 

1971 over 1970 Averages 
- . . ----. -- A- -. 

I Home Consumwtion Goods I I -- .- 
I t e m  General 

. . , . ,  -- .....-.. 
ALL TIMES . . . . . . . . . . . . . . . . . .  18.7 11.2 17.4 5.4 15.7 

Food . . . . . . . . . . . . . . . . . . . . . .  26.7 13.6 25.6 17.0 24.7 

. . . . . . .  Ceverages & tobacco 6.8 4.2 6.5 -13.8 6.2 

Crude materials . . . . . . . . . . . .  10.1 7.4 10.1 - 0.7 4.5 

Mineral fuels . . . . . . . . . . . . . .  9.7 18.7 14.0 - 14.0 

Animal R, vegetahlc 
oils B fats . . . . . . . . . . . .  -10.4 4.6 - 9.8 -10.4 -10.0 

Chemicals . . . . . . . . . . . . . . . . .  15.8 11.3 14.1 7.3 14.1 

. . . . . . . .  RTanufncturcd goods 6.2 7.7 6.8 8.3 6.8 

Machinery & transport 
. . . . . . . . . . . . .  equipment 23.3 14.0 17.4 - 17.4 

Miscellaneous manu- 
factures,n.e.x. . . . . . . . . .  8.1 0.4 7.2 0.5 7.2 

The wholesale prices of imported commodities, on the other hand, 
moved up at  a less rapid rate, 11.2 per cent. The more considerable 
advances were recorded for mineral fuels (18.7 per cent), food, chemicals 
and machinery and transport equipment (with upwards of 10 but leas than 
15 per cent increases). 

With regard to the wholesale market for  export goods, the price in- 
crease over the previous year was a modest 5.4 per cent. Overall price 
gains for centrifugal sugar, unmanufactured abaca, cordage and logs and 
lumber were significantly offset by price losses in coconut export prod- 
ucts, leaf tobacco and pineapples. 

E. STOCK PRICES 

After a decline of 25.6 per cent in 1970, stock prices moved further 
down by 45.2 per cent in 1971 (see Table 6.5). Mining shares suffered 
the biggest losses with a nearly 48 per cent decline from last year's aver- 
age prices. Commercial and industrial shares were down by only 13.9 
per cent. 



Table 6.5 -MANILA: PER CENT CHANGES IN THE; 
STOCK PRICE INDEX 

1971 over 1970 Averages 
.-" .- -- - 

Per cent 
I t e m  Change 

- . - . - - -- 

ALI. EST-4D1,ISHMENTS . . . . . . . . . . . . . . . . . . . .  ... . . . . . . . . - - . .  -45.2 

Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.3 

Comnierrial R. Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -13.9 

Mining . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -47.9 

Sugn). . . . . . . .  -10.2 

Sales volume likewise declined considerably. From a turnover of 
40,693 million shares in 1970, stock transactions fell t o  12,451 million 
~hares, or by nearly 70 per cent. Thus, the gross value of transactions 
dropped to P352.7 million or only about a fourth of the previous year's 
record of P1,422.5 million. 



VII. EMPLOYMENT AND WAGES 

Selected labor force statistics, as obtained from household eurveys 
undertaken by the Bureau of the Census and Statistics in May, 1969 and 
May, 1971 reveal that the Philippine labor force has grown from 12.0 
million in 1969 to 13.2 million in 1971 (see Table 7.1). A greater propor- 
tion of the labor force (about 51.2 per cent) was employed in agriculture 
and the remaining. 48.8 per cent in non-agricultural sectors. As of May 
1971, about 95.3 per cent were considered employed and 4.7 per cent un- 
employed, 

Table 7.1 --PERSONS lN THE L.4130R FOIICE, EY EMPT,OYI\IENT STATUS 

1969-1971 

(Thousands) 
- - -- - -- -- ,- - ~. - ----- 

Labor Force Status / M ~ Y ,  1969 1 M ~ n s $ O  ( May, 18'71. 

T,:ZROH FORCE . . . . . . . . . . . . . .  

Employed . . . . . . . . . .  

By Industry 

Agriculture . . . . . . . . . . . . . . . . . . .  6,326 . . 6,441 

Non-Agriculture . . . . . . . . . . . . . .  4,909 . . 6,146 

Un~mployed . . . . . . . . . . . . . . . . . . . . . . . . . .  812 9:34 -". ---- 624 
--A 

A S  PER CENT OF IdABOR FORCE 

Employed . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93.3 92.4 95.3 

,- 

SOURCE: Rureau of the Census and Statistics. 



-- . ,.. - ---. - 
LABOR FORCE, By Employment Status 

( A s  Per Cent of Total ) 
(%) 

Churf  20  

I t  should be noted, however, that  the data collected by the  Bureau of 
the Census and Statistics show the employment status of persons 10 years 
and over for only a definite and limited period of time and do not reflect 
the enrployn~ent status of the population throughout the year. Seasonal 
labor force participation of students during vacation and of farm hands 
during the planting and harvesting seasons may have increased the esti- 
mate of the employed labor force. 

Focusir~g attention on the non-agricultural sector of the labor force, 
Central Bank indices for 1971 reflect increases in employment, money 
wage rates and monthly earnings. However, steadily increasing consumer 
prices left real wage rates lagging f a r  behind. 

A. NON-AGRICULTURAL EMPLOYMENT 

The over-all index of non-agricultural employment (1955 = 1.00.0), 
based on data submitted by 1,289 cooperating establishments, rose to 
144.1 in 1971 01. 1.3 per cent above the 1970 level of 142.3 (see Table 
7.2). This increment may have been caused mainly by the 17.7 per 
cent increase in personnel in the electricity, gas and heat, water and 
sanitary services group, the index of which rose from 158.2 in 1970 to  
186.2 in 1971. 



Table 7.2 - INDEX OF NON-AGRICULTURAL EMPLOYMENT 

---7.--"..w,.-L. - . .- . , 

Industry Division 

ALL ITEMS ............................ 144.1 
Mining & quarrying . . . . . . . . . . . . . . . . .  81.5 
Manufacturing . . . . . . . . . . . . . . . . . . .  ... 132.9 

Construction . , . . . . . . . . . . . . . . . . . . . . .  193.0 
Electricity, gas & heat, 

water & sanitary services . . . . . . . .  186.2 
Commerce . . . . . . . . . . . . . . . . . . . . . . . . . .  142.4 
Transport & communication . . . . . . . . . .  161.4 

Services . . . . . . . . . . . . . . . . . . . . . . . . . . . .  169.4 
. . . . . . . . . . . . . . . . . . . .  Recreation] , 100.8 

Personal . . . . . . . . . . . . . . . . . . . . . . . .  131.1 
Government2 . . . . . . . . . . . . . . . . . . . .  1.73.8 

SOURCE O F  BASIC DATA: 1,289 cooperating establishments. 
I Actors, actresses and other players in motion picture atudioa are not included. 
2 Covering 74 bureaua and offices. 

Except for mining and quarrying whose index dropped by 2.7 per 
cent from 83.8 to 81.5 and for the personal services sub-group whose 
index fell significantly by 7.8 per cent from 142.2 to 131.1, all other divi- 
sions registered modest increases. 

The manufacturing, construction and recreation services group added 
more workers during the last quarter of the year to effect slight increases 
of 0.4 per cent, 0.6 per cent and 1.9 per cent in their reapective indices. 
Other sectors which added more workers to their payrolls were: com- 
merce, increasing by 1.6 per cent to an index of 142.4; transport and 
con~munications, whose index rose from 157.8 to 161.4 and services, 
whosc over-all index rose by merely 0.8 per cent from 168.0 to 169.4 be- 
cause increases in the government and recreation sub-groups were pulled 
down by a 7.8 per cent reduction in the personal services sub-group. 

B. WAGE RATES 

Money wage rates in 1971 continued their upward trend, although 
at lower rates than those experienced in 1970. On the average, skilled 
laborers in 1971 received daily wages which were 4.7 per cent higher 
than those paid in 1970 while unskilled laborers' daily wages were 6.4 
per cent higher. 



Tabla' 7.3 - WAGE RATES INDEX FOB NON-AGRICU1,TURAL LABORERS 
IN MANILA AND SUBURBS 

... ...... 

Wage Rates 
Per Cent 1 -1971p 1 / Change 

Money wage rates 

Sltilled laborers . . . . . . . . . . . . . . . . . . . . .  169.1 151.9 + 4.7 

Unskilled laborers . . . . . . . . . . . . . . . . . . .  189.2 177.9 + 6.4 
lied wage rated 

. . . . . . . . . . . . . . . . . . . . .  Skilled laborers 71.2 80.9 - 12.0 

. . . . . . . . . . . . . . . . . . .  Unskilled laborers 84.8 94.6 - 10.3 

SOURCE O F  BASIC DATA: Private firms. 
1 Money wage rate index deflated by the consumer price index (1966 = 100) 

in Manila. 

PER CENT CHANGES IN WAGE RATES 
OF NON - AGFIICULTURAL L A W E R S  

I971 ovrr 1970 

MONEY WAGE RATES 
-FCC--.- -,-- - 7 - - 7 - - - - - -  

REAL WAGE RATES 

Chart PI 

These increases in wage rates, however, were not sufficient to cope 
with the unprecedented surge of consumer prices. As a result, real wage 
rates of skilled laborers dropped by 12 per cent from 80.9 in 1970 to 
71.2 in 1971 and those of unskilled laborers, by 10.3 per cent from 94.5 
in 1970 to 84.8 in 1971. 



C. EARNINGS 

Baaed on reports submitted by 787 cooperating non-agricultural estab- 
lishments, average monthly earnings (inclusive of overtime) in 1971 of 
salaried employees (including executives and supervisors) improved by 
7.1 per cent while wage earners received 7.6 per cent more than they did 
in 1970. The over-all index of average monthly earnings (1955--100.0) 
was 178.9 for salaried employees and 188.3 for wage earners. 

Table 7.4 - INDEX O F  AVERAGE MONTHLY EARNINGS IN SELECTE1) 
NON-AGRICULTURAX, INDUSTRIES IN TI-IE PHI1,TPPTNES 

1970 - 1971 

Industry IXvision 1 1971. 
. . .  ............ 

ALL WORKERS 
. . . . . . . . . . . . . . . . .  Salaried employees1 178.9 

Wage earners . . . . . . . . . . . . . . . . . . . . . . .  188.8 

Mining & quarrying 
Salaried employee~l . . . . . . . . . . . . . . . . . .  163.8 
Wage earners . . . . . . . . . . . . . . . . . . . . . . .  246.3 

'Manufacturing 
Salaried employees . . . . . . . . . . . . . . . . . .  200.1 
Wage earners . . . . . . . . . . . . . . . . . . . . . . .  199.5 

Electricty, gas & heat, water & sanitary 
services 

Salaried employees . . . . . . . . . . . . . . . . . .  168.5 
Wage earners . . . . . . . . . . . . . . . . . . . . . .  189.6 

Commerce 
Salaried employees . . . . . . . . . . . . . . . . . .  186.8 

. . . . . . . . . . . . . . . . . . . . . .  Wage earners 170.2 

Transport & communications 
Salaried employees . . . . . . . . . . . . . . . . . .  183.8 
Wage earners . . . . . . . . . . . . . . . . . . . . . .  152.3 

Per Cent 
Change 

SOURCE O F  BASIC DATA: 787 cooperaking establishments. 
1 Salaried employees include executives and supervirorn. 

Going through the different industry divisions, it should be noted 
that with the exception of transport and communication where salaried 
employees enjoyed higher increases in earnings than wage earners, all the 
other divisions (mining and quarrying, manufacturing, electricity, gas 
and heat, water and sanitary services, and commerce) exhibited higher 
increases in earnings for wage earners than for salaried employees. 



The manufacturing sector registered the largest increases for both 
salaried employees and wage earners, with the index for the former 
rising from 181.8 to 200.1 ttnd the index for the latter increasing from 
176.2 to 199.5. 

Employees in the mining and quarrying sector ranked second in point 
of increases in average monthly earnings. The index of monthly earn- 
ings for salaried employees rose from 149.8 in 1970 to 163.8 in 1973. 
while that for wage earners went up from 218.4 in 1970 to 246.3 in 1971. 

The commercial sector followed closely, giving its salaried employees 
and wage earners increases of 7.9 per cent and 8.5 per cent, respectively. 
The corresponding indices stood a t  186.8 and 170.2. 

In the field of transport and communications, salaried employees, 
whose index of average monthly earnings was 183.8, secured pay in- 
creases of about 7.2 per cent while wage earners, whose index was 152.3, 
received increases of only 3.2 per cent. 

The least gain in point of average monthly earnings was experienced 
by employees in the electricity, gaa and heat, water and sanitary services. 
Salaried employees in this sector received an increase in earnings of 1.1 
per cent with the average monthly earnings index at 168.5 while wage 
earners got an increase in earnings of 2.9 per cent with the average 
monthly earnings index a t  189.6. The minimal increases in earnings of 
employees in this sector were as expected, considering the substantial 
increase in the number of its employees during the year. As mentioned 
earlier, this sector expanded its employment index by 17.7 per cent from 
158.2 in 1970 to 186.2 in 1971. 



XIII. GROSS SALES1 

The over-all index of gross aales for 1971 (1966=100.0) increased 
by 13.7 per cent from the previous year's level of 226.7 to 256.6. This 
expansion may be attributed to increases experienced by all industry 
divisions. The biggest increment was experienced by the service industry 
whose aales index roae by 35.3 per cent from 150.7 in 1970 to 203.9 in 
1971. This was a substantial gain considering that during the previous 
year, this industry registered a slight decrease of 0.1 per cent. 

Table 8.1 - GROSS SALES AND/OR RECEIPTS INDEX BY INDUSTRY DIVISION 
1969-1 971 

- , -. - .. - 

Industry 

- , ..... .. 
Per Cent Change 1 1 1970 1 ( - 1911 1 1970- 

ALL ITEMS . . . . . . . . . . . .  256.6 225.7 180.6 13.7 25.0 

Manufacturing . . . . . . . . . . . . . .  317.8 282.1 212.9 12.7 32.5 

Electricity, Gas & Water . . . . . .  219.0 186.8 159.4 17.2 17.2 

r( ,ommeme . . . . . . . . . . . . . . . . . .  224.6 194.1 166.1 15.7 26.1 

Transport, Storage & 

Communication . . . . . . . . . .  153.6 144.3 142.8 6.4 1.1 

Services . . . . . . . . . . . . . . . . . . . .  203.9 150.7 150.8 35.3 - 0.1 

SOURCES OF BASIC DATA: 408 corporations. 

Ranking second in point of increase in sales was the electricity, gas 
and water division whose index maintained an annual rate of increase of 
17.2 per cent for the second consecutive year. The sales index for this 
group rose from 186.8 in 1970 to 219.0 in 1971. 

Commerce, which ranked second in 1970 in point of sales increase 
came in third in 1971 with a 15.7 per cent increase in the sales index from 
194.1 in 1970 to 224.6 in 1971. 

The indices for the manufacturing and transport, storage and com- 
munication industries roae by 12.7 per cent and 6.4 per cent, respectively. 
The gross sales index for manufacturing stood at 317.8 in 1971 while that 
for transport, storage and communication stood at 153.6. 

1 Data for this aection of the annual report were taken from a survey of 408 
firms undertaken by the Department of Economic Research using an updated 
eampling frame with 1966 as the base year. 

[l'oZ] 



IX. FINANCIAL CONDITION OF THE CENTRAL BANK 
AND RESULTS OF OPERATIONS 

A. FINANCIAL CONDITION 

Despite a slack in the lending operations of the Central Bank, i ts  
total resources expanded by 1909.3 million or 16.1 per cent in 1971 (as 
against 17.4 per cent in 1970) to reach t6,912.6 million at year's end. 
The bulk of incremenhl assets arose from the BS99.6 million increase in 
international reserves. The expansion of outstanding investmenb in gov- 
ernment securities accounted for another P36.8 million. Outstanding loans 
and advances, on the other ha,nd, declined by W7.6 million. 

The largest contributors to the E389.2 million growth in total liabil- 
ities were demand deposits with P415.2 million, followed by CBCI's, P353.7 
million ; currency issue, F294.5 million; and obligations to the  IMF, P81.9 
million. On the other hand, foreign notes and loans payable and IBRD 
loans dropped by E 6 6 . 6  million and P19.7 million, respectively. 

Undivided profits increased by P19.5 million boosting - with the 
help of the surplus account - total net worth by B0.1 million as of the 
encl of 19'11, in contrast with the decline of P2.6 million a year ago (see 
Tables 9.1, 9.2 and 9.3). 

Table 9.1 -- COMPARATIVE STATEMENT O F  CONDITION O F  'TIIT: 
CENTRAL BANK 

December 31, 1970 and 1971 

(In Peeos) 

2. Due from U.S. Banks-Special 
Ihposit Account . . . . . . . . . . .  

3. Iromestic Securities . . . . . . . . . .  
. . . . . . . .  4. Loans and Advances 

5. Account to Secure Coinage . . 
6. Eank P~.emiscs, Furn. Equip's 

. . . . . . . . . . . . . . .  7. Othel- Assets1 
Total Assets . . . . . . . . . . .  

...... ... .. . - , 

I t e m  

-- .. .. , .......-... ........ 
I (Dezase )  

ASSETS 

December 
31, 1971 

Increase 
December 
31, 1970 



Table 9.1 - COMPARATIVE STATEMENT O F  CONDITION OF THE 
CENTRAL BANK (Concluded) 

1)ecember 31, 1970 and 1971 

(In Pesos) 

Increase 
I t e m  December December 

31, 1971 

LIABILITIES 

8. Currency Issue . . . . . . . . . . . . . .  3,016,392,017.25 2,720,859,776.76 294,532,240.49 

9. Demand Deposits . . . . . . . . . . . .  1,203,316,668.58 788,078,711.72 415,237,957.06 

10. International Monetary Fund . . 505,441,571 .% 422,636,386.68 81,906,214.88 

11. International Bank for Recon- 
struction & Development . . 4,207,710.85 23,855,02:3.99 (19,667,213.12) 

12. Asian Development Bank - 
Account F . . . . . . . . . . . . . .  900,900.00 - 900,900.00 

13. Notes & Loans Payable-Foreign 1,101,860,011.85 1,367,358,8:30.38 (265,498,818.53) 

14. Revaluation of International 
Reserves . . . . . . . . . . . . . . . .  257,347,483.88 260,539,163.02 (3,191,679.14) 

15. Central Bank Certificates of 
Indebtedness . . . . . . . . . . . .  421,720,000.00 68,060,000.00 353,660,000.00 

16. Other Liabilities . . . . . . . . . . . .  110,592,586.71 70,270,762.1.5 31,321,824.56 
.. .- - ..... 

. Total 1,iabilities . . . . . . . .  6,620,778,950.90 . .  .- 5,731,577,624.70 ..... -- 889,201,326.20 

NET WORTH 

17. Capital . . . . . . . . . . . . . . . . . . . .  10,000,000.00 10,000,000.00 

18. Surplus . . . . . . . . . . . . . . . . . . . .  257,401,065.62 256,949,541.82 451,523.80 

19. Resenre for Currency Insurance 2,769,015.46 2,551,110.41 217,905.05 

20. Reserve for Refund of 
Margin Fee . . . . . . . . . . .  280,809.23 847,750.86 (G6,941.6:3) 

21. Fndivided Profits . . . . . . . . . . .  21,342,380.43 - - 1,806,095.19 19,536,'285.24 . . . . .  .. 

Total Net Worth . . . . . . .  291,793,270.74 271,654,498.28 20,1:18,772.46 - , . . . .  
Total Liabilities K. Net Worth 6,912,572,22=4 ,6,Fa,2Y2,122198 909,340,098.66 

1 . , - . - 

1 This includes the Special Account - Foreign Exchange Differentials which 
repreerent losses incurred by the Central Bank in servicing forward exchange con- 
tracts a t  the par value rate. 



Dm. 31,.. 
1970 

(Billion Peso*) 
c h a f f  22 

'!able !).2 - COMI'OSITION OF THE INTERNATIONAL ICESERVES 
OF TIIE CENTRAI, nANK OF TIIT? PIIILIEiPIXL:.i; 

rJccemhcr 31, 1.970 and 1971 

(Amount in Million Pesos) 

I t e m  
Tncrease m. 

'''emher DecYease (--) 
31 1970 ...... 1 31, 1971 1 , 1 Amount I Per c e n t  

. . . .  Foreign (.;ovc.l.ninent Securities 1.6 - l . ( j  100.0 

Foreign Currencies . . . . . . . . . . . . .  25.1 5.6 19.5 348.2 

. . . . .  Special ' I ' im~  Deposit ---Local - 64.1 - 61.4 



Table 9.3 -- COMPARATIVE STATEMENT OF DEPOSIT LIABILITIES 
OF THE CENTRAL BANK O F  THE PHILIPPINES 

December 31, 1969 to 1971 

(Amount in Million Pesos) 
- .. -. -- - .....-.. . .- .... , 

Xncreaae or Ue- 
Depoaitors 1 1969 1 I970 ( 1971 I creaee ( .- ) Durlng 

1971 ) 1970"- 
.. --.-. - . .- .,..- -. .- 

Commercial Banks . . . . . . . . . . . . . .  600.7 5 5 7 . 5 ~  9 0 7 . 1 ~  349.6 - 43.2 

Rural Banks . . . . . . . . . . . . . . . . . . . .  4.9 8.8 9.4 0.6 3.9 

. . . . . .  Savings & Loan Associations 0.7 1.1 1.0 4 . 1  0.4 

Treasurer of thc Philippines . . . .  78.7 180.2 202.6 22.4 101.5 

Government Tivat Fund . . . . . . . . .  89.9 --- 83.2 51.4 - 8.1 3l.8 . - -  
T o t a l  . .  

- - - - - - - - 

a Including foreign currency depoeita of commercial banka. 

K. RESULTS O F  OPERATIONS 

Central Rank operations in 1971 resulted in a net income of 821.3 
million (compared to the  P1.7 million net gain in 1970) aB gross income 
expanded by 20.9 per cent while total expenses advanced by only 1.8 per 
cent. 

Gross income rose by P40.5 million to F234.5 million largely due to 
incomes from foreign investments, domestic loans and advances and for- 
eign exchange transactions which increased by W1.1 million, f10.7 million 
and F7.0 million, respectively. 

Total expenses advanced by only P3.8 million in 1971 compared to 
the growth of P52.1 million in 1970, attributable mainly to a substantial 
drop in foreign interest and commitment expenses (see Tables 9.4 and 
9.5). 



. Fd)le 9.4 - GORlPARATTVE STATEMENT OF INCOME AND EXPEMSES 

For 1970 and 1971 
. - - - - - - - - - - - - . . - - - - - - . - - - - - 1 Increase or Decrease ( - ) 

I t e m  1 1 9 7 1  1 1 9 1 0  I A m o u n t  IPerCent 
. . .  - . - ..-.......... .. - - -. - - - - - - - - - -. . - - - - - - - - - - - - 

GROSS INCOME . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  P234,476,219.74 ~193,9@566.75 f40,54'7,652.99 
-- -- . . - - - - - - . -- 

20.9 

Income from Foreign Exchange Transactions . . . . . . . . . . . . . . . . . .  17,290,442.52 10,323,258.38 6,966,184.1 1 68.0 
Income from Foreign Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . .  48,765,222,8& 27,671,368.21 211,093,854.67 76.2 
Income from Domestic Loans and Advances . . . . . . . . . . . . . . . . . .  83,944,098.95 73,201,768.07 10,742,330.86 14.6 
I~leome from Domestic Investments . . . . . . . . . . . . . . . . . . . . . . . . .  72,494,068.5'7 69,948,497.38 2,545,571.19 3.6 
Miscellaneous Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,962,38684 12,782,674.71 - 800,287.87 - 6.3 - TOTAL EXPENSES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  F213,275,252.55 P209,458,968.28 B 3,816,284.27 1.8 

C1 
0 
4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Operating Expenditures 63,177,911.52 54,697,461.95 8,480,449.51 15.5 
u Non-Operating Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,196,573.92 3,158,904.10 1,037,669.22 31.3 

Capital Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,256,495.15 863,730.23 1,392,764.92 155.6 
31iscellaneous Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .. 2,800,665.40 4,357,863.84 - 1,557,198.44 -- 36.4 . . .  
General Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .. . . . .  140,843,606.56 146,381,007.56 - 5,537,401.00 - 3.8 

of which: Interest and Commitment Expenses (Foreign) . . . .  117,198,380.59 134,952,036.34 -17,753,655.75 - 13.2 
Net Income (Loss) from Operatio~ls . . . . . . . . . . . . . . . . . . . . . . . . .  

Add: Xon-Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  P . - 141,413.24 - - - - - P 17,U3,206.16 . P17,041,792.92 - - 98.8 
lncome from Sale of Silver Coins . . . . . . . . . . . . . . . . . .  - lf,l83,206.16 -17,183,206.16 - 98.8 
Collections on Margin Fee on Sale of Foreign Exchange 141,413.24 - 141,413.21 100.0 

NET INCOME . . . . . . . . .  



Table 9.5 - 1)SSTRIBUTION O F  ANNUAL NET PROFIT FROM OPERATIONS 
OF THE CENTRAL BANK FOR 1971 

. . . . . . . . . . . . . . . . . .  To Surplus (25% of the Ket  Profit) P 5,336,595.10 

To Increase the Resources of the 
Securities Stabilization Fund . . . . . . . . . . . . . . . . . . . . . .  500,000.00 

To Reduce the Monetary Adjustment 
Account . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,243,490.00 

To be Paid Lo the General Fund of 
the National Government . . . . . . . . . . . . . . . . . . . . . . . .  2,263,296.38 

. . . . . . . . . . . . . .  Total Net Profit ?21!35d80.43 --- 



APPENDIX 

MAJOR LEGAL AND ADMINISTRATIVE MEASURES OF ECONOMIC 
SIGNIFICANCE ADOPTED BY THE GOVERNMENT AND THE 

MONETARY BOARD DURING 1971 

MALACARANG 
RESIDENCE OF  THE PRESIDENT 

O F  THE PHILII'PINES 
MANILA 

BY THE PRESIDENT OF THE: PHILlPPlNES 

EXECUTIVE ORDER NO. 283 

CREATING THE PRESIDENTIAL OIL COMMISSION 

WHEREAS, there is a growing need to determine, in the niost de- 
finitive and authoritative way, the true economic prices of gasoline, 
lubricants, and other products in the petroleum range, as well as the 
profits of the  several oil companies operating in the Philippines. 

WHEREAS, the Congress of the Philippines, which has seen f i t  
to discuss, in recent sessions, various means of regulating the oil in- 
dustry, has yet to be convened in regular session; and 

WHEREAS, recent events have impressed upon both the public ilnd 
the government the urgency of establishing an agency to review these 
matters, pending the passage of corresponding legislation; 

NOW, THEREFORE, I, FERDIN,ANU E. MARCOS, President 
of the Philippines, by virtue of the powers vested in me by law, do 
hereby create the Presidential Oil Commission to be composed of the 
following : 

The Secretary of Finance, or his representative .................. Chairman 

The Secretary of Commerce and Industry or his 
representative .................................... ... ............................................... Member 

The Auditor General, or his representative ........................... Member. 

The Chairman of the Board of Investments, or 
his representative ................................................................................ Member 

A representative of Consumers ........................................................... Member 

The Commission shall study the economic prices of gasoline, lubri- 
cants, and other petroleum products, the profits of the oil companies 
operating in the country, and complementarily, the income of bus, 



jeepney and other public transport operators and drivers, as well as re- 
tail and wholesale dealers involved with the oil industry, and shall rec- 
ommend appropriate measures thereupon, to the end tha t  protection 
shall be provided both the consumers of petroleum products and the 
oil industry. 

The Commission is hereby empowered to call on any department, 
bureau, office and other instrumentality of the government for such as- 
sistance as i t  may need in the discharge of its functions. 

The Commission shall submit its report within sixty days from the 
date hereof. 

Done in the City of Manila, this 13th day of January, in the year 
of Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MARCOS 
President of the Philippines 

13y the President: 

(SGI).) ALEJANDRO MELCHOR 
Executive Secretarp 

MALACANANG 
RESlDENCE (.)F THE PRESIDENT 

OF THE PHILIPPINES 
MANILA 

BY THE PRESIDENT OF THE PHILIPPINES 

EXECUTIVE ORDER NO. 285 

AUTHORIZING THE NATIONAL FOOD AND AGRICULTURE 
COUNCIL TO INCLUDE NUTRITION COORDINATION I N  ITS 
FOOD PRODUCTION PROGRAM. 

WHEREAS, by virtue of Executive Order 183 dated May 6, 1969, 
the National Food and Agriculture Council was vested with the sole 
authority and responsibility to coordinate, supervise and integrate all 
programs of all agencies of the national government concerning the 
production, stabilization, distribution and marketing of rice and corn 
and other prime food commodities; and 



WHEREAS, it is greatly felt that  national concern should not only 
be in production of food but also in its nutritive utilization so that the 
traditional deficiencies in the average diet of our people may be re- 
t ~ ~ e d i e d  ; 

Now, THEREFORE, I, FERDINAND E. MARCOS, President of 
the Philippines, by virtue of the powers vested in me by law, do hereby 
authorize the National Food and Agriculture Council to include, in ad- 
dition to its present functions, coordination of national nutrition pro- 
grams. The National Coordinating Council on Food and Nutrition 
represented by the Revearch Director of the Food and Nutrition 
Research Center, 1s designated ay member of the National Food and 
Agriculture Council (NFAC). The Budget Commission and all other. 
ugencies involved in said programs are hereby directed to cooperate 
with the Council in the effective planning and implemenlation of such 
propama. 

The National Food and Agriculture Council shall submit t o  the 
President ~~egular ly  a summary of the programs, activities and accom- 
pliahmerits relative to this new program. 

Done in the City of Manila, this 21st day of January, in the year 
of Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MAIZCOS 
President of the Philippines 

By the President: 

(SGD.) ALEJANDRO MELCHOR 
Executive Secretary 

MALACARANG 
RESlDENCE OF THE PRESIDENT 

O F  THE PHILIPPINES 
MANILA 

BY THE PREISIDENT O F  THE PHILIPPINES 

EXECUTI'VE ORDER NO, 290 

AMENDING EXECUTIVE ORDER NO. 243, DATED JULY 7, 1970, 
CREATING THE NATIONAL COMMITTEE FOR MINERAL EX- 
PLORATION AND SURVEY OPERATIONS. 

By virtue of the powers vested in me by law, I, FERDINAND E. 
MARCOS, President of the Philippines, do hereby amend Executive Or- 



der No. 243, dated July 7, 1970, creating the National Committee for 
Mineral Exploration and Survey Operations, by including a representa- 
tive of the Central Bank as a member of said committee. 

Done in the City of Manila, this 10th day of February, in the year 
of Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MARCOS 
President of the Philippines 

By the President: 

(SGD.) ALEJANDRO ME1,CHOR 
Ex~cz i t iae  Secretary 

MALACARANG 
KESIIIWNCE OF THE PRESIIIENT 

(IF THE PHlLIPPINES 
MANILA 

BY THE PRESIDENT OF THE PHI1,IPPINES 

HXECUTIVE ORDER NO. 292 

AMENDING EXECUTIVE ORDER NO. 180, SERIES OF 1969, REF 
CONSTITUTING THE COMMITTEE ON WOOD INDUSTRIES 
DEVELOPMENT UNDER T H E  OFFICE O F  T H E  PRESIIIENT. 

Realizing the need for the accelerated development of the Philip- 
pine wood industry as a vital factor in the economic program of the 
country; 

Appreciating the need for the government to provide a stable en- 
vironment in which the wood industry will operate, in return for a fair 
share to the government of the proceeds of forest products and services; 
and 

In view of the rapid, and expansive growth that  the wood industry 
is capable of attaining; 

.I, FERDINAND E. MARCOS, President of the Philippines, pur- 
suant to the authority conferred upon me by law, do hereby amend 
Executive Order No. 180, series of 1969, reconstituting the Committee 
on Wood Industries Development under the Office of the President, as 
follows : 



1. The Committee shall have the following functions and responsi- 
bilities : 

a) To study, discuss and arrive at action recommendations to 
solve current problems confronting the wood industry ; 

b) To study, review and discuss present policies embodied in 
existing laws, rules and regulations affecting the wood industry with 
a view to evolving new policies and reforms as  may be found necessary 
to boost the expansive growth of the industry, while a t  the same time 
placing more responsibility for the management, development and pro- 
tection of forest resources with the proper government agency. 

c )  To study, review and arrive a t  recommendatioils on an  equita- 
ble sharing of proceeds between the industry and the government from 
the sale of forest products. 

d) To undertake research and market development programs de- 
signed to accomplish the  objectives of growth in the wood industry; and 

e)  To harness available potential resources from both the gov- 
ernment and the private sectors for the development of the industry. 

2. The Committee shall be composed of the following: 

Secretary of Agriculture and 
................................................................... Natural Resources Chairman 

Secretary of Finance ......................................................................... Co-Chairman 

President, Philippine Chamber of 
Wood Industries, (PCWI) ........................................... Member 

President, Philippine Association 
...... for Permanent Forests, Inc. (PERMAFOR) Member 

President, Philippine Lumber 
Producers Association (PLPA) ...................................... Member 

President, Plywood Manufacturers 
Association of the Philippines (PMAP) ............... Member 

President, Society of Filipino 
Foresters, Inc. (SFF)  ....................................................... Member 

Director-General, Presidential 
Economic Staff (PES) ....................... .. ........................ Member 

Chairman, Board of Investments (BOI) ........................... Member 
Director of Forestry ..................................................................... Member 

Director, Parks & Wildlife Office (PWO) ....................... Member 

Commissioner, Forest Products Research and 
Industries Development Commission 
(FORPRIDECOM) ........................................ Member 

The private sector representatives shall elect one among them- 
selves who shall act as Committee Vice-Chairman. 



The Committee may call on any department, bureau, office, agency 
or  instrumentality of the  national government, including government- 
owned or controlled corporations, for such assistance as i t  may need 
in connection with the performance of its functions, and such assistance 
shall be extended whenever the  same is sought by the  committee or any 
of i t s  members. 

Executive Order No. 180 dated April 15, 1969 is modified accord- 
ingly. 

Done in the  City of Manila, this 17th day of February, in the  year 
of Our Lord, nineteen hundred and seventy-one. 

(SGD,) FERDINAND E. MARCOS 
President of the Philippines 

By the President: 

(SGD.) ALEJANDRO MELCHOR 
Executive Secretar~ 

MALACARANG 
RESIDENCE OF THE PRESIDENT 

O F  THE PHILIPPINES 
MANILA 

BY THE PRESIDENT O F  THE PHILIPPINES 

EXECUTIVE ORDER NO. 295 

FURTHER AMENDING EXECUTIVE ORDER NO. 237 DATED JUNE 
16, 1970, WHTCH CREATED THE NATIONAL COUNCIL FOR 
SMALL AND MEDIUM INDUSTRIES. 

The fifth paragraph of Executive Order No. 237 dated June 16, 
1970, is hereby further amended by including the Chairman of the 
Board of Investments as member of the National Council for Small and 
Medium Industries to read as follows: 

"NOW, THEREFORE, 1, FERDINAND E. MARCOS, Pres- 
ident of the 'Philippines, by virtue of the powers vested in me by 
law, do hereby create a National Council for Small and Medium 
Industries which shall be composed of the folowing: 

Chairman of the National Economic Council .................. Chairman 

Director, U.P. Institute for Small 
Scale and Medium Industries ........................................... Action Officer 

Secretary of Commerce and Industry ................................. ... Member 
Chairman, Board of Investments ............................ ... ....... Member 



Chairman, Board of Governors, Development 
........................................................ Bank of the Philippinev Member 

President, Philippine National Bank .................................... Member 

General Manager, Government Service 
Insurance System ......................................................................... Member 

.......................... Administrator, Social Security System Member 
Representative, Philippine Chamber of 

....................................... Small Business and Indus triea Member 

Representative, Philippine Chamber of 
Industries .......................................................................................... . Member 

Representative, Philippine Chamber of 
Commerce ............................................................................................... Member 

Done in the City of Manila, this 2nd day of March, in the year 
of Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDlNAND E. MARCOS 
President of the Philippines 

By the President: 

(SGI).) ALEJANDRO MELCHOR 
Execzitivt: Secretary 

MALACARANG 
RESIIIENCE OF  THE PRESIDENT 

OF THE PHILIPPINES 
MANILA 

BY THE PRESIDENT O F  THE PHILIPPIKES 

EXECUTIVE ORDER NO. 296 

AMENDING EXECUTIVE ORDER NO. 277, DATED DECEMBER 8, 
1970, ENTITLED "CREATING THE PRESIIIENTIAL ADVISO- 
RY COMMITTEE ON THE COPPER INDUSTRY." 

The composition of the Presidential Advisory- Committee on the 
Copper Industry created under Executive Order No. 277, dated Decem- 
ber 8, 1970, is hereby amended to read as follows: 

"From the Government : 

1. Chairman, Board of Investments 
2. Secretary of Finance or his representative 
3. Secretary of Commerce & Industry or his representative 
4. Director, Bureau of Mines 



"From the Private Sector: 

The Chief executives of the copper producing 
companies or their authorized rqmsentativea." 

Done in the City of Manila, this 2nd day of March, in the year of 
Our Lord, nineteen hundred and seventy-one. 

By the President: 

(SGD.) FERDINAND E. MARCOS 
President of the Philippines 

(SGD.) ALEJANDRO MELCHOR 
Executive Secretary 

MALACARANG 
RESIDENCE OF THE PRESIDENT 

O F  THE PHILIPPINES 
MANILA 

BY THE PRESIDENT O F  THE PHILIPPINES 

EXECUTIVE ORDER NO. 302 

AMENDING EXECUTIVE ORDER NO. 115, DATED 26 JANUARY 
1968, CREATING THE NATIONAL EXPORT COORDINATING 
CENTER. 

WHEREAS, there is an urgent need to locate, in one government 
agency, full responsibility and authority for the promotion of Philippine 
export trade ; 

WHEREAS, pursuant to present plans of the Commission of Re- 
organization, the Department of Commerce and Industry is being de- 
signated the agency charged with this responsibility; 

WHEREAS, there is an evident need to effect these changea by 
administrative processes, pending legislative action on the Reorganiza- 
tion Plan; 

NOW, THEREFORE, I, FERDINAND E. MARCOS, President of 
the Philippines, by virtue of the powers vested in me by law, do hereby 
amend Executive Order No. 115 dated 26 January 1968 creating the 
National Export Coordinating Center by transferring that agency from 
the Office of the President to the Department of Commerce and Indus- 
try, and designating the Undersecretary of Industry ae the Export Co- 
ordinator ex officio. 

In addition, the NECC is directed to reduce further the procedural 
steps involved in export licensing and documentation; to provide the re- 



quired guidelines and standards for the shipment of samples of Philip- 
pine products for the export market; and to provide standards, in co- 
operation with the Bureau of Customs to limit the discretion of exam- 
iners in appraising materials imported into the country as samples. 

Done in the City of Manila, this 16th day of March, in the year of 
Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MARCOS 
President of the Philippines 

By the President: 

(SGL).) ALEJANDRO MELCHOR 
Executive Secretary 

MALACARANG 
RESIDENCE OF THE PRESIDENT 

OF THE PHILIPPINES 
MANILA 

BY THE PRESIDENT OF THE PHILIPPINES 

EXECUTIVE ORDER NO. 335 

DESIGNATING THE BUREAU OF CUSTOMS AS CERTIFYING AU- 
THORITY FOR CERTIFICATES O F  ORIGIN COVERING PHIL 
IPPINE EXPORTS UNDER THE GENERALIZED SCHEME OF 
PREFERENCES (GSP) O F  THE UNITED NATIONS CONFER- 
ENCE ON TRADE AND DEVELOPMENT. 

WHEREAS, the United Nations Conference on Trade and Devel- 
opment (UNCTAD) has embarked on a program to liberalize world 
trade, and particularly to promote and expand the export trade of devel- 
oping countries through a scheme of preferences by which developed 
countriert agree to reduce or eliminate tariff and other barrier to trade; 

WHEREAS, the preference-giving developed countrie~ have indi- 
cated their willingness to implement their respective schemes of general 
preferences ; 

WHEREAS, i t  will be beneficial for the Philippines to participate 
and take advantage of the trade opportunities under the generalized 
scheme of preferences; and 

WHEREAS, in accordance with the rules of implementation adopted 
by the UNCTAD, there is a need to designate a national certifying agency 
authorized to issue certificates of origin for products exported under 
the generalized scheme of preferences; 



NOW, THERFORE, I, FERDINAND E. MARCOS, President of the 
Philippines, by virtue of the powers vested in me by law, do hereby 
designate the Bureau of Customs aa the certifying agency of the Gov- 
ernment of the Philippines authorized to issue certificates or origin 
products exported under the UNCTAD Generalized Scheme of Prefer- 
ences. 

Done in the City of Manila, this 30th day of August, in the  year of 
Our Lord, nineteen hundred and seventy.one. 

(SGD.) FERDINAND E. MARCOS 
President o f  the Philippines 

By the President: 

(SGD.) ALEJANDRO MELCHOR 
Executive Secretary 

MALACARANG 
RESIDENCE OF THE PRESIDENT 

O F  THE PHILIPPINES 
MANILA 

BY THE PRESIDENT O F  THE PHILIPPINES 

EXECUTIVE ORDER NO. 338 

CREATING THE PERMANENT COMMITTEE FOR THE IMPLE- 
MENTATION O F  THE PHILIPPINE-INDONESIAN AGREE- 
MENTS ON ECONOMIC AND TECHNICAL COOPERATION, AND 
DEFINING ITS POWERS AND FUNCTIONS. 

By virtue of the powers vested in me by law, I, FERDINAND E. 
MARCOS, President of the Philippines, upon recommendation of the 
Philippinee, upon recommendation of the Philippine Panel which par- 
ticipated in the  Philippine-Indonesian Joint Commission on Economic and 
Technical Cooperation held in Manila from July 27-29, 1971, do hereby 
create an  inter-agency committee, to  be known as the Permanent Com- 
mittee for the Implementation of the Philippine-Indonesian Agreements 
on Economic and Technical Cooperation, composed of the following: 

Undersecretary of Commerce - Chairman 
A Governor of the Board of Investments - Vice Chairman 
Director of the Bureau of Forestry - Member 
Commissioner of the Fisheries Commission - Member 
A representative of the Department of Finance - Member 
A representative of the Department of Foreign Affairs - Member 
A representative of the Central Bank - Member 



A representative of the Department of Agriculture and Natural 
Resources - Member 

A representative of the Bureau of Customs - Member 
A representative of the Philippine Coconut Administration - Mem- 

ber 
A representative of the Philippine Navy - Member 
A representative of the Tariff Commission - Member 
A representative o-f the Presidential Economic Staff - Member 
A representative of the National Economic Council - Member 

The Committee shall have the  following functions: 

(a) To implement the  Basic Agreement on Economic and Tech- 
nical Cooperation between the Government of the Republic of the 
Philippines and the Government of the Republic of Indonesia signed 
on May 30, 1969, as well as the specific agreements and arrange- 
ments entered into between the two countries on July 29, 1971 ; 

(b)  To formulate specific policies and/or action programs to 
facilitate and expedite the implemenbtion of the Agreements with 
Indonesia and on a11 matters affecting hdonesia requiring govern- 
ment action aa well as to recommend, whenever necessary, on matters 
requiring policy decision by the President or requiring legislative 
action by Congress ; 

(c)  To synchronize, coordinate, and make more effective the 
exchange of technical information, feasibility studies and commercial 
intelligence needed by both countries on the specific subjects treated 
in the agreements; 

(d)  To review the implementation of, and to prepare possible 
amendmenh to, the afore-mentioned agreements ; 

(e)  To discuss and formulab proposals and guidelines for fu-  
ture agreements and joint measures to expand trade and promote 
closer economic cooperation between the Philippines and Indonesia. 

( f )  To study and explore the feasibility of establishing a free 
trade area between the Philippines and Indonesia in consonance with 
the Border Trade Agreement of July 29, 1971; and 

( g )  To recomn~end the holding of regular and/or special Joint 
Cornmissio~~ meetings with Indonesia as circumstances warrant. 

In order to carry out i t s  functions, the Committee is hereby granted 
the authority to constitute technical committees whenever i t  may deem 
necessary. I t  is also authorized to call directly upon any Department, 
bureau, or office in the  executive branch of the  government or upon any 
government-owned or controlled entity or agency for such assistance as 
the Committee may need and to request for, utilize and make use of, 
i;he services of their personnel. It may also request the services of mem- 
bers of the private sector for advice and consultation. 



Done in the City of Manila, this 9th day of September, in the year 
of Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MARCOS 
President of the Philippines 

By the President: 

(SGD.) ALEJANDRO MELCHOR 
Executive Secretary 

MALACARANG 
RESIDENCE O F  THE PR,ES,mENT 

O F  THE PHILIPPINES 
MANILA 

BY THE PRESIDENT O F  THE PHILIPPINES 

EXECUTIVE ORDER NO. 339 

AMENDING EXECUTIVE ORDER NO. 206 O F  JANUARY 9, 1970, SO 
AS TO DIRECT THE CENTRAL BANK O F  THE PHILIPPINES 
TO RECEIVE PAYMENT THROUGH THE BANKING SYSTEM 
O F  OTHER NATIONAL INTERNAL REVENUE TAXES. 

The Central Bank of the Philippines is hereby directed to receive 
payment through its authorized agent banks of such other national in- 
ternal revenue taxes, in addition to the four (4) categories of taxes 
enumerated under Executive Order No, 206 of January 9, 1970, as may 
Ise determined by the Secretary of Finance, after consultation with the 
Monetary Board, to be appropriate and feasible for payment through the 
banking system. The pertinent provisions of the said executive order 
shall be applicable to the receipt of such other internal revenue taxea by 
the Central Bank of the Philippines through its authorized agent banks. 

Done in the City of Manila, this 9th day of September, in the year of 
Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MARCOS 
President #of the Philippines 

By the President: 

(SGD.) ALEJANDRO MELCHOR 
Executive Secretary 



MALACARANG 
RESIDENCE OF THE PRESmENT 

O F  THE PHILIPPINES 
MANILA 

BY THE PRESIDENT O F  THE PHILIPPlNES 

EXECUTIVE ORDER NO. 357 

FURTHER AMENDING EXECUTIVE ORDER NO. 8 DATED FEB- 
RUARY 1 ,  1966, ENTITLED "CREATING TIIE PRESITIENTIAL 
ECONOMIC STAFF." 

WHEREAS, the Presidential Economic Staff (PES) intends t o  vi- 
gorously pursue the proposed regional planning and monitoring and in- 
tegrated development planning; and 

WHEREAS, to carry out this purpose there ia a need to expand and 
redefine the functions and responsibilities of the PES. 

NOW, THEREFORE, I, FERDINAND E. MARCUS, President of 
the Philippines, by virtue of the powers vested in me by law, do hereby 
further amend Executive Order No. 8 dated February 1, 1966, by assign- 
ing the following additional functions and responsibilities to the PES : 

(a)  Fornlulate plans and recommend policies and guidelines on 
 region:^ l and local development ; 

(b )  Coordinate, integrate and monitor development plans and pro- 
grams of national government with those of I-egional and local 
levels insofar as regional and local development projects itre 
concerned ; 

(c) Maintain and update economic data and statistics for each region 
province, city and municipality for use of different planning 
bodies ; 

(d )  Undertake research and studies including training programs 
and pilot projects to improve the present approaches to local 
economic development efforts. 

( e )  Duly inform the local governments concerned through the As- 
sistant Executive Secretary for Local Government Affairs, Of- 
fice of the President, of all changes in policy guidelines and np- 
dating of development plans, and provide them as well with the 
updated data and statistics, and the results of researches and 
studies pertaining to the said local governments. 

For purposes of carrying out the foregoing additional functions, the 
Presidential Economic Staff (PES) is hereby directed to establish a 
Regional 1)evelopment Monitoring and Planning unit to be attached to 
the Office of the Director for Administration and Economic Operations. 



Furthermore the Presidential Advisory Council on Public Works 
and Community Development (PACPWCD), the Local Government Center 
and the Institute of Planning of the University of the Philippines are 
hereby directed to coordinate with the Presidential Economic Staff (PES) 
on all matters relating to regional and local development and planning, 
and to  lend its resources and facilities to the PES in its regional develop- 
ment and planning efforts. 

All executive orders, administrative orders and rules and regulations 
inconsistent herewith are hereby amended and/or revoked accordingly. 

Done in the City of Manila, this 10th day of December, in the year 
3f Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MARCOS 
President .of the Philippines 

By the President: 

(SGD.) ALEJANIIRO MELCHOR 
Executiva Secretarv 

MALACARANG 
RESIDENCE OF THE PILESTDENT 

O F  T H E  PHILIPPTNES 
MANILA 

BY THE PRESIDENT O F  THE PHILIPPINES 

PROCLAMATION NO. 842-A 

ANNOUNCING THE APPROVAL AND EFFECTIVITY OF THE 
FOURTH INVESTMENTS PRIORITIES PLAN UNDER THE IN- 
VESTMENT INCENTIVES ACT AND THE SECOND EXPORT 
PRIORITIES PLAN UNDER THE EXPORT INCENTIVES ACT. 

WHEREAS, pursuant to the provisions of Republic Act No. 5186, 
otherwise known as  the  Investment Incentives Act, and Republic Act No. 
6135 otherwiae known as  the Export Incentives Act, the Board of In- 
vestments has prepared the Fourth Investment Priorities Plan and the 
Second Export Priorities Plan and the same have been submitted to me 
for approval through, and with the favorable recommendation of the Na- 
tional Economic Council; and 

WHEREAS, after a careful study of the Plans and their supporting 
data, I have found the Plans to be feasible and in conformity with law 
and accordingly approved them ; 

NOW, THEREFORE, pursuant to Section 18 of Republic Act No. 
5186 and Section 4 of Republic Act No. 6135, 1, FERDINAND E. MAR- 



COS, President of the Republic of the Philippines, do hereby der:lare and 
proclaim in effect the Fourth Investment Priorities Plan and the Second 
Export Priorities Plan, here to  attached, beginning May 3, 1971. 

I t  shall be understood that  the measured capacities for projects 
approved under the Third Investment Priorvities Plan during the interim 
period between the submission of the proposed Fourth Investment Prior- 
ities Plan and the date of i ts  effect,ivit.y hereof shall bc subtracted from 
the  measured capacities as  indicated in the approved Fourth Investment 
Priorities Plan. 

It is hereby further announced that  the  Board of Investments shall 
s tar t  accepting applications under the Fourth Investment Priorities Plan 
and the Second Export Priorities Plan on May 3, 1971. 

IN WITNESS WHEREOF, I have hereunto set my hand sind caused 
the seal of the Republic of the Philippines to be affixed. 

Done in the City of Manila, this 26th day of April, in the year of 
Our Lord, nineteen hundred and seventy-one. 

(SGD.) FERDINAND E. MARCOS 
P'residejlt of the P h i l i p p i n ~ s  

Hy the President: 

(sGD.) ALEJANDRO MELCHOR 
Executive Secretary 

[REPUBLIC ACT NO. 61421 

AN ACT AMENDING CERTAIN PROVISIONS OF REPUBLIC ACT 
NUMBERED FOUR THOUSAND EIGHT HUNDRED SIXTY. 

Be it enacted b y  the Serrate and House of Representatives of the Yhilip- 
pir~es in Congress assembled: 

SECTION 1. Section one of Republic Act Numbered Four thousand 
eight hundred sixty is hereby amended to read as follows: 

"SECTION 1. The President of the Philippines is hereby authorized, 
in behalf of the Republic of the  Philippines, to contract such loans, credits 
or indebtedness as may be necessary and upon such terms as may bc 
agreed upon, not inconsistent with this Act, with governments of foreign 
~vuntr ies  with whom the Philippines has diplomatic or trade relations 
or which are members of the United Nations, their agencies, instrumental- 
ities or financial institutions or  with reputable international organizations 
to enable the  Government of the  Republic of the Philippines t o :  



(a)  Undertake, through any government office, agency or i n ~ t r u -  
mentality, industrial, agricultural or other economic development projects, 
which are  authorized by law and as are  enumerated in Annex "A", in- 
cluding Lisb 1, 2, 3, and 4 hereof, which are  all made integral parts of 
this Act: Provided, That at least seventy-five per cent of the face value 
of the  loans, credits or indebtedness obtained under this paragraph ~ h d l  
he spent for projects which are revenue-producing. Such foreign loans, 
credits or indebtedness shall be used to meet the direct and indirect for- 
eign exchange requirements and up to twenty per cer~tum of the peso 
costs to cover the costa of equipment, machineries, and supplies, construc- 
tion, installation and related technical services of any such project; ex- 
cept tha t  in long-term loans for projects on low-cost housing, u r b m  m 
newal, and new-town development, the limitation to twenty per centum 
of the  peso costs shall not apply : Pfiuvided, however, That said twenty per 
cantum of the peso costs shall not be utilized for the importation o r  pur- 
chase abroad of any equipment, machinery or supply if the same is obtain- 
able in the Philippines : Provided, finall?/, That whenever necessary, par t  
of the proceeds of such loans, credits or indebtedness shall be used for 
environmental management and control ; 

" ( b )  Lend the proceeds of such loans, credits or indebtedness to  
government-owned or controlled corporations to finance development pro- 
jects which are  authorized by law and as are enumerated in Annex "A" 
hereof: Provided, That the proceeds of said loans, credita or indebtedness 
shall, likewise, be used to meet the direct and indirect foreign exchange 
requirements and up to twenty per centum of the peso costs to cover 
the costs of equipment, machineries, supplies, construction, installation 
and related technical services of such projects ; 

" ( c )  Lend the proceeds of such loans, credits or indebtedness to the 
Development Bank of the Philippines which shall administer said proceeds 
in accordance with 1;he agreement with the foreign creditor for relending 
l;o cooperatives, private corporations or associations, whose capital stock, 
if not fully subscribed, is open to subscription by the general public to 
meet the direct and indirect foreign exchange requirements ss well as 
up to twenty per col~tlcnl of the peso costs for such industrial, agriculturnl 
a.nd other economic development projects, subject to the proviaions of the 
charter, rules and ~*egulations of said bank and to the terms and conditions 
agreed upon by the government and the institution providing financing 
for the projects: Provideti, That  the Development Bank of the Philip- 
pines shall pay the Republic of the Philippines, a t  least for the principal, 
interests and other charges on such loans, credits or indebtedness turned 
over t o  i t :  Provided, further, That 

1. Sixty per cen.tu,nz of the total proceeds for relending shall be for 
industrial projects which are  approved by and registered with the Board 
of Investments under the Investment Incentives Act or the Export In- 
centives Act ; 

2. Forty per centum of the total proceeds for relending must be al- 
located to agricultural projects which are  recommended by the ~ e p a r t -  



rnent of Agriculture and Natural Resources and approved by the National 
Economic Council and which satisfy any or all of the followin!: criteria: 

( a )  New and/or export-oriented ; 
( b ) Import-substitute-oriented ; 
( c )  Necessary to increase agricultural production; or 
( d )  Necessary to improve the  quality and marketability of agricul- 

tural products. 

"The proceeds of the loans, credits or indebtednevs under this para- 
graph shall not be re-loaned to  any cooperative, private corporation or 
association, the account of which the Development Bank of the Philippines 
or with any government financial institution, is in arrears for three or 
more installments for causes other than force m a j e n ~ e  or those beyond 
its control, nor shall said proceeds or portions thereof be used for any 
purpose other than that  for which the loan, credit or indebtedness has 
been granted. The failure of any debtor to meet three amortization pay- 
ments of its loan when due, for causes other than force mnjeltre or those 
beyond i ts  control, will render the  entire obligation or any balance thereof 
due and demandable, and the debtor shall pay a special penalty of two 
per centum of the total amount due. 

"The authority of the President of the Philippines, a s  hereby pro- 
vided, shall include the power to issue, for the purposes stated, bonds, 
debentures, securities or other evidences of indebtedness for sale in the 
international markets the income from which shall be fully tax exempt 
in the Philippines." 

SEC. 2. Section two of the same Act is hereby amended to read as 
follows : 

"SEC. 2. The total amount of loans, credits or indebtedness, excluding 
interests and other normal banking charges which shall not be in excess 
of those imposed or charged by the International Bank for Reconstruction 
and Development, the Asian Developrr~ent Bank or other official interna- 
tional financial institutions, which the President is authorized to incur 
under Section one of this Act shall not exceed one billion United States 
dollars or its equivalent in other foreign currencies at the exchange rate 
prevailing at the time the loans, credib or indebtedness are incurred a t  
terms of payment of not less than ten years: Provided, That seventy-five 
per cen,tum, of such total authorized amount shall be incurred for projects 
of the public sector contemplated under paragraphs "A" and "B" of Sec- 
tion one and enumerated in Annex "A" (including Lists 1, 2, 3, and 4), 
and twenty-five per centum thereof shall be utilized for projects of the 
private sector contemplated under paragraph "C" of Section one: Pro- 
vided, That no single cooperative, private corporation or association shall 
be allowed to borrow more than fifteen per centum of the total proceeds 
of such loans, credits, indebtedness accruing to the Development Bank 
of the Philippines. The total of such loans, credits, or indebtedness availed 
of in any fiscal year shall not exceed two hundred fifty million United 
States dollars or its equivalent in other currencies: Provided,  That all 



such loans, credits or indebtedness under paragraphs "A" and "B" of the 
preceding section shall be incurred only after the plans for such projects 
shall have been prepared by the offices, agencies or instrumentalities can- 
cerned, utilizing so f a r  as practicable their technical services or the serv- 
ices of qualified domestic firms for such projects, recommended by the 
National Economic Council and the Monetary Board of the Central Bank 
of the Philippines and approved by the President of the Philippines: Pro- 
nided, further,  That the total foreign exchange requirements in any fiscal 
year subsequent t o  the approval of this Act for the servicing of the total 
external debt, public and private, including those for the loans, credits or 
indebtedness and other obligations that  may be incurred under this Act in 
that  fiscal year subsequent to the approval of this Act shall not exceed 
twenty per centum of the average of the foreign exchange receipts of the 
immediately preceding three years, a s  certified by the Central Bank: Pro- 
vided, still further, That the existing debt service ratios in excess of this 
eeiling shall not be considered violative of this Act: Provided, further- 
more, That such ratios shall not be increased beyond their existing levela: 
Provided finally, That contracts for loans, credits or  indebtedness under 
paragraphs "A" and "R" of Section one shall not be entered into unless 
the Commissioner of the Budget certifies (1) that  for the fiscal year in 
question, funds are  appropriated and programmed to meet the servicing 
of the external debt of the public sector, including the loan, credit or 
indebtedness proposed to  be contracted, and (2) that  the counterpart 
peso funding requirements of the  projects for which such loans, credits 
or indebtedness are being contracted, have been programmed and shall be 
available as  and when needed for the completion of the said project." 

SEc. 3. Section three of the  same Act is hereby amended to read as 
follows : 

"SEC. 3. The President of the Philippines is further authorized, in 
behalf of the Republic of the Philippines, to guarantee such loans, credits 
or indebtedness as  may be necessary and upon such terms and condi- 
tions, not inconsistent with this Act, as may be agreed upon with the 
governments of foreign countries with which the Philippines has diplo- 
matic or trade relations or which are members of the  United Nations, 
their agencies, instrumentalities or financial institutions or with reputable 
non-governmental national or international institutions, loans, credits or 
indebtedness extended directly to, or bonds, debentures, securities or other 
evidences of indebtedness for sale in international markets issued by: 

"(a) Corporations owned or controlled by the government of the 
Philippines: Provided, That the proceeds of such loans, credits or indebt- 
edness or the proceeds of the bonds, debentures, securities or other evi- 
dences of indebtedness floated or issued, shall be used t o  undertake indus- 
trial, agricultural, or other economic development projects which are 
authorized by law and/or by their respective charters and which are in 
accordance with the list of such projects as are enumerated in Annex "A" 
(including Lists 1, 2, 3, and 4). 



" ( Z I )  Government-owned or controlled financial institutions for re- 
lending to single cooperatives or private corporations or associations, 
whose capital stocks, if riot fully subscribed, is open to subscription by the 
general public for projects authorized by the charters of such financial 
institutions or by law, subject to the same terms, conditions and criteria 
 res scribed in paragraph "C" of Section one of this Act. 

Seventy-five per celbtu??z. of the total amount authorized to  be guaran- 
teed under this section shall be incurred for projects under paragraph 
"B" hereof; and that  of the total amount of guarantees no single coopera.. 
tive, private corporation or association except development finance cor- 
 orations using funds supplied by International Bank for Reconstruction 
and Development, the Asian Ilevelopment Bank and other similar interna- 
tional financial institutions shall be allowed to borrow more than fifteen 
per cerrtllrri of the total amount of loans, credits or indebtedness guaranteed 
hereunder: Provided, furthe?., That the total foreign exchange require- 
ment for servicing the loans, credits or irldebtedness guaranteed under 
this Act nhall be included in certification required of the  Central Bank 
under Section two hereof. 

"The total amount of loans, credits or indebtedness incurred, and the 
proceeds of bonds, securities or  other evidences of indebtedness floated 
or issued, which may be guaranteed by the President under this section 
shall not be more than five hundred million United States dollars or its 
equivalent in other foreign currencies a t  the exchange rate prevailing 
a t  the time the  guarantee is made excluding interest and other normal 
banking charges imposed or charged by the International Rank for Re- 
construction and Development o r  other similar internat~onal financial 
institutions: Provided, That whenever. necessary part of the proceeds of 
such loans, credits, or indebtedness shall be used for environmental man- 
agement control: Provided, further*, That no portion of the proceeds of 
such loans, credits or indebtedness or of bonds, debentures, securities or 
other evidences of indebtedness sold in international markets, shall be 
channelled to, or utilized by or for subsidiaries of such financial institu- 
tions, which have not been created by an  Act of Congress: Provid~d, 
finally, Thiit all loans made shall, within three days after the same have 
been approved pending final confirmation by the governing board of the 
financial institution concerned, be published in two newspapers of general 
circulation in the  Philippines, indicating therein among others, the  name 
and address of the officers and members of the  cooperative, corporation 
or association, the amount of loan, credit or indebtedness contracted and 
the project to be financed." 

SEC. 4. A new section to be known as Section three-A is hereby 
inserted into the same Act to read as follows: 

"SEC. 3-A. Only cooperatives organized under existing laws, private 
corporations or associations organized under the laws of the Philippines, a t  
least seventy per centum of the outstanding and paid-up capital of which 
ia owned and held by citizens of the  Philippines, such proportion to be 



maintained until such time as the loan is fully paid and whose capital 
structure is open to public participation are qualified to borrow from 
government financial institutions the proceeds of loans, credits or indebt- 
edness incurred under authority of this Act. 

"Failure of the private borrower to maintain the capital ownership 
requirement stipulated herein, throughout the period that  any part  of 
a loan remains outstanding, shall render the entire loan immediately due 
and demandable, together with all interests and penalties, plus an addi- 
tional special penalty of two per centum of t,he total amount due for every 
month or fraction there04 tha t  the violation of the capital ownership 
requirement continues to subsist." 

SEX. 6 .  A new section to  be known as  Section four-A is hereby 
inserted into the same Act to read as follows: 

"SEC. 4-A. In the contracting of any loan, credit or indebtednevs 
under this Act, the President of the Philippin@ may, when necessary, 
agree to modify the application of any law granting preferences or  im- 
posing restrictions on international competitive bidding, including, among 
others, Act Numbered Four thousand two hundred thirty-nine, Common- 
wealth Act Numbered One hundred thirty-eight, the provisions of Corn- 
rnonwealth Act Numbered Five hundred forty-one, insofar as such pro- 
visions do not pertain to constructions primarily for national defense 
purposes, Republic Act Numbered Nine hundred twelve, and Republic Act 
Numbered Five thousand one hundred eighty-three : Provided, how eve^, 
That any privilege granted to any foreign bidder shall, likewise, be 
granted to  the  domestic bidder in order to  put them on equal terns with 
foreign bidders: Provided, fztrther, That in case where international com- 
petitive bidding shall be conducted, preference shall be granted in favor 
of articles, materials, equipment or supplies of the growth, production 
of the Philippines, or manufactured in the Philippines aubstantially from 
articles, materials, or supplies of the growth, production or manufacture 
of the Philippines when offered by bidders who are citizens of the Phil- 
ippines or corporations, partnerships, associations or firms duly organ- 
ized and registered under the laws of the Philippines a t  least sixty 
per cerctum of the capital of which is owned and held by citi- 
zens of the I'hilippines: Provided, howaver, That in no case shall the Pres- 
ident of the Philippines reduce the  minimum preference below fifteen 
per centum: Provided, fur-ther, That in comparing the bida: (A) customs 
duties and any other taxes otherwise due on, or in respect of, imported 
articles, materials, equipment or supplies and any national and local sales 
taxes thereon due on the sale to the buyer shall, if included in the bid 
price of a bidder not entitled to preference under this section, be deducted 
therefrom, the resulting bid price shall then be increased by the rate 
of preference provided for in this section; (B) customa dutiee due on the 
imported component of the articles, materials, equipment or supplies 



and the national and local taxes due on the sale to the buyer,-of articles, 
materials, equipment or  supplies shall, if included in the bid price of a 
bidder entitled to preference under this sect i~n, .be  deducted therefrom.'' 

SEC. 6. Section five of the same Act is hereby amended to read as 
follows : 

"SEC. 5. It shall be the duty of the President, within thirty days 
after the opening of every regular session, to submit a separate report t o  
Congress on the amount of loans, crediB and indebtedness contracfecl 
and in the process of negotiation and of the bonds, debentures, securities, 
or other evidences of isdebtedness sold in international markets and pro- 
posed to be sold, as well as the guarantees extended, their respective 
terms and conditions, and the purposes and projects for which the loans, 
credits or indebtedness were incurred and for which the bonds, deben- 
tures, securities or other evidences of indebtedness were floated, a ~ i d  
the guarantees extended, as well a s  of such loans which may be reloaned 
or have been reloaned to cooperatives or to Filipino-ownetl or controlled 
or private corporations or associations, and similar purposes as aulhor- 
ized in this Act." 

SEC. 7. Section six of the same Act is hereby amended to read as 
f ollowa : 

"SEC. 6. Any provision of law to the contrary notwithstanding, 
and in order to enable the Republic of the Philippines to pay the princ~pal, 
interest, taxes and oLher normal banking charges on the loans, credits or 
indebtedness, or on the bonds, debentures, securities or other evidences 
of indebtedness sold in international markets under the authority o f  this 
Act, all the  revenue realized from the  projects financed by such loans, 
credits or indebtedness, or on the bonds, debentures, securities or other 
evidences of indebtedness, shall be turned over in full, after deducting 
aclixal and necessary expenses for the operation and maintenance of s a ~ d  
projects, to the National Treasury by the government office, agency or 
instrumentality, or government-owned or controlled corporation conccrn- 
~ d ,  which is hereby appropriated for the purpose as and when they shall 
become due. In case the revenue realized is insufficient to cover the priri- 
cipal, interest and other charges, such portion of the budgetary savings as 
may be necessary to cover the balance or deficiency shall be set aside 
exclusively for the  purpose by the  government office, agency or instru- 
mentality, or government-owned or controlled corporation concerned; Pro- 
vided, That, if there still remains a deficiency, the Congress shall appro- 
priate the necessary amount out of any funds in the National Treasury 
not otherwise appropriated, to cover the payment of the principal and 
interest on such loans, credits or  indebtedness as and when they shall 
become due: Provided, flirthcr, That the Monetary Board shall make pro- 
visions out of current foreign exchange receipta for the foreign exchange 
requirements to service the external debt." 

SEC. 8. A new section to be known as Section six-A is hereby in- 
serted into the same Act to read as follows: 







5. Bicol River Control and Irri- 
gation T'roject ................................. 

6. Albay Third Disirict River 
Control and Irrigation Projects 

7. Rito Irrigation Project, Leyte 
8. Villaba-Matagob Irrigation 

Project, Leyte ..................................... 

Sub-total 

H. Water Supply and Sewerages 

1. Manila and Suburbs Water.- 
works, Fi rs t  Phase of the Sec- 
ond stage long-range improve- 
ment program ............................... 

2. Sanitary Sewerage Project 
for the Manila Metropolitan 
Area ......................................................... 

3. Cebu City and Suburban Cities 
and Municipalities Water- 

........................................................... works 
4. Leytc, First and Second Dis- 

............................................................ tlmicts 
..................... 5. Lcyte, Third District 

Sub-Total 

C. F'lood Control and Sewerage 

I. Manila and Suburbs Flood Con- 
...... t,rol and Drainage Project 

TOTAL FOR WATER RESOURCES 
DEVET~OPMENT 

1. Manila and Suburbs Flood Con- 
.............................................. bat0 Road 

2. Improvement of major trunk 
roads in Luzon (see attached 

.................. ................................... List 1) .... 
3. Improvement of major high- 

way networks in Luzon (see 
.............................. attached List 2) 

4. Improvement of major trunk 
 road^ in Mindanao and the 
Visayas (see attached List 3) 

5 .  Improvement of major high- 
ways networks in Mindanao 



and the Visayav (see attached 
List 4) ......................................................... 

6 . Bangkal-Mao-Buhangin A i r- 
port Pasakan ..................................... 

7 . Manila South Road ........................... 

Sub-Total 

H . Railroads 

1 . Modernization and improve- 
ment of the Philippine Na- 
tional Railway .................................... 

C . Airports and Air Navigation Facilities 

1 . improvement of 22 National 
Airports a.a follows: 

a . Mactan airport ........................... 
b . Zamboanga airport .................. 
c . Davao airport .............................. 
tl . Cagayan dc Oro airport ...... 
e . Racolod airport ........................... 
f . Iloilo airport ............................. 
g . Cotahato airport ........................ 
h . Tacloban airport ........................ 
i . Laoag airport .............................. 
j . S:in Fernando (L.U.) air- 

port ......................................................... 
k . Buayan airport .......................... 
1 . Bancaqi airport ........................... 

m . Roxas airport .............................. 
n . Legazpi airport ........................ 
o . Durnagucte airport .................. 
p . Puerto Princesa ~ l i r p o ~ ~ t  ...... 
(1 . Daet airport .............................. 
1% . Sorsopon airport ........................ 
s . Masbate airport ........................... 
t . Ragabag airport ........................ 
11 . 01:rnoc airport ............................. 
v . Villaba airport .......................... 

2 . Air navigation facilities .................. 

Sub-Total 

1 .. Batangas ............................................... 
2 . Tabaco ................................................... 
3 . Cagayan de Oro .................................. 







LIST 1 

IMPJiOVEMENT O F  MAJOR TRUNK ROAIIS 
IN LUZON 

Roar1 Section 

MANILA NORTH ROAD 

Obaado-Tabang .................................... 
Tabitng-San Fernando .................... 
Sail Fernando (Pampanga) - 

r 7 I tzrlac ......................................................... 
Tarlac-Slo. Tomas .............................. 

...................... Sto. Tornas -Urdanei;a 
Rosario-Damortis .............................. 
Dmnol-tis-Bauang ................................ 
Bauang-San Fernando (J,.U. j 
8an Fernando (L.U. ) -Narv,zcan 
Narvacan-Vigan .................................... 
Vigan-Laoag ............................................. 

TOTAL 

MANILA EAST ROAD 
I'asig-Rinangonan .............................. 
Binangonan-Sta. Cruz ........................ 

SAN FERNANDO, PAMPANGA- 
~INALUPIHAN-OLONGAPO ROAD 

San Fernando, Pampanga ... 
Dinalupihan ........................................ 

1)inalupihan-Olongapo ..................... 
Olongapo-Castillejos ........................... 

TOTAL 

Length 
(kms.) 

21.50 
31.10 

56.50 
48.40 
10.55 
11.85 
33.70 
10.30 
98.10 
28.90 
75.45 

-- 

426.35 

Estimated Cost 
Dollar Peso 

Component Component 
(I11 Million (In Milliort 

US$) t) 

ROSARIO BAGUIO-RAUANG 
ROAD 

Jtosario-Baguio ....................................... 33.85 0.695 5.816 
Raguio-Bauang ...................................... 35.80 0.405 3.379 

. -. . .A 

TOTAL 69.65 1.100 9.196 



Batangas-l'agaytay ...................... .. 92.60 1.618 13.378 
'ragaytay-Bacoor ............................ 41.45 0.399 3.168 
Xscoor-Cavite ...................................... 12.60 0.110 1.021 
Bacoor-Las Pinas ............................ 3.00 0.009 0.077 

TOTAL 

'I'AKLAC.~TA . ROSA AND CAPAN- 
SAN FERNANDO ROAD 

'I'ar.lac.Sta . Rosa ................................ 40.60 0.615 5.301 
Gapan-Sax1 Fernando, (Pam- 

panga) ........................................... 47.30 0.715 5.784 
. ... . -  . -- 

TOTAL ................................... 87.90 1.33U 11.085 

LIST 2 

IMPROVEMENT OF MAJOR HIGHWAY NETWORKS 
IN LUZON 

kstimated Cost 
Dolla~ Pcsn 

Road Sect;inn I,ength Component Component 
(kms.) (In Million ( In Millioil 

IJS$) p) 

........................... Yto . Tomas.Sta . Fe 58.40 1.493 14.956 
Dagupan-Urdaneta ............................. 26.55 0.213 1.972 
Tarlac-Bugallon ............................... '75.00 1.531 14.002 

A . - ......... - 

TOTAL ............................................ 159.95 3.237 30.930 

Aparri-Alilinao .................................... 8.58 0.127 0.952 
Alilinao-Tuguegarao ....................... 96.42 1.779 14.736 

..... 

TOTAL ............................................... 104.00 1.906 16.688 

Dinalupihan-Pilar ................................. 25.90 0.392 3.200 
Pilar-Limay ....................... .. ................*. 13.30 0.377 2.967 
Cnstillejoa-Sta . Crux ........................ 1.28.60 1.962 19.418 

..... - 
TOTAL .......................................... 167.80 2.731 25.585 

Tabaco-Legazpi ................................... 25.00 0.259 1.914 
Tabaco.I,iga o.Pioduran .................. 70.00 1.000 5.000 
Alhay Westcoast ................................... 50.00 1 . 000 5.000 







Ay ungon-Guihulngan ........................ 
Pamplona.Sta . Catalina .................. 
Bayawan-Basay i n c 1 u d i ny 

bridge ..................... .. ..................... 

<:mu NORTH ROAD 
Carmen-San Remigio ........................ 
Rogo-Daan Bantayan-Maya ......... 
Danao-Asturias .................................... 

TOTAI. ............................................ 

(:EBU SOUTH ROAD 
Santander-Alegria .............................. 

............................................. Cebu-Sibonga 

TOTAL ................................................ 
OZAMIS-PAGADIAN-ZAMB~ANGA 

C:ITY ROAD 
Ozamis- Aurora ....................................... 
Aurora-Pagadian ................................ 

....................................... Pagadian-Ipil 

TOTAL ................................................... 

ILOILO NETWORK 
Iloilo-San Joaquin .............................. 
. . Ilollo-Ivisan ................................................ 
Tvisan-Ibajay ........................................... 
Iloilo-Sara ................................................... 

DAVAO SURIGAO ROAD 
Tagurn-Lupon .......................................... 
Placer.Sta . Ana ....................................... 

NEGRos OR . AND NEGROS OCC . 
NETWORK 

New Sagay-San Carlos .................. 
............... San Carlos-Vallehel*moso 

San Enrique-La Castillana ......... 

IIJGAN-LINAMON ZAMBOANGA 
ROAD 

Iligan-Linamon ....................................... 
Linamon-Kapatagan ........................... 
Kapatagan- Aurora .............................. 



LEYTE NETWORK 
Rato-Bontoc 12oad ............................ .. 
Maasin-Bontoc Road ...................... 
McArthur-Bato Road ....................... 

COTAHATO-LANAO ROAD 
Nuling-Parang ........................................ 

SAM& NETWORK 
Calbayog-San Jose .............................. 

DANGCAGAN- CALINAN-DAVAO 
CITY SECTION ............................. 

[REPUBLIC ACT NO. 61731 

AX ACT DECLARING A NATIONAL POLICY ON THE PETROLEUM 
lNI)USTRY, KElGULATING THE ACTIVITIES AND RELATIONS 
OF' PERSONS AN11 ENTITIES ENGAGED THEREIN, ESTAB- 
1,ISIIING AN 011, INDUSTRY COMMISSION TO EFFECTUATE 
THE SAME, AND DEFINING ITS FUNCTIONS, POWERS ANL) 
OBJECTIVES, AND FOR OTHER PURPOSES. 

Be it enacted b y  the Senate and Hozrse of Representatives of the Philip- 
pines in Congress assembled: 

SECTION 1. T i t l ~ .  -This Act shall be known as the Oil Industry 
Commission Act. 

SW. 2. Declaratior~ of  Policy and Pti?.poses. - Petroleum and its 
products being vital to national security, and their continued supply :it 
reasonable prices being essential to the general welfare, i t  is hereby dec- 
lared to be the policy of the State that  act and business of importing, 
exporting, re-exporting, shipping, transporting, processing, refining, stor- 
ing, distributing, marketing, and selling crude oil, gasoline, kerosene, 
gas and other refined petroleum products as well as the operations and 







fidential, all positions in the  Cornmiasion are subject to the provisions of 
the Civil Service Law and Rules, but are  exempt from the regulations 
of the Wage and Position Classification Office. 

SEC. 6. Fi~nctions of the Commissiorr. -The Commission shall have 
supelqvision and jurisdiction over all persons, corporations, firms or en- 
tities engaged in the business of importing, exporting, re-exporting, ship- 
ping, transporting, processing or refining of indigenous and imported 
crude oil or  other lletroleum product ,  storing, marketing, distributing, 
or selling, both at  wholesale and retail, gasoline, gas, oil, kerosene, and 
other crude or refined petroleum products, and shall regulate and 
supervise the operations and activities of said persons and entities in- 
cluding the following : 

( a )  To set coliditions which would accomplish the purposes of this 
Act, under which persons, natural or juridical, can engage or continue 
engaging in the business of importing, exporting, re-exporting, shipping, 
transporting, processing, refining, storing, distributing, marketing or 
  el ling crude oil, gasoline, kerosene, gas, and other refined petroleum 
products or by-products ; 

(b) To study the importation of crude oil into the Philippines and 
to determine its most economical sources transportation routes, and 
freight rates ; 

(c) To look into all available sources of supply of crude oil, draw 
up plans to cope with such contingencies as may arise should prevailing 
sources of supply become closed or inaccessible, and enter into such pre- 
liminary negotiations or arrangements with possible alternative sources 
as may be necessary t o  assure a stable, adequate and continuous supply 
of crude oil and refined petroleum products under the most economic 
HY may be necessary to assure a stable, adequate and continuous supply 
and competitive terms possible; 

(d )  To encourage and assist in the organization of associations of 
Filipino oil and gasoline dealers and distributors throughout the Philip- 
pines, public utility operators, gasoline and oil consumers, and other sim- 
ilar groups, through the formation of cooperatives or through other group 
action ; 

(e) To recommend to the President that  the State, thru such 
agency or agencies as the President may designate, acquire equity in any 
refinery now existing or that may be organized hereafter: Provided, 
however, Thai equity so acquired shall be made available to the public, 
giving priority to dealers of petroleum products and gasoline station 
owners or operators; and 

( f )  To do and perform any and all such acts RB may be necessary 
and proper to carry out the purpose of thia Act. 



The jurisdiction of, and all functions exercieed by, the Bureau of 
Mines over petroleum refineries are  hereby transferred to the Commia- 
sion. 

SEC. 7. Powers of tli e Commission U p o n  Notice and Hearing. - The 
Commission shall have power, upon proper notice and hearing, in accorcl- 
ance with the provisions of this Act: 

(a)  To determine whether current market prices of petroleum prod- 
ucts are reasonable and to set the prices of the same, providing for a 
fair  and reasonable return. No changes in prices may thereafter be made 
by the Commission without prior public notice and hearing a t  which any 
consumer of petroleurrl products and other parties who may be affected 
may appear and participate. In  setting prices or making changes, there- 
of, the Commission shall be guided by the following considerations: 

(1) Whether claimed increases or decreases in costs, sales or profits 
are real or simulated; 

(2) Whether expenses and costs which are claimed to have been in- 
curred, or are being incurred, or are  to be incurred are  reasonable, and 
whether any increases therein may be offset by increased efficiency and 
reduction of excessive or unnecessary expenses; 

(3) The impact of the proposed prices or change therein on the  
economy and on the consuming public, particularly low income groups 
and industries essential to the national welfare or security; and 

(4 )  The cost and profit levels of the industry. 

(b) To regulate the capacities of new refineries or additional capa- 
cities of existing refineries so as to accomplish the purposes and objec- 
I-ives of this Act; 

(c) To license refineries that  may be organized after  the passage of 
this Act, under such terms and conditions as are  consistent with the na- 
tiolltll interest ; 

(d) To regulate the operations and trade practices of the industry 
in order to encourage orderly competition, prevent monopolies and col- 
lusive practices within the  industry, giving due regard to the ecological 
and environmental needs oii the  country. 

( e )  To review the cost a t  which crude oil had been imported into 
the  Philippines within the  preceding year, whether by private entities 
or by the Government, whenever the Comrniseion has received a formal 
complaint or has reason to  believe that  prices or shipping costs a t  which 
crude oil has been or is being imported into the Philippines are  unreason- 
able 01. out of line with trends in the international market, taking into 
consideration among other factors, the quality and security of supply, 
availability and location of crude oil, and freight rates prevailing a t  the 
time; and, i f  found to be unreasonable or  out of line, to require the im- 



porter or importers concerned to reimburse the excess of the foreign 
exchange involved to the Central Bank and to fix the maximum import 
cost, requiring that, before future importations be made a t  a cost in ex- 
cess thereof, the approval of the  Commission be first secured. Any order 
of the Commission in the exercise of this power shall be binding on the 
Centml Bank, the  Bureau of Customs and all other executive agencies 
of the government; 

( f )  To require that  preference be given to Philippine vessels and 
bottoms for the purpose of transporting crude oil to and from the Phil- 
ippines where said vessels can undertake said function on substantially 
the same basis a s  foreign-owned vessels ; 

(g) To take adequate steps to prevent monopolies and  combination^ 
in restraint of trade within the petroleum industry, or involving enter- 
prises engaged in the petroleum industry; 

(h )  To recommend to the President that  the State, through such 
agency as the President may designate, take over the operation of any 
refinery or  other firm, corporation or entity engaged in the  petroleum 
industry whenever the public welfare or national interest so requires 
or (1) such refinery, firm, corporation or entity ceases or threatens to 
cease or  substantially reduces or threatens to reduce substantially i t s  
operations; and (2) i t s  cessation or threatened cessation or reduction or 
threatened reduction of operations threatens the continued supply of 
petroleum products a t  reasonable prices tot the general public or to in- 
dustries dependent on petroleum products for sources of energy, or 
otherwise creates a clear and present danger to the  national welfare or  
national security: Prwided, however, That the operation by the State 
shall continue only for such period of time as the threat  or danger per- 
sists: Provided, further, That just compensation shall be paid for the 
use of the property: And, wovided, finally, That any unrecovered in- 
vestment made by the State during the take-over shall be reimbursed by 
the refinery, firm, corporation or entity; and 

( i )  Whenever the Commission has received a formal complaint and 
has determined that  the  price of any petroleum product is unreasonable 
or out of line, or that  there is a shortage of said product, i t  may, in 
addition to fixing prices as  above provided, permit government agencies 
or private parties not engaged in refining petroleum products to import 
the  same, until such times as  prices shall have gone down to a reasonable 
level or the shortage has been relieved. 

SEC. 8. Powers of the Commissiom Without Hewing.--The Com- 
mission shall have the power to  do the following without hearing: 

(a) Require importers of crude oil and petroleum products to file 
with the Commission data on their import and shipping costs as well as 
other material information relative thereto; 

(b) Require all persons, corporations and other entities engaged 
in the petroleum industry and their associationt~ or institutes, to furnish 



it with such relevant information i t  may need to discharge its duties 
under this Act, and to exercise its functions and powers under Sections 
six, seven arid nine hereof; 

( c )  Require all dealership agreements to be filed and registered 
with the Co~nmission as public documents ; 

(d)  Issue szibpoe7in and subpoe,r$a duces tecum in any inquiry, study, 
hearing, investigation, or proceedings which i t  may decide to undertake 
in the exercise of its functions, powers and duties under this Act; 

( e )  Promulgate rules and regulations relevant to  procedures gov- 
erning hearings before the Commission and enforce compliance with any 
rule, regulation, order, or other requirement of this Act or of the Com- 
misuion: Provided, That said rules and regulations shall take effect 
fifteen days after publication in the  Official Gazette; and 

( f )  Perform such other acts as  may be necessary or conducive 
to the exercise of its functions ana powers and the discharge of its 
duties under. this Act. 

SEC. 9. Other Duties of the Commission.-The Commission shall 
undertake a continuing study of the  petroleum industry in i ts  domestic 
and international aspects, gather and collate information and statistics 
bearing on the industry, submit an  annual report to the members of 
Corrgresu and to tne President of the Philippines on its activities and 
the results of its studies, including therein such matters as i t  may deem 
appropriate subjects of legislation or executive action. The Commission 
shall likewise keep itself regularly and thoroughly informed of cnnditio~ls 
in the industry in order to enable i t  to perform its functions, exercise 
its powers and discharge its duties effectively. 

The annual report of the Commission ahall include,, among others, 
the following data on a company by company basis: 

(a) Volume, weight, type, import price, and supplier of crude oil 
and petroleum produch imported; 

(b)  Tonnage, type, nationality and ownership of vessels used in im- 
porting crude oil and petroleum products, as well as shipping costs; 

(c) Audited finczncial statements of petroleum refineries and mara- 
keting companies ; 

(d)  Data on exported products, price of same, country of destina- 
tion, anci vessel used; 

(e)  Listed wholesale price of gasoline on a monthly basis; 

( f )  Posted and market prices of crude oil at sources of importa- 
tion and cther known sources of crude oil supply; and 

( g )  Cost of refining petroleum products. 



Sm. 10. CommisAn Procedure.-All inquiries, studies, hearings, 
investigations and proceedings conducted by the Commission shall be 
governed by rules adopted by the Commission, and in the conduct thereof 
t h e  Comminsion shall not be bound by the  technical rulee of evidence: 
Provided, That the Commission may summarily punish for ~ o n t ~ e m p t  by a 
fine not exceeding five hundred pesos or by imprisonment not exceeding 
thirty days or both, any person guilty of such misconduct in the presence 
of the Commission or so near thereto as  to seriously interrupt any hear- 
ing or session or  any proceedings before it, including cases in which a 
person wilfully fails or refuses, without just cause, to comply with a sum- 
mons, szibpoenu or subpoe~m dt~ceu tecum legally issued by the Commis- 
sion or, being present a t  a hearing, session or investigation, refuse~l to  be 
sworn as a witness or to answer questions when lawfully required to do 
so, or to furnish information required by the Commission under this Act. 
The sheriff and other police agencies of the place where the hearing or 
investigation is conducted shall, upon the request of the Commission, as- 
sist i t  to enforce the provision of this Section. 

SEC. 11. Review of Commisswn's Order.-A party adversely affected 
by any order of the Commission in the exercise of its powers subject to 
hearing may, within a period of thirty days from receipt of said order 
or fifteen days following denial of a motion for reconsideration filed within 
the period to appeal, petition the Supreme Court, by cert,wrari as a mode 
of appeal, to review and reverse, modify or amend the same, without pre- 
judice to invoking other special civil remedies allowed under the Rules of 
Court. The order, ruling or decision shall become executory fifteen days 
after  the expiration of the period to appeal. Unless the Supreme Court 
directs otherwise, appeal shall not stay the  execution of the ruling, order 
or decision. 

The Supreme Court shall prescribe the procedure to be followed for 
such appeals, but until i t  provides otherwise the procedure governing 
appeals from the Public Service Commission shall be followed. 

SEC. 12. Petroleum Dealers' or. Dist?-ibutws Assoeiatio.n.-For the 
purpose of this Act, a petroleum dealers' or distributors' association is 
an  organization or association of petroleum dealers or distributors dealing 
in petroleum products duly registered with the  Securities and Exchange 
Commission. 

SEC. 13. Requirements to Petroleum De,aLers' and Distributors' As- 
wciation.-Every petroleum dealers' or  distributors' association duly reg- 
istered with the Securities and Exchange Commission, shall keep books 
and records containing a list of ib members in alphabetical order and 
the minutes of its meetings, a list of i ts  officers, and in general shall 
comply with all the  rules and regulations of the  Securities and Exchange 
Commission. 

SEC. 14. Appropriations.-The sum of one million five hundred thou- 
sand pesos or so much thereof as may be necessary for the proper imple- 



mentation of this Act for the fiscal years nineteen hundred seventy-one 
and nineteen hundred seventy-two is hereby appropriated out of any 
funds in the National Treasury not otherwise appropriated. Thereafter, 
the  operatiorial expenses of the Commission shall be drawn from fees 
and charges collected under the authority of Section fifteen of this Act. 
Any unobligated balances at the end of each fiscal year, starting with 
fiscal year nineteen hundred seventy-three, shall accrue to  the  general 
funds. 

SEC. 15. Additior~al Fee on Importations and Turn over of ac~llectiolns; 
Release to  th,e Comw~issiol~ is Min.iSteria1.-Effective July one, nineteen 
hundred seventy-one, there shall be levied, assessed and collected, an addi- 
tional fee of one-tenth of one per cent of the  Cm value of crude oil and 
petroleum products imported into the Philippines. The fee imposed herein 
shall be collected a t  the same time, in the same manner and subject to the  
same penalties as the duties and taxes regularly imposed on such pro- 
ducts. This fee shall not be a basis for any increase in the price of any 
petroleum product as of the date of the approval of this Act. 

The Commissioner of Customs shall turn over the collections to the 
'I'reasurer of the Philippines monthly within the first ten days of t h e  
succeeding month. No portion of the  collections may be transferred or  
diverted to the general or any other fund or used or  expended for any 
purpose other than for the budgetary requirements of the Oil Industry 
C:omrnisuion, the  provision of any law to the contrary notwithstanding. It 
shall be the ministerial duty of the Commissioner of the Budget and the 
Treavurer of the Philippines, as well as the officers and elnployees under 
their supervision and control, to effect releases of said collections to  the 
Commission upon order o r  authorization of the Chairman thereof. 

SEC. 16. Per~a,ities.--(a) Any person who give false or misleading 
data or information or  wilfully or through gross negligence, conceals or 
falsifies a material fact, in any investigation, inquiry, study or other 
proceedings held pursuant to  this Act, shall be punished with irnprison- 
nient of not less than two nor more than six months, and with a fine of 
not less than five hundred nor more than one thousand pesos: Provided, 
however, That if the false or misleading data or information shall have 
been given under oath, the maximum penalty for  giving false testimony 
or perjury .shall be imposed; 

(b)  Ariy person who violates any provision of this Act o r  any 
order, decision, ruling, or regulation of the  Commission shall, upon con- 
viction, be sentenced for a period of not less than six months and not 
more than five yeara and a fine of not less than five thousand pesos and 
not more than twenty-five thousand pesos. If the offender be a corpora- 
tion, partnership or juridical person, the penalty shall be imposed on the 
officer or officers responsible for permitting or causing a violation by the 
corporation, partnership or juridical person of the provisions of this 
Act ; 



(c) If the offender be a government official or employee, the max- 
imum penalty prescribed in paragraph (b) shall be imposed and the 
offender shall suffer the additional penalty of perpetual disqualification 
from public office without prejudice to any administrative action against 
him ; 

(d) If the olffender be a member of the Oil Industry Commission, 
and the commission of the offense is attended by clear abuse of discretion 
on his part, or  by any corrupt practice defined in Republic Act Numbered 
Three thousand nineteen, otherwise known us the Anti-Graft and COP- 
rupt Practices Act, or other similar irregularity, the  penalty imposed  hall 
be a fine of fifty thousand pesos and imprisonment of not less than ten 
years. A like penalty shall be imposed upon any private person, whether 
in the government service or not, who induces, aids or abets the offender 
in the  commission of the  offense; 

(e)  It shall be an offense, penalized as  provided in paragraph (c) or 
( d )  above, whichever may be applicable, for any person serving in the 
Oil Industry Commission either as a Commissioner or as  staff member to 
directly or indirectly be employed by, o r  to receive any  compensation from, 
or to have m y  direct or indirect financial interest in, any firm engaged 
in importing, refining or marketing crude oil or any petroleum product; 

( f )  Any alien violating this Act shall, in addition to the penalty 
herein provided, be deported after service of sentence arid shall not be 
permitted reentry into the Philippines. 

SEC. 17. Separability! of An,y Provision.-If any provision of this 
Act. shall be held invalid, the remainder of this Act shall not be affected 
thereby. 

SEC. 18. Repea1in.g Clause.-The provisions of Republic Act Num- 
bered Sixty-one hundred and twenty-four, otherwise known as the Price 
Conrtol Law, referring to petroleum products, and all Acts or parts of 
Acts inconsistent with this Act are  hereby repealed but the  repeal shall 
not affect judicial actions, prosecutions or  proceedings begun while the 
same were in force. 

SEC. 19. Effective Date. - This Act shall take effect upon its ap- 
proval. 

Approved, April 30, 1971. 



1 REPUBLIC ACT NO. 62371 

AN ACT FURTHER AMENDING REPUBIJIC ACT NUMBERED SIX 
HUNDRED SEVENTY-NINE, AS AMENDED BY REPUBLIC ACT 
NUMBERED ELEVEN HUNDRED THIRTY-ONE (re Woman and 
Child Labor Law). 

Be i t  enacted by the Senate and House of Representatives o f  the Philip- 
pines irr. Congress assembled: 

SECTION 1. Section one of Republic Act Numbered Six hundred 
seventy-nine is hereby amended t o  read as followa: 

"SECTION 1. E?nplo)lment of childrer~ helow twelve years of age.- 
No child below twelve years of age shall be employed or permitted or 
suffered to worli with or  without compensation in any shop, factory, 
commercial, jndustl-ial, 01- agricultural establishment, in any kind of 
work, including dornestic service and street trades; Provided, however, 
That this paragraph shall not apply to work performed outaide school 
hours in the home or farm enterprise of the child's parent or guardian. 

"(a) Children between twelve and fifteen years of age may only be 
employed to  perform light work- 

I. Which is not harmful to their health or normal development; and 

2. Which is not such as to prejudice their attendance in school or 
to benefit from instructions there given, 

" ( b )  No child between twelve and fifteen years of age shall he 
employed or permitted or suffered to work with or without compensation 
on school days in any shop, factory, commercial, industrial or agricultural 
establishment or any place of labor unless such child knows how to  read 
and write, 

"(c)  This section shall not apply to work done in vocational, tech- 
nical, or  professional schools, which is essentially of an educative charac- 
ter and is not intended for  commercial profit, provided such schools are 
duly authorized under the law. 

"For the  purpose of this section, the  Secretary of Labor or his duly 
authorized representative shall specify what forms of employment may be 
considered light." 

SEC. 2. Section l .wo of the same Acl is hereby amended to read as 
follows : 

"SEC. 2 .  Emplo!irr~.c'?~t o f  ChiZdr.cn, below sixteen years of  age. - 
( 1 1 )  No child under sixteen years of age shall be employed 01: per- 

mitted or suffered to work- 

) in any industrial undertaking or in any branch or division 
thelaeof, including- 

(an)  mines, quarries and other works for the extraction of minerals 
from the earth; 



( b b )  undertakings in which articles are manufactured, transformed, 
altered, cleaned, repaired, ornamented, finished, adapted for 
sale, or broken up or demolished; 

(CC)  undertakings engaged in shipbuilding, or in the generation, 
transformation or transmission of electricity or motive power 
of any kind; 

(dd) undertakings engaged in building and civil engineering works, 
including constructional repair, maintenance, alteration and 
demolition work; and 

(ee) undertakings engaged in the transport of passengers or goods by 
road or sail or by inland waterways, or in the handling of goods 
at docks, quays, wharves, warehouses, or airports. 

"(2) in any shop, factory, industrial establishment or other place 
of labor- 

(aa) as operator of elevators, motorman, or fireman; 
( b b )  to operate or assist in operating or to clean machinery; 
( C C )  to work underground or with the use of ramps or scaffoldings; or 

"(3) in billiard rooms, cockpits, other place where games are played 
with stakes of money or things worth money, or in a bar, night 
club, dance hall, stadium or race track, in any kind of work." 

SEC. 3. Section five of the same Act is hereby amended to read as 
follows : 

"SEC. 6 .  Hours of work of  children; night work.- 
(a) No child below sixteen years of age shall be employed or per- 

mitted to  work in any shop, factory, commercial or industrial establish- 
ment or other place of labor- 

(1) for more than seven hours a day or forty-two hours weekly; and 
(2) between six o'clock in the afternoon and seven o'clock in the 

morning of the following day. 

( b )  No child who has attained the aye of sixteen years but is below 
the age of eighteen years shall be employed or permitted or suffered to 
work in any shop, factory, commercial or industrial establishment or other 
place of work between six o'clock in the afternoon and seven o'clock in the 
morning of the following day. 

"No exception for young persons of either sex to the prohibition of 
night work shall be allowed except under circumstances and subject to the 
conditions specified in the International Labor Convention No. 90 on Night 
Work of Young Persons (Industry) Revised (1948) (Ratified : 1963) ." 

SEC. 4. Section seven of the same Act, as amended, is further amend- 
ed to read as follows: 

"SEC. 7 .  Employmmt of women.- 

(a) No women, regardless of age, shall be employed in any shop, 
factory, c~mmercial  or industrial establishment or other place of 



labor to perform work which requires the employee to work 
always standing or which involves the lifting of heavy objects. 

( b )  No woman, regardless of age, shall be employed or permitted or 
suffered to work, with or  without compensation, in any indus- 
trial undertaking or branch thereof between ten o'clock a t  night 
arid ten o'clock in the rnorniriy of the following day, except those 
who are immediate members of the  family operating or owning 
the same. An ernployer may be exempted from the reyuircmenl 
of this subsection- 

" ( I )  in case of fo?.ce ~rzajeure causing an interruption in the work 
which was not foreseen and which is not of a recurring- cha~~ac te r  ; 

( 2 )  by the Secretary of Labor, if he finds, after propc:ra investigntior~, 
that: the work has to do with raw materiai or in:it;crE:~lu in the 
course of treatment which are subject to rapid deterioration arid 
night work is necessary to preserve such materials :from loss; arid 

(3) by the President of the Philippinw, with or without the recom- 
rriendation of the Secretary of T,abor-, after consultation with em- 
ployers and workers' organizations cnncerncrl in case of sfriouv 
ernurgency where national interest demand the suspension of the 
night work prohibition for women in particular industry or in- 
dustries. Such suspension shall be notified by the government 
to the Director General of the International Labor Office in i l s  
Annual Report on the Application of the Night Work Convention. 

" ( c )  No woman, regardless of age, shall be employed or permitted 
or suffered to work, with or without compensation, i n  any com- 
mercial or non-industrial undertaking or branch thereof, other 
1h;ul agricultural, between twelve o'clock midnight and seven 
o'clock in the morning of the following day, except: those who arc 
immediate members of the family owning or operating thc same. 

"(d)  No woman, regardless of age shall be employed or permitted or 
suffercd to ~ r o r k  in any agricultural undertaking at night with- 
out giving her :I period of rest of not less than nine consecutive 
hours. 

The prohibition against night work for women provided for 
in subsections (b),  (c) and (d) hereof shall not apply to- 

( I )  women holding responsible positions of a managerial 
or technical character; and 

(2) women employed in health and welfare services, 

" ( p )  III ally shop, factory, comniercial, industrial, non-industrial or 
agricultural establishment or other place of labor where men and 
women are employed, the employer. shall not discriminate against 
any woman in respect to terms and conditions of employment on 
account of her sex, and shall pay equal remuneration for work 
of equal value l'or. both men and women employees. 



" ( f )  No woman, eighteen years or over, shall be allowed or permitted 
or suffered to work in any shop, factory, commercial or indus- 
trial establishment or in any place of labor without granting 
her a rest period of eleven consecutive hours of work between 
two working periods.'' 

SEC. 5. This Act shall take effect upon its approval. 

Approved, June 19, 1.971. 

[REPUBLIC ACT NO. 62581 

AN ACT AMENDING SECTIONS FOURTEEN AND TWENTY-TWO 
O F  REPUBLIC ACT NUMBERED FIFTY-ONE HUNDRED AND 
ETGHTY-FIVE, OTHERWISE KNOWN AS THE "DECENTRAL- 
IZATION ACT O F  1967". 

Bc i t  c~tacted b v  the  Senate and House o f  Reprasenta.tives o f  the Philip- 
pilles in Colrgress assembled: 

SECTION 1. Section fourteen of Republic Act Numbered Fifty-one 
hundred and eighty-five is hereby amended to read as  follows: 

"SEC. 14. Retenlio)~, Release and Adjustment of Regular arrd Spe-  
rial Interual Revellue Allotments and thirty percent share f r o m  excess 
it?co?rtr tax  collcctio??s.-Within five days after  the end of each month, the 
treasury field cashiers to whom all collecting officers shall remit all their 
collections in each province shall retain from all their collections accruing 
to the national government and remit to  the provincial treasurer an  
amount equivalent to one-twelfth of the  pre-determined annual internal 
I-cvenue regular and special allotments of the province and municipalities 
under it, and to  the city treasurer an amount equivalent to one-twelfth of 
Iha prc-determined annual internal revenue regular and special allotments 
of the city: P r o v i d ~ d ,  That in provinces where there are no treasury field 
cas2iiers, such personnel shall be appointed. In case collections are remitted 
rlirectly to the national treasurer, as in Manila and suburbs, he shall remit 
:he corresponding share to the city or provincial treasurer concerned with- 
In the same period. The allotment of municipalities within each province 
shall be distributed by the provincial treasurer concerned within five days 
after receipt thereof. 

"Within ten days after  the end of each month, the city or provincial 
treasurer shall render a report to the Commissioner of Internal Revenue 
showing the corresponding amount rec,eived by the city or the  respective 
amounts retained by the province and released to  the municipalities for 
the preceding month. 



"In cases where the monthly collectionv are not suffic~ent to cover the 
regular and special allotments of a province, city or municipality, the cor- 
responding balances shall be released by the Bureau of Internal Revenue 
within thirty days after the expiration of every month lo the provincial 
treasurer concerned, in case of a province or municipality, and to the 
city treasurer, iu c.:ise of a city. The corresponding balance for municipal- 
ities shall be relcaxed by the Provincial Treasurer concerned within five 
days after receipt thereof. 

"With regards to the ten percent share of provinces, twenty percent 
share of municipalities and thirty percent share of chartered cities from 
excess income tax collections, the Commissioner of Internal Revenue shall 
determine the excess income tax coIlections of cities and mlrnicipalities 
a s  of June thirty of every fiscal year and fifty per rent of the  rorrespond- 
iny shares of provinces, cities and municipalities shall be retained by the 
field cashiers from the collections of income tax in Ju ly  and the remaining 
fifty percent Irorn the collcctionu in April, next followitig the fiscal year 
the same to he ?.emitted to provincial and city treasurers within five days 
after the said months of July and April, together with thc regular and 
special internal revenue allotments or  the same months. 

"The Secretary of Finance shall promulgate, the rules and regulations 
for  the proper implementation of this section." 

SEC. 2. Section twenty-two of Iiepublic Act Numbered Fifty-one 
hundred and eighty-five is hereby amended to read as follows: 

( a )  .Any public officer committing any act or omission in violation 
of Sections four, six, eight, sixteen, seventeen and twenty-three of this 
Act ahall be punished with imprisonment of not less than six mout'hs nor 
more than two thousand pesos or both a t  the discretion of thc Court. 

( b )  Any public officer who fails or refuses to turn  over the regular 
and special allotments and shares from excess income tux collections men- 
tionecl in section ,fourteen of this Act within the periods fixed therein, or 
who delays, obstructs or  prevents the same; or who orders, causes or 
el'lects the transfer or diversion of the same or any part t.hel.eof, shall be 
punished with imprisonment of not less than one year: and not n ~ o r e  
lllrtn six years 01. :l fine of not less than two nor more than ten thousand 
pesos or both :it the discretion of the court. 

( c )  Tn addition to the foregoing penalties, the public officer commit- 
ting any of the of'l'enses herein penalized shall be dismissed from the 
service with prejudice to reinstatement and with permanent disqualifi- 
cation for election or  appointment to any public office. 

( d )  Any person who cooperates, induces, participates or conspires 
with Lhe public officer in the commission of the same penalty of imprison- 
ment or f i ~ i e  or both hereinabove provided." 

SEC:. 3. This Act shall take effect, upon its approval. 

Approved, dune 19, 1971. 



[REPUBLIC ACT NO. 62601 

AN ACT INSTITUTING A COCONUT INVESTMENT FUND AND 
CREATING A COCONUT INVESTMENT COMPANY FOR THE 
ADMlNISTRATION THEREOF. 

Be i t  crtacted b?/ the Sejza,te arid House of Represarctatives of the Philip- 
pines i??. Cot~gress assembled: 

SECTION 1. Title.-This Act shall be known as the Coconut Inveat- 
171ent Act. 

SEC. 2. Declaratio~c. of Po1icp.-It is hereby declared to be the n a  
tional policy to accelerate the development of the coconut industry through 
the provision of adequate medium and long-term financing for capital 
investment in the industry, by instituting a Coconut Investment Fund 
capitalized and administered by coconut farmers through a Coconut In- 
vestment Company. 

SEC. 3. Name, domicile, aud placc of bu9iness.-There is hereby 
created a corporation to be known aa the "Coconut Investment Company" 
which shall adminjster t h ~  Coconut Investment Fund established in 
section 8 hereof and which shall be organized within six (6) months after 
the approval of this Act. It shall have its principal place of business in 
t he  Greater Manila area, which shall be its domicile, and such branches 
or agencies within or outside the Philippines as may be necessary for the 
proper conduct of its business. 

SIX. 4. Purposes crwrrl, objectives.-The Company shall have the fol- 
lowing purposes and objelctives : 

( a )  To fully tap the potential of the coconut planters in order to 
maximize their production and give them greater responsibility in directing 
and developing the coconut industry ; 

( b )  To accelerate the growth of the coconut industry and other re- 
lated coconut products from the raw material stage t o  the semi-finished 
and finally, the  finished product stage ; 

(c )  To improve, develop and expand the marketing system; and, 

( d j  To ensure stable and better incomes for coconut farmers. 

SEC. 5. Specific and geneval powers.-In order to carry out the pur- 
poses mentioned in the preceding Section, the Company shall have the fol- 
lowing powers : 

( a )  To grant medium and long term loans to Filipino citizens or en- 
terprises, at least seventy percent (70% Pjo) of the capital stock of which is 
owned by Filipinos, for the purpose of financing the establishment, devel- 



opment and expansion of new and/or existing coconut agricultural, indus- 
trial or other productive enterprises with proven profitability or great 
profit potential: Yrovidad, That priority in the grant of loans shall be 
given to bvr~a- f ide  coconut farmers or associations awned or controlled by 
such farmers: Provided further, That the loans granted shall be properly 
secured in accordance with existing banking laws: Provided, fivully, That 
not less than sixty per cent ( 6 0 % )  of the total loanable funds to coconut 
farmers shall be allocated for loans to coconut farmers owning not more 
than ten hectares; 

( b )  To invest in shares of stock of corporations, a t  least seventy 
percent (79%) of thc capital stock of which is owned by Filipinos for thc 
purpose of financing the establishment, development and expansion of new 
and/or existing coconut industrial, financial and marketing enterprises 
with proven profitability or great profit potential ; 

(c )  To organize subsidiaries for the purpose of constructing, estab- 
lishing and operating coconut centrals or  mills and other collateral and 
support enterprises which will enhance the  development, integration and 
modernization of the  coconut industry ; 

( d )  To finance technical and economic research studies, promotional 
programs, scholarship grants and industrial manpower development prtj- 
jects for the coconut industry ; 

( e )  To issue  bond^ and other certificates of irldebtedness in :In 
amount riot exceeding one hundred million pesos (f100,000,000) the pro- 
ceeds from the sale of which shall be used excluvively in its lending and 
investment operations, subject to the approval of the Monetary Board: 
Provided, That the bonds to be issued under this Act shall be exempted 
from taxation, attachment, execution and seizure ; and 

(f) To enter into contracts and execute such other. acts and exercise 
such powers as may be necessary to carry out the purposes of this Act. 

SEC. 6. Capitalixatiwr~.-The company shall be capitalized a t  one 
hundred rnillion pesos (P100,000,000), divided into ten million common 
shares, with a par value of ten pesos each. The said capital stock shall be 
subscribed by the Government of the Republic of the Philippines for and on 
behalf of the coconut farmers and shall be initially paid from the proceeds 
of the levy imposed in section eight of this Act. 

SEC. 7. 1ncor.poration as a private erltity under Act Numbered One 
hoztsand fi011,r' h,u?tdred fifty- tine, as amended.-Upon full payment of 
the authorized capital stock, as evidenced by receipts issued for levies 
paid, o r  upon termination of a ten-year period from the start of the col- 
lection of the levy as provided in section eight hereof, whichever comes first 
the shares of stocks held by the Philippine Government for and on behalf 
o:f the coconut farmers shall be transferred, in accordance with such rules, 
regulations and prcccdurea as the Company shall prescribe and promulgate, 
to and in the name of the coconut farmers who shall then incorporate 



as a private entity under Act Numbered One thousand four hundred fifty- 
nine, as amended: Prbovided, That all powers, privileges and rights initially 
endowed on the Company under this Act shall be transferred to the new 
corporation together with all outstanding assets and liabilities, except 
the  right to levy which shall be terminated upon the  isauance of the  certi- 
fication of registration by the Securities and Exchange Commission to 
the Coconut Investment Company as a private corporation. 

SEC. 8. Thc Cocomift Irlvestnlertt Flitid.-There shall k levied on the 
coconut farmer a sum cquivalent to fifty-five centavos (M.55) on the  first 
rlomestic sale of every one hundred kilograms of copra, or its equivalent 
i n  terms of othcr coconut products, for which he shall be ~ssued a receipt 
which shall be converted into shares of stock of the Company u p n  i t s  
incorporation as a private entity in accordance with Section seven hereof. 
For every fifty-five centavos (P0.55) so collected, fifty centavos (P0.50) 
shall be set aside to constitute a special fund, to be known as the Coconut 
lnvestrnent Fund, which shall be used exclusively to pay the subscription 
by the Philippine Government for and in behalf of the coconut farmers 
to the capital stock of said Company: Provided, That this levy shall be im- 
posed until the one hundred million pesos authorized capital stock is  
fully paid, but collection of said levy shall not continue longer than ten 
ycars from the start thereof: Provided, flrrther, That the Philippine Co- 
conut Administration (PHILCOA) shall, in consultation with the re- 
cognized national associalion of coconut producers with the largest num- 
ber of membership as determined by the Philippine Coconut Administrs- 
iion, prescribe and promulgate the necessary rules, regulations and pro- 
cedures fol. the collection of such levy and issuance of the corresponding 
receipts: Prnvidc(1, still f ? /~ lhev . ,  That the receipts and/or certificates shall 
be :loll-transfe~aable except to coconut farmers only and to the company: 
PI ovided, fwrth~rnzoye, That operational expenses of the Company shall be 
limited to and charged against the earnings and/or profits of the Fund: 
P~.ovirJed, /inall?/, That one-tefith of such earnings of the fund for each year 
shall he used to finance technical and economic research studies, promo- 
tional programs, scholarships grants and industrial manpower develop- 
ment proylbarns for the coconut industry. 

SEC. 9. PHILCOA as Collectiovrb Agent and Trustee of t h e  Fund.- 
The PHILCOA shall collect the levy and immediately thereafter deposit 
the proceeds thereof in an interest-earning account with the Ilevelopment 
Kank of the Philippines or* any other government-owned or controlled bank- 
ing institution to the credit of the Fund : Provided, That all deposits made 
by the PHILCOA to the credit of said Fund shall be transferred to the 
Company credit of said Fund shall be transferred to the Company im- 
mediately upon its establishment: Provided, however, That the legal and 
administrative structure for such collection and issuance of receipts shall, 
within six (6) months from the approval of this Act, be completely set 
up  by the PHILCOA in consultation with the recognized national associa- 
tion of c o c o n ~ ~ t  producers with the largest number of membership as 



determined by PHILCOA: Provided, also, That payments shall accrue 
from such time as the said structure shall function, as determined by 
PHILCOA. Provided, further, That three centavos (M.03) out of every 
fifly-five centavos (W.55) collected shall be set aside to be used exclusive- 
ly to defray the expenses for:  (a) the setting up and continued operation 
(A' the machinery for  the collection and acknowledgment of payment, 
(b) the organization of municipal and provincial conventions of coconut 
planters, (c) the organization, supervision and conduct of regional coco- 
nut conventions and a national coconut congress, and (d) the production and 
dissemination of information: Provided, f i ~ ~ a l l y ,  That the remaining two 
cerltavos (P0.02) shall be placed a t  the disposition of the recognized na- 
tional association of coconut producers with the largest number of member- 
ship as determined by the Philippine Coconut Administration for the main- 
tenance and operation of its principal office which shall be responsible 
for continuing liaison with the different sectors of the industry, the gov- 
errlrrient and its ow11 maas base. 

SEC. 10. C'ompositio~1, terms of offzce, compeilwtiorl and marine?. of 
choosing f h e  lrzenzbers of the Bawd.-The corporate powers of the com- 
pany shall be vested in s board of directors consisting of eleven (11) 
members to be composed, for the period that  shares of stock held by Phil- 
ippine Government for and in behalf of the coconut planters have not 
been transferred to and in the name of said farmers, as provided for in 
Section seven hereof, of the PHILCOA Board Chairman and the duly 
elected president of the recognized national association of coconut pro- 
ducers with the largest number of membership as determined by the 
YIIII,COA, as ex-officio members, and nine (9)  other. members, all of 
whom shall be natural-born Filipino citizens, who shall, upon the recorn- 
mendation of the National Coconut Congress be appointed by the Pres- 
idcnt of the Philippines with the consent of the Commission on Appoint- 
ments and who shall serve for a term of three years, except as herein- 
after  provided. The members of the Board shall each receive a per diem 
of one hundred pesos (P100.00) for Luzon, Visayas, and Mindanao, of 
delegations of coconut farmers elected through successive municipal and 
provincial conventions, for the purpose of deliberating on matters of 
regional interest and selecting delegates to a national coconut congress, 
and (b )  thc national congress of coconut Sarmers for. thc purpose of deli- 
berating on matters of national interest and electing the officers of t h ~  
National Cocoriut Congress and six members whose names shall be sub- 
mitted to the President of the Philippines and from which list the Pres- 
ident shall choose and appoint three representing the three regions as 
members of the Board within sixty (60) days from their election and 
nomination by the national coconut congress : Provided, That the f irst  na- 
tional coconut congress convened under this Act shall elect eighteen (18) 
instead of six members, from which number nine (9)  shall be appointed 
members of the Board, as provided earlier in this Section, except that  
three shall be appointed for a term of one year, another three for two 
years, and the last three for three years: Provided, f r r r the~,  That all 



terms of office shall be reckoned from the date the first board shall have 
been appointed and qualified: Provided, furthermore, That the PHIL- 
C:OA shall, in consultation with the recognized national association of 
cocoriut producers with the largest number of membership as determined 
by the YHILCOA, formulate and establish the rules, regulations and 
procedures for the accreditation of delegations to, and the holding of, 
the said municipal, provincial and regional conventions and the national 
congress, in accordance with accepted principles of equal and just repres- 
entation: Provided, finallyj, That in the election of delegates, from the 
municipal level to the provincial convention, any born  fide coconut land 
owner, coconut tenant operator or copra processor who is the holder 
of COCOF'UND receipts and/or certificates shall each have one vote. 

SEC. 11. Powers of the Board. - The Board of Directors shall have 
the following powers and duties: 

(a,) To elect :i Chairman by a majority vote from among themselves, 
who shall serve for a term of one (1) year; 

( b )  To formulate policies necessary to carry out  effectively the pro- 
visions of this Act and to adopt by laws, rules and regulations for the 
effective operations of the Company in conformity with this Act and 
existing law; 

(c )  To determine the organizational structure of the Company by 
creating such departments or offices as are essential for its efficient 
operation ; 

(d)  T o  determine the number and fix the compensation of the of- 
ficers and employees of the Company, including the general manager: 
Providecl, That existing salary plans, laws, rules and regulations govern- 
ing the civil service shall not apply in the fixing of the compensation 
and appointment of o f f j c e ~  and employees ; 

( e )  To approve the annual and/or supplemental budgets of the Com- 
pany which inay be submitted to it by the management from time to 
time; and 

( f )  To conduct and maintain an up-to-date census of the number 
of coconut trecw owned by coconut farmers and such other date aa may 
be deemed necessary. 

SEC. 12.  Penal P~ovis ions .  -No member of the Board, official or 
employee of the Company shall have any financial interest in or con- 
nection with enterprises invested in by the Company. Any peraon or 
persons who shall be found guilty of fraud, or intent or conspiracy to  
defraud, in connection with any t ran~act~ion or agreement directly re- 
lated to the operaljon or administration of the Company or the Fund, 
or who shall seek to circumvent the provisions, intent and purposes 
of this Act shall, in addition to penalties already prescribed under the 



general laws, be punished by a fine of not less than one thousand pesos 
(81,000.00), but not rnore than two thousand pesos (P2,000.00), or by 
imprisonment of not less than two months but  not more than two (2) 
years, or both, a t  thc digcretion of the court.. 

SF&. 13. Co~~stit~ilio)tulii~/. - If any provision or provisions of this Act 
ahall be held unconstitutional, its other provisions shall not be affected 
thereby. 

SEC. 14.  E f j ' t b c t i v i t ~ .  -This Act shall take effect upon its approval 
and shall be deemed and accepted, to all legal intents and purposes, as 
the  statutory articles of incorporation of the Company, but not beyond 
its transformation into a private corporation in nccordance with Sec- 
tion seven of this Act. 

Approved, June 19, 1971. 

[REPUELIC ACT NO. 63611 

AN ACT Pl lOVI l~ING FOR THE FIXING OF TIIE MAXIMUM SELL- 
ING I'FLICE OF ESSENTIAL ARTIC:I,E:S OR C'OMMODITIES, 
CRTi:ArCING THE PRICE CONTROL COUNC:IL, AND FOR OTHER 
PURPOSES. 

SECTION 1. It is hereby declared to be the national policy to prevent 
monopoly, hoarding, injurious speculation; manipulation and profiteering 
with respect to the s~l)ply ,  distribution and marketing of the following 
articles or commodities, whether inlported or locally produced or  rnanu- 
factured, and to fix the maximum prices, consistent with the policies 
of the Statt. to inc*l-ci~se production and p~~oductivity, of ~ u c h  of these 
commodities as are essential to the  public i~lterest:  

(1) Mctlicines, ~ I ' I I ~ R ,  surgical, optical and dental supplies; 

(2)  Essanti:il food and foodutuffs including milk, soEl drinks and 
other beverages ; 

(3) Animal and poultry feeds and veterinary supplies ; 

(4) Clothes, clothing, and ~ e w i n g  and weaving materials and sup- 
plies ; 

(5) Fuels, lub~ic:ints, crude oil anti petroleum products, without pre- 
judice to any  action which the Oil Industry C'ommissian may hereafter 
take undei. the lwovinions of R.A. 6173. 

(6) Cr,nstruction materials; 



(7)  Educational and office supplies and equipment ; 
(8) Fertilizers, insecticides, pesticides and other agricultural inputs; 

(9) Motor vehicles and spare parts, tires, batteries, engines and other 
machineries ; 

(10) Household utensils, appliances and other household necessities ; 
(11) Footwear including all the components thereof. 

SIX. 2. To carry out the above policy, there is hereby created a 
Price Control Council (hereinafter referred to as the "Council"), which 
shall composed of the Secretary of Commerce and Industry, the Sec- 
retary of Agriculture and Natural Resources, the Secretary of Health, 
the Chairman of the National Economic Council, and three representatives 
of consumers one of which shall be from qualified nominees of nation- 
wide government employees' organization, the second from qualified no- 
minees of the privnte labor sector and the third from qualified nominees 
of nationwide women's organization, who shall be appointed by the 
President of the Philippines with the consent of the Commission on Ap- 
pointments and who shall have the following qualifications: a natural- 
born Filipino citizen; at  least thirty years of age; and not connected with 
the production, supply, distribution or marketing of any of the items 
mentioned in Section One: P,l.ovided, That the above-named government 
officials, except the Chairman, may authorize their respective under- 
secretaries to represent them in the meetings of the Council. A majority 
of the members shall constitute a q?torz1eb and four affirmative votes shall 
be necessary for any action or decision of the Council: Pro~:ided, further, 
That t,he representative of conAumers shall receive as emolument or com- 
pensation for services rendered to the Council a per d:iern of P50.00 for 
very meeting attended: Provided, finrrll?~, That the total emolument or 
compensation that may be received by said repre~entative of the consumers 
shall not exceed the amount of f1,000.00 a month. The Council shall elect 
the Chairman from among themselves. The Director of Commerce shall 
serve as the Executive Director of the Council and the Bureau of Com- 
merce (hereinafter referred to  as the "Bureau") shall provide stnff sup- 
port to the Council. 

Within 10 days after the assumption of office of the Chairman or any 
member of the Council, the members thereof including the Executive 
Director of the C:ouncil shall submit a statement of their asseta and/or 
liabilities and n full and fair disclosure of all their interests and profes- 
sional connections as of the date of their assumption of office. A copy 
each of said statements shall be filed with the office of the Secretary 
of the Senate and with the Office of the Secretary of the House of R e p  
regentstivea. 

In each province and chartered city, there shall be a local price council 
whose composition, functions and scope of authority shall be determined 
by the Price Control Council, and which shall be under its immediate 
colitrol and supervision : Prrn.ided, That the government employees, the 



private labor sector and thc women's organization in the area are each 
represented therein. 

SEC, 3. The nlaximunl pricea of any of the articles or commodities 
mentioned in section one hereof established by the Price Control Council 
under Republic Act No. 6124 and enforced as of June 30, 1971, shall be- 
come effective immediately upon approval of this Act, subject to such 
modifications as the Council may authorize under the provivions of Sec- 
lioil 4 of this Act: Pr'o~idcd,  That the Council shall, within thirty days 
after the filing. of any petition for review, act on the same in accordance 
with the guidelines established in Section 4 hereof. 

SEC, 4. Whenever the market price of any of the articles or commo- 
dities mentioned in Section One hereof has risen or threatens to rise 2 0 5  
or more over its price on March 1, 1970, or whenever the Council deems 
that the prevailing price should be reduced because it has risen due to mo- 
nopoly, hoarding, injurious speculation, manipulation and profiteering, the 
Council shall, after notice and hearing, establish or order such maximum 
price as shall be fair, just arid reasonable: Provided, That the maximum 
price shall not exceed the production cost plus a mark-up of ten per centu.vn 
thereof to the nlanufacturer or producer, five per ce t l t i~m of the net cost 
of acqui~itions to the wholesaler and ten per cen.tzsni, to the retailer if 
the articles or commodities are locally manufactured, or the landed 
co'at plus a mark-up of five per centun~ to importer or indentor, and ten 
per. certtztni to the rel-ailer, if the articles or commodities are imported. 

The following factor~ shall be taken into consideration by the Price 
Control Council in the fixing of the maximum prices of articles, commo- 
dities or goods to be used by the producer or manufacturer: 

1. In case machineries are used, if obtained through credit, the in- 
crease in the price brought about by the enforcement of the floating rate;  

2. The increane in the interest for amortization purposes also brought 
about by the floating rate; 

3. Increase in the price of ingredients or material8 used as a result 
of the floating rate: 

(II) The incrcnsc in the cost of labor brought about by the increase 
of the minimum wage; 

( b )  Cost of raw materials, imported or domestic, and in case of im- 
ported raw material~, the landed cost of the same, meaning the 
price paid, comt of transportation to the Philippines, customs and 
other government imposts, storage fees and transportation ex- 
penses to the site of the facto1.y or plant; 

( r )  Increase in the cost of transportation and such other factors :rs 
may be brought, about by the increilse in the cost of production. 

The prices fixed by the Council shall become effective ten days after 
publication in two newapaperv of general circulation in the Philippines, 
onc in English and one in the National Language. 



Production cost shall include all ordinary and necenrrary expenses paid 
or  incurred in manufacturing or producing the commodity, but shall not 
include marketing costs unless a t  least 70;; of the total volume of salm 
are  made directly by the manufacturer or producer. In no case shall 
the production or acquisition cost include any taxea which are pasaed on 
to consumers; and marketing costs shall in no case exceed the average 
marketing cost for the period from 1966 to 1970, inclusive, aa allowed 
by the Bureau of Internal Revenue and certified by an independent 
certified public accountant. 

SEC. 6. ( a )  Whenever any of the articles or commodities mentioned 
in Section One hereof is in short supply, the Council, after notice and 
hearing, shall certify to the needs of local producers or manufacturers 
thereof and recommend to the Monetary Board that  the  Central Bank 
make available the foreign exchange to import adequate raw materials 
and supp1ie.s which may be necessary to produce or manufacture said 
article or commodity in the quantity required to cover the shortage in 
~u]lply. 

( b )  If said article or commodity in short supply is not locally pro- 
duced or manufactured 01. if the local producers or manufacturers thereof 
ran not fully cover the ~ h o r t a g e  in supply, the Council after notice and 
hearing shall cei-tify to niich shortage or to the deficiency which the local 
producers or n ~ a n u f n c t t ~ r c r ~  cllnnot cover, and recommend to  the Monetary 
Board that  the Ccntral Bank make avtiiltible to importers the necessary 
foreign exchilnrre to import s a ~ d  article 01- commodity in the quantity 
required to cover the shortage in supply. 

(c)  If these measures should still fail to arrest the rise of the market 
prices of such article or  commodity in short aupply, the Council, after  
notice and hearing, may recommend, and the P r e ~ i d e n t  may authorize, 
any agency of the government, including any government-owned or  con- 
trolled corporation, except government financial institutionn, to import 
directly the article or commodity in short supply for di~tribution in the 
l o c ~ l  market through such channels as may be cho~en fm. Ihe purpo~e. 

SEC. 6. The rouncil shnll promulgate such rules : ~ n d  regulations 
as shall be deemed neceFisn1.y for the effective implementation of the pro- 
visions of this Act subject to the approval of the President of thc Philip- 
pines. The I-ules and I-egri1ation.q that  may be promulgated by the 
Council lshnll take effect fifteen days after their p ~ ~ b l i r ~ t i o l l  once :I week 
for two consecutive weeks in a t  least two newspapera, one in English and 
another in the National Language of general circulation in the Phi l ip  
pines. They shall be p o ~ t e d  at the entrance of the City Hall or Municipal 
Building of each city, municipality or municipal district in English and in 
the locai dialect. 

In  the exercise of its powers, the Council, by l~nnnimuus vote shall 
have the power to issue, under the signature ant1 authority of the Chair- 
man, xrrbpo~rra~ and strhpoellcrw dlrcex tcrttilr, which shall be duly entered 



in zl record book indicating the facts attendant thereto, sntl, notwithutand- 
ing the provisions of section 81, 347 and 349 of the National Internal 
Kevenue Code, to require the Bulwau of Internal Revenue to submit ally 
sales, income or other tax returns filed by any producer, manufacturer 
or retailer of products listed in section one hereof whenever relevant 
to any public hearing and any inquiry under this Act. 

The Council #hall submit a quarterly report to Congress of all its 
actuations under this Act beginning January 1, 1972 and every quarter 
thereafter. 

SEC. 7. lmprivonme~~t  for a period of not less than six months nor 
more than five yeurx or a fine of not lesv than two thousand pesos nor 
more than twenty thousand pesos, or  both, shall be imposed upon any per- 
son who sells any commodity in excess of the maximum selling price estab- 
lished by the Council, or who violates m y  provision of this Act or any 
order, rule or regulation ivvued pursuant to the provisions of thiv Act, 
Provided, I L W P Z ~ E ~ ,  That in the case of aliens, in :iddition to the penalty 
herein provided, the offender r hall, upon conviction, and after service of 
sentence, be irnnlediately deported without any further proceedings. 

Whenever any of the offenses described above is committed by a 
corporation or association, the president and each of the directors or 
managers of said corporati011 or association, or its agent or representative 
in the Philippines in case of :4 foreign corporation or association who 
shall have knowingly permitted or failed to prevent the cornnliasioii of 
yuch offenses, shall be held liable as principals thereof. 

Ally government official or employee, who by neglect or connivance 
has in any manner aided or abetted in the violation or circumvention of 
the provisioris of lhix Act, shall be held criminally liable :is co-principal 
iintier t h i ~  section and shall, in addition, suffer the penalty of perpetual 
absolute disqualification to hold public office. Any government official 
or employee who, being duly authorized by the Council to act its :iuthor- 
ized agent, shall divulge to  ally person, u r  nuke  known in any other 
manner than may be authorized by law, any i~lfornlation regarding the 
income, method of oper8tion or other confidentiul information regarding 
the business of rrny person, association or corporation, knowledge of which 
was acquired by him in the course of the discharge of his official duties, 
shall be punished by both fine of not lesv than two thousand pesos nor 
more than iwenty thouuuntl pesos and impl*isonn~ent of not less than two 
years nor more than five years. 

SEC. 8. If any provisiou of t h i ~  Act or the applicability of such pro- 
vision to any person or circumstance shall be held invalid, the validity 
of the other provisions of thiv Act and the applicability of such provisions 
to other persons or circum~tzrnces shall not be affected thereby. 

SEC. 9. The Yrellident is hereby authorized to allot from the unpro- 
g.1.nmnletl ~~ppropriations for the Executive nepar tmenh from the General 



Fund under Republic Act No. 6130, the sum of Two hundred fifty thou- 
sand pesoa for necessary operating expenses to carry out the pro- 
viaions of this Act during the fiscal year ending June 30, 1972, and under 
the next General Appropriations Act, the sum of one million pesos for the 
same purpose during the fiscal year ending June 30, 1978 : Provided, That 
not more than one hundred thousand pesos shall be spent for personal 
services for a full year. 

The Council and the Bureau of Commerce may call upon any 
official, agent, employee, agency or instrumentality of the government 
for staf1 or any other assistance that they may deem necessary to carry 
out the purposes of this Act and said agency or in~trumentality of the 
government shall, with the approval of the President, a s s i ~ n  the official, 
agent. or employee and provide the assistance requested by the Council 
and the Bureau of Commerce. 

SEC. 10. The decisions of the Council on questions oI fact shall be 
final and executory while those involving questions of 1:tw shall be review- 
able by the Supreme Court by certiorari. 

SEC. 1 This Act takes effecl; upon its approval and shall con- 
tinue in force up to June 30, 1973: Provided, l!,ozoezier., That convictions 
rendered under this Act or under the duly promulgated ordera, rules and 
regulations issued pursuant thereto shall remain valid and enforceable, 
and prosecutions of o f  enses committed during the effectivity thereof 
shall commence and shall not be barred until terminated by convictions 
or  acquittal of the accused. 

Approved, July 27, 1971. 

IREPUBLIC ACT NO. 63641 

AN ACT AMENDING REPUBLIC ACT NUMBERED THIRTY HUN- 
DRED EIGHTY-NINE, AS AMENDED, ENTITLED "AN ACT TO 
PROVIDE FOR ASSISTANCE TO TI-IE GOLD MINING INDUS- 
TRY." 

Be it ertacted bg the Se~ ta~ tc  a ,~d  H o w c  o j  Repvmoltative~ of the Philip- 
pines i ~ c  Cojrgress assembled: 

SECTION 1. Sections two, four, five and 8ix 0.0 Republic Act Num- 
bered Thirty hundred and eighty-nine, as amended, are hereby further 
amended to read as follows: 

"SEC. 2. Defilbitio,r~ of ternzs.-When used in this Act the following 
terms shall, unless the context otherwise indicates, have the following 
respective meanings : 



(a )  'Gold producer' means any person, corporation, partnership or as- 
sociation, incorporated, organized and existing under Philippine laws, at 
least ~eventp percent of the capital of which iu owned and held by Phil- 
ippirie citizens, which produces gold ae il principal product by itself or 
through an operating agreement, on the date of the effectivity of this 
Act: Prouirletl, I~ozueztt.+-, That an existing gold producer at lea& seventy 
percent of the capital of which is r,9t owned and held by Philippine 
citizens in order to qualify for assistance under lhiv Act, ( n )  must present 
evidence to the Board, within six months from the effective date of this  
Act, that it is exerting efforts to comply with this requirement; ( h )  in 
no cam must less than thirty-five percent of its capital be owned and held 
by Philippine citizens at the end of the second year after the effectivity 
of thin Act; and (r) must have seventy percent Filipino capital by the 
cnrl of the third year nfter the effective date of this Act. 

(21) 'Government' means the Gover~lnlent of the Republic of the Phil- 

( c )  'Board' means the Gold Mining Industry Assistnrlce Hottrd created 
to  carry out the provisi0n.q of this Act; 

( d )  'Clo~t of production' of bullion from it mine menns the cost in- 
curred by t,he producer and properly attributable to the praductioll wf 
bullio~i under stundardized procedure to be adopted by the Board and in- 
cludes mining, milling, smelting, refining, production tax, transportation, 
aclrninivtrative costs attributable to the production of bullion, depreciation 
and depletion as provided under Section 3 0 ( g )  (1) (t)) (1) of Common- 
wealth Act  No. 466. as amended, otherwise known as the National Internal 
Re\-enue Code; amortization of rehabilitation expenses, interest on capital 
lowls; and one-half of the discount rate on treasury bills paid to it as as- 
siutance but in no case exceeding ten percent; 

( e )  'Newly-mined gold' means gold fresh :from the mill or smelter, 
which has never been in tirade or commerce actually produced by the gold 
producer, certified as such by the ~wld  producer rind confirmed by the 
Board. 

( f )  'Free markel' means domestic and foreigu open market; 

( g )  'Asisstance' ia the amount given by the Government to gold pro- 
ducers during the effectivity of this Act ;  

( I L  ) 'Off ici:il .Pricep means the equivsleli t in Philippine pesos of the 
official world price of gold which is presently fixed at $3500 per ounce, 
based on the prevailing free market ratc or any other rate that miiy 
subsequently bc fixed by the Goverlinient ; 

-. . - . - . - ., ., . . .- 
( i )  'Ounce' means troy ounce which is one-t~velfth part of a pound 

of five thousand seven hu~ldred sixty grains, or four hundred eighty 
grains of 31.1038 grams; - 

(i i) 'Refined gold' means gold that has been purified to the fi~ienevs 
acceptable to the Central Bank; and 



(k) 'Mine producing gold aa a principal product' refers to a mine 
where the  receipt from whatever source from the  sale of gold ia more 
than fifty per cent of the  total receipts. 

"SEC. 4. Gold producers qllnlified t o  ~ c c e i v c  assistance.-To be enti- 
tled to the assistance provided in this Act, a gold producer must sell to the 
Central Bank, and the Central Bank is hereby directed to purchase, its 
entire production of newly mined gold a t  the official price defined in Sec- 
tion 2 (h) hereof, and in cases where the  ore concentrates, bullion or mat- 
te a re  proce~sed or  refined abroad, the  gold producer must have used the  
services of vessels of Philippine Registry and /or Philippine carriers to the 
ports of call or on routes served by them, if such ~ervices  are  available 
to such places where the concentrates, bullion or matte are to be processed 
or refined. Should H. gold producer sell  hi^ gold in violation of this sec- 
tion a t  any time during a certain gear, the  entire production for that 
year shall not be entitled to assistance. Ally assistance already given shall 
be refunded, and the manager or persori in-charge of the mining corpora- 
tion that  sells its gold produce or par t  thereof in violation of this section 
shall, upon conviction, be punished by x fine of not more than P5,000 or an 
imprisonment of not more than two years or both in the discretion of 
the Court: Provided, Iio~uever,  That :any gold producer which may here- 
after invest more than twenty-five per cent of its paid-up capital and sur- 
plus abroad shalI not be entitled to the benefits of this Act, unless such 
investments do not involve direct remittalice of foreign exchange: Pro- 
vided, fz~rther, That a gold producer that makes a profit in any calendar 
year of twelve per cent on the  sale of its gold to the Central Bank ex- 
clusive of assistance sha1.l not be entitled to assistance in that  year. "Pso- 
fit" as herein used shall mean the difference between the official price and 
the cost of production of the gold: I'rovidcd, ffirmlly, That any gold pro- 
ducer shall continue to receive assistance under this Ac t  only if i t  presents 
evidence to the Board tha t  it i s  diversifying or  phasing out its ,operations 
so that  i t  shall no longer require assistance after five years from the 
date of effectivity of this Act. The Central Bank shall issue a receipt for 
all gold purchased by it under this Act, which receipt  hall show the num- 
ber of ounces of gold purchased. 

"SEC. 5. Mu~ti) ,rr  of paymetzt zcnder this Act.-In addition to the 
official price defined in  Section 2 (h) ,  all gold producer8 shall receive 
assistance as follows : 

"(a) Mines whose annuill production of gold iru principal product 
is one hundred thousand ounces or less - sixty pesos per ounce plus 
seventy per cent of the positive difference between the cost of production 
per ounce of gold and the official price: Prov ided ,  That this assistance 
and the official price shall not exceed three hundred fifty pesos per ounce: 
Provided, further, That the sum of (a )  the official price and total aseiab 
ante leas (b) the cost of production shall in no case exceed P40.00 per 
ounce. I 



" ( b )  Mines whose anriual production of gold as pl-incipal product 
is more than one hundred thousand ounces-fifty pesos per ounce plus 
sixty-five per cent of the positive differeilce between the cost of the pro- 
duction per ounce of gold and the official price: Proaitlcd, That this 
assistance and the  official price shall not exceed three hundred ten pesos 
per ounce: Prowided, furtiler, That the sum of (a) the official price and 
total assistance less (b) the cast of production shall in no cave exceed 
830.00 per ounce. 

"Every gold producer enjoying assistance shall gi\-e a bonus eyuiv- 
alent to ten per cent of the assistance received to its employees whose 
salariee do not exceed five hundred pesos per month: P~.o'uidsd, That both 
the basic and additional subsidy should be ptiid not later than one week 
after payment of the official price by the Central Bank: Proviclecl, further, 
That if the applicable production cost per ounce is not available, the Gold 
Subsidy Board shall base its payment on the last available production per 
ounce, subject to final adjustment as soon as the correct production cost 
per ounce is determined." 

"SEC. 6. Tet-t)~.-This direct assistance shall be effective only for  a 
period of five years from the date of approval of this Act. 

SEC. 2. A new section to be known as Sec. 13-A, is hereby inverted 
between Sections 13 and 14  of this Act, as amended, to read :IS follows: 

''SEC. 13-A. Sale of (]old it? the f ree  ~~ia ,?- l :r t .  - Any gold producer that  
does not receive sub~ idy  under the provisioils of this Act is entitled to sell 
its gold production in the free market, domestic or foreign, under such 
rules as the Monetary Board shall adopt: Pl.ot:iderl, Itoiccuer, That the 
Monetary Board may, when the national interest so demands, prevent the 
sale of gold in the free market, domestic or foreign. 

SEC. 3. This Act shall take effect upon i ts  approval. 

Approved, Aug~lst 5, 1971. 
- 

[REPUBLIC ACT NO. 63651 

AN ACT ESTABLISHING A NATIONAL POLlCY ON POPULATION, 
CREATING THE COMMISSION ON POYULATlON AND FOR 
OTHER PURPOSES. 

SECTION 1. This Act shall be known as the Population Aot of the  
Ph ~lippines. 



SEC. 2. Declaratiort of Poliry.--The Congree~ of the Philippines here- 
by declares that  for the purpose of furthering the national development, 
increasing the share of each Filipino in the  fruit^ of economic progress 
and meeting the grave social and economic challenge of a high rate of 
population growth, a national program of family planning which r ~ p e c t s  
the religious beliefs of the individual8 involved shall be undertaken. The 
Congress of the Philippines further declares that  the national population 
policy and program will include the  following elements: quantitative 
goals will be established and adopted ; a broad understanding of the  effects 
of alternative rates of population growth on family and national welfare 
be promoted; family planning will be made par t  of tl broad educational 
program; safe and effective means will be provided to couples desiring to 
space or limit family size; mortality and morbidity rates will be further 
reduced ; policies and programs guiding and regulating labor force parti- 
cipation, internal migration, and spatial distribution of population will 
be adopted ; and contact with international agencies and private organi- 
zations concerned with population problemfi will be established and 
maintained on a regular basis. 

SEC. 3. Corrtrrlissiorr O H .  Popiclatio~l: Creation aud Co)nposition. - 
To carry out the purposes and objectives of the Act, there is hereby 
created in the Office of the President a Commission on Population, here- 
inafter referred to  as Commission, composed of the Secretary of Educa- 
tion, the Secretary of Health, the Secretary of Social Welfare, the Com- 
missioner of National Integration, the Presidential Arm on Community 
Development, the Director of the University of the Philippines Popula- 
tion Institute, and in addition, the President ahall appoint, with the con- 
sent of the Commission on Appointments, a. representative from each of 
the following: Philippine Press Institute, National League of Puericul- 
ture Centers, Inc., Philippine Medical Association, Family Planning Or- 
ganization of the Philippines, the Responsible Parenthood Council and 
the Institute of Maternal and Child Health, for  a term of five years. 

SEC. 4 .  Frr,rrtiorrs aad Dtctic3.s. - The C:omrni,ssion shall have the 
following functions and duties : 

(a) To formulate and adopt coherent, integrated and comprehensive 
long-term plans, programs and recommendations on population as i t  re- 
lates to  economic and social development consistent with and irnplement- 
ing the population policy, which shall be submitted to and approved by 
the President, upon recornnlendation of the National Economic Council: 
Provided, That the National Economic Council shall act on all such plans, 
programs and recommendations not later than sixty days from receipt 
thereof; 

( b )  To receivc and approve project proposals and to coordinate and 
evaluate their implementation in accordance with approved plans and 
programs ; 

(c )  To p ~ t  UP family planning clinics in cooperation with the De- 
partment of Health; 



(d) To undertake, such action projects as are necessary; 

(c') To undertake, promote, and publish studies ant1 inve~lig:itions 
on Philippine population in all its aspects; 

( f )  To assemble and disseminate technical and scientific inforlna- 
tion relating to medical, social, economic and cultural phenonlella as 
these affect or are affected by population; 

(g )  To submit :in iunnual report to the PI-euident and to Congress 
on plans, programs, and progress of population activities. For this pur- 
pose, the Commission may require all agencies concerned to provide in- 
formation necessary in the preparation of said report; 

( h )  To adopt rliles of procedures for its government; 

( i )  To receive and accept from sources within and ~ ~ i t h o u l -  the Phil- 
ippines for its own use and not for sale, grtints or donations of equip- 
ment, materials or services. Such grants or donations shall be exempt 
from gift taxes and deductible from the net taxable income of the grantor 
or donor and the donee, upon certification of the Commission: P~~o~uicLscl., 
I~owe*ut:r, That any grant or iloiiation received in accord:~ncc with this 
paragraph shall be discloaeil to Congress through the annual report; :~nd 

(j) To perform such duties as proper authorities may t'i:om time t o  
time direct the Commission to undertake. 

The Commissioli may c:11l upon any department, bureau, office or 
agency or instrumentality for such assivtrtnce as it may require in the  
performance of its functions. 

SEC. 5. C l ~ a i r ) i ~ u . ~ ~ - .  -- The Com~uiusion shall elect its Chairnlan f ronl 
among its members. 

The Chairman o-f the Commi~sion shall be ~*eapounible for callinr: 
and presiding over its meetings and shall for or in behalf of the C:onl- 
mission, receive gifts or donations, in whatever form and whatever 
source, and shall administer, obligate, and disburse the same, upon ap- 
proval by a majority of the members of the Commission, ant1 hire iincl 
maintain 1.1 staff to carry out the purposes an3 objectives of the Conl- 
mission, in accordance with the terms of the donation, :ind in the absence 
thereof, in such manner as the Commission mag iu  its discretion deter- 
mine in conjunctiol~ with Section four, paragraph ( i) : Pro.citlecl, That 
ilot more than fifteen percent of the funds of the Cornnlisviorl shall be 
utilized for :tdrninistl-ation expenses of the Conmission. 

SEC. 6. Mcuti,/~f/zr.  - The Conlrnission shall meet :it least o w e  in 
every four months and at other times at the call of the Chairn~iin. 

The Chairmi411 of the Conimission niay constitute coiltinuing or ad I I O C  
committees, consisting of the nlenlbera of the Comniivvioii or such other 
experts as are  deemed neceasury to conduct studies for the Commission, 
or to assist it in the discharge of its funrtions. 



SEC. 7. Execrat i~:~ Con~nlittcc. -The Commission shall have Fn 
Executive Committee which shall act for the Commission when the 
latter is not in session. The Executive Committee shall be co'mposed 
of:  the Chairman of the Commission as Chairman and as members, the 
Secretary of Health, the Secretary of Education, the Secretary of Social 
Welfare, the C:ommissioner of National Integration, the Presidential Arm 
on Community Development, the Responsible Parenthood Council, the 
Director of the University of the Philippines Population Institute, the  
representative of the Ftimily Planning Organization of the Philippines, 
the 1)irector of the Institute of Maternal and Child Health, and a 
representative from the  National League of Puericulture Centers, Inc. 

The Executive Committee shall meet a t  least once a month or at the 
call of the Chairman. 

SEC. 8. SZnfj'.-The (;ommission shall have an Executive Director 
who shall act as its action officer and shall serve as secretary of the 
Commissioil and the Executive Committee. The Executive Director shall 
be appointed by the Chairman with the convent of the Commission. 

Subject to the direction and supervision of the Chail-man, the Exec- 
ntive Director. shall be responsible for the operation of the  national 
population program, and For making  decision^ on a day-to-day basis. The 
F:xecutive Director shall bc r+esponsible for preparing periodic reviews 
of program progreuu, f o ~ .  annual budget estimates, and for recommend- 
ing policy to the Cornrnisfiion, and shall perform such other duties as are  
prescribed by the C'ommission. 

The Commission shall have such other personnel :k.r may be necessary 
and may be assisted by such personnel as may be assigned or detailed to  
i t  from departments, bureaus, offices, or instrumentalities of the Govern- 
ment and shall arrange for such services as the Clhail*man may deem 
necessary for. the performance of the C:ommisaion's work. 

SEC. 9. Arrlrrlal Report to Coltgress.-Not later than thirty days af- 
ter the opening of the regular session of Congress each year, the Commis- 
sion shall submit to both Houses of Congress an annual report on the  
achievement of the Commission, stating its plans ~ l n d  projects and de- 
firling therein the problems encountered in the preceding year and the 
I-ecammended solutions and actions or measures expected of Clongress on 
account thereof, if any. 

SEC. 10. A~~proprialiotrs.-The sum of four and a half million pesos 
is hereby authorized to be appropriated, out of any funds in the Natiollai 
Treasury no! otherwise appropriated, as operating funds for the Com- 
mission starting the fiscal year nineteen hundred seventy-two: Provided, 
That oul of this sum shall be disbursed the equivalent of the amount of 
three hundred fifty thousand dollars as the contribution of the Republic 
of the Philippines to the United Nations Fund for Population Activities 
101. the c.;~lend:ir year nineteen hundred seventy-two : Providecl, f lrrthe~,  



That a t  least seventy-five per cent 01 the said amount of thl'ee hundred 
fifty thousand dolliirs shall be used to finance population projects in the 

ions Philippine8 pursuant to this Act which are approved by the United N. t' 
Fiund :for Populntion Activities: Aud, proviclcrl, fi,rnll?/, Th:~t said amount 
may be increased or. decreased in the succeedi~lg years by the C:ornmission 
in accordance with its financial position. This appropriation shall here- 
:~Pter be inclitded in the annual General Approp1,iations Act. 

SEC. 11.. EZep~n1.-Any and all Acts,  statute^, rules, regulations or 
parts thereof inconsistent herewith are hereby repealed. 

SEC. 12. Scprnt.(~bilit!j.-lf any reason, any part of this Act is declared 
unconstitutionnl or invalid, no other section or provision of this Act shall 
be affected thereby. 

SEC. 13. Ejj'tc;ti~lit!l.--This Act shall take effect upor1 its appl-oval. 

Approved, August l($, 1971. 

IREPUBLIC ACT NO. 63661 

AN ACT TO PROVIDE FOR THE REHABILITATION AND MODERN- 
IZATION O F  THE PHILIPPlNE NATIONAL, RAILWAYS RY 
AMENIIINC; SECTIONS ONE, THREE, FIVE, NINE, ELEVEN, 
TWELVE, FOURTEEN, ANII SEVENTEEN, OF REPURLIC ACT 
KUMBERED FORTY-ONE HUNDREI) FIFTY-SIX, ENTITLED 
"AN ACT C1'rE:ATING THE PHILIPPINE NATIONAL RAIL- 
WAYS, PRESCRlBlNG ITS POWERS, FUNCTIONS AND XIUTIES, 
AND PROTrIZ)IYC+ FOR THE NEC'ElSSARY FUNI)S FOR ITS 
OPERATIONS. 

Be i t  rrtacted t k r  Sc,/trtc nncl House o /  R~pr~serftnti?lr.s o f  the  Philip- 
pilicx i r l  Co,lgr*~.rs asxelnbled: 

SECTION 1. Section one of Republic Act Numbered Forty-one huu- 
dred fifty-six is hereby amended by inserting thereafter Section one-a 
which shall read ;is  follow^: 

"SECTION 1-;I. Sfa le tn  f.:rlt of' Polic!/.-The Philippine National Rail- 
ways, being a factor for socio-economic development and growth, ahall be 
i\ part of the inf~.i~.qtructure program of the government ancl as such shall 
remain in ancl under government ownership dur ing  its corporate existence. 
The l'hilippi~ie National Railways must be administered with the view 
of sel-ving the interests of the public by providing them the mtiximum 
of  service and,  while aiming a t  its greatest: utility by the public, the eco- 
no~ny of r:q,c:ration must be ensured so that service can be rendered a t  the 
minimllni p:3,ii.rengelS i111d freight prices possible." 



SEC. 2. St.d.ion three of the same Act is hereby amended to read 
as follows : 

"SEC. 3. Authorit~cl  Capital Stoelc of the phi lip pi?^^ National Rail- 
!rn!j.r.-The authorized capital stock of the Philippine National Railways 
shall be ctix hundred fif ty million pesos divided into three million one 
hundr.ed thirteen thousand common shares and one hundred thirty-seven 
~housand preferred shares, both with par value of two hundred pesos 
each, which  hall include the present capitalization of the Philippine Na- 
tional Railways: P r o ~ i d ~ d ,  That the increase in the authorized capital 
shall be fully subscribeci by the Government: Provided, further; That 
the existing long term obligations of the Manila Railroad Company to the 
Government of the Philippines including i ts  agencies or instrumentalities, 
in the  amount of ninety-two million six hundred thousand pesos shall be 
convertetl into capital stocks of the Philippine National Railways and 
made a part  of the subscription : Provid~d,  still further, That the 
Philippine National Railways shall aside from its  authorized capital 
stock of six hundred fif ty million pesos, receive from the  Govern- 
ment of the Philippines the amounts al loc~~ted under Republic Acts Num- 
bered Eighteen hundred ~ixty-seven, Sixteen hundred twenty-three, and 
Eighteen hundred one, fo r  thc construction of new railroad line to the 
Uagayan Valley, and to the Province of Sorsogon, and whenever economic- 
ally and technically feaaible, the rehabilitation of the Cabanatuan Line, 
respectively: A d ,  provirl~d, f inully ,  That the additional amount of the one 
hundred twenty million pesos be set aside, and the  entire amount or so 
much thereof us  may be needed by the Philippine National Railways 
be made available to the Philippine National Railways a t  least one year 
before the completion oi' the Cugayan and, or Sorsogon construction pro- 
jects, for the  purchase of motive power, rolling stocks and other supplies 
for use in the new lines, and for the Mnnila-Bulacan-Pampanga-Tarlac- 
P:il?gasinan-La Uniorl Line and the reactivation and recon~truction of the 
old La Union-Baguio Line, i t  being specified that  a t  least fifty million 
pesos of the authorized capital of the Philippine National Railways shall 
he inve~ted as soon as prncticable but not later than two yeara from the 
approval of this Act, for the purchase of motive power and rolling stocks 
for the  railway project in Mindanao and five million pesos or so much 
thereof for  t h ~  survey, economic and technical feasibility studies of said 
r:iilwtty project, which shall be undertaken within six months from the 
:lpprovnl of this Act." 

SEC. 3. Section three of the same Act in hereby further amended 
by inserting thereafter sections three-a, three-b, three-c and three-d 
which shall read as follows: 

"SEC. 3-a. The unpaid subecription of the Government in the amount 
of 1489,732,158.00 shd l  be paid as follows: 

1. The following obligations of the Philippine Na- 
tional Railways to the Philippine Government as of 



December 31, 19'70, :ire hereby converted ~ n t o  common 
shares of stock to bc held by the National Government: 

" ( a )  1i d D 1:onds 
4'e loan - purchnse in 
1931 of tun ( L O )  steam 
loc:ornoti\-es :- 
1)uct May 15,  IYG(; . . . .  B 1,984,400.00 
O u t s t a ~ ~ d i n ~  ir~tcrext . . 1,038,082.24 P 3,022,482.24 

" ( b )  T,oall acquired 
undtlr R.A. 30. 1000 . . ? Y00,000.00 
3 u t s t a n d i n ~  intcre~t . . 60,717.81 .260,717.81 

" (  C )  Prorni~sory note 
of J u ~ w  :::0, 1965, with 
r, . . . . . . . . . .  .) . i l ~ t e l . ~ s t  ? 3,300,000.00 
Outstandinp interest -981,123.30 4,281,123.30 

" ( d )  Frnncl~ise lax liability . . . . . . . . . . .  r 8,404,512.05 p 11,0fi9,035.40 

"2. The obligation of the Philippine National Rail- 
ways to the Reparations Commivvion amounting to  
P16,712,029.74 as of December 31, 1970 is hereby con- 
verkd into common shares of stock to be held by the 
Special Econon~ic 1)evelopment Fund of the National 

........................................................................... ................................. Go! e r r ~ n ~ e n t  ...... 1) 15,712,029.74 

"3. The oblig~ition of the Philippine National Rail- 
ways to the Central Bank of the Philippines amount- 
ing to F19,127,438.43 as of December 31, 1970 is hereby 
con~el-ted into common shares of stock to be held by 
the Niitional Government which shall assume payment 
of said obligation out of the profits of the Central 
Rank accruing to the General Fund, so much of which 
as may be necessary is hereby appropriated for the 

............................................................................................................................ purl>o,re f 19,127,438.43 

"4. The following outstanding obligations of the 
Philippine National Railways under Indent Bid No. 17 
are he]-ebr cont-ertecl into common shares of stock to 
be held by the National Government which ahnll assume 
payn~elil of said obligation, and for this purpose so much 
as mtiy 1)r necessary is hereby appropriated from the 
->Of ,  ],ortion of the plmoceeds of the stabilization tax un- 
dcl* I-lepublic Act Xumbered Sixty-one hundred and 
twenty-five, the  provisiorls of paragraph (a) of Section 
four of said Act to the contrary notwithstanding: 

In Philippine P e a o ~  
I n  US Dollars -. , . Estimated at Pfi.50 To $1 

- 

. . . . . . . . . . . . . . . .  I 2 $ 1,789,000 Pll,B28,500 
. . . . . . . . . . . . . .  I !  1,726,000 11,219,OOU 
. . . . . . . . . . . . . . . .  197 1 1,663,000 10,809,500 
. . . . . . . . . . . . . . . .  1 1 . 5  1,G0O10O0 10,400,000 



19iG . . . . . . . . . . . . . . . .  1,637,000 9,990,500 
1977 . . . . . . . . . . . . . . . .  1,475,000 9,587,500 
1 9 3  . . . . . . . . . . . . . . . .  1,109,000 7,203,500 

$1 0,899,000 ?7O,f44,7,50f) P 70,843,500.00 

"5 .  The obligation of the Philippine National 
Tiailways to the Philippine National Bank amounting 
to P10,999,256.39 as of December 31, 1970 is hereby 
converted into common shares of stock to be held by the 
Philippine National :Bclnk ................................................................... P 19,999,256.39 

"6. The obligation of  the Philippine National Rail- 
v-; iys to the Development Bank of the Philippines 
amounting to t518,!)25,405.74 as of December 31, 1970 
i~ hereby converted into common shares of stock to be 

........... held by the Development Bank of the Philippines P 18,925,406.74 

"7. The following obligations o,E the Philippine 
h:at,ional Railwiiys to the Government Service Insurance 
Systcm as of Decernbel- 31, 1970 : 

" (a) I i f ~  and retirement in~urance premi- 
. - 

urns - eniploycr'x and employees' 
shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  825,247,641.81 

" ( h )  Salary loan in~t~llnlel lts  deducted frnm 
cmployee-borruwers . . . . . . . . . . . . . . . . . .  f 1,421,138.14 

" ( C )  l'remiums fnr 11ml>ert y insuralzcc f ilnd 7:11,220.20 --".- 
827,400,000.15 

are hereby convert,ed into preferred shares of ~ t o c k  
with guaranteed dividends of 67;. per a.)inInn, cumula- 
t.ive and redeemable during a period of five years, and 
fully guaranteed by the National Government ..................... .. P 27,400',000.15 

"8. To finance the foreign exchange costs 
of the rehabilitation and selective modernization pro- 
gram of the Philippim! National Railways, the sum of 
P1%4,491,250 is hereby appropriated from the Special 
Economic Developnlent Fund under Republic Act Num- 
bered Seventeen hundred and eigthy-nine, as amended, 
and applied t o  the payment of the government sub- 
sc,ription to common stock, as folows: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  F Y  1972 B 46,800,000.00 
3973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.1,797,800.00 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1974 26,763,760.uO 
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  59,130,000.00 

t124,491,250.00 

Proztidcd, That this apropriation or  any par t  thereof may 
be subatituted by equivalent allocation of capital ~ood61 
Srom the dollar component of reparations, as follows: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  F'i 1972 8 7,200,000.00 
1953 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,815,000.00 



"9. To finance the peso costs of the rehabilitation 
and selective modernization program of the Philippine 
National Railways; includirlg working capital, the sum 
of P126,570,000 is hereby appropriated from the por- 
tions of the proceeds of the stabilization tax under para- 
graph (b) of Section four of Republic Act Numbered 
Sixty-one hundred and twenty-five, and applied to the 
payment of! the government subscription to common 
stock, as follows : 

FY Peso Coat Working Capital 
- -- , . . - - -- . To Eal 

-- 

I972 . . . .  f13,107,500 P10,000,000 P 23,107,500 
. . . .  1978 24,590,000 10,000,000 34,590,000 
. . . .  -1974 24,502,500 10,000,000 34,502,500 

1975 . . . .  24,170,000 10,200,000 34,370,000 

Pvovided, That any deficiency in the portions of the 
proceeds of the stabilization tax under paragraph (b)  of 
Section four of Republic Act Numbered Sixty-one hun- 
dred and twenty-five is hereby appropriated from such 
funds in the National Treasury not otherwise appro- 
priated, or from proceeds of bond issues, subject to the 
limitations and conditions as provided by existing law ... P126,570,000.00 

"10. The remaining government subscription to 
common stock shall be paid as may hereafter be au- 

.......................................... thorized by law ..................................................... 155,594,242.15 

Total ................................................................................................ f)489,732,158.00 

"SEC:. 3-b. The funds for the rehabilitation and selective modern- 
ization program shall be used exclusively for the following purposes and 
never to pay for obligations already existing a t  the time of the approval 
of this amendatory Act : 

"I. The purchase of additional motive power, motor cars, passenger 
cars, freight cars, baggage cars, cabooses, wrecking cranes and the neces- 
sary spare parts;  and/or the rehabilitation of rolling stock; 

"2. The improvement of work shops and line sheds such as passenger 
and freight car repair shops, storage yards, and sheds; 

"3. The improvement of tracks and structures such as rail replace- 
ment, ties, tie plate installation and replacement, ballast replacement, and 
slide and washout protection, improvement of bridges and culverts, and 
station buildings and their premises; 



"4. The acquisition of tools and equipment necessary for maintenance 
and electrical purposes ; 

"5. The improvement or replacement of signal, communication and 
electrical equipment ; 

"6. The procurement of goods handling equipment; and 

"7. Working capital. 

"Within forty-five days after the opening of the annual regular ses- 
sion of the Congress of the Philippines, the Philippine National Railways 
shall submit to both Houses of Congress a report of its activities of the 
past year and a program for i t s  activities for  the  next succeedin* 
year, with particular emphasis on, but not limited to, the use of its capital 
for the purposes required in the herein section, and the establishment and 
use of the cash depreciation reserve under Section three-d, a s  well a s  the 
management audit required under Section eleven, together with such 
other data which the proper committees of Congress may require. 

"SEc. 3-c. The corporation shall operate and maintain the Luzon 
EUP Line and Benguet Auto Line and as soon as practicable extend the 
services of these firms to provinces adjacent to those that  are traversed 
by these railroad lines. Provided that  as soon as poesible, the corporation 
shall sell such surplus assets and properties, including realty, of the Luzon 
Bus Line and the Benguet Auto Line as shall not be necessary to or  con- 
venient for the operation of the corporation. The determination of what 
reserve for depreciation of i t s  equipment, which reserves shall 
assets are to be sold may be made only in a regular meeting of the Board 
of Directors a t  which all members shall be present, with proper notice, 
supported with proper recommendations of the technical staff, tha t  sale of 
such assets shall be taken up during the meeting; and must be approved 
by the  affirmative votes of at last eight members. A description of the 
assets to be sold, the appraised value thereof, and the names of the 
directors voting for or against such sale, or abstaining from voting, shall 
be published in at least two (2) newspapers of national circulation within 
two (2) weeks after the decision of the board has been reached. All sales 
of real property, and of equipment with an appraised value of fifty thou- 
sand pesos or more, shall be by public auction; and the Auditor General 
is hereby authorized to promulgate rules and regulations to govern such 
sale in order to prevent collusive and fraudulent practices and to insure 
that the best price will be obtained for assets or  property sold. A report 
of all invitations to bid and the result thereof #hall be submitted to Con- 
gress not. later than thirty (30) days after  t h e  bids shall have been 
opened; and such report shall be public record. 

"SEC. 3-d. The Philippine National Railways is hereby required to 
earmark no less than seven percent of i ts  annual gross income as cash 
reserve for depreciation of i t s  equipment, which reserves shall 
be in the  nature of a t rus t  fund to  be deposited in a bank or 
hanks owned, controlled or supervised by t h e  Government and can be 



used only for the purpose of replacement, additions and betterments, or 
major repair of said equipment, without prejudice to  the use of any other 
kind of fund for any of the same purposes. The corporation is likewise 
reyuireti to  earmark 110 less than one-half of one per cent of i ts  annual 
gross income as cash reserve to be used for minor repair of its equip- 
ment, to be deposited as trust  fund in any bank or banks owned or con- 
trolled by the Government, without prejudiced to  the  use of m y  other 
kind of funds for the same purpose. Equipment is hereby defined as the 
rolling stock devoted to rail transportation service and related services 
such as steam, electric or diesel locomotives and other forms of motive 
power, passenger-train car, freight-train cars, work equipment, floating 
equipment, and the necessary appurtenances, furniture, and fixtures 
thereof. Additions are hereby defined as additonal equipment, Better- 
ments are improvemerits of parts (minor items) of existing equipment 
through the substitution of superior parts  for inferior parts replaced," 

SEC. 4. Section five of the same Act is hereby amended to read a s  
.Follows : 

"SEC. 5. Board of Directors, Co~?lposition and Appointment. - The 
corporate powers of the corporation shall be vested in and exercised by a 
Board of Directors of eleven members consisting of a chairman, vice- 
chairman and other members, one of whom shall be recommended by the 
minority party, who shall be appointed by the President of Philippines 
with the consent of the Commission on Appointments, except that  the 
General Manager shall ba ex-off ic io  vice-chairman. The members of the 
Board need not be stockholders of the corporation but shall possess tech- 
nical competence in railroad management. The first  members of the 
Board shall serve as designated by the President in their appointments 
for terms of one, two, and three years, respectively, from date they 
qualify and assume office, but their successors shall be appointed for 
terms of three years, except that  ally person chosen to fill a vacancy 
shall serve for the unexpired term of the  member whom he succeeds: 
Provided, That the representative of the minority party shall hold office 
a t  the pleasure of the minority party. For actual attendance of meet- 
ings, the chairman and the regular members shall receive a per diem of 
one hundred pesos: Provided, That the traveling expenses, allowances, 
and other fringe benefits shall not exceed one thousand pesos a month 
for each regular director and two thousand pesos for the chairman." 

SEc. 5.  Section nine of the same Act is hereby amended to read 
as follows : 

"SEC. 9. Managiug Head.-The management of the corporation shall 
be vested in the General Manager, who shall possess technical conlpetence 
in railroad management, hold office for a term of eight years without 
 mea appointment and who shall be removable for cause. Hc shall be ap- 
pointed by the President of the Philippines with the coilse~it of the Co111- 
mission on Appointments. In the performance of his functions regard- 
Ing transportation and marketing, engineering, finance, and administra- 



tion, he shall be assisted respectively by four assistant general managers 
to be appointed by him as soon as the reorganization plan is approved by 
the President as provided in Section six hereof on the basis of merit from 
among the personnel of the corporation who have been employed therein 
for no less than five years prior to said appointment. Said assistant 
general managers shall be removable for cause." 

SEC. 6. Section eleven of the same Act is hereby amended to read 
ae follows: 

"SEC. 11. Appointrient ar~d Promotimz. - In the appointment and 
promotion of officers and employees, merit and efficiency shall serve as 
basis, and no political test or qualification shall be prescribed and con- 
sidered for such appointments or promotions. Said officers and em- 
ployees shall fall under the exempt class of the civil service. As soon 
as po~sible after the approval of the herein amendatory Act and period- 
ically thereafter, the corporation shall conduct a management audit of all 
its personnel and shall dismiss such personnel who, under such audit and 
after due process, have been found to be inefficient, dishonest or unneces- 
sary to the management of the corporation. The corporation is further 
empowered to hire technicians, Filipinos or otherwiae, whose services 
are necessary in rehabilitating the corporation. Within one year after 
the approval of this Act the corporation shall submit to the President of 
the Philippines a reorganization plan to streamline the organizational 
structure of the corporation." 

Sm. 7. Section twelve of the same Act is hereby amended to read 
as follows: 

"SEC. 12. Exemption from taxes, duties, and port charges or  dues, 
customs bonds and port  charges.-The corporation is hereby exempt 
from payment of all taxes of every name and nature-municipal, city, 
provincial or national - upon its capital stock, franchises, right of way, 
earnings, and all other property owned or operated by it and all import 
duties on all railway materials, rolling stocks, spare parts, supplies and 
equipment imported in the Philippines for and/or by the said corporation, 
and this exemption shall extend to wharfage d u u ,  storage charges, ar- 
rastre and shipside charges, and special duties on such importations, and 
other port charges upon the carrying vessels whose entire cargo consists 
of materials for the construction of its projects and rehabilitation of its 
lines, facilities and to such proportion of the prescribed port charges on 
other vessels as the tonnage of materials for such constructions or equip- 
ment may bear to the tonnage of the entire cargo of the vessel; and such 
exemption #hall further extend to the filing of general importer's and 
general documentary bonds and warehouse bonds for the operation of ita 
warehouses, whether general bonded warehouses or general order store." 

SEX. 8. Section fourteen of the same Act is hereby amended to read 
as follows : 



"SEC. 14. L e ~ / a l  Department. - Any provision of law of executive 
order to the contrary notwithstanding, the Philippine National Railways 
shall have its own legal department which shall assist and coordinate 
with the Office of the Government Corporate Counsel. The chief and 
members of the legal department shall be appointed by the General 
Manager with the  approval of the Board of Directors." 

SEC. 9. Section seventeen of the same Act is hereby amended to 
read as follows: 

"SEC. 17. Strikes during natiwul emergency. -The provisions of 
law to the contrary notwithstanding., in cases of national emergency, or 
when in the opinion of the President of the Philippines, the national secur- 
ity or interest is in imminent danger, employees and laborers of the  
corporation shall not strike for the purpose of securing changes or mo- 
dification in their terms and conditions of employment during said period 
of emergency: Provided, however, That during the implementation of the 
PNR Rehabilitation and Modernization Program, management and labor 
should always strive to maintain industrial peace by availing of and 
exhausting all methods of resolving all labor disputes to ensure the  con- 
tinuous, effective and successful implementation of the Program: Pro- 
vided, further, That the Philippine National Railways may enter into col- 
lective bargaining agreements, one for personnel of supervisory rank 
and the other for personnel of non-supervisory rank regardless of the  
number of recognized unions which may be or might have been organ- 
ized therein." 

SEC. 10. This Act shall take effect upon its approval. 

Approved, August 16, 1971. 

[REPUBLIC ACT NO. 63891 

AN ACT AMENDING REPUBLIC ACT NUMBERED THIRTY EIGHT 
HUNDRED AND FORTY-FOUR, AS AMENDED, OTHERWISE 
KNOWN AS THE AGRICULTURAL LAND REFORM CODE, AND 
FOR OTIIER PURPOSES. 

Be it enacted by the Semte  and House of Representdives of the Phil- 
ippines ' i v~  Congress a,wembled: 

SECTION 1. Sections 1, 2, 3 and 4 of Republic Act No. thirty eight 
hundred and forty-four, otherwise known as the Agricultural Land Reform 
Code, are hereby amended to  read as follows: 

"SECTION 1. Title.-This Act shall be known as the Code of Agrar- 
ian &forms of: he Philippines." 



"SEC. 2. Declaration, of Policy. - I t  is the policy of the State: 

" (1) To establish cooperative-cultivatorship among those who live 
and work on the land as tillers, owner-cultivatorship and the economic 
family-size farm as the basis of Philippine agriculture and as  a conse- 
quence, divert landlord capital in agriculture to industrial development; 

"(2) To achieve a dignified existence for the small farmers free 
froin pernicious institutional restraints and practices; 

"(3) To create a truly viable social and economic structure in agri- 
culture conducive to greater productivity and higher farm income through 
a cooperative system of production, processing, marketing, distribution, 
credit, and services ; 

"(4) To apply all labor laws equally and without discrimination to  
both industrial and agricultural wage earners ; 

" ( 5 )  To provide a more vigorous and systematic land resettlement 
program and public land distribution; 

"(6) To make the  small farmers more independent, self-reliant and 
responsible citizens, and a source of genuine strength in our democratic 
society. 

" ( 7 )  To give first  priority to measures for the adequate and timely 
financing of the  Agrarian Reform Program pursuant to House Joint 
Resolution Numbered Two, otherwise known as the Magma Carta of So- 
cial Justice and Economic Freedom; existing laws; executive and admin- 
istrative orders; and rules and regulations to the contrary notwithstand- 
ing ; 

"(8) To involve local governments in the implementation of the 
Agrarian Reform Program; and 

"(9) To evolve a system of land use and classification." 

"SEC. 3. Com.positior~ of Code.-In pursuance of the policy enun- 
ciated in Section two, the  following are established under this Code: 

"(1) An agricultural leasehold system to replace all existing share 
tenancy ~ y s t e m s  in agriculture; 

"(2) A system of crediting rental as amortization payment on 
purchase price ; 

" (3) A declaration of rights for agricultural labor; 

" (4)  A machinery for the acquisition and equitable distribution 
of agricultural land; 

" ( 5 )  An institution to finance the acquisition and distribution of 
agricultural land ; 

" ( 6 )  A machinery t o  extend credit and similar assistance to agri- 
cultural lessees, amortizing owners-cultivator, owners-cultivat.or, and 
cooperatives ; 
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" ( 7 )  A machinery to provide marketing, management, and other 
technical assistance andlor services to agricultural lessees, amortizing 
owners-cultivator, owners-cultivator, and cooperatives; 

" (8) A machinery for cooperative development ; 

" (9) A department for formulating and implementing projects of 
agrarian reform ; 

" ( 10) An expanded program of land capability survey, classifica- 
tion, arid registration ; 

"(11) A judicial system to decide issues arising under this Code 
and other related laws and regulations; and 

"(12) A machinery to provide legal assistance to  agricultural lessees, 
amortizing owners-cultivator, and owners-cultivator." 

"SEC'. 1 .  Alrtornatic Co,~versiun to Agricultural Leasehold.--Agri- 
cultural share tenancy throughout thc country, as herein defined, is 
hereby declared contrary to public policy and shall be automatically con- 
verted to agricultural leasehold upon the effectivity of this section. 

"The credit assistance traditionally extended by a landowner and a 
local lender t o  a tenant under the share tenancy systems in agriculture 
for production loans and loans for the purchase of work animals, tillage 
equipment, seeds, fertilizel-s, poultry, livestock, feed and other similar 
items, and advances for the subsistence of a leassee and his family, may 
be continued by said landowrier and local lender: Provided, That the 
tot:~i charges on these loans, including interest and service, inspection 
and isvuance fees, shall not exceed fourteen per cerlt per calendar year 
and the principal thereof shall not be subject to upward adjustment even 
in case of extraordinary inflation and/or devaluation : Provided, further, 
That on all loans or advances other. than money, the interest shall be com- 
puted on the basis of the current price of the gmds at- the time when 
the loans or advances were made. 

"Any work animal and tillage equipment in the possession of a share 
tenant but owlled by a landowner shall automatically be sold to said tenant 
on installment for 2t period riot exceeding five years and a t  :t price agreed 
upon by t he  parties: Provided, howeve?., That the tenant shall pay in 
advance ten per cent of the price agreed upon. 

"Existing share tenancy coiltracts may continue in force and effect 
in any region or locality, to be governed in the meantime by the pertinent 
provisions of Republic Act Numbered Eleven hundred and ninety-nine, 
as amended, until the end of the agricultural year when the President 
of the Philippines shall have organized by executive order the Department 
of Agrarian Reform in accol-dance with the provisions of this amendatory 
Act, unless such crrntracts provide for a shorter period or  the tenant 
sooner exercises his optior~ to elect the leasehold system: Provided, That 
in order not to jeopardize international commitments, lands devoted to 
crops covered by marketing allotments shall be made the  subject of a 



separate proclamation by the President upon recommendation of the 
department head that  adequate provisions, such as the organization of co- 
operatives, marketing agreement, or  other similar workable arrangements 
have been made to insure efficient management on all matters requiring 
synchronization of the  agricultural with the  processing phases of such 
crops. 

"In case some agricultural share tenants do not want to become 
agricultural lessees of their respective landholding, they shall, with the 
assistance of the Rureau of Agrarian Legal Assistance, notify in writing 
the landowners concerned. In  such a case, they shall have one agricul- 
tural year from the date of the notice to accept leasehold relationship, 
otherwise the  landowner may proceed to their ejectment." 

SEC. 2. Sections I 1  and 12 of the same Code are hereby amended 
to read as follows: 

"SEC. 11. Les.reefs Right of Pre-emption.--In case the agricul- 
tural lessor decides to sell the landholding, the agricultural lessee shall 
have the preferential right to buy the same under reasonable terms and 
conditions: Provided, That the entire landholding offered for sale must 
be pre-empted by the Department of Agrarian Reform upon petition of 
the lessee of any of them: Provided, f i~r ther ,  That where there are  
two or  more agricultural lessees, each shall be entitled to said preferential 
right only to the extent of the area actually cultivated by him. The right 
of pre-ernption under this Section may be exercised within one hundred 
eighty days from notice in writing, which shall be served by the  owner 
on all lessees affected and the  Department of Amarian Reform. 

"If the agricultural lessee agrees with the terms and conditions of 
the sale, he must give notice in writing to the agricultural lessor of his 
intention to exercise his right of preemption within the  balance of one 
hundred eighty days period still available t o  him, but in any case not 
l e ~ s  than thirty days. He must either tender payment of, or present 
a certificate from the  land bank that  i t  shall make payment pursuant to  
sectioil eighty of this Code on, the price of the landholding to the agri- 
cultural lessor. If the latter refuses to accept such tender or presentment, 
he niay consign i t  with the court. 

"Any dispute as to the reasonableness of the terms and collditions 
may be brought by the lessee or by the Department of Agrarian Reform 
to the proper Court of Agrarian Relations which shall decide the same 
within sixty days from the date of the filing thereof: Provided, That upon 
finality of the  decision of the  Court of Agrarian Relations, t h e  Land 
Bank shall pay to the  agricultural lessor the price fixed by the  court within 
one hundred twenty days: Provided, further, That in case the Land Bank 
fails to pay within that  period, the  principal shall earn an equivalent 
to the prime bank rate existing a t  the time. 

"Upon the filing of the corresponding petition or request with the 
department or corresponding case in court by the agricultural lessee or 
lessees, the said period of one hundred and eighty days shall cease to run. 



"Any petition or request for pre-emption shall be resolved within 
sixty days from the filing thereof; otherwise, the said period shall s tar t  
t o  run again." 

"SEC. 12. Lessrc's right of Redemptiow~.--In case the landholding is 
sold to a third person without the knowledge of the agricultural lessee, the 
latter shall have the right to redeem the same a t  a reasonable price 
and consideration: Prouidcd, That where there are two or more agricul- 
tural lessees, each shall be entitled to said right of redemption only Lo 
the extent of the area, actually cultivated by him. The right of redemption 
under this Section may be exercised within one hundred eighty days from 
notice in writing which shall be served by the vendee on all lessees affected 
and the Department of Agrarian Reform upon the registration of the 
sale, and shall have priority over any other r ight of legal redemption. The 
redemption price sht~ll be the reasonable price of the land at  the time of 
the sale. 

"TJpon the filina of the coresponding petition or request with the 
department or corresponding case in court by the agricultural lessee or 
lesaees, the  said period of one hundred and eighty days shall cease to  run. 

"Any petition or request for redemption shall be resolved within sixty 
days from the filing thereof; otherwise, the said period shall s tar t  to 
run again. 

"The Department of Agrarian Reform shall initiate, while the Land 
Bank shall finance, said redemption as in the case of pre-emption." 

SEC. 3. Sectiorl fourteen of the same Code is hereby repealed. 

SEC. 4. Section 32 of the same Code is hereby amended to  read as 
follows : 

"SEC. 32. Cost of Irr igatior~ System. - The cost of consrtuc- 
tion of a permanent irrigation system, including distributary canals, 
may be borne exclusively by the agricultural lessor who shall be 
entitled to an increase in rental proportionate to the resultant increase 
in production : Provided, That if the agricultural lessor refuses to bear the 
expenses of construction the agricultural lesaee/or lessees may shoulder 
the same, in which case the former shall not be entitled to an increase 
in rental and shall, upon the termination of the relationship, pay the 
lessee or his heir the reasonable value of the improvement a t  the time of 
the termination: Provided, further, That if the irrigation system con- 
structed does not work, i t  shall not be considered as an improvement 
within the meaning of this Section: Provided, furthermore, That the les- 
sees, either as individuals or as groups, shall undertake the management 
and control of irrigation systems within their respective jurisdiction. 
However, those constructed and operated by the government may be given 
to the lessees either 21s individuals or as groups a t  their option with the 
right to maintain, manage and operate such irrigation systems and to 



collect and receive rentals therefrom: Provided, still further ,  That the les- 
sees, either as individuals or as groups, shall allocate not more than 
twenty-five per cerlt of' their collection for rentals to the government if 
the irrigation system has obligations to meet until paid, otherwise such 
irrigation system will be maintained, managed and operated solely by the 
lessees either as individuals or as groups, subject to such rules on water 
rights and water use promulgated by the National Irrigation Administra- 
tion or such other government agencies authorized by law: Provided, fi- 
nally, That if the irrigation system is installed and/or constructed a t  the 
expense of the landowner or agricultural lessor, the Department of Agra- 
rian Reform shall initiate, while the Land Bank shall finance, the ac- 
quisition of such irrigation system a t  its current fa i r  market value so 
that  the ownership thereof may be vested in the  lessees as  individuals o r  
groups." 

SEC. 5. Section 34 of the same Code is hereby amended to read as 
followcl : 

"SEC. 34. con side ratio)^ for the Lease of Riceland and Lands Ve- 
ro ted  to Other  Crops.-The consideration for the lease of riceland and 
lands devoted to other crops shall not be more than the equivalent of twenty- 
five per centurn of the average normal harveat or if there have been no 
normal harvests, then thc estimated normal harvest during the three 
agricultural years immediately preceding the date the leasehold 
was established after deducting the amount used for seeds and the 
cost of harvesting, threshing, loading, hauling and processing, whichever 
are applicable: Provided, That if the land has been cultivated for a period 
of less than three years, the initial consideration shall be based on the 
average nornial harvest nu. if there have been no normal harvests, then 
the estimated normal harvest during the preceding years when the land 
was :tctually cultivated, or on the harvest of the first year in the case of 
iiewly cultivated lands, if that  harvest is ilormal harvests, the final con- 
sideration shall be based on the  average normal harvest during these 
three preceding agricultural years. 

"In the absence of any agreement between the parties as to the rental, 
the C:ortrt of Agrarian Relations shall summarily determine a provision~l 
rental in pursuance of existing laws, rules and regulations and production 
records available in the different field units of the department, taking 
into account the extent of the development of the land a t  the time of the 
conversion into leasehold and the participation of the lessee in the devel- 
opment thereof. This provisional rental shall continue in force and effect 
until a fixed rental is finally determined. The court shall determine 
the fixed rental within thirty days after the petition is submitted for 
decision. 

"If capital improvements are introduced on the farm not by the 
lessee to increase its productivity, the rental shall be increased propor- 
tionately to the consequent increase in production due t o  said improve- 



ments. In case of disagreement, the  Court shall determine the reasonable 
increase in rental." 

SEC. 6. A new section is hereby inserted after Section 34, to be 
designated as Section "34-A", which shall read as follows: 

"SEC. 34-A. Relstal credited as wtjzol-tizatiol~ pal jn lr~i t  or1 purchasc 
]?vice.--The rental paid under the preceding section after the approval ot 
this amendatory Act shall be credited as :tmortization payment on the 
purchase price of the landholding tilled by the lessee in any of the follow- 
ing instances : 

" (1) When the landholding is expropriated by the government for 
{.he lessee; and 

"(2) When i t  is redeemed. 

"The purchase price of Ihe landholding shall be determined by the 
parties or the government agencies concerned on the same basis prescribed 
under section fifty-six of this Code : Provided, That whatever balance re- 
mains after crediting as amortization the paid, the same may be 
financed by the Land Bank in the same ratio and mode of payment as 
provided under section eighty of this Code. 

"The provisions of Act Numbered Four hundred ninety-six, as amend- 
ed, and other laws to the contrary notwithstanding, the Land Registration 
Commission is hereby authorized concurrently with the Bureau of Lands 
to approve-survey plans of lands intended for original registration and 
to issue transfer certificate of title in favor of the new amortizing-owner- 
beneficiaries under this section and the Registries of Deeds to register the  
same. For this purpose, the Idand Registration Commissioner shall issue 
the necessary rules and regulations for the implementation of this pro- 
vision. 

"The Departmeilt and/or the Bank, in appropriate cases, shall fa- 
cilitate the immediate issuance of the corresponding transfer certificate 
of title of the landholding to the new amortizing owner with the encuni- 
hrance thereof duly annotated. 

"Provisions of existing laws, rules and regulations to the contrary 
notwithstanding, any amortizing owner may use this transfer certificate 
of title to obtain a loan from any public or private lending institution and 
he shall be entitled to borrow therefor an :mount not less than sixty per 
rentur)~ of the fair market value of the property: Provided, That the pro- 
ceeds o l  such loan shall be applied as follows: fifty per r'ewtzirn as partial 
payment of any unpaid balance on the landholding and the remaining fifty 
pel ceutlrrn for the capital improvement of the land and operating capital 
for farm operations of the amortizing owner. 

"The payment of all loans obtained pursuant to the provisions of this 
section shall be guaranteed by the Land Bank and for this purpose, i t  shall 



set aside a sinking fund i n  such amount as may be necessary to be deter- 
mined by its Board of Trustees. 

"In case of default in the payment of three consecutive installments 
on the loan, the lender shall immediately notify, among others, the h n d  
Bank and the department of such default, and thereafter, these agencies 
shall take the appropriate steps either: 

"(1) To answer for the default in case the reason therefor is due 
to fortuitous event, or 

"(2) In any other case, to take over the ownership and administra- 
tion of said property. 

"In the latter case mentioned under the preceding paragraph, the 
government shall endeavor to substitute the defaulting amortizing owner 
with a new one who does not own any land and who shall be subrogated 
to the rights, and shall assume the obligations, of t,he former amortizing 
owner. 

"The rules prescribed in the two immediately preceding paragraphs 
shall apply in case the lessee defaults in the payment of at least three con- 
secutive rental amortizations, with the former landowner giving the re- 
quired notice in proper cases. 

"In all instances where default is due to fortuitous events the Land 
Bank shall be answerable for such default and the farmers shall be re- 
leaved from the obligations to pay such installment or installments due 
toget.her with interest thereon." 

SEC. 7. Section 36(1) of the same Code is hereby amended to read 
as follows: 

"(1) The iandholding is declared by the department head upon re- 
commendation of the National Planning commission to be suited for 
residential, commercial industrial or some other urban purposes : Provided, 
That the agricultural lessee shall be entitled to disturbance compensation 
equivalent to five times the averape of the gross harvests on his landlord- 
ing during the last five preceding calendar years;" 

SEC. 8. Section 39(2) of the same Code is hereby amended to read 
as follows : 

"(2) Right to engage in concerted activities as defined under 
Republic Act Numbered Eight hundred and seventy-five ;" 

SEC. 9. The Titles of Chapter I11 and Article I and Sections 49 and 
50 of the same Code are hereby amended to read as follows: 

"Chapter 111.-Department of Agrarian Reform. 

"Article I.-Organization and Functions of the Department of Agrar- 
ian Reform. 



"SEC. 49. Creatiwr of the Depurtmer~t of Agrariwv~ Ref orm.-For 
the purpose of carrying out the policy of establishing owner-cultivatorship 
axid the economic family-size farm as the basis of Philippine agriculture 
arid other policies enunciated in this Code, there is hereby created a 1)e- 
partment of Agrarian Reform, hereinafter referred to as Department, 
which shall be directly under the control and supervision of the Presidenl; 
of the Philippines. It: shall have authority and responsibility for imple- 
~r~el l t ing the policies of the state on agrarian reforms as provided in this 
Code and such other. existing laws as are pertinent thereto. 

"The Department shall be headed by a Secretary who shall be ap- 
pointed by the President with the consent of the Commission on Appoint- 
rneuts. 

"He shall be assisted by one Undersecretary who shall be appointed 
by the President with the consent of the Commission on Appointments. 

"SEC. 50. Qual~f  ications and Cumperw.atior~s of Secretary amd Under- 
sccrelary.-No person shall be appointed secretary or Undersecretary 
of the Department unless he is a natural-born citizen of the Philippines, 
with proven executive ability and adequate background and experience in 
land reform here and/or elsewhere for at  least five (5) years, and a t  
least thirty-five years of age: Provided, however, That the Undersecretary 
shall be a career administrator and, a t  the time of his appointment, f~hall 
not be more than fifty-seven (57) years of age, unless the President has 
determined that he possesses special qualifications and his services are 
needed. 

"The Secretary and the Undersecretary shall have, among other qual- 
ifications, demonstrated interest in, and concern for, the needs and prob- 
lerns o l  the rural and fa rm populations and the solutions thereto : Provided, 
That no person who owns any farmholding shall be appointed as Secretary 
or Undersecretary unless such farmholding is under the leasehold system 
or the ayslerri of agricultural land ownership transfer direct to  the tiller. 

"The Secretary shall receive an annual compensation equivalent to 
any other executive department secretary; the Undersecretary shall re- 
ceive an annual compensation equivalent to  any other executive depart- 
ment undersecretary." 

SEC, 10. The following new sections are hereby inserted after Sec- 
tion 50, to be designated as Sections "50-A to 50-1," which shall read as 
follows : 

"SEC. 50-A. Powers ar~d functions of the Secretmy.--In addition to 
the powers and functions specified in this Code, the Secretary shall exer- 
cise such powers and perform such functions and duties as are required 
of any executive department secretary under existing laws." 

"SEC. SO-B. Powers arld jurictions of the Undersecreta~y.-In addition 
to the powers and functions specified in this Code, the Undersecrebry 



shall exercise such powers and perform such functions and duties as are  
required of any executive Department Undersecretary under existing laws." 

"SEC. 50-C. Vacancy iu  office or incapacity.-In case of vacancy in 
the office of Secretary or inability of the  Secretary to exercise his powers 
and perform his functions and dutiea due to his illness, absence or  any 
other cause, the Undersecretary shall temporarily perform the functions 
uf  the said office." 

"SEC. 50-1). Office of the Secretary; Appoi/it,nent of Personnel.- 
The office of the Secretary shall be composed of the Secretary, the Under- 
secretary, the  chiefs of the staff services or  units directly under the 
department proper, together with the  personnel thereof. 

"All personnel of the department proper shall be appointed by the 
Secretary in accordance with applicable civil service law and rules," 

"SEC. 50-E. Creation of Staff Service.s; Ft~n,ctions.-There shall be 
created in the department a planning service, a financial and management 
service, an administrative service, and such other staff services as the 
Secretary may deem necessary to establish in accordance with this section, 
each to be headed by a chief, which shall be organized and shall perform 
the functions as follows: 

" ( 1 ) Planxing Service 

"The Planning Service shall be responsible for providing the 
department with economical, efficient, and effective services relating 
to  planning, programming and project development. 

"(2) F2nancial and Mar~agement Service 

"The Financial and Management Service shall be responsible for 
providing the department with staff advice and assistance on budget- 
ary, financial, and management improvement matters. 

" (3 )  Administrative Service 

"The Administrative Service shall be responsible for providing 
the  department with economical, efficient, and effective services 
relating to personnel, legal assistance, infomation, records, supplies, 
equipment, collection, disbursements, security, and custodial work. 

"SEC. 50-F. C,reatio)~ of Bztremus; Fzrnctio.ns.--There shall be under 
the department the following bureaus each to be headed by a Director 
who shall be assisted by an Assistant Director, charged with the direct 
implementation of the programs and policies of the Department: 

"(1) The Bureau of Farm Management which shall be reapon- 
sible for the development and implementation of programs on in- 
creased productivity, home improvement, and rural youth develop- 
ment ; 



"(2)  The Bureau of Land Acquisition, distribution and develop- 
ment which shall be responsible for the distributioii of lands to 
bo,n.a fide farmers, for conducting land capability survey and class- 
ification, and for the improvement of lands acquired by the Depart- 
ment ; 

"(3) The Bureau of Resettlement which shall be respoilvible ior  
the resettlement of displaced farmers, landless families, and urban 
workers in the settlement projects of the Department, the construc- 
tion of houses, roads and other facilities, and the taking of a 
census of all proclaimed and unproclaimed resettlements; and 

"(4) The Eureau of Agrarian Legal Assistance which shall be 
responsible for extending legal assistance to farmers including those 
provided under Republic Act Numbered Forty-eight hundred and 
eighty-six, the execution of leasehold contracts and apprising the  
farmers with their rights and duties under the law. 

"Each of these bureaus may establish such divisions as are neces- 
sary for the economical, efficient and effective performance of i ts  func- 
tions." 

"SEC. 50-G. Appuil~lmeizt,  Quulijications n r~d  Comper~satio~zfi of Di- 
?.eclors ar1.d Assisfunt Directors; Appoinlrnetlt of Perso)~llel.-The Director 
of :i Bureau and his assistant shall each receive the equivalent compen- 
sation, and shall be appointed in the same manner as any director or 
assistant director of a bureau. 

"No person shall be appointed director or assistant director of a bu- 
reau unless he is a natural-born citizen of the Philippinee, with proven 
executive ability and adequate background and experience in land reform 
here and/or elsewhere for a t  least three (3)  years, and a t  least twenty- 
f ive years of age: Provided, That the Director or Assistant Director shall 
bc a career administrator and, at  the time of his appointment, shall not 
be more than fifty-seven (57) year of age, unless the President has deter- 
n~ined that  he possesses special qualifications and his services are needed: 
Provided, further, That the Director or Assistant Director shall have 
among other qualifications, demonstrated interest in, and concern for, 
the  needs and problems of the rural and farm population and the  solutions 
thereto: Provided, finall?/, That no person who owns any farmholding 
shall be appointed as Director or Assistant Director unless such farm- 
holding is under the  leasehold system or the  system of agricultural land 
ownership-transfer direct to the  tiller. 

"All personnel of the Bureaus shall be appointed by the Secretary, 
upon recommendation of their respective Director, in accordance with 
applicable civil service law and rules." 

"SEC. 50-H. Fzlinctions of Director and Assistant Director.-The 
Director or in his absence, the  Assistant Director, shall exercise such pow- 
errJ and perform such functions and duties as are provided for under 



existing laws in addition to the powers and functions provided for in this 
Code." 

"SEC. 60-1. Regior~rrl and Field Offices.-The Department may have 
regional and other field offices, the number, location and organization 
of which shall be determined by the: Department in conformity with the  
area pattern prescribed hereunder : 

"(I)  The Department, in the establishment of regional and other 
field offices, shall follow the field service area pattern authorized below. 
There are  established ten regions, each with definite regional centers 
within the region as  follows: 

"a. Region No. 1 is called the Ilocos Region, and comprises the 
provinces of Batanes, llocos Norte, Ilocos Sur, Abra, La Union, Ben- 
guet, and Mountain Province and the cities of Baguio, and Laoag, 
with the regional center a t  San Fernando, La  Union; 

"b. Region No. 2 is called the Cagayan Valley Region, and com- 
prises the provinces of Cagayan, Isabela, Nueva Vizcaya, Quirino 
(Sub-province), If ugao, and Kalinga-Apasao, with t h e  regional 
center a t  Tuguegarao, Cagayan; 

"c. Region No. 3 is called the Central Luzon Region, and com- 
prises the provinces of Pangasinan, Tarlac, Nueva Ecija, Pampanga, 
Zambales, Bulacan, Bataan, and the cities of Angeles, Cabanatuan, 
Dayupan, Olongapo, Palayan, San Carlos (Pangasinan) and San Jose 
(Nueva Ecija) ,  with the regional center a t  San Fernando, Pampanga; 

"d. Region No. 4 is called Southern Tagalog Region, and com- 
prises the  provices of Rizal, Cavite, Laguna, Batangas, Quezon, Ma- 
rinduque, Oriental Mindoro, Occidental Mindoro, Romblon, Aurora 
(Sub-province), and Palawan, and the cities of Batangas, Caloocan, 
Cavite, Lipa, Lucena, Manila, Pasay, Puerto Princeaa, Quezon, San 
Pablo, Tagaytay, and Trece Martires with the regional center at 
greater Manila ; 

"e. Region No. 5 is called the Bicol Region and comprises the 
provinces of Camarines Norte, Camarines Sur, Albay, Catanduanes, 
Maubate, and Sorsogon, and the cities of Iriga, Legazpi and Naga, 
with the  regional center a t  Legazpi City; 

" f .  Region No. Ci is called the Western Visayae Region, and com- 
prises the provinces of Negros Occidental, Iloilo, Guimaras (Sub- 
province), Antique, Aklan, and Capiz, and the cities of Bacolod, Bago, 
Cadiz, Iloilo, La Carlota, Roxas, Sail Carlos (Negros Occidental) 
and Silay, with the regional center a t  Iloilo City; 

"g. Region No. 7 is called the Central and Eastern Visayas Re- 
gion, and comprises the provinces of Negros Oriental, Siquijor (Sub- 
province), Cebu, Rohol, Northern Samar, Eastern Samar, Western 
Samar, Leyte, Southern Leyte and Biliran (Sub-province) and the 
cities of Bais, Calbayog, Canlaon, Catbalogan, Cebu, Danao, Duma- 



guete, Lapu-L:tpu, Ormoc, Mandawe, Tauloban, Tagbilnran, and To- 
ledo, with the regional center a t  Cebu City. - 

"11, Region No. 8 is called the Western Mindanao Region, and 
camprises the provinces of Hi8amis Occidental, Lanao del Norte, 
Lanao del Sur, Zamboanga del Norte, Zambounga del Sur, and Sulu, 
arid the cities of Bauilnn, napitan, Ilipolog, Iliyan, Marawi, Oroquie- 
tni, O z ~ m i s ,  Pagirdian, Tanyub, and Zamboangn with the regional 
center a t  Zamboanga City; 

"i. Region No. 9 is called the Central Mindanao Region, a>d 
comprlsev the provinces of Camiguin, Misamis Oriental, Bukidnon, 
Cotabato, and South Cotabato, and t h e  cities of Cagayan de 01-0, 
Cotabato, General Santos, and Gingoog, with the regional center a t  
Cagayan de Oro City; 

".i. Region No. 10 is called the Eastern Mindanao Region, and 
comprise8 the provinces of Surigao del Norte, Surigao del Sur, Agu- 
san del Norte, Agusan del Sur, Uavao del Norte, Davao Oriental, 
and Davao del Sur, and the cities of Ijutuan, navao and Surigao, 
with the regional center at Davao City; 

"(2) The Department shall organize an integrated and department- 
wide field services :iu the exigencies of the Agrarian Reform Program 
may require : Proz~ided, That the Department shall e s h b l i ~ h  in every re- 
gional or other field office organized, a consultative and coordinating 
body which shall include in its membership a tiller-lessee representing 
the ag~:icultural lessees and a representative from the local governments 
of the area where mid office is operating. 

"(3) The regional office shall be headed by a Regional Director 
who may be assisted, whenever necessary, by an Aesistant Regional Di- 
rector. The Regional Director and Assistant Director, if any, ahall be 
appointed by the Secretary in accordance with applicable civil service 
law and rules; Prozqitlsd, hozvever, That the Regional Director and As- 
s i ~ t a n t  Regional Ilirector shall have the same qualifications as Bureau 
Ilirector and Assistant Director, respectively. 

"All personnel of the Region:ll arid other offices shall be appointad 
by the Secretary upon recommendation of their respective regional di- 
rector, in accordance with applicable civil service law and rules: Pro- 
vided, That applicants iron1 the region, \ ~ h o  possess the required qual- 
ifications,  hall be appointed to vacant positions in the said region, unless 
nobody among the said applicants is qualified; in which case, applicants 
from other  region^ may be considered. 

"(4) The Regional Director shall be responsible in carrying out the 
policies arid implementing the plans and programs of the Department in 
the regional area under his jurisdictioii: I'rov,ided. Itoruaiwr, That when 
the department's function or activity transcends regional boundaries and 
requires central and/or inter-regional action, said functions may be per- 
formed under the direct supervision and cantrol of the department. 



" (5) The Regional offices shall have units on agricultural extension, 
credit and legal assistance, as well as cooperative development; or person- 
nel in which the functional areas of the department may be represented. 
There shall be in these regional units an much combination of related 
 function^ ns possible. 

" ( 6 )  The functions of a regional office shall be as follows: 

"0. Implement laws, policies, plans, program, rules and regulations 
of the Department in the regional area, 

"h. Provide economical, efficient, and effect,ive service to the people 
in the area; 

"c. Coordinate with regional offices of other departments, bureaus, 
agencies in the area; 

"(1. Coordinate with local government units in the area; and 

" e  Perform such related El~nctions may be provided by other 
existing laws." 

SEC. 11. The Land Reform Project Administration and its govern- 
ing body, the National Land Reform Council, under the Office of the 
President, are hereby abolished; and their functions are t ran~ferred to 
the Ilepartment, together with applicable appropriationn, records, equip- 
ment, property and all the organic, contributed and/or aasigned personnel 
to the Land Reform Project Administration pursuant to this Code, other 
existing laws and Executive Order Numbered Seventy-five, Series of 
Nineteen hundrwl and sixty-four, as well as such personnel an may be 
necessary from its governing body, the National Land Reform Conncil. 

SEC. 12. The Land Authority under the Office of the President and 
a member-agency of the Land Reform Project Administration is hereby 
abolished; and  it^ functions are transferred to tlie Department, t,ogether 
with applicable appropriations, records, equipment, property, and such 
personnel a s  may be necessary. 

SEC. 13. The Secretary shall, in con~ultntion with the Underaec- 
r e t r y  and Bureau Directors, allocate by Tlepartment Order t o  the differ- 
ent bureaus, agencies and regional offices of the Department the func- 
tions of the agencies, offices and 'or units abolished and not otherwise 
xsaigned by this Amendatory Act or by the organization plan of the 
nepartment to a partirnlrir agency or office. 

SEC. 14. The Land Rank of the Philippines is hereby attached to 
the Department as its land financing arm and shall devote all of its 
resource8 to agrarian reforms. 

The Agricultural Credit Administration under the Office of the 
President shall coordinate and cooperate with the Department as its 
credit arm and shall devote its resources to agrarian reforms. 



The Land Rank oT the Philippines and the Agricultii~*al C ' r~d i t  Ad- 
ministration, in ;itldition to the functions and dutiee assigned to them 
under existing lawn, esecutivc and administrative orders, and rules and 
1.egulations, shall be i.espon,rible for rendering staff advice and assistance 
to the Secretary of the Uepartment. The regional offices or field units 
of these entities and or invtrumentsrlities shall likewise coordinate and 
coomrate with the  ~~egional  office or  field units of the  Department, re- 
spectively. 

SEC. 15. Within sixty (60) days from the approval of this Amend- 
atory Act, the President by Executive Order shall, upon recommendation 
of the Special Technical Committee created under Special Order Num- 
bered Eleven, Series of Nineteen hundred and seventy-one, of the Land 
Reform Project Adminiutrntion, and the Commiaaion on Reorganization 
created pursuant to  Republic Act No. 5435, as amended, organize the 
said Department in ~ccordance with the provisions of this Amendatory 
Act with the end in view of achieving economy and maximum efficiency 
and effecti\~enesu and of strictly observing the merit system in the re- 
tention ar~tl promotion of the best qualified personnel : Prnvidcd, That 
the  adminhtrative machineries of the entities attached and 'or required 
under this Code to coordinate and cooperate with the Department, as 
well as the agencies fiervicing the same, shall also be reorganized to en- 
able them l o  align their :tctivities with the requirements and objectives 
of this Code: P?*oz.icZcd, fw ther ,  That not more than ten per cent of the 
personnel of thc Department and the bureaus, offices, agencies and./or 
entities under, coordinating or servicing it shall be stationed in the  Cen- 
tral  Office: Procidrtl, f i ~ m l l ~ / .  That not more than five per cent of the 
total personnel in the regional, team, resettlement agency or equivalent 
field offices shall be stationed in such offices. 

SEC. 16. Section 51 of the same Code is hereby amended to read as 
lows : 

"SEC. El. Pn.?arra u,nrl F7rnctim.-It shall be the responsibility of 
the Department : 

" (1) t o  initiate and prosecute expropriation proceedings for the ac- 
rluisition of private agricultural lands aa defined in Section one 
hundred sixty-six of Chapter XI of this Code for the purpose 
of subdivision into economic family-size farm units and resale 
of said farm units to h o i ~ a  fidc tenants, occupants and qualified 
f t i r m e ~ . ~  : Pro?-idcd, That the powers herein granted shall :tp- 
ply only to private zrgriraltural lands subject to the terms and 
conditions and order of priority hereinbelow specified. 

"a. all idle or abandoned private agricultural lands, except 
those held or purchased within one year from the approval 
of this Code by private individuals or corporations for  
the purpose of reaale and subdivision into economic family- 



"b. 

size farm units of not more than six (6 )  hectare8 each in 
accordance with the policies enunciated in thin Code: 
P ~ o v i d e d ,  That the subdivision and resale shall be sub- 
stantially carried out within one year from the ~ p p r o v a l  
of this Code; 

all private agricultural lands suitable for ~ubdivision into 
economic family-size farm units of not more than six (6) 
hectares owned by private individuals or corporation 
worked by lessees, no substantial portion of whose land- 
holding in relation to the area sought to be expropriated, 
is planted to permanerlt crops under labor administration, 
in excess of twenty-four hectares except all private agri- 
cultural lands under labor administration : Provided, That 
private agricultural lands occupied and cultivated contin- 
uously for not less than ten years by tillers or their as- 
cendants who are not farm laborers or  lessees may be 
subject to expropriation under this Code : Prouided, fur -  
ther ,  That any court action filed for the ejectment of the 
tiller shall not interrupt the running of the ten-year period 
unless such action is filed within three years from the date 
of occupancy: Provided, f.ina.lly, That if the final decision 
rendered in the court action is favorable to  the tiller, the 
ten-year period shall be considered as continuous and un- 
interrupted ; and 

"c in exproprinting private ngricultilral lands declared by the 
Department of Agrarian Reform to  be necessary for the 
implementation of the provisions of this Code, the follow- 
ing order of priority shall be considered: 

1. idle or abandoned lands ; 

2. those whose area exceeds 1,024 hectare#; 

3. those whose area exceeds 500 hectares but ia not more 
thnn 1,024 hectares; 

4. t h o ~ e  whose area exceeds 144 hectares but is not more 
than 500 hectares ; 

5.  those whose area exceeds 75 hectnree but is not more 
thnn 144 hectares; and 

6. those whose area exceeds 24 h e c t ~ r e ~  but is not more 
than 75 hectares. 

" (2) To acquirtx private agricultural land8 regardless of area 
through negotiated purchase subject to approval of the court as t o  price 
for di~ltribution and sale at cost to their actuiil occupants tvho are tillers 
of the land in lots of not more than six hectares: Pf-ntticled, That where 
there are several groups or individuals of such tillers petitioning for 



the tlcquisitioll of their revpective occupancy, priority shall be given to 
the group with a greater number of tillers who firet filed the petition 
over a group with a lesser number of tillers, and the latter over indi- 
vidual tillers: Pvovided, fwrther, That the group or individual who has 
continuously tilled the land longest have first  priority; 

" (3) To help bort,a fide farmers without lands or agricultural own- 
er-cultivators of uneconomic ~ i z e  farms to acquire and own economic 
I'arnily-size farm units of not more than six hectares each ; 

"(4) To administer and dispove of agricultural larids of the public 
don~ain under the custody and administration of the National Resettle- 
ment and Rehrtbilitatio~i Administration and the Economic Development 
Corps of the Armed Forces of the Philippines prior to the approval of 
this Amendatory Act and such other public agricultural lands as may 
hereafter bc reserved by the President of the Philippines or by law for 
resettlentent ancl sale, in accordance with such terms and conditions as  
are set forth under this chapter: P?.ovided, That the exercise of the 
:iuthority granted herein, as well as the preceding sub-paragraph, shall 
not contravene public policy on the permanency of forelrt reserves or 
other laws intended for the preservation and conservation of public na- 
iional :ind municipal forests, parks and watereheds: Provided, fur- 
the,; That said authority shall not be construed to exclude the other 
modes of disposition of public agricultural lands under the public land 
Act o r  to contraverle the authority granted by law to the Department 
of Agriculture and Natural Resources over all public rigricultural landv 
not covcl-ed by the Agrarian Reform Program: Provided, fklally, That 
the Secretary of the Department of Agriculture and Natural Resources 
shall within a period of ten years from the approval of this Amendatory 
Act, releacce lo  the Ilepartment of Agrarian Reform for revettlement 
arid s d e  all lnnds of the public domain reserved for agricultural resettle- 
ment arid sale except public agricultural lands which are reserved as 
~ettlenlelits for the national cultural minorities under the tldminivtration 
of the Commission on National Integration; 

"(4) 'To develop plans and initiate actions for the systematic open- 
ing of alienable and disposable lands of the public domain for speedy 
distribution to and development by deserving and qualified persons who 
do not own any land in sizes of not more than six hectares; 

"(5) To reconlnlend to the President, from time to time after pre- 
vious conaulti~tion with the Secretary of Agriculture and Natural Re- 
sources, what portion of the alienable, or disposable public lnnds shall 
be reservetl for resettlement or disposition under this Chapter ; 

"(6) To give economic family-size farms of not more than six 
hectares to landless citizens of the Philippines who need, deserve, and 
are capable of cultivating the land personally, through organized reset- 
tlernent, under the terms and conditions the Department may prescribe, 
giving priority lo qualified and deserving farmers in the province where 
such lands are located; 



"(7) To reclaim swamps and marshes for agricultural purpoaes 
only, obtain titles thereto whenever feasible and subdivide them into 
economic family-size farms of not more than six hectares for distribu- 
tion to deaerving and qualified farmers; 

"(8) To undertake measures which will insure the early issuance 
of titles to persons or corporations who have actually settled and cul- 
tivated disposable alienable lands of the public domain; 

"(9)  To survey, subdivide and set aside lands or areas of land- 
holdings under its custody and administration for economic family-size 
farms, large-scale farm operations, town sites, roads, parks, government 
centers and other civic improvements as circumstances may warrant:  
Procided, That the Bureau of Lands and the Land Registration Com- 
mission, as the case may be, shall verify the said surveys or subdivisions, 
and after  such verifications, approve or disapprove the same ; and issue, 
in case of approval of said surveys or subdivisions, the corresponding 
patents and titles thereto; 

"(10) To inform the Agricultural Productivity Commission and the 
Ilepartment of Agriculture and Natural Resources of the problems of 
settlers and farmers on lands under i ts  administration and in land re- 
form areas: Proqjided, That i t  is mandatory for the said Commission 
and Department to provide field agricultural extension service to these 
areas upon being informed of the problenls obtaining : Provicled, f twther, 
That settlement projects and land reform areas, er~pecially private agri- 
cultural lands acquired by the government, shall be given f i rs t  priority 
in the diffusion of useful and practical information, knowledge and skills 
on agriculture, soil confiervation, livestock, fisheries, forest conservation, 
public lands and natural resources laws, home economics and rural life, 
in order to encourage their application through field demonstration, lec- 
tures and conferences, publications and other means of imparting in- 
formation, stimulation, promotion and organization of agricultural co- 
operatives and encouragement in the formation and growth of private 
associations, study clubs, committees and other groups of farmers and 
members of their family that  will enhance their social and economic con- 
ditions ; 

"(11) To acquire for agricultural lessees exercising their right of 
pre-emption and redemption under Chapter I of this Code, any land- 
holdings mentioned thereunder ; 

"(12) To conduct land capability survey and classification of the 
entire country and print maps; 

"(13) To make such arrangements with the Land Bank domain un- 
der its administration as will be necessary to  carry out the objectives 
of this Code; 

"(14) To expropriate home lots occupied by agricultural lessees 
outside their landholdings for resalc at cost t o  said agricultural lessees; 



"(15) To see to it that all agricultural lands, either public or pri- 
vate, distributed by the government to the beneficiaries of the Agrar- 
ian Reform Program shall be sold only by the said beneficiaries to the 
governtilent ; and 

"(16) To submit to the President of the Philippines and to both 
Houses of Congrevv through their presiding officers, to the Secretary of 
Firlance and to the Auditor General within sixty days of the close of 
the fiscal year, an annual report showing its Accornpli~hnlent~ during 
the year; the expropriation proceedings it has undertaken; the expen- 
ditureu i t  has incurred and other financial transactions undertaken with 
respect thereto." 

SEC. 17. Section SG of the same Code is hereby amended to read 
as follows: 

7 . ' I  -- . .  
8 ,  

' L S ~ : .  OG. J1(st Cott~pe)lsa.tio)i..-In determining the just compensa- 
tion of the land to be expropriated pursuant to this Chapter, the Court 
shall consider as basis, the fair market value, without prejudice to con- 
sidering the assessed value and other pertinent factors. 

"The owner of the land expropriated shall be paid in accordance 
with Section eighty of this Code by the Land Bank and pursuant to an 
arrangement herein authorized." 

SEC. 18. Sectio~l 71 of the same Code is hereby amended to read 
:Is follows : 

"SEC. 71.. PO.ICP~ of fhe  Der)@rtine)~t of Agrariu?~ Rt?for.),t to sell 
t o  Holders of Bowda Irrslred to Former La?/.dowtters lc~icose Lard have 
Zlet:ic P~rrcl~med for Redktributior~.-The Department of Agrarian Re- 
form shall sell, for a price not less than the appraised value, any portion 
not exceeding one hundred forty-four hectares in the cave of individuals 
of the public ~griculturitl landa tranbferred to t,he Land Bank which is 
suitable for large-scale farm operations to any holder, who is qualified 
to :itquire agricultural lands through purchase, of bonds issued to  for- 
mer landowners whose lands have been purchased for rediatribution 
under this Code, subject to the condition that the purchaser shall, within 
two yearv after acquisition, place under cultivation a t  least thirty per 
~gitt~'i)l. of the entire area under plantation administration and the re- 
m:tining seventy pflr  cei/tt~))i. within five years from th date of 
acquisition. The Secretary shall issue the title of said land upon showing 
that the purchaser has developed and cultivated at least one-fourth of 
his land plantation administration. 

Any public agricultural land sold aa hereinabove specified shall not 
be the object of any expropriation ay long as the same is developed and 
cultivated for large-scale production under farm labor management: 
Provixlcd, I/oule~.er. That after the capital invested therein for develop- 



rnent, plus a reasonable margin of profit shall have been fully recovered, 
or after the lapse of twenty-five years from the date of acquisition, 
whichever comes earlier, said land shall become expropriable. 

The selling price of the portion of the public agricultural land sold 
under this Section shall be credited to the Land Bank. As payment for 
the land sold under this Section, the Land Rank shall' accept as sole 
instruments of payment the bonds issued pursuant to Section seventy- 
six. Issued bonds accepted :is payment for the land #old shall be can- 
celled to the extent of the amount paid. 

All sales under this Code shall be subject to the rules and regula- 
tions which the Department of Agrarian Reform in consultation with the 
Land Bank, shall prescribe insofar ns they are not inconsistent with the 
provisions of this Code. 

SEC. 19. Section 76 of the same Code i~ hereby amended to read 
as follows : 

"SEC. 76. Isslcatrc~ of Bo)lcE-4.-The Land Bank shall, upon recom- 
mendation by the Board of Trustees and approval of the Monetary Board 
of the Central Bank, iswue bonds, debentures and other evidences of in- 
debtedness a t  such terms, ratcs and conditions as the Bank may deter- 
mine up to an aggregate amount not exceeding, at  any one time, five times 
its unimpaired capital and surplus. Such bonds and other obligationa shall 
be secured by the assets of the Bank and shall be fully tax exempt both as 
to principal and income. Said income shall be paid to the bondholders 
every six (6)  months from the date of issue. These bonds and other 
obligations shall be fully negotiable and unconditionally guaranteed by 
the Government of the Republic of the phi lip pine^ and shall be redeem- 
able at  the option of the Bank a t  or prior to maturity, which in no case 
shall exceed twenty-five years. These negotiable instruments of indebt- 
edness shall be mortgageable in accordance with established banking pro- 
cedures and practice to government institutions, existing charters and/or 
law8 to the contrary notwithsttinding, not to exceed sixty pEr centum of 
their face value to enable the holders of such bondw to make use of 
them in investments in productive enterprises. They are eligible as 
legal reserves against deposit liabilities of banks, subject to the terms 
and conditions which the Ckntral Bank of the Philippines may impose. 
They shall also be accepted as payments for  reparation equipment and 
materials, the provisions of Republic Act Numbered Seventeen hundred 
and eighty-nine, as nmended, to the contrary notwithstanding. 

The Roard of Trustees shall have the power to prescribe rules and 
regulations for the registration of the bonds issued by the Bank a t  the 
request of the holders thereof." 

SEC. 20. Section 80 of the slime Code is hereby nmended to read as 
~ O ~ I O V T S  : 



"SEC. 80. Malii//l/ Pa~rricrit  to O i c n e r ~  o f  Laridcd Estates.-The 
Land Bank shall make payments in the form herein prescribed to the 
owners of the land acquired by the Department of Agrarian Iteform for  
divi~ion and resale under this Code, Such payment shall be made in the 
following manner: twenty pah  cerbt~trn in cash and the remaining balancc 
in six per cent, tax-free, redeemable bonds issued by the Bank in accord- 
ance with Section seventy-six, unless the landowner desires to bc paid in 
shares of stock issued by the Land Bank in accordance with Section sev- 
enty-seven i11 an amount not exceeding thirty pcr cerittcrrt of the purchase 
price. 

"In the event there is an existing lien or encumbrance on the land 
in favol* 01' any Government institution a t  the time of acquisition by the 
Land Banlr, the bonds nnd,'or shares, in that order, shall be accepted as 
substitute collaterals to secure the indebtedness, existing charters of 
these instittttions to the contrary notwithstanding. 

"The profits accruing from payment shall be exempt from the tax 
on capital gains." 

SEC. 21. Section 85 of the same Code is hereby amended t o  lmeac1 
;is follows: 

''SEC. 85. 1 l . r ~  of Bods . - -The  bonds issued by the Land Sanlr 
mag be used by the holder thereof and shall be accepted in the ~inlount 
of their face value as any of the following: 

"(1) Payment for agricultural lands or other reill properties pur- 
chased from ihe Government; 

"(2)  Payment for the purchase of shares of stoclc of  :ill or sub- 
stantially all of the asvets of the following Government owned or con- 
trolled corpol.ations : The National Development Company ; Philippine 
National Bank; Philippine National Railways; Cebu Portland Cement 
Company; National Shipyards and Steel Corporations ; Manila Gas (:or- 
pol-ation; and the Manila Hotel Company. 

"Upon offer by the bondholder, the corporation owned or controlled 
by the Government shall, through its Board of Directors, negotiate with 
such bondholder with respect to the pricc and other t e r m  and corlditions 
of the sale. In cilse there are various bondholders lriLllring the offer, 
the one willing to purchase under terms and conditioils most favorable 
to the corporations shall be preferred. If no price is :tc.ceptuble to  the  
corporation, the same shall be determined by the Committee of Appraisers 
composed of three members, one to be appointed by the corporation, 
another by the bontlholder making the h i g h e ~ t  or only offer, and the 
third by the two members, so chosen. The expense of appraisal shall 
be borne equally by the corporation and the succeuuful purchaser. 

"Should the Government offer for sale to the public ariy 01. all of 
the shares of stock or the assets of any of the Gover~iment owned 01. con- 
tl-cllled corporation e~~urnerated herein, the bidder who offers t o  1)ay in 



bofids of the Land Bank shall be preferred provided that  the various 
bids be equal in every respect except in the medium of payment. 

"(3) Surety, bail bonds for the provivion~l release of accused per- 
sons or performance bonds in all cases where the government may re- 
quire or accept real property as bonds ; 

"(4) Payment for reparations goods, the provisions of Republic Act 
Nuabered Seventeen hundred and eight-nine, as amended, t o  the con- 
t rary  notwithstanding; 

"(5) Security for loans applied with the Phliippine National Bank, 
Development Bank of the Philippines, Government Service Insurance 
System, Social Security System, and other government financial institu- 
tion, existing charters of these institutions to the contrary notwith- 
standing ; and 

" ( 6 )  Legal reserves against deposit li~ibilitiea of banks, subject to 
the terms and conditions which the Central Bank of the Philippines may 
impose pursuant to the General Banking Act." 

SEC. 22. Section 101 of the same Code is hereby amended to read 
as follows : 

"SEC. 101. R e o r g n , ~ i z n t i o u  of ACA t o  alzgil its uctiz.ities.-The ad- 
ministrative machinery of the Agricultural Credit Administration, 
shall be reorganized to enable i t  to  align i ts  activities with the 
requirements and objectives of this Code: Pr.oz?ided, That the Board of 
Governors established by Republic Act Numbered Eight hundred and 
twenty-one, as amended, shall be composed of a chairman and four (4) 
members, three (3) of whom shall be the Undersecretary of Agrarian Re- 
form who shall be the Chairman ex -o f f i c io ,  the Administrator of the 
Agricultural Credit Administration who shall be the Vice-Chairman EX- 
officio and the Vice-President in charge of agricultural loans of the Phil- 
ippine National Bank, who shall be cx-officio member thereof. The two 
other members shall be appointed by the President of the Philippines 
with the consent of the C'ommission on Appointments for a term of three 
yearn, one of whom shall represent the  farmers-beneficiary of the  Agrar- 
ian Keform Program and shall be appointed upon recommendation of 
either or both the farmers and//or cooperatives movement, federation or 
league e x i ~ t i n g  nt the time such recommendation is submitted, and the 
other to represent the politicz~l party receiving the second highest number 
of votes in the immediately preceding presidential elections : Provided, 
l~olccvrr . ,  That the term of' the f ; ~ r m e r ~ '  repreventative shall ip8o facto ter- 
minate when such member cease to be in the farmers and 'or cooperatives 
movement, federation or league, and tha t  of the minority party a t  the  
pleasure of the nominating political party. 

"The Administrator shall be the Chief Executive of the Adminietra- 
tion and shall serve for a term of six years unless he resigns or is re- 
moved for cause. The compensation of the Administrator shall be fixed 



by the President but shall not be less than twenty-four thousand pesos per 
un?lzcm. The members of the Board shall receive per. d . k ~ ~ ! s  of not morc 
than f i f ty  pesos for each session of the Board that they attend: P r o ~ i d e d ,  
ir.u,we,cer, That the total per diema, including all gthel- remuneration?, 
shall not exceed six hundred pesos a month. 

"No per.ron shall be appointed afi Administrator uillesv hc i u  a natural- 
born citizen of the Philippines, with proven executive ability and ex- 
perience in the field of agricultural cooperutivev and 'or banking and fi- 
nance, aderluate background and experience in land reform here and, or 
elsewhere for at least five (5) years, and a t  least thirty-five years of 
age : Provided l~ozc.t'ucr, That he shall have, among other cyualifications, 
demonstrated intereat in, rind concern for, the needs and problems of the 
rural population and 'or peasantry and the soliltions thereto: Pt.ovided. 
(trrtl~cr, That no person who owns any farmholding shall be appointed 
as Administrator unless such farmholding is under the leasehold system 
or the system of agricultural land ownership-transfer direct to the tiller." 

S W .  23. Section8 105 and 106 of the same Code are  hereby amended 
to read as follows: 

"SEC. 105. Loa1ti2lg Activities.-Loaning activities 01 the Agricul- 
tural Credit Administration shall be direct to stimulate the development 
and operation of farmers' cooperatives. The term "Farmers Cooperatives" 
shall be taken to include all cooperatives relating to the  production and 
marketing of agricultural products and these formed to nlanage and/or 
own, on a cooperative baniu, 2~gricultural farmlands, services and facilities, 
such as  irrigation and transport systems, established to support produc- 
tion und,'or marketing of agricultural products. 

"Under such rules and regulations in accordance with generally ac- 
cepted banking practices and procedures as may be promulgated by the 
Agriculatural Credit Administration, Rural Banks, Cooperative Banks, 
and Development Banks may, in their respective localities, be designated 
to act as agents of the Agricultural Credit Administration in regard t o  its 
loaning activities." 

6 . -  SL(,. , *  106. Crpdit to  S~nal l  Fariilers n,td,or tillers of t l ~ e  1ar~cl.- 

Production loans and lotlns for the purchase of work animals, tillage 
equipment, seeds, fertilizers, poultry, liveutock, feed and other similar 
items, may be exteridecl to  ~n ia l l  farmers us defined in Republic Act Num- 
bered Eight hundred twenty-one andlor tillers of the land, based upon 
their paying capacity and such securities as they can provide, and under 
such terms tind conditions as the Agl-icultural Credit Administration may 
impose, provided the amount thereof does not exceed two thousand pesos, 
or such amount a,r may be fixed by the President at any given agricul- 
tural year: Provided, That his total outatunding obligntioils shall not 
xceed five thousand pesos, but in no case shall the amount of loan exceed 

eighty per cent tit,^ of the value of the collateral pledged. In instance 
where credit is extended for items which are not consumed in their w e ,  



such items may be pledged as security therefor. The Agricultural Credit 
Administration shall promulgate such rules and regulations as may be 
necessary in the extension of the loans herein authorized so as to ansure 
their repayment: Provided, That such rules and regulations shall follow 
and be in accordance with generally accepted financing practices and pro- 
cedures." 

SEC. 24. Section 108 of the flame Code is hereby amended to read 
as follows: 

"SEC. 108. Loa~ls  t o  Coope~ati,ues.-The Agricultural Credit Ad- 
ministration is hereby authorized to extend such types of loans as it may 
deem necessary for the effective implementation of this Code to eligible 
farmers' cooperatives as herein defined, under such terms and conditions 
aclr it inay impose and with such securities as i t  may require: P?:ovided, 
That the said Administration is hereby authorized to extend production 
loans to cooperatives a t  not more than eight per cent interest per calendar 
year and directly to the farmers a t  not more than twelve per cent per ca- 
lendar year : Provirled, f ? c ~ t i ~ c r ,  That cooperatives are hereby authorized 
to extend loans directly to their members at not more than twelve per 
cent per calendar year. A farmers' cooperative that  has been registered 
with the Agricnlturnl Credit Administration shall be eligible for loans 
if ,  in the judgment of the latter, its organization, management and busi- 
ness po.licies are of such character as will insure the d e t y  and effective 
use of such loans." 

SEC. 25. Section 110 of the same Code is hereby amended to read 
:Is t-0110~s : 

"SEC. 110. Total cllargr/es ~ I I ,  L80a,u~s.-The total charges including in- 
cluding interest, insurance fees and inspection, notarizatioli and other 
service charges on all kinds of loans shall not lx more than twelve per 
cc.nt~l~)l per calendar year: P,~-o,uided, That if an impairment of the capi- 
talization of the Agricultural Credit Administration is imminent by rea- 
son of the limitation of the interest herein provided, there is automa- 
ticslly appropriated out of the unappropriated funds in the National 
Treasury such amounts ns is necessary to cover the losses of the Agricul- 
tural Credit Administration, but not exceeding six million pesos for any 
one year." 

SEC. 26. Section 112 of the same Code is hereby amended to read 
as followa: 

"SEC. 112. R(!,qiatratio~~ of attd glciclal~,ce to Cooperntivex, Asaocia- 
i - ious a)lcl 0rgarrixatio~vru.-The Agricultural Credit Administration shall 
have the power to register, finance and supervise all agricultural eoopers- 
tives, including multi-purpose cooperatives, and farm associations or  or- 
ganizations; and provide credit guidance or assistance to all agricultural, 
irrigation, and other cooperative associations, multi-purpose cooperatives, 



farm organizationtr or fund corporations : F ~ . o v i d e d ,  That all cooperatives, 
asslociations or organizntionu registered under this Section shall have juri- 
dical personality." 

SEC. 27. Section 124 of the same Code i~ hereby amended to read as 
follcrwa : 

"SEC. 124. F ~ t t ~ c ' t i o ~  of Exfeu.qioll I.V(~)'li~l~.~.-I11 addition to their 
furictions under Republic Act Numbered six hundred eighty, it shall bc 
the duly of extension workers : 

" ( I )  To reside in the locality where they are assigned, to disseminate 
technical illformation to farm families, and to demon at^-ate improved farin 
anit home management practices and techniques ; 

" (2) To work with individual farmers in farm planning and budgct- 
fng, gllide them in the proper conduct of farm business and \\-orlc O L I ~  

schedules of re-payment of loans obtained by farmers; 

"(3)  To assist farmers in securing -the services or assistance of 
other agencies, or their personnel, having to do with relevant activities 
and problems of farmers ; 

" (4)  To visit newly-established independent farm operators either 
singly or collectively at  least once a month; 

" ( 5 )  To promote rind stimulate the growth and development; of the 
youth towards farm and home management practices and techniques, as 
well as the development of their skills for small-scale industriea and the 
like ; 

"(6) To encourage the formation and growth of private associations, 
study clubs, committees and other organized groups of farmers, familiar- 
ize them with modern methods of farming and interest them to actively 
participate, collr~borate or take the initiative in agricultural research, ex- 
perimentation and implementation of projects in cooperation with the 
Agricult~wnl Productivity Commission and other agencies; and 

" (7)  To promote, stimulate and assist in the organization of farmers' 
cooperatives, including multi-purpose cooperatives." 

SEC. 28. Sections One hundred twenty-six and One hundred twenty- 
seven of the same Code are hereby repealed. 

SEC. 29. A new section is hereby inserted after Sec. 128, to be de- 
signated herein as "Section 128-A," which shall read as follows: 

"SEC. 128-A. Pat.t,icipatio)l of Locul Go u e w ~  tne)r ts.-The Depart- 
ment of A ~ r a r i a n  Reform shall, in every way possible to insure t h e  suc- 
cessful implementation of the Agrarian Reform Proyl-am, involve local 
governments arid secure their participation in the various aspects of the 
program, such as the leasehold system, the acquisition and distribution of 



private and public ;igricultural lands, the development of cooperatives 
and small scale industries and the  like, and the other corollary operational 
activities that  should be carried out through barrio, municipal, provincial 
and city governments. 

"I11 pul-suing this approach, however, the Department shall formulate 
the policies and programs necessary in the implementation of this Code. 

"The Department shall also render technical assistance to local gov- 
crnrnents necewary to rar1.y out the objective of agrarian reforms." 

$EC. 30. Section 155 of the same Code is hereby amended to read 
n R   follow^ : 

"SE~.  155. Pozctr~~..~ of' t h c  Court; Rl t l~s  of Proredtrw.-The Courts 
nf Agrarian Relations shall have all the  powers and prerogatives inherent 
i n  or belonging to the C'ourt of First  Instance. 

"The Courts of Agrarian Relations shall be governed by the Rulea 
of Court: Y?'ovidc~cJ, That in the hearing, investigation and determination 
of any cluestion or  controversy pending before them, the Courts without 
impairing substantial rights, shall not be bound strictly by the technical 
rules of evidence and procedure, except in expropriation cases: Provided, 
f r f r t h ~ r ,  That in case the persona referred to  under Section one hundred 
sixty-three hereof, are not represented by a, lawyer of their own choice, 
the duly authorized leaders of duly registered farmera organizations may 
enter their appearances as counsel for their respective member and/or 
organization before the Court of Agrarian  relation^, if the Court i~ fully 
convinced that  the said leader could competently protect the interest of 
hi# client ~ u b j e c t  to the basic duties and obligations as officers of the 
(:ourt. 

"The Court of Agrarian Relations is hereby authorized to conduct 
compulsory arbitration between agricultural labor and agricultural man- 
agement, agricultural share tenants and agricultural landlord#, and agri- 
cultural lessees and agricultural lessors in conflicts arising out of, and in 
connection with, their agrarian relations upon certification by the Sec- 
retary of ,Justice. 

"The rights and duties of the parties to the proceedings, the functions 
and responsibilities of the Court, and the binding effect of awards, orders 
and processes of the Court shall be covered by Section six to twenty- 
four of Commonwealth Act Numbered One hundred three. 

"Where the litigant is an agricultural tenant, tiller or lessee, he shall 
be entitled to the rights of a pauper litigant under the rules of Court 
and the privileges of an indigent litigant under Republic Act Numbered 
Sixty hundred and thirty-five, without proof thereof." 

SFX. 31. Section 163 of the same Code, as amended by Republic Act 
No. 4886, is further amended to read as follows: 



"SE~'. l(i.3. J'lrt~vlio)cs o j  tlic O f f i c e  o j  t l ~ r '  A!jrariart Co~r~~.s~l . - I t  
shall be the responsibility of the Office of the  Agrariziri Counsel upon 
proper notification by the party concerned or by the aclsociation or or- 
ganization to which he belongs, to represei~t tenants, agricultural lessees, 
agricultural farm workers and agricultural owner-cultivators or the rnem- 
bera of their immediate farm household referred to in this Code who can- 
not engage the services of competent private counsel in cases before the 
Court of Agrariail Relations. This responsibility shall include representa- 
tion before courts, including appellate, in cases civil or criminal, insti- 
tuted by or against suid tenant, agricu1tur:iI lessees, farm workers or 
owners-culiivtltor or the members of their imn~ediate farm household, 
where the cases arise from or are connected with, or results or the cases 
arise from or fire connectetl with, or  results or effects of :in agriil-ia~l 
dispute. The decision of the Office of the Agrarian C:ounsel to provide 
legal assistance shall be final." 

SEC. 32. Section 164 of the same Code is hereby amended to read 
as follows : 

"SW. 164. Arctl~,rwit!! to Ad~r~,itr:i~i;er Oath atid A c l i ~ t o ~ u l e d ~ t ) ~ e i i t . -  
The Agrarian Counsel, the Deputy Agrarian Counsel and the Special At- 
torneys of the Office of the Agrarian Counsel are hereby authorized to  
administer oaths and ncknowledjgnent free of charge." 

SEC. 33. Section 167 of the same Code is hereby amended by adding 
after paragraph (6)  thereof, the following two paragraphs which shall 
read as  follows: 

" (6) Any collusior~ between an agricultural lessee and an agricultural 
lessor and between a vendor and a vendee on installment sales to simulate 
agricultural contracts, agricultural loans, or any application fo r  benefits 
uncier the Agrarian Reform Program shall be punishable by imprisonment 
of not more than five years and a fine not exceeding five thousand 
pesos. 

"The period for filing the corresponding criminal action for any crim- 
inal violation falling under the foregoing provisions of this section shall 
cease to run, whe~levei. a case is filed before the Court of Agrarian Rela- 
tions for thc determination of a prejudicial question in relation to the 
rriminal action, until said determination has become final." 

SEC. 34. To carry out the objectives of this Amendatory Act, 
and not withstand in^ iiny provisions of existing laws, rules and regula- 
tions, whether public or private, shall set aside at least twenty-five per 
cent of their loanable funds and make i t  available for agricultural cred- 
i t  to agriculti~ral lessees, ownera-cultivator, amortizing owliers, and co- 
operatives, includirlg multi-purpose cooperatives and farm associations 
and organizations owned and operated by those who live arid work on 
the land tin tillers tuid registered with the Agricultural Credit Admin- 
istration. 



SEC. 35. Xotwith~tanding ally provision o l  existing laws, rules and 
regulations to the contrary, the Department of Agrarian Reform is here- 
by authorized to segregate any area of three thousand hectares out of 
any of its reservations as demonstration farm or pilot project for the 
resettlement progrxni of the Department on the n~mhawe-type of com- 
munal agriculture. 

SEC. 36. The personnel of the agencies, offices and/or units 
abolished, merged, renamed and/or reorg*anized under this Amendatory 
Act shall have the same rights and privileges afforded to the  personnel 
of abolished or  reorganized agencies under the Agricultural Land Reform 
Code and in pursuance of Section One hundred sixty-nine thereof. 

To carry out the provisions of this Section, there is hereby appro- 
priated the sum of One million pesos out of the unappropriated funda 
in the National Treasury: Provided, That ten percent of this appropria- 
tion or so much thereof as niay be necessary is hereby set asde for the 
cxpenses of the organizing staff created under Section 15 hereof. 

SET. 37. Any reference to the Land Reform Project Administra- 
tion, the National Land Reform Council and the Land Authority in the 
Agricultural Reform Code or under any other existing laws shall be 
understood to refer to the Department of Agrarian Reform. 

SEC. 38. If, for any reason, any section or provisions of this 
Amendatory Act shall be held unconstitutional or invalid, no other sec- 
tion or provision of the same shall be affected thereby. 

All laws or parts of any law inconsistent with the  provisions of 
this Amendatory Act are hereby repealed and,:or modified accordingly. 

SEC. 30. This Act  shall take effect upon its approval. 

Approved, Septe,mber 30, 1971. 

[REPUBIJIC ACT NO. 63901 

AN ACT TO ACCELERATE THE IMPLEMENTATION O F  THE 
AGRARIAN REFORM PROGRAM BY CREATING AN AGRARIAN 
REFORM SPECIAL ACCOUNT I N  THE GENERAL FUND, PRO- 
VIDING THE NECESSARY FUNDS THEREFOR, AND FOR 
OTHER PURPOSES. 

Re it enactsd by  the Serlatc aijd H 8 o i [ ~ e  of R e p ~ e s ~ n t a t i v e s  of the Piril- 
ippin,rs i l l  C:n,?q?.ess n,userrz bled: 

SECTION 1. P71vpas~. -It is hereby declared to be the purpose of 
this Act to accelerate the  attainment of the  objectives set forth in Re- 
public Act Numbered Three thousand eight hundred and forty-four, 



otherwise known as the Agricultural Land Reform Code, as amended, 
by providing an  inlmediate source of funds to finance the Agrarian 
Reform Program of the government, transferring certain assets of the 
National Government to augment the  capital base of the Land Bank, 
involving the  active participation of rural banks in a program 
01' supervised credit by creating an Agricultural Guarantee Fund, provid- 
ing counterpart funds for existing and new rural banks and prescribing 
certain requirements and conditions to  stimulate the continuous estab- 
lishment of cooperatives among those who actually till and work upon 
the land. 

SEC. 2. Creatio~r of Agrarian R e f o ~ m  Special Accozint in the Gen- 
eral Fund. To carry out the purpose of this Act, there is hereby 
created in the General Fund an Agrarian Reform Special Account, here- 
inafter referred to as the Account, which shall be used exclusively to 
finance the Agrarian Reform Program of the government. 

SEC. 3. Financial source o f  the Account, -The Account shall be 
constituted out of a portion of the proceeds of the stabilization tax  col- 
lected under Republic Act Numbered Six thousand one hundred twenty- 
five, as amended in Section four of this Act. 

SEC. 4. Section four of Republic Act Numbered Sixty-one hundred 
and twenty-five is hereby amended t o  read as follows: 

"SEC. 4. The sum of fifty million peaos shall be taken annually 
of the proceeds of the levy under this Act which shall accrue t o  and 
f o r n ~  ptlrt of the Agrarian Reform Special Account in the General Fund: 
Prolvided, h,owever, That the balance of such proceeds shall be used as 
follows : 

"(a) Fifty p e r  ceittzlwl of the balance of the said collection shall be 
deposited with the Central Bank in a Special Account which shall be 
used exclusively for. ( I )  servicing domestic and foreign debts of the Na- 
tional Government, (2)  retiring the existing debts of the National Gov- 
ernment held by the Central Bank which includes treasury notes, govern- 
ment bills or certificates, securities and bonds, and (3) amortizing the 
existing budgetary deficit under general fund: Provided, however,  That 
no portion of this amount shall be applied to the payment of the subse- 
quent overdraft of the National Government; 

" ( b )  Twenty-five per c e ~ ~ t w m  of the same balance of the collection 
shall be deposited with the  Central Bank in a Special Account which 
shall provide for (1) the counterpart requirements of projects financed 
by the Asian Development Bank, the International Bank of Reconstruc- 
tion and Development and other United Nations agencies, and other pro- 
jects finariced by loans under bilateral agreements; and (2) the counter- 
part funds of the government in the setting up of rural banks and for 
expanding the capital base of established existing rural banks: P,rovided, 



That the amount of ten million pesos annually shall be set aside to aug- 
ment the government counterpart fund for the establishment of new rural 
banks and five million pesos to expand the capital base of established 
rural banks existing as of the date of effectivity of this Act: Provided, 
further That the Central Bank may, when necessary, authorize the estab- 
lishment of more than one rural bank in any municipality or city; and 

"(c) Twenty-four per ccmtum of the same balance of the collection 
shall be deposited with the Development Bank of the Philippines in a 
Special Account for the purpose of granting loans to export industries and 
agricultural development projects in the private sector, which are directly 
affected by the levy, including financing of industries adversely affected 
by Central Bank Circular 289 : Provided, however, That priority shall 
be given to loans for the  production and proceasing of indigenous raw 
materials for export: Provided, further, That not more than fifty pev 
centum of the proceeds accruing to  this Special Account may be utilized 
as advances for foreign loans directly incurred or guaranteed by the 
Development Bank of the Philippines in favor of borrowers paying the 
stabilization tax. The Development Bank of the Philippines shall sub- 
mit a quarterly report on the status and details of the loan stating among 
others the name and address of the borrower and the amount of the 
loan to the joint committee created under this Act and the  Committee on 
Banks of Both Houses of Congress upon request, the provisions of the 
(:barter of the Development Bank of the Philippines or any law t o  the 
contrary notwithstanding. 

" ( d )  One per eemtum of the same balance, but not to exceed three 
million pesos annually, shall accrue t o  the Board of Investments to be 
expended in accordance with Section eleven of Republic Act Numbered 
Sixty-one hundred and thirty-five: Provided, That thirty per centum 
of the amount shall accrue to and be remitted directly by the Central 
Bank to the Joint Congressional Special Account Committee created in 
Section nineteen hereof. The balance, if any, shall accrue to and form 
part  of the Special Account created under paragraph (c) hereof." 

SEC. 6.  Turnover of funds accruing to the Account; r e l m e  of allot- 
ments and o f  fund.?, ministerial. - The Central Bank of the Philippines 
shall turn over and deliver the amount accruing to  the  Account under 
Section four of this Act to  the Treasurer of the Philippines within ten 
clays of every succeeding month. It shall likewise turn  over the amount 
accruing to the Committee created in Section nineteen of this Act within 
the same period. 

The Treasurer of the Philippines shall credit the co~llections to the 
Account which shall not be debited except for withdrawals pursuant to 
appropriations made by law. 

It shall be the ministerial duty of the Budget Commissioner to re- 
lease simultaneously and proportionately the quarterly allotments from 
the appropriations of the agencies concerned a t  least ten days before 
each quarter as requested by their respective heads. It shall, likewise, 



be the ministerial duty of the National Treasurer to honor all treasury 
warants drawn by the said agencies against the said allotments provided 
that  the  Account has sufficient balance to cover the  same. 

SEC. 6. A p p r o p r i u l t i o ~ .  -The funds accruing to the Account for 
the fiscal year ending June 30, 1972, are hereby appropriated as follows: 

(a) For additional lending operations of the Agricul- 
......................................................... tural Credit Administration P20,000,000 

( b )  For capital contribution of the government to  the 
Land Hank .............................................................................................. 20,000,000 

(c)  For land development and resettlement, survey and 
subdivision and the  issuance of titles by agrarian 
reform agencies ......................................................................................... 10,000,000 

Total .......................................................................................... P50,000,000 

SEC. 7. Allocatdwn o f  proceeds.-The funds accruing annually to the 
Account after  June 30, 1972 ahall be allocated as  follows: 

(a) For additional contribution to  the Agricultural 
Guarantee Fund created under Section twelve 
hereof .................................................................... ............................................ P20,000,000 

( 6 )  For capital contribution of the government t o  the 
Land Bank ................................................................................................... 10,000,000 

( c )  For lending activities of the Agricultural Credit 
Administration ...................................................................................... 10,000,000 

(d) For land development and resettlement, survey 
and subdivision and the issuance of titles by 
agrarian reform agencies ............................................................ 10,000,000 

Total .............................................................................................. P50,000,000 

SEC. 8. Conditio?w for  experLditurev of funds of the Accou?at.-The 
amounts provided in Sections six and seven shall be in addition to  exist- 
ing appropriations in annual Appropriations Act and shall be included 
in the respective budgets of the agencies concerned. They shall be spent 
solely for agrarian reform. No portion of the proceeds accruing to the 
Account shall be spent for administrative expenses, including salaries and 
wages. 

The credit balance, if any, of the Account a t  the end of each fiscal 
year ahall be available for appropriation only for activities of any of the  
government agencies implementing the agrarian reform program. 

In  the expenditure of these funds, the agencies concerned shall be 
guided by the requirernenta and conditions set  forth in this Act. 

The agencies receiving these funds shall render a detailed separate 
accounting of amounts received and the dispositions thereof each fiscal 
year to the Joint Committee created under this Act within thirty days 
after the opening of each regular session o,f Congress. 

The Account or any part  thereof shall not be subject to any provision 
of any appropriation Act or any other law which grants the President 



of the Philippines authority to transfer funds from one branch, depart- 
ment, office or agency of the government to another, or from one item 
to another, or to suspend the appropriation of any item or utilize the sav- 
ings thereof to cover the deficits in or augment the appropriations of any 
other item. 

SEC. 9. Transfer of certain assets of the National Goverwnent.- 
The remaining undisposed properties listed in Schedule "A" of Republic 
Act Numbered Fifty-one hundred and sixty-nine are hereby transferred 
to the Land Bank which shall take steps to have them titled in the name 
of the Land Bank in accordance with existing laws. The provisions of 
Section four of Republic Act Numbered Fifty-one hundred and sixty- 
nina to the contrary notwithstanding, the assets so transferred shall be 
credited as payment of the government capital subscription to the Land 
Bank, based on the appraised market value of those properties determined 
in accordance with Section three of the same Act. 

The shares of stocks of the National Government in the Lepanto Con- 
solidated Mining Company, Inc., now being administered by the Board 
of Liquidators, are hereby transferred to the Agricultural Guarantee 
Fund created under Section twelve of this Act. 

SEC. 10. T ~ r n o v e r  of assets to  the Land Ba.)tk.--It shall be the 
ministerial duty of the Bureau of Lands, and the Bureau of Buildings and 
Real Property Management to turn over to the Land Bank within six 
months after the approval of this Act, the undisposed valuable properties 
of the National Government listed in Schedule "A" of Republic Act Num- 
bered Fifty-one hundred and sixty-nine. 

SEC. 11. Dkpositior~ of assets.-The Land Bank shall, under the 
rules and regulations i t  shall promulgate, transfer, lease or otherwise dis- 
pose of the transferred real properties. In order to achieve the maximum 
utilization of these assets in the accomplishment of its objectives, the Land 
Bank may classify, develop, and subdivide the transferred real properties, 
dispose of them for cash or Land Bank bonds, or enter into joint ventures: 
P~ovided, That priority shall be given to the Government Service Insur- 
ance System, the Social Security System, and any other financially capable 
government corporations in the disposition of these properties. Valuations 
of government lands under bidding shall be subject to General Auditing 
Office rules and regulations. Within thirty days from the date of the 
opening of the regular session of Congress, the Land Bank shall submit 
an annual report to all the Members of Congress, through the Presiding 
Officers of both Houses, on the disposition of the assets herein acquired. 
All records in connection with such disposition shall be open to acrutiny 
upon request of the Joint Committee, the provision of any law, executive 
order, rule or regulation to the contrary notwithstanding. 

SEC. 12. Creation of Agriczcltura.1 Guarantee Fund. - There is here- 
by created an Agricultural Guarantee Fund to be administered by the 
Agricultural Guarantee Fund Board established under Section thirteen 
of this Act. The Fund shall guarantee seventy per centum of the losses 



for production to be extended by the rural banks, with the remaining 
thirty per centum of such lasses to be absorbed by the rural banking sys- 
tem. All amounts appropriated for the Agricultural Guarantee Fund must 
be kept intact and invested in safe and high-yielding securities and only 
the earnings thereof shall be used to absorb the guaranteed seventy per 
centum of the losses: Provided, however, That investments of the funds 
shall be such that there shall be a well-balanced portfolio between govern- 
merit and private securities. The shares of stocks of the National Govern- 
ment in the Lepanto Consolidated Mining Company, Inc., transferred in 
Section nine hereof shall not be sold, and only the earnings hereof shall 
be used to absorb guaranteed losses. All expenses for the administration 
and operation of this Fund shall be for the account of the Central Bank. 

SEC. 13. Creatiou of Agricultural Guarantee Fund Board.-To ad- 
minister the Agricultural Guarantee Fund, the President is hereby au- 
thorized to create within sixty days after the approval of this Act, an 
Agricultural Guarantee Fund Board to be composed of five members, 
namely: the Secretary of Finance as ex-officio chairman, the Secretary 
of Agriculture and Natural Resources, the Secretary of Agrarian Reforms, 
the Governor of the Central Bank, and the President of the Rural Bankera' 
Association, as membera. In the event that the Chairman or any mem- 
ber of the Board cannot attend any meeting thereof, he shall designate 
the next ranking official of the office or agency concerned to represent 
him in the deliberations of the board. The President of the Rural Bankers' 
Association shall receive a per diem not exceeding fifty pesos for each day 
of meeting actually attended by him, but in no case shall his per diem 
exceed five hundred pesos a month. 

SEC:. 14.  Powers and duties of the Agricultural G?la~antee Fund 
Board.-The Agricultural Guarantee Fund Board shall lay down the po- 
licies governing the Agricultural Guarantee Fund and promulgate such 
rules and regulations as may be necessary to insure the effective and effi- 
cient implementation of such policies. The Board shall take steps to in- 
tegrate the existing Agricultural Guarantee Loan Fund and shall submit 
proposed legislation t o  this effect, if necessary. Within thirty days from 
the opening of every session of Congress, it shall submit to the Joint Corn- 
mittee created under this Act an annual report on the status of the Fund, 
showing among others, the total amount of the Fund, the details of in- 
vestment and returns on these investments, and amounts actually spent 
to pay off the guaranteed losses or uncollectible debts. 

SEC. 15. Requirements for rural bank loans.--In order to avail of 
the guarantee provided in this Act, rural banks shall extend loans under 
the following conditions : 

(a) Farmer must agree in writing that he will apply approved farm 
practices under a supervised credit program and abide by the approved 
farm plan and budget prepared by the farmer with the assistance of an 
agricultural extension worker ; 



( b )  The farm plan and budget shall be the basis of the loan which 
shall depend on the size of the farm and the crop planted or to be planted; 

(c) Farmer-borrower shall not be tilling more than six hectares; 

(d) Priority must be given to: (1)  cooperatives, (2) a farmer with 
a leasehold co'ntract, and (3) a farmer who is a member of a cooperative 
or a "selda" or group and who is a beneficiary of agrarian reform; 

(e) Loans shall be granted with any or a combination of the follow- 
ing collaterals, namely: (1) real estate property, if available; (2) chattel 
mortgage on standing crops and/or existing livestock or poultry; (3) 
stored crops in bonded warehouses; (4)  two co-makers acceptable to the 
bank: Provided, That in case a farmer is a member of a group or "selda", 
the cooperative or "selda" may act as a co-maker : Provided, further, That 
in the case of multi-purpose cooperatives no co-maker shall be required. 

SEC. 16. Privileges and limitations of Rural Banks.-No loan extend- 
ed under the preceding section shall be in excess of five thousand pesos at  
any one time and a t  interest not exceeding twelve percent per annumz, 
including service fees and other charges: Provided, That the maturity of 
the loan shall not be earlier than two months after harvest to provide suf- 
ficient time for marketing. 

If a rural bank does not avail of the guarantee provided for in this 
Act, it shall, nevertheless, extend loans under the same terms and condi- 
tions set forth in the next preceding section to the beneficiaries of agrar- 
ian reform, to extent of a t  least the government contribution to its 
capital stock. 

All existing agricultural loan papers of the rural banking system as 
of the date of effectivity of this Act and all those arising out of this 
program shall be discounted by the Central Bank a t  a preferential rate 
and at a percentage of the face value thereof to be determined by the 
Central Bank; Provided, however, That all the proceeds thereof shall be 
channelled only to the beneficiaries of agrarian reform. 

SEC. 17. Requiremmts for ACA bans.-The loans shall be extended 
by the Agricultural Credit Administration under the same terms and con- 
ditions set forth in Section fifteen of this Act: Provided, howevw, That 
priority shall be given to areas where there are no rural banks, or where 
the rural banks therein do not avail of the guarantee provided in this Act. 

SEC. 18. Temporar?~ utilization ,of the services of governmemt agri- 
cultural extension workers to implement the supervised credit program.- 
Such number of agricultural extension workers of the government, na- 
tional and, local, as may be necessary, shall immediately upon the effec- 
tivity of this Act but not longer than three years after such effectivity, 
and under rules and regulations to be promulgated by the Secretary of the 
Department of Agrarian Reforma in consultation with the head of the 
department or office of the National Government or the chief executive of 
the local government concerned, certify the necessary farm plans and 
budgets, supervise the application of the proceeds of the loans granted 



under this Act, and render such other service as may be required under 
thia Act to  enable the rural banking system and the Agricultural Credit 
Administration to implement effectively the supervised credit program 
provided herein. 

SEC. 19. Joint I:ongressional Special Account Committee.-There is 
hereby created a joint cungressional committee to be known as the  Joint 
Congressional Special Account Committee to be composed of the Chair- 
man, the next ranking member and ranking minority member of both the 
Senate and IIouse Committees on Ways and Means. I t  shall be the duty 
of the said committee to look into the status of the stabilization tax and its 
disposition, particularly the operations and effects of the Account, the 
utilization of the funds of the Account by the Land Bank, Agricultural 
Guarantee Fund Board and the other land reform agencies charged with 
the  implementation of this Act, and to report, from time to time in i t s  
discretion, to the  Senate and House of Representatives, through their re- 
spective Presiding Officers, its findings, together with such recomrnenda- 
lions on necessary remedial legislation aa i t  may deem advisable. 

The Joint Committee shall elect a Chairman and Vice-Chairman from 
among its members. It shall be assisted by a technical staff the  members 
of which may be named/appointed by the Chairman from the  personnel of 
the Ways and Means technical staffs of both Houses of Congress, and 
i t  lrlay avail by detail of the services of the personnel from other offices 
of the Government as he deems advisable. The provisions of existing 
laws to the contrary notwithstanding, and subject to the availability of 
funds, the Joint Committee may pay reasonable hmra~ iurn  to such em- 
ployees and officials as may be asked to work with the staff as well as 
commutable transportation and representation allowances to  i t s  members 
and i ts  staff and consultants. 

The Joint Committee may call upon any official or employee of Lhe 
difc'erent; government agencies involved in the inlplementation of this Act, 
to  render such reports, ~ r v i c e s  or  assistance and to  supply such studies, 
~tatist ics,  information, reports, and data as  may be necessary to enable 
said Committee to  perform i t  functions under this Act. Provisions of any 
law to the contrary notwithstanding, no such officer or  employee may 
refuse to divulge the information requested or required by the  Joint 
Committee. 

SEC. 20. Rules arm! ReguEatio~~s.-Within thirty days after the ap- 
proval of this Act, the Governor of the Central Bank, the Secretary of 
Financr, upon recommendation of the National Treasurer; the Secretary, 
r)e],ariment of Agrarian Reform, upon recommendation of the Agricul- 
tural Credit Administration and the Chairman of the Land Bank; and 
the Secretary of Agriculture and Natural Resources shall each promulgate 
such rules and regulations pertaining to their respective jurisdiction for 
the effective enforcement and implementation of the provisions of this 
Act and shall cause the same to  be published once within fifteen days 
from promulgation, in any newspaper of general circulation in the Phil- 



ippines and in the Official Gazette. Such rules and regulations shall 
take effect fifteen days after the publication in the Official Gazette. 

SEC. 21. Pen,al Provisions. -Any person who fails to pay or re- 
fuses to turn  over the collections of the taxes including surcharges and 
penalties, if any, and the proper t ia  and assets, mentioned in this Act 
within the period fixed in Sections four, nine and ten hereof, or who 
delays, obstructs, or prevents the same or who fails or refuses to  effect 
the release from the Account within the period fixed in Section five 
hereof, or who delays, obstruch, or prevents the same, or who orders, 
causes, or effects the transfer or diversion of the  collections or proceed8 
of this Account, or  any portion thereof, or otherwise unreasonably delays, 
prevents, or obstructs the implementation of the objectives of this Act, 
shall be punished with a fine not exceeding ten thousand pesos or im- 
prisonment not exceeding six years or both in the discretion of the Court. 

If the offender is a government official or employee, he shall, in 
addition, be dismissed from the service with prejudice to reinstatement 
and with disqualification for election or appointment to  any public office. 

Any official who orders, causes, or effects the transfer or diversion 
of this Account or any portion thereof, or otherwise ~nreaso~nably delays, 
prevents or obstructs the implementation of the objectives of this Act, 
nr who violates or neglects to comply with any circular, order or  process 
issued relative to the implementation of this Act, shall, likewise, be liable 
to the penalties hereinabove imposed. 

Any collusion in the extension of credit under this Act between the 
farmer-borrower on the one hand, and the rural bank 0.n the other, pre- 
judicial to the Agricultural Guarantee Fund, shall, after conviction, be 
punished by imprisonment of not less than ten years, and a fine of not 
less than ten thousand pesos : Provided, That in the case of a rural bank, 
the member of the Board of Directors or Trustees or executive officials 
thereof found responsible shall be held liable. 

A coll~sio~n exists whenever the farmer-borrower and the rural bank 
official or officials enter into an agreement for a fraudulent purpose or 
whenever said parties conspire secretly to defraud the government. 

SW. 22. Separabilitry Clause.-The provisions of this Act are  
hereby declared to be separable and, if any clause, sentence, provision or 
section of this Act or application thereof to any person or circumstance 
shonld for any reason be held invalid and unconstitutional, such invalidity 
or  unconstitutionality shall not affect other provisions or application of 
this Act which can be given force and effect without the invalid or un- 
constitutional provisions or application of this Act. 

SEC. 23. Repealing Clause.-All Acts, executive orders, rules and 
regulations, or parts thereof, which are  inconsistent with the provisions 
of this Act are hereby repealed, amended or modified accordingly. 

SEC. 24. Effectivity.-This Act shall take effect upon i ts  approval. 

Approved, September 10, 1971. 



CENTRAL BANK O F  THE PHILIPPINES 
FOREIGN EXCHANGE DEPARTMENT 

M a n i l a  

EXCHANGE: RATES O F  FOREIGN CURRENCIES 
As of November 15, 1971 

I. MEMBER-COUNTRIES OF THE INTERNATIONAL MONETARY 
(Cuwenoies with Par Vatwe) 

1. Auutralia Dollar $1.12000 P 4.36800 
2. Auatria ( I )  Schilling .04040 .I5756 
3. Barbados E. Caribbean 

Dollar .50000 1.95000 
4. Belgium Franc .02000 .07800 
5. Bobwana S. Afr. Rand 1.40000 5.46000 
6. Burma Kyat .21000 .81900 
7. Burundi Franc .01143 44458 
8. Canada Dollar .92500 3.60760 
9. Ceylon Rupee .I6800 .65620 

10. China NT Dollar .02500 ,09750 
11. Congo, Democratic 

Republic of Zaire 2.00000 7.80000 
12. Coeta Rica Colon ,16094 .58867 
13. Cyprus Pound 2.40000 9.36000 
14. Denmark Krone .I3333 .51999 
15. Dominican Republic Peso 1.00000 3.90000 
16. Ecuador Sucre .04000 ,15600 
17. E l  Salvador Colon .40000 1.56000 
18. Ethiopia Dollar .40000 1.SB000 
19. Finland Markka .23310 .02859 
20. France (11) Franc ,18004 .70216 
21. Gambia The Dalasi ,48000 1.87200 
22. Germany (111) Deutsche Mark .27322 1.06556 
23. Ghana New Cedi .98000 3.82200 
24. Greece Drachma ,03383 .I2999 
25. Guatemala Quetzal 1.00000 3.90000 
26. Guyana Dollar .50000 1.95000 
27. Haiti Gourde .20000 .78000 
28. Hondurlr~ Lempira .50000 1 .YSOOO 
29. Iceland Krona ,01136 ,04430 
30. India Rupee ,13333 ,51999 
31. Iran Rial .01320 ,05148 
32. Iraq Dinar 2.80000 10.92000 
33. Ireland Pound 2.40000 9.36000 
34. Iarael Pound ,23809 ,92855 
35. Italy Lira .00160 ,00624 
36. Jamaica Dollar 1.20000 4.68000 
37. Japan ( IV)  Yen .00278 .01084 
38. Jordan Dinar 2.80000 10.92000 
39. Kenya Shilling .I4000 ,54600 

.. .. -- -. . - 
1~~ui;. in Phil.  ore& 

FUND 

Country Unit of 
Currency 

Quiv. in US j currency at 
Currency , 0. R. 

currency 
Per US$ 



40. Kuwait 
41. Leaothe 
42. Liberia 
43. Libyan Arab Rep. 
44. Luxembourg 
45. Malawi 
46. Malaysia 
47. Malta 
48. Mexico 
49. Morocco 
50. Nepal 
51. Netherlands ( V )  
52. New Zealand 
53. Nicaragua 
54. Nigeria 
55. Norway 
56. Pakistan 
57. Panama 
L8. Philippines* 
59. Portugal 
60. Rwanda 
61. Saudi Arabia 
62. Sierra Leone 
63. Singapore 
64. Somalia 
65. South A f r ~ c a  
66. Spain 
67. Sudan 
68. Swaziland 
69. Sweden 
70. Tanzania 
71. Thailand 
72. Trinidad Bc Tobago 
73. Tunisia 
74. Turkey 
76. Uganda 
76. United Kingdom (x) 
77. United States 
78. Yugoslavia 
79. Zambia 

.. -. - , . 

Dinar 
S. Afr. Rand 
Dollar 
Dinar 
Franc 
Kwacha 
Dollar 
Pound 
Peeo 
Dirham 
Rupee 
Guilder 
Dollar 
Cordoba 
Pound 
Krone 
Rupee 
Balboa 
Peao 
Escudo 
Franc 
Riyal 
Leone 
Dollar 
Shilling 
Rand 
Peseta 
Pound 
S. Afr. Rand 
Krona 
Shilling 
Baht 
Dollar 
Dinar 
Lira 
Shilling 
Pound Sterling 
Dollar 
Dinar 
Kwacha 

Country 

11. MEMBER-COUNTRIES O F  THE INTERNATIONAL 
Currencies without P a r  Value 

As of October 1971 

1. Afghanistan 
2. Algeria 
3. Argentina 
4. Bolivia 
5. Brazil 
6. Cameroon 
7. Central African 

Republic 
8. Chad 

I - -  0. It. ..... . . . . . . .  - - - - . . . . .  ......... .- .... - Per US$ 
...... 

Unit of Erluiv. in US 
Currency Currency 

Afghani 
Dinar 
Peao 
Boliviano 
Cruzeiro 
CFA Franc 
CFA Franc 

CFA Franc 

Equiv. in Phil. 
Currency a t  

MONETARY FUND 

Foreign 
Currency 



- -- - - -- 

Country 1 u n i t  of Equiv. in US 
1 Currency Currency 

9. Chile (Trade Rate) 
10. Columbia 

Principal 
Selling Rate 

11. Congo, People's & 
Republic. of the 

12. Uahomey 
13. Egypt  
14. Gabon 
15. Indonesia 

Major Import Rate 
16. Ivory Coast 
17. Korea 
18. Lebanon 
19. Malagasy Rep. 
20. Mali 
21. Mauritania 
22. Niger 
23. P a r a ~ u a y  
24. Peru 
26. Senegal 
26. Syrian Arab Rep. 
27. Togo 
28. Upper Volta 
29. Uruguay 
30. Venezuela 

Selling Rate 
Other Export Rate 

31. Vietnam 
32. Yemen, People's 

Democratic Rep. of 

1 .- .. , ,,. -. , -, ---.A- -, - 
Escudo 
Peso 

CFA Franc 

CFA Franc 
Pound 
CFA Franc 
Rupiah 

CF-4 Franc 
Won 
Pound 
Malagasy Franc  
Mali Franc  
C F A  Franc 
CFA Franc  
Guarani 
Sol 
CFA Franc 
Pound 
CFA Franc 
CFA Franc  
Peso 
Bolivar 

Piastre 
Dinar 

111. NON-METROPOLITAN AREAS O F  MEMBER-COUNTRIES O F  THE 
INTERNATIONAL MONETARY FUND 

Currencies with Par Value 
As of November 15, 1971 

Francs : 
1. Fr. Guianrt ) 

Guadeloupc ) - Franc $ .I8004 P .70216 5.55419 
Martinique ) 

2. Coinoro Ialanda ) 
Reunion ) 
St. Pierre & ) - CFA Franc  .00360 .01404 277.71000 
Miquelon ) 

3. Fr. Polynesia ) 

New Caledonia ) CFP Franc  .00990 .03861 100.98500 
Wallis B ) 
Futuna Islands ) 

4. New Hebrides CFP Franc  .01114 .04345 39.16470 
5. Afars  & Isaas Djibouti Franc  .00466 .01817 214.39200 

Netherlan,ds 
6. Antillea & Surinam Guilder .53026 2.06801 1.88685 



. . -... -. .- -- .. . . . -. .- .. - 

Irwited Kivigdowr 
7. Rr. Honduras Dollar 
8. Antigua ) 

Dominica 1 
Montserrat ) Eas t  
St. Christopher ) - Caribbean 
Nevis-Anguilla ) Dollar 
St. Lucia ) 
St. Vincent ) 

9. Bahama Islands Dollar 
10. Bermuda Uollnr 
11. Falkland lvlands ) 

Gibraltar ) - Pound 
12. Rhodesia Pound 
13. Brunei Dollar 
14. Hongkong Dollar 
16. Dubai Riyal 
16. Seychelles Rupee 

- -  . . -, , .. . -" .,-m - -- - 

IV. NON-MEMBER COUNTRY O F  THE INTERNATIONAL MONETARY F U N D  
Currency without P a r  Value 

As of October 1971 

I 

Country i Unit of , Currency 

Switzerland (VI)  Franc  
Spot Rate $ .26069 P .97769 3.98900 
Forward Rate .25365 .98884 3.94400 

SOURCE O F  DATA: International Financial Statistics, December, 1971. 
* Free exchange market was reintroduced on Feb, 21, 1970 per CB Circular 289. 
( I) - Revalued effective May 9, 1971 
( 11) - Floating Bate effective August 23, 1971 
(111) - Floating Rate effective May 9, 1971 
(IV) - Floating Rate effective August 28, 1971 
( V) - Floating Rate effective Mag 9, 1971 
(VI) - New Par i ty  effective May 9, 1971 - 4.08415 Franca per US$1.00 
( I) - Decimalized effective February 16, 1971 

Equiv. in  Phil. 
Equiv. in US currency a t  

Currency I 0. R. 

Foreign 
currency 
Per  US8 



BANGKO SENTRAL NG PILIPINAS 
(Central Bank of the Philippines) 

Maynila, Pilipinas 

CIRCULAR NO. 318 

January 13, 1971. 

SUBJECT: Regulations on Credit Accwmnzdaticms of Bar1.k~' Directors, 
Of f icers  arzd Stockholders 

Pursuant to Monetary Board Resolution No. 23 dated January 12, 
1971, the following regulations shall govern direct and indirect accom- 
rnodationa of banks to their directors, officers and stockholders: 

I. GENERAL POLICY 

As a matter of policy, banks shall restrict the outstanding credit 
accommodations to their directora, officers or stockholders. Dealings 
of a bank with any of its directors, officers or stockholders should be 
on the regular course of business and upon terms not less favorable to 
the bank than those offered to others. 

11. DEFINlTION OF TERMS 

To implement the provisions of this circular, the following defini- 
tions shall apply: 

1. DIRECTORS shall include directors duly elected during the an- 
nual meeting of the bank's stockholders and also those elected to fill 
vacancies in the board of directars. 

2. OFFICERS shall be interpreted to  include the President, Vice 
President, General Manager, Secretary, and others mentioned as officers 
of the bank, or whose duties as such are  defined, in the by-laws, or are 
generally known to be the officera of the bank either thru announce- 
ment, representation, publication or any kind of communication made 
by the bank; including the manager or  person in charge of a branch or 
office other than the head office, with authority to approve loan applica- 
tions. 

3. STOCKHOLDERS shall include any stockholders of record in 
the books of the bank; transferee of shares of stock, although such 
transfer has not yet been entered or recorded in the bank's or transfer 
agent's books ; attorney-in-fact and/or executors, administrators or guar- 
dians of minors of incompetents and/or deceased stockholders; and any 
trustee designated by one or more stockholders pursuant to a voting 
trust agreement. 



4. CREDIT ACCOMMODATIONS shall include the following: 

(a) The grant of any loan, discount, credit or advance in any 
form, whatsoever, and shall include- 

(1) Any advance by means an incidental or temporary over- 
draft, cash item, vale, or otherwise; 

(2)  The establishment of a credit line (such as  a regular 
overdraft or L/C-truat receipt line, or discounting line) ; 

(3)  The opening of a letter of credit; 

(4)  The acquisition by discount, purchase, exchange or ather- 
wise of any note, draft, bill of exchange or other evidence 
of indebtedness upon which a director, officer or stock- 
holder may be liable as a maker, drawer, indorser, guar- 
antor or surety; 

(5) Any advance of unearned salary or other unearned com- 
pensation for periods in excess of 30 days; 

(6) Any other transactions as a result of which a director, 
officer or stockholder becomes obligated or may become 
obligated to the bank, directly or indirectly, by any means 
whatsover to pay money or its equivalent. 

(b) The increase of an existing indebtedness or credit line or 
letter of credit of the type referred to in (a)-(2) and (a)-(3) above. 

(c) The renewal or extension of the basic loan, advance, credit 
line or letter of credit. 

5. RELATED INTERESTS shall include the following: 

(a) Wife, husband or minor children under the parental author- 
ity of a director, officer or stockhold,er; 

(b) Partnership (or a partner for the account of the partner- 
ship) of which a director, officer or stockho,lder (or his wife/her 
husband) is a partner; 

(c) Co-owner with the director, officer or stockholder (or with 
his wife/her husband) o~f the property mortgaged, pledged or as- 
signed to secure the loans or credit accommodations ; and 

(d) Corporation, association or firm of which any or ol group 
of directors, officers, and/or stockholders (except stockholders fall- 
ing under 111-2 (a) of the lending bank holds/owns more than fifteen 
per cent (16%) of the equity of such corporation, association or 
f i rm;  provided, however, that  for purpones of this circular, the 
stockholdings of any relative within the first  degree of such director, 
officer or stockholder shall be deemed to be owned by auch director, 
officer or stockholder. 



111. CEILING 

1. The total outstnndivlg credit acco~rnmodations granted to a.11 bank's 
di?.ectors, off icers n ~ ~ d  stockholders ae parties thereto, either directly or 
indirect18 involved, for themselves or as representatives or agents of 
others, or acting in behalf or for the account or benefit of other parties 
as guarantors, co-makers, indorsers, sureties for credit accornmodationa 
from the bank (including the atstanding balmzces of the credit accom- 
modations of their related interesh) shall not exceed their total equity 
or paid-in capital contribution to the bank. 

2. The following credit accommodations shall be exempted from the 
ceiling provided herein : 

(a)  Loan account of a stockholder (who i u  not a director/officer 
of the lending bank) and whoae aggregate stockholdings in the bank 
does not exceed two (2%) per cent of the total subscribed capital 
stock of the bank; 

(b) Advances against accrued salary or other accrued compen- 
sation, or for the purpose of providing for the payment of au- 
thorized travel, legitimate expenses or other transactions entered 
or to be entered for the account of the bank; 

(c) Any credit accommodation (or portions thereof) covered 
by a hold-out on deposits or covered by cash marginal deposits or 
secured by evidences of indebtedness of the Republic of the Philip- 
pines and of the Central Bank, and any other evidences of indebted- 
ness or obligations the servicing and repayment of which are fully 
guaranteed by the Republic of the Philippines ; 

(d)  The opening of cash letters of credit; 

(e) The increase in the amount of outatanding credit accommo- 
dation as a result of the additional charges or advances made by 
the bank to protect its interests such as taxes, insurance, etc.; 
and 

(f) The acquisition by a bank of any check or other cash items 
deposited in or delivered to the bank in the usual course of business 
unless it results in the granting of overdraft, withdrawals or draw- 
ings against uncollected deposits or improper carrying of cash itema 
or checks to prevent overdraft. 

IV. COMPLIANCE 

1. Banks whose present level of aggregate outstanding credit ac- 
commodations to their directors, officers, and/or stockholders exceeds 
the maximum ceiling prescribed herein shall comply therewith within a 
period of eighteer~ ( 2 8 )  momths from the date of this circular. Towards 
this end, banks are enjoined to make arrangement with the parties in- 



volved, so that a definite plan of payment or reduction of their respective 
accounts can be made immediately to insure compliance with the provi- 
sions of this Circular. 

For the purpoae of this Circular, banks are required to institute 
appropriate measures, systems, procedures and recorda that will readily 
show all pertinent information, such as stockholdings, credit accommo- 
dat i~ns ,  related interests, business connections, etc. about their directors, 
officers and stockholders, so that the provisions of this Circular can be 
effectively implemented. 

2. The Superintendent of Banks may require the banks to furnish 
such data or information as may be necessary for purposes of impl* 
menting the provisions of this Circular. 

V. SANCTIONS 

Strict observance of the provisions of this Circular is enjoined and 
any person or entity who refusea to comply with or willfully violates 
the same sl~all be subject to any or all of the following sanctions as may 
be recommended by the Superintendent of Banks : 

1. Replacement or suspension of the directors and/or officers con- 
cerned ; 

2. Suspension of the granting of credit accommodations to any or 
all i ts  directors, officers and stockholders and/or their related 
interests ; 

3. Suspension of the rediscounting privilege with the Central Bank ; 

4. Suspension of the bank's authority to engage in foreign exchange 
transactions ; and/or 

5.  Other penal sanctions of Section 34 of Republic Act No. 266. 

This Circular shall take effect immediately. 

(SGD.) G. S. LICAROS 
Governor 

CIRCULAR NO. 318 (Revised) 

April 30, 1971 

SUBJECT : Regu1atio.n~ O Y L  Credi t  Accommodaticrr~s of  Bnn,ks' Directors, 
Officers and Stockholders 

Pursuant to Monetary Board Resolution No. 642 dated April 27, 1971, 
the following regulations shall govern credit accommodations to bank 
directors, officers and stockholders and their related interests. Thia 



circular supersedes the original Circular No. 318, dated November 13, 
1970. 

I. GENERAL POLICY 

As a matter of policy, banks shall restrict the outstanding credit 
accommodations to  their directors, officers or stockholders. Dealings 
of a bank with any of its directors, officers or stockholders should be 
in the regular course of business and upon terms not less favorable to 
the bank than those offered to others. 

II. DElFINITlON OF TERMS 

As used in this Circular: 

1. IIIRECTOKS shall include directors duly elected during the an- 
nual meeting of the bank's stockholders and also those elected to fill 
vacancies in the board of directors. 

2. OFFICERS shall include the  President, Vice President, General 
Manager, and such other officers of the bank involved in the  granting 
of loans and credits. 

3. STOCKHOLDERS shall include any stockholder of record in the 
books of the bank, attorney-in-fact acting for and in behalf of a stock- 
holder of record, and.'or executor, administrator or guardian of a minor, 
incompetent and,/'or deceased stockholder, and any trustee designated by 
one or  more stockholders pursuant to a voting trust  agreement, whose 
stock holding^ in the Bank, individually and/or together with his related 
interests as defined in 11-4-a, b and c, amount t o  two per cent (2% ) or 
more of the total subscribed capital stock of the bank. 

4. RELATED INTERESTS shall include the following: 

(a)  Wife, husband or minor children under the parental author- 
ity of a director, officer or stockholder; 

(b) Partnership (or a partner for the  account of the partner- 
ship) of which a director, officer or stockholder (or his wife/her 
huaband) is a general partner; 

(c) Co-owner with the director, officer or stockholder (or with 
his witelher husband) of the property or interest or right mort- 
gaged, pledged or asaigned to  secure the loans or credit accommoda- 
tions; except when the mortgage, pledge or assignment covers only 
said co-owner's undivided interest; and 

(d) Corporation, association or f irm of which any or  a group 
of directors, officers, stockholders of the  lending bank and/or their 



wife, husband or minor children holds/owns more than fifteen per 
cent (15'5) of the subscribed capital of such corporation, or of the  
equity of such association or firm. 

5.  CREDIT ACCOMMODATIONS shall include the following: 

( a )  The grant, renewal or extension of any loan, discount credit 
or advance in a,ny form whatsoever, and shall include - 

(1.) Any advance by means of an  incidental or temporary 
overdraft, cash item, vale, etc.; 

(2) The establishment of a credit line (such as  a regular 
draft  line, t rus t  receipt line, or discounting line) ; 

(3) The opening of a letter of credit for peso generation (ex- 
cept those permitted by Central Rank rules and regula- 
tions) ; 

(4)  The acquisition by discount, purchase, exchange or other- 
wise of any note, draft,  bill of exchange or other evidence 
of indebtedness upon which a director, officer or stock- 
holder may be liable as a maker, drawer, acceptor, in- 
dorser, guarantor or surety; 

(5) Any advance of unearned salary or other unearned com- 
pensation fomr periods in excess of thirty (30) days; and 

(6)  Any other transactions as a result of which a director, 
officer or stockholder becomes obligated or may become 
obligated to the  bank, directly or indirectly, by any 
means whatsoever to pay money or  its equivalent; and 

(b) The increase of an existing indebtedness or credit line or letter 
of c r d i t  of the  type referred to in (a)-(2) and (a)--,(3) above. 

111. CEILING 

1. The total outstanding credit accommodations granted to the  
bank's directors,  officer^, stockholders and/or their related interests, for 
themselves or as representatives or agents of others shall not exceed 
such bank's total capital accounts net of valuation reserves as recom- 
mended by the Superintendent of Banks. 

The ceiling for Philippine branches of foreign banks shall be - 
(a)  The total capital account, if any, representing funds defi- 

nitely assigned to the branches by the head office, and 

(b) The net amount due by such branches to the head office 
and branches outside of the Philippines. 



2. The following credit accommodations shall be exempted from the  
cciiing provided therein : 

(a )  Advances against accrued compensation, or for the purpose 
of providing payment of' authorized travel, legitimate expenses or 
other transactions entered or to  be entered for the account of the 
bank, or for utilization of maternity and other leave credits; 

(b) Any credit accommodation (or portions thereof) to the ex- 
tent covered by a hold-out on deposits or covered by cash marginal 
deposits or secured by evidences of indebtedness of the  Republic of 
the Philippines or of the  Central Bank or by other evidences of 
indebtedness or obligations the  servicing and repayment of which 
are fully guaranteed by the Republic of the Philippines or  by the  
Central Rank ; 

( c )  The iricrease in the amount of outstanding credit accommo- 
dation as a result of additional charges or advances made by the 
bank to protect its interest such as taxes, insurance, etc; 

(d) '1Xe acquisition by a bank of any check o r  cash item 
deposited in or delivered to  t h e  bank in the  usual course of busirless 
unless i t  r~wults in improper carrying of cash items or checks to prc- 
vent overdraft ; 

(e) Crop loans secured by real estate and/or chattel mortgage 
on the  crop, and/or assignment of the  crop; unmatured export bills; 
and packing credit advances and/or overdrafts granted under/againat 
letter o,f credit, ciuedans and/or storage declarations ; and 

( f )  IIousiny loans, car-financing loans and other specific pur- 
pose loans in the nature fringe benefits to officers. 

IV. COMPLIANCE 

1. Banks whose present level of aggregate outstanding credit ac- 
commodations to their directors, officers, stockholders and/or their re- 
lated interests exceed the maximum ceiling prescribed herein shall corn- 
ply therewith ruitl~iki a period of eighteen (18) months from the date of 
this Circular. 

IIowever, outstanding loans granted prior to  the effectivity of this 
Circular which will mature beyond the  eighteen (18)-month period shall 
not be inc!uded in the credit accommodatic~n subject to the ceiling, except 
such loans or pnrtioris thereof which become past due or are extended or 
renewed during the effectivity of this Circular. 

2. The Superintendent of Banks may require the banks t o  furnish 
such data or informrttiori as nlay be necessary for purposes of implement- 
ing thc provisions of this Circular. 



V. SANCTIONS 

The Superintendent of Banks may recommend to the Monetary Roa1.d 
Eor refusal to comply or willful violation of the provisions of this C:ir- 
cular any or a combination of the following: 

1. Disqualification of the officers or directors concerned from par- 
ticipation in the granting of loans or credits to officers, directors and 
stockholders of the bank, Provided, however, That the disqualification 
shall be lifted by the Superintendent of Banks when the grounds for the 
disqualification shall have ceased to exist ; 

2. Suspension by the bank of the granting of credit accommodations 
to any o'r all its directors, officers and stockholders and/or their related 
interests ; and 

3. Other administrative and/or penal sanctions including sanctions 
m d e r  Section 34 of Republic Act No. 265. 

VI. OTHER REGULATIONS 

This Circnlar is separate and distinct from Circular No. 183 (as  
amended by C:ircular Nos. 296 and 199) implementing Section 83 of the 
General Banking Act. The  provision^ of other regulations inconsistent 
hcrewith :ire hereby repealed. 

VII. EFFECTIVITY 

The pror is ion~ of this Circ,ular shall take effect immediately. 

(SGI)). G. S. LICAROS 
Governor 

CITZCUIJAR NO. 319 

Amendments of Paragraphs l ( a )  and 2(a) 
01 C::entral Bank Circular No. 287 

January 26, 1971 

Pursuant to Monetary B a r d  Resolution No. 91 dated January 26, 
1971, paragraphs 1 (a) and 2(a) of Central Bank Circular No. 287 dated 
January 28, 1970 are hereby amended to read as follows: 

XXX XXX XXX 

"1. Owners or operators of Philippine l a g  vessels or of vessels of 
foreign registry owned by residents shall: 



a. Rendt-:r a ~emestra l  report oi' their foreign exchange acyuisi- 
tions and dirrpositions in the  attached report form (FED 
No. 24) to the Central Bank of the Philippines within thirty 
(YO) days following the end of every calendar semester ;" 

XXX XXX XXX 

"2, Philippine resident agents handling vessels of foreign registry 
shall : 

a. Render rt quarterly report of their receipts ant1 disbursements 
for Philippine expenses of vessels of their foreign principals 
in the attached report form (FEU No. 25) to the Central 
Bank of the Philippines within fifteen (15) days following 
the end of every calendar quarter;" 

XXX XXX XXX 

Thi.9 circular shall take effect immediately. 

(SGI).) (;. S. TJICAROS 
Governor 

C:IRC:ULAK NO. 320 

February 9, 1971 

In implementation of Executive Order No, 286 of the President of 
the Philippines dated January 27, 1971, entitled "1)IREC:TING GOVERN- 
MENT AGENCIES CONCERNED TO EXPEDITE THE FULL IMPLE- 
MENTATlON O F  THE SI.MPLIFIED EXJ'ORT PROCEDUI.iE FOR BOI 
REGISTEREI)  ENTERPRISES UTJDER REPUBI,IC ACT NO. 6135, 
OR EXPORT INCENTIVES ACT," the Sollowing rules anti regulations 
covering export shipments by exporters I-egistered by BOI under the 
provisions of Republic Act No. 6135 of exportable products specified in 
the  Certificate of Registration issued by the I301 to the said registered 
exporters under the same Republic Act, arc hereby promulgated: 

SECTION I. (a) Authorized Agent Banks of the Central Bank may 
accept from exporters registered with the KO1 unuer Republic Act No. 
6135 Applications for Export Permit on CB:EL) &'orm 102R for the ex- 
portation of exportable products which are also registered by the I301 
and which are specified in the Certificate of Registration issued by the 
BOI to the registered exporter under the provisions of the same Republic 
Act. 



(b) BOI registered exporters under the provisions of Republic Act 
No. 6135 exporting pv-oducts registered with the I301 which are specified 
in the Certificate of Registration issued by the BOI to such registered 
exporter under the provisions of the same Republic Act a re  exempt from 
the requirement to submit Report of Foreign Sales on CB :ED Form 101 
which is required of other exporters. 

(c) Lists of BOI registered exporters under the provisions of Re- 
public Act No. ti135 and of the exportable products specified in the Cer- 
tificate of Registration issued by the BOI to the registered exporter 
under the same Republic Act will be furnished Authorized Agent Banks 
from time to  time. 

S E C ~ O N  2. The applications for Export Permit on CR:ET) Form 
No. 102R shall be accomplished in every particular in seven (7) legible 
copies and shall be signed by the authorized officer of the applicant 
BOI registered exporter. The application shall be accompanied by two (2) 
signed or certified true copies of the pertinent contract of sale of the 
goods to  be exported executed by and between the ROI registered ex- 
porter and the foreign buyer. In lieu of signed or certified true copies 
of the  contract of sale, copies in duplicate of the  relative purchase order 
or the  cable offer and confirmation exchanged between the  BOI regis- 
tered exporter and the  foreign buyer mag be submitted. 

SECTION 3. (a) The Authorized Agent Bank concerned may ap 
prove, on behalf of the Central Bank, applications for Export Permit on 
CE:ED Form No. 102R filed by BOI registered exporters under Republic 
Act No. 6135 covering the exportation of exportable products specifiecl 
in the Certificate of Regist~ation issued under the same Republic Act 
by the BOI to the BOI registered exporter applicant, provided the fol- 
lowing conditions are present : 

1. The Application for Export Permit on CB:ED Form No. 
102R is accomplished in every particular and in the  required num- 
ber of copies, and is accompanied by the  copies of the  relative con- 
tract of sale or purchase order or cable offer and confirmation. 

2. The prices, terms and conditions of sale declared in the 
Application for Export Permit are  the same as those provided in 
the pertinent contract of sale, purchase order or cable offer and con- 
firmation. 

3. The method of payment for the export shipment declared in 
the Application fou. Export Permit provides for the repatriation of 
the foreign exchange proceeds in foreign currency acceptable to 
farm part  of the international reserve within thirty (30) days from 
date of shipment and otherwise conforms to the requirementa of 
the Central Bank governing the payment methods and receipt of the 
foreign exchange proceeds from exports. 



(b) Each Application for Export Permit under CB:ED Form No. 
1028 approved by an Authorized Agent Bank shall cover only one export 
shipment and shall be numbered consecutively starting with Number 0001 
followed by letter "R" as No. 000lR for each Authorized Agent Bank. 
Such Export Permit shall have an  expiry date which shall not be beyond 
the shipment date provided in the letter of credit, if any, or fifteen (15) 
days from date of approval of the Export Permit, whichever is earlier. 
For good reaaons, the authorized agent bank concerned may, upon re- 
quest of the exporter, extend the expiry date of the Export Permit for 
not more than fifteen (15) days but not beyond the shipment date stipu- 
lated in the covering letter of credit. 

( c )  Applications for Export Permits on C:B:ED Form No. lO%R 
which may not be approved by the Authorized Agent B:tnlr under the 
foregoing authority shall be referred to the Export Department of the 
Central Bank for action. 

SECTION 4. Upon approval by an  Authorized Agent Rank of an 
Application for Export Permit on CB:ED Form 102R, the  original and 
a copy of the Flxport Permit shall be forwarded by Ihe Authorized 
Agent Rank concerned directly to the Export Coordinating Department 
of the Bureau of Customs. A copy thereof shall be given to the ex- 
porter, another copy to the shipping agent and a copy shall be retained 
by the Authorized Agent Bank for its file. The duplicate and triplicate 
copies of the approved Export Permit shall be forwarded to the Export 
Department of the  Central Bank a s  provided in paragraphs (b) and (c t )  
of Section 5 of this Circular.. 

SECTION 5. (a)  HOI registered exporters exporting exportable 
products under the provisions of this Circular shall negotiate for the 
value of their export shipments with the Authorized Agent Bank con- 
cerned within seven (7 )  days from the date of shipment. 

(b) The Authorized Agent Bank concerned shall submit to the 
Export Department of the Central Bank, not later than thc next business 
day after  date of negotiation, the  duplicate of the  pertinent Export Per- 
mit with a statement of the negotiation stamped at the back of such dupli- 
cate Export Permit and shall be signed by the  authorized officer of the  
agent bank concerned. The duplicate Export Permit shall be accom- 
panied by a copy of the  pertinent contract of sale or  of the purchase 
order or cable offer and confirmation, whichever was submitted by the 
BC3F registered exporter to the Authorized Agent Bank under the  provi- 
sions of Section 2 of this Circular, and by copies of the pertinent ship- 
ping documents. 

( c )  Not later than the next business day following the date of 
receipt of the foreign exchange proceeds of the shipment involved, the 
Authorized Agent Bank concerned shall submit to the Export Permit 
wlth an indorsement stamped on the reverse side oi' such triplicate that  
the foreign exchange proceeds in the amount and currency indicated 



have been received by the  authorized agent bank concerned. This indorse- 
ment shall be signed by an authorized officer of the said authorized 
agent bank. 

SECTION 6. All other rules and regulations of the Central Bank 
governing exports not inconsistent with the provisions of this Circular 
shall apply with equal force and effect to export shiprnenh of BOI regis- 
tered exporters under Republic Act No. 6135 of BO1 registered products 
specified in the Certificate of Registration issued by the BOI to the 
registered exporter under the provisions of the same Republic Act. 

SECTION 7. Any violation of the provisions of this Circular shall 
be subject to the penal sanctions provided in Section 34 of the Central 
Bank Act. 

SECTION 8. This Circular shall take effect on February 16, 1971. 

FOR THE MONETARY BOARD: 

(SGD.) G. S. LICAROS 
Governor 

CIRCULAR NO. 321 
(Amendment to Central Bank Circular No. 141) 

March 31, 1971 

Pursuant to  Res. No. 507 of the Monetary Board, adopted a t  its meet- 
ing held on March 30, 1971, paragraph 1 of Circular No. 141 dated April 
10, 1962 is hereby amended to 'include the Japanese yen in the list of 
currencies prescribed by the Central Bank to form part  of the Philippines' 
International Reserves and shall be accepted in the settlement of t h e  
country's international reserves accounts. 

Please be guided accordingly. 

FORTHEMONETARYBOARD: 

(SGI).) G. S. LICAROS 
Governor 

CIRCULAR NO. 322 

April 13, 1971 

Pursuant to Monetary Board Resolution No. 580, dated April 13, 1971, 
the following regulations covering vessels belonging to  citizens of the 
Philippines and to domesti~c companies, corporations or associations, as 



well as alien inilividuals residing in the Philippines, which are engaged 
in carrying of passengers and/or cargo in overseas commerce or arc 
otherwiae crnployed abroad, are hereby promulgated: 

1. No vessel registered in the Philippine registry may bc transferred 
ta foreign registry except as an  incident of the sale of such vessel to n 
non-reuident, whether individual or corporate in consideration of its full 
value in foreign exchange which shall have been rcmitted to the Philip- 
pines and surrendered to the  banking system. If such vessel which i a  
registered in the I'hilippines registry belongs to an alien resident, 
whether individual or corporate, the  transfer of such vesscl to for- 
eign r e g i ~ t r y  shall not be made except if upon application of the  
owner of such ves~el  flled with the Central Bank, it is shown that the 
vessel was acquircil without the use of foreign exchange or other 
resources from the l'hilippines. For the purpose of this regulation, the 
term "other resources" shall include property, real or personal, as well as 
tiny letter of credit, guaranty or undertaking issued by any resident of the 
Philippines, whether iridividual or corporate. 

2. No vessel purchasetl or acquired abroad by a citizen of the Phil- 
ippines or by a domestic company, corporation or association from and 
after the  date of' this Circular shall be registered in a foreign registry 
witllout the prior approval of the Central Eank. Such vr:ssel shall be 
registered in the Philippine registry within the periocl provitled by law f o ~  
such registration. 

3. Citizens of the Philippines and domestic companies, cc~rporations 
or associations, as well as alien individuals or  firms I-esiding or located in 
the  Philippines, who or which own o r  operate any vessel of foreign reg- 
istry shall, within sixty 160) days from the date of this Circular, submit 
to the Foreign Exchange 1)epartmcnt uS the Central Bank a report on 
such vessel which report shall include the following: 

a) Foreign courltry in which registered; 

b) Name of vessel; 

c) Material of hull; 

d)  Rig of vessel ; 

e)  Principal dimensions ; 

f )  Gross and net tonnages; 

g) Place and year when built; 

h )  Value in foreign exchange; 

i )  Narnels, citizenship and residence s of owner,/s ; 

j )  Date of acquisition by present  owner,'^; and 



k) The most recent insurance rating of the veasel, giving evidence 
of value thereof and other details. Thereafter, the insurance 
rating of the vessel shall be reported annually. 

The violation of any provision of this Circular shall subject the of- 
fender to the penal sanctions provided in Section 34 of Rep. Act No. 265, 
otherwise known as the Central Bank Act; Provided, Th,at if such vio- 
lation is committed by any company, corporation or association, the man- 
ager and/or the President of such company, corporation or association 
shall be held responsible for such violation. 

This Circular shall take effect immediately. 

FOR THE MONETARY BOARD: 

(SGD.) G. S. LICAROS 
Governor 

CIRCULAR NO. 323 

April 27, 1971 

Pursuant to Monetary Board Resolution No. 613 dated April 20, 1971 
the following regulations are hereby adopted for purposes of the require- 
ments of section 84 of Republic Act No. 337, which reads: 

"If losses have at any time been sustained by any banking 
institution equal to or exceeding the undivided profits on hand, 
no dividend shall be declared; and no dividend shall ever be 
declared by any such bank while i t  continues in banking opera- 
tions to an amount greater than its net profits then on hand, de- 
ducting therefrom its losses and bad debts. All debts due to any 
such bank on which interest is paat due and unpaid for a period 
of six months, unless the same are well secured and in process 
of collection, shall be considered bad debts within the meaning 
of this section," 

1. Any debt on which interest is past due and unpaid for a period 
of six months shal be considered as a bad debt, unless it is well secured 
an,d i n  process of colllectiool. Both qualification ( i . e . ,  wsll .secured a;nd in 
process of collection) must be present in order t a  take paper, which would 
otherwise be classed as bad debts, out of that category. 



2. A debt shall be considered "well secured" if i t  is fully covered 
by collateral in the form of mortgage or pledge or of a lien on real or 
personal properties including securities having a loan value sufficient to 
discharge the debt in full, including ac,cr.ucd lutcrcst and other rniscel- 
laneous fees and expenses. 

3. An account or a debt is "in process of collection" when the bank 
has taken direct steps by way of extrajuaicial demand for payment thru 
collection letters, or  endorsing i t  t.a its lawyers for drastic action (extra- 
judicial or judicial) ; provided that, if the debtor has not made a paynipat 
of a t  least 207; of the o~ltuhnding balance of the principal on his account 
within six months after date of the basic collection letter, the account 
or debt should be indorsed to the bank's lawyers for drastic action (cxtl-a- 
judicial or judicial) which action must be taken within six months there- 
after in order to qualify the  debt apl "in process of collection;" and, pro- 
vided further that, where judgment against the debtor had been obtained, 
the bank must be currently active in enforcing the judglxlent in order that  
a loan account may be eliminated from the "bad debt" classification. 

4. The followirig specific cases (among others) shall be considc~crl 
"b;td debts" : 

a )  Past  due clean loans and advances the interest of which 
is qnpajd for a period of six (6) months; 

b) Past due well-secured loans and advances, not in process 
of collection, interest of which is unpaid for ii pelqiod of six (6) 
months : 

c) Loans payable in installments where amortization (s)  is past 
due for a. period of six (6) months, unless the loan is well 
secured and in process of collection. 

5. The report on dividends declared (see attached DSE Forni No. 20, 
I teviud April, 1971) shall be submitted pursuant to "Instructions" 
printed on the reverse isde of said form under signature of all directors 
approving the dividend declaration, 

This Circular shall take effect immediately. 

Att.: As stated 



----- 
(Reporting Bank) 

1. Excerpt from Minutes No. - d u l y  adopted a t  the regular/special n i e e t i n ~  

of the Coard cd rlirectors of the -_ - -. -. - -. . held on 

- .. . -- -. , . . -- 

"Res. Nn. 

2. Summary: 

a. Date of declaration on dividends ... - 

h. Date of dividends a r e  payable 

c. Form of dividends (cash, stock, etc.) - 

d. Distribution of Dividends: 

Shares Nntitled to IJividendn 
-- - . -- - . 

Class 01 

ISescription No. Smount  
P 

1 lividends Declared 

Rate Amonut 
P 

3. We certify that  pursuant to C. B. Circular No. 145 dated May 25, 196'2 rtnd Me- 
morandum To All Banks-DSE dated O c t o b e ~  14, 1970 interests on loans and/or  
investments due hut not actually collected ( ~ x c c p t  i n t e r e ~ t  dutr on evid~nces of 
indrtbtedne~s of the Republic of the Philippines and of the Central nank,  and any 
other evidences of indebtedness o r  obligations the servicing and repayment of 
which are  fully guaranteed i)y the Republic of the Philippines) which amounted to a 
i.otal of F. . . . . . . . . . a s  of the dale of declaration o f  dividends, were not considered 
as profits fo r  purposes of dividend declaration. 

4. We further  certify that  "had debts" a s  defined under Section 84 of Republic Act 
No. 337 and Central Dank Circular No. 323 in the amount of F'. . . . . . . . . . (details 
at l.ach~tl) have been deducted from net profits. 

,- ... . - ,- -- - 

Signature Over Puintctrl Naine Signature Over Printed Name 
l h e c t o r  nirector 

Signature Ovrr Pril~tcti  Namc Yignaturc Ovcr Printed Name 
Uirector L)i r~ctrrv 

-- -- 

Signatul-e Over Printetl Name Signature Over Pr*iiitnd Name 
1)irector Iiirector. 



-. A---,.L. - -- -- .. 
Sigl~ntrnre Over l ' r ir~t  eti N:imc Sigriulurc 0 1 . c ~  Prlnt .~d NLIIIIC 

L)iret.to~. 1:)lrector 

-. , - ,", ,..,. - 
Sigrlatu1.e Over Printed Name 8ignntur.c Over I'rillt~d Name 

Lhrector Llirector 

. - -- -- 

Signature Over T'ril~tcd Namo Yig11atm.e Ovcr 'l1rinted Name 
Ilirector 1)ireclor 

Signature Over Printed Na111e 
Director 

(Name o f  Bank) 

BAD Z)EI:TS 

1 . 4 s  defiirerl under Section 84 of 12epublic Act No. i!37 a ~ l d  
Centl.al Cunh Circular No. 323, &Led April 2'7, 1971 

-2s of " . .  .. ) 

A mount 

P P.. -7 

.. 

No. of mont.11~ interest is past 

due and unpaid 

Certified Correct 

Name and signature of authorized o f f ~ c e ~  



2. Summary: 

..... ....-- .... 1). I)ale dividends are payable - -- , - 

c. Form of divirl~nds (cash, stock, rtc.) --- 

ti. Distrit)ution of Dividends : 

Shares Entitled to  nividends 

Class or 
l.)escription No. Amount Rate Amount 

F' B 

3. W r  certify that  pursuant to  C.&. Circular No. 145 dated May 25, 1962 and 
Memorandum To All Ranks-DSE dated October 14, 1970, interests on loans 
and/or  investmrrlts duc but riot actually collected (except interest due on 
evidences of indebtedness of the Repuhlic o.f the Philippines and of the Central 
Hank, and other evidmccb 01 indebtedness or ohligat~ons the servicing and re- 
paymerll ol' which are  lully guaranteed by the Republic of tho Philippines) 
which amountrd to  a tolal of I -  -- a s  of the date of declaration 
of dividmds, were not cnnsiclercd as prolits f o r  purposes of dividend declara- 
tion. 

4. We further  certify tha t  "bad debts" (details listpd in  accompanying schedule) 
a s  defined under Sectlon 84 of Republic Act No. 337 ant1 Central Bank Circular 
No. 323, a s  revised on October 29, 1971, havr beer1 deducted from the net  profits 
to arrive a t  "Net Amount of Total allowable Llividends" 

(see computation l)elou-) : 

i. GROSS AMOUNT O F  TOTAL 
A LLOWAR l .h: DIVID b:N 1)s 

Currer~t  lrlcomc Psxx 
Not Ir~come for  ],~evious 2 years sxx Pxxx 

Dad Ijebts (as listed in 
accompanying schedule) Pxss 
Less: lteserve for  Prohable 

T,oan Losses (Valuation 
Heserve) SXX 

?JUT AMOlJNl '  OF TOTAL ALT,OWAGId!; 
I.)lVIL)ENL)S* 

xxx 

XXX 



i t i .  I ) i !  ~ ( I v I I ( ~ s  I ) ( ' ~ l i l r ~ ( I  1)uring 

Thia declaration ~ X S  

l.'t~a~ io11s1y ~ 1 c c l ~ r ~ ~ 1  011 -. . .. --A 

i v , .  -1a1ount still Avnilahle for 
1~)ividends (Item ii less Item iii) 

XSS 
.. 

Signature Over Printed Namc 
Pwside~il 

-- 

Signature Ovcr Inrintc!d Name 
Corporate Secretary 

' S e e  Itcln 6 of Circular No. 323 

( ~ n m e  of Bank) 

( A s  d(?fi!~ed u~tder Seciion 81 of ltcpulrlic Act No. 237 and Ccnlral 
Cil-rulnr No. 323 dated April 27, 1971) 



Amount 

T o t a l  P - 

CERTIFIED CORREXT: 

No. of months i n l ~ r r s t  
is pant due and unpaid 

(Signature of Authorizetl Officer 
Over Printed Name) 

I N S T R U C T I O N S  

1. Attach to each copy of the Report the following: 

n)  Consolidated Statenlent of Condition (CHP-DSE 5 or 5-A) 8 s  of  date of 
dividend declaration ; 

h) Statenlent of Capital Required and Capital Accounts (CBP-DSE 'i or 7-A) as 
of date of dividend d~c la ra t ion ;  

C )  Consolidated Report of Earnings, Expenss, etr. (CBP-DSE 4 or 4-R) fo r  
the period - January  1 of the current year to  the l a ~ t  day o f  the month 
immediately precednia the date of dividmd declaration: 

d )  Consolidated Report of Earnings, Expenses, etc. (CBP-DSE 4 or 4-B) for  
the immediat~ly preceding two (2)  calendnr years. 

2. This report nlu.qt be acconlplished by domestic rommercial banks, savings and 
mortgage banks, devrlopnlent banks, cooperative hanks, the NACINA Rank, and 
building and loan associations. 

3. All copies of this report lllust be signed by the president and corporate secretary, 
and all copies o f  attachments muat he certified to by an authorizcd officer of  
the bank. 



,CIRCULAR NO. 324 

June 2, 1973 

S U B J E C T :  At,leridrrzer~t of C e ~ i t r a l  Barlli Circlllar No .  167 dnteil 
Mar+ch 2.4, 1964 

Pursuant to Monetriry Board Resolution No. 875 dated . T ~ / I I P  2,  I 9 i y l ,  
paragraph a)  of Circulni- No. 167 dated March 24, 1964 is hereby 
amended so that it shall read as follows: 

"a) I t  must riot be offered more than once every quarter;". 

This Circular shall take effect immediately. 

(SGD.) G. S. LICAROS 
Governor 

,CIRCULAR NO. 325 

June 8, 1971 

For the purpose of Section 30 of Republic Act No. 337, the  term 
"total asaets" iia used in said section shall exclude, in additien to t h e  
items enumerated in Circular No. 11 of February 23, 1949, the  following: 

a. Loans fully secured by hold-out on deposits; 

b. Bank premises, depreciated ; and 

c. Furniture and fixture, depreciated. 

(SGD.) G .  S. LICAROS 
Governor 

CIRCULAR NO. 326 

Ju ly  7, 1971 

For purposes of implementing Section 75 of Republic Act No. 337, 
ss arnendecl, which provides- 

"SEC, 75. Banks shall grant  loans only in the amount and 
for the periods of, time essential far the  effective completion 
of the operations to be financed." 



banks shall, in no case, require borrowers to leave behind or deposit 
back with them (lending banks) a portion of the loan proceeds, whether 
in the form of demand, savings or time deposit. Where subsequent to 
the release of the loan proceeds the borrower opens a deposit account 
with the bank, no part  of such deposit shall be covered by a stipulation 
prohibiting or limiting withdrawal while any portion of the loan is out- 
standing. 

Violation of this Circular shall subject the bank concerned to the 
penal sanctions of Section 34 of Republic Act No. 265 and Section 87 
of Republic Act No. 337, as amended. 

This Circular shill1 take effect immediately. 

(SGD.) G, S. LICAROS 
Governor 

CIRCULAR NO. 327 

July 13, 1971 

SUBJECT : '4 rrlrr/rlr,t or t  to C i rc t r l~ l~  No. 135 dated , I n ~ ~ ~ t a r y  21, 1!)62 
so nrr to  ullo?i~ Towiuts'  Slrnps to  q t~a l i f y  L ~ B  Awthorixed 
Foroci,qw Erclrnirn~ Dealcrs of tiro C'~rrt?.trl Ra~llr. of the  
PI) ilippirr r.9 

A8 an additional facility for the convenience of tourists in the 
Philippines, the Monetary Board, in its Revolution No. 1090 dated July 
13, 1971, promulg'nted the following  regulation^ under which tourists' 
shops so-designated and/or accredited as auch by the Board of Travel 
and T o u r i ~ t  l'ndustry may qualify as Authorized Foreign Exchange 
Dealers of the Central Rank. A written application may be filed with 
the Foreign Exchange Department of the Central Rank, aupported by, 
among other things, the following document8 : 

a )  Financial statement for the preceding yew 

b) Copy of Certificate of Registration with the Bureau of Commerce. 

c )  Incorpol-ation pepers duly authenticated by the Securities nntl 
Exchange Commis~ion 

d )  Conies of business license and permit 

e)  Photographs (front and side views) of the business establi~hment 

f )  Favorable endorsement of the Board of Travel and Touriat~ In- 
dustry 



Touristu' Shops authorized by the Central Bank of the Philippines 
as foreign exchange dealers shall huve the authority to:  

a) Accept as payment fur sales and/or puivchaae for pesos from non- 
resident ouvtonler~ and tourists, US dollars, pounds sterling, Ca- 
nadian dollars, Swiss francs, Deutschemarks, French francs, 
ltalian lira8, Netherlands guilders, and Japanese yen in the form 
of notes, coins, and traveller's checks a t  rates not lower than the  
prevailing minimum buying rate of an authorized agent bank dur- 
ing the day, leas H service charge of not more than l-l','; 

b) Use and issue Central Bank Official1 Receipts for the purchase of 
the above-mentioned currencies and, or sales of merchandise paid 
for in said currencies. In the cave of sales of merchandise paid 
for in foreign currencies, the receipt should so state and should 
also indicate the corresponding number and date of the BIR- 
stamped sales invoice. The CBP official receipts ahall be supplied 
by the Cmtral  Bank upon requisilion by the Touri~tu '  S h o p  con- 
cerned. 

Touriuts' Shops duly authorized as foreign exchange dealers of the 
Central Bank may avail themselves of the tax exemption privileges which 
the Bu1-eau of Internal Revenue may grant on ~ a l e a  paid for in foreign 
currencies by tourists and non-resident customers under Section 188 ( e )  , 
of the National Interrial Revenue Code, nu amended, provided, however, 
that the gift and ~ouveiiir items are sold by Tourists' Shops which are 
owned and operated by the manufactul*ers of the said articles being 901d. 

Tourists' Shop8 authorized as foreign exchange dealers are required 
fur this purpose to keep complete uccountillg records and render periodic 
reports of their foreign exchange transactio'ns to the Foreign Exchange 
Department of the Central Bank, and to convert into pes3.q through the 
authorized agent banks all their foreign exchunge acquisitions, subject to 
such rules & regulutions fin the Central Bank shall prescribe in the Certi- 
f icale of Authority. 

Any violation of the provisions of this Circular shall subject the 
offender. to  penal s ~ n c t i o n ~  under Section 34 of Republic Act No. 265, 
otherwise known as the Central Bank Act;  provided, that  if such violation 
is comnlitted by any company, corporation 01. association, the Manager 
;~nd or President of said company, corpolation or association shall be 
he141 responsible for such violation. 

This Circulal: shall take effect immediately, 

FOR THE MONETARY BOARD 

(SGD.) G. S. LICAROS 
Governor 



CIRCULAR NO. 328 
,,Amendment to Circular No. 157 

July 21, 1971 ! 

Pursuant to Monetary Board Resolution No. 1131 dated July 20, 
1.971, Paragraph (a) of Section 40 of Circular No. 157 dated September 
23, 1963, is hereby amended as follows: 

Section 40. Fees a.rlcl Otitev Clturgcs 

"(a) For each loan appbcation, a, savings and loan association 
IS AUTHORIZED TO charge_ the following: 

" (1) Handling and service fee in the minimum amount 
of FOUR PESOS (14.00) up to a maximum of FOUR- 
TENTHS ( 4  110) of one per cent ( I  $4 ) of the loan granted, 
in the case of stock :~ssociations, and a minimum of TWO 
PESOS (W.00) up to a maximum of FOUR,-TENTHS 
(4/10) of one per cent (1:;)) of the loan granted, but not 
to exceed FIFTEEN PESOS (P15.00), in the cave of non- 
stock associations ; and 

"(2) Legal and docume~itation fee of TEN PESOS 
(P10.00), exclusive of the actual cost of documentary 
stamps used." 

FOR THE MONETARY BOARD: 

(SGD.) G. S. LICAROS 
Governor 

.CIRCULAR NO. 329 

July 22, 1971 

Effective July 26, 1971 and until further notice, Circular No. 12 
dated February 24, 1949 is hereby amended a s  follows: 

For purposes of meeting. the  legal reserve requirement on deposit 
liabilities tha t  must normally -be deposited with the  Central Bank, Phil- 
ippine offices, branchev and agencies of con~mercial banks, rural bank& 
private development banks and savings and mortgage banks operating 
In the Philippines, 'with the  exception of those located within 50 kilo- 
meters of the  City'of Manila, may deposit cash with the local branches 



(not agencies) of the Philippine National Bank not located within a, 

radius of 50 kilometers of the City of Manila. 

Accordingly, such PNB branches are authorized to act as agent of 
the  Central Bank, receive c a h  from such other banks and hold the same 
in trust for the Central Bank under the terms and conditions stipulated 
in the letter agreement between the PNB and the Central Bank. 

In order to meet local needs for cash, funda thus deposited with 
authorized branches of the Philippine National Bank may be withdrawn 
by check or by other means anctioned by acceptable banking practice. 

(SGD.) G. S. LrCAROS 
Goverpor 

CIRCULAR NO. 330 

July 28, 1971 

Pursuant to Monetary Board Resolution No. 1194 dated July 27, 1971, 
all imports shall henceforth be covered by letters of credit, and im- 
portations by means of documents against acceptance (D, 'A)  and OpeF, 
account arrangements (O,.'A)-\shall be allowed only for t h ~  follcwlng: 

1. Importations by firms with hivtory of regular D/A and/or O:'A 
arrangements as of February 21, 1970; 

2. Importation previously allowed under abovesuid arrangements 
and which have already left their ports of origin us of the date 
of this Circular. 

Provisions of existing Central Bank regulations inconsistent with 
the foregoing are hereby repealed, particularly the minimuin 180-day 
period prescribed for D 'A and O,/A arrangements. Ilowcver, any such 
trnnsactio~ls with periods exceeding 360 days shall continue to be referred 
to the Central Bank for approval. 

This Circular shall take effect immediately. 

(SGD.) G. S. LICAROS 
Governor 



.CIRCULAR NO. 331 

July 30, 1971 

SUBJECT: Fltrther a t n e ~ ~ d ~ ~ e t c t  to Ci~cular No. 1J5 dated Janmv?j 
21, 1962, ns arne)~dtxl b.y Circ?tl(~r No.  327 dated Ju12/ 18, 
107'1, so ax to  allow Re~tcvlrrar~ts to  qrtulif'y as Aq~theriX~d 
F O Y P ~ ~ J I I  Exclmnge Dcale?.~ of Zl~e C~ntrc-cl Balrk of the 
Philippines. 

Pursuant to Monetary Baard Resolution No. 1163 dated July 27, 
1971, Circular No. 136 dated January 21, 1962, as amended by Circular 
No. 327 dated July 13, 1971, is hereby further amended so as  to  allow 
Restaurants among the establishmet~ts which may qualify as Authorized 
Foreign Exchange Dealers of the Central Bank. An application for the 
purpose may be filed by those concerned with the Foreign Exchange 
Department of this Rank, supported by similar documents required of 
Hotels, Travel Agencies and Tourist's Shops. 

Restaurants authorized as Foreign Exchange 1)eslers shall be gov- 
erned by the same rules and reguhtions of the Central Bank which are 
applicable to authorized Hotels. 

The Circular shall take effect immediately. 

FOR THE MONETARY BOARD: 

(SGD.) G. S, LICAROS 
Governor 

CIRCULAR NO. 332 

August 4, 1971 

Pursuant to Moneti~ry Board Resolution No. 1242, dated August 3, 
1971, all authorized agent blinks shall maintain, effective August 9, 1971 
a fif* per cent (Ib",,) regesve against all marginal deposits against 
letters of credit which thereafter shall bc incrcnskd 'to : 

Efft'active Dates 

207; ............................... ........................................ September 9, 1971 

.......................................................................... 26(';, October 8, 1971 

30:; ......................................................................... November 8, 1971 



This re,rerve requirement may be held in the for111 of deposit 
balances with the Central Bank, cash in banks' vault and or Central 
Bank Certificate of Indebtedness (CBCI) ,  a special issue of which 
shall be made for this purpose. 

The reserves against marginal deposit8 must be met first before 
any of the available reserves can be utilized in complying with other 
reserve requirements. 

Reports on the banks' compliance with this Circular shall be made 
in a form to be prescribed by the Department of Supervision and 
E:xamination. 

FOR THE MONETARY BOARD: 

(SGD.) G. 5. LICAROS 
Gover~lor 

CIRCULAR NO. 333 

August 31, 1971 

Pursu:ult to Monetary Board Resolution No. 1424 dated Ailgust 
31, 1971, paragraphs Kos. 2 and 3 of Section 31 of Central Bank Cir- 
cular XO. 157 is hereby amended so as to read as follotvs: 

"Whenever the reserve position of any Association, computed in 
the manner specified in the immediately preceding paragraph, is 
below the required minimum, the Associati011 shall pay the Central 
Bank one-tenth oS onc per cent (1 10 of 1';  ) per day on the amount 
of the deficiency: Provided, however, That Associnlions shall or- 
dinarily be permitted to offset any reserve deficiency ocurring on 
one or more days of the week with any excess reserves which they 
may hold on other days of the same week and shall be required to 
pay the penalty only on the average gaily deficien:.y during thc 
week: Provided, further, that an  A~sociatioii shall be permitted l o  
offset reserve deficiencies on Morlday next followilly the week in 
question, providetl that  the reserve deficiency arises out of tranu:~c- 
tions on the Saturday of said week. I n  caves of abuse, the Monetary 
Board may deny any Association the privilege of offsrtting resene 
deficiencies in the aforesaid manner. 

"Whenever an Association chronically has a reserve deficiency, 
the Monetary Board may limit or prohibit the making of new loans 
or investn~ents by the Association arid may require that  priri: or a11 



of the net profits of the Association be assigned to surplus. For 
purposes of this section, an  Association shall be considered chro- 
nically deficient in its reserves when i t  shall have incurred net re- 
serve deficiencies for four (4)  consecutive weeks." 

This Circular shall take effect immediately. 

(SGD.) G. S. LICAROS 
Governor 

J CIRCULAR NO. 334 

October 7, 1971 

Pursuant to Monetary Board Resolution No. 1679, dated October 
5, 1971, the following Supplemental Rules and Regulations Governing 
Rural Banks in Granting Loans to Beneficiaries of Agrarian Reform are 
hereby adopted for the effective implementation of R.A. 6890, otherwise 
known as I ' A ~  Act to Accelerate the Implementation of the Agrarian 
%form ~r0"krarn by Creating an Agrarian Reform Special Account in 
the General Fund, Providing the Necessary Funds Therefor and for 
Other Purposes." 

SECTION 1. Pr.elirr~i,ia)*!j Statelrleltt - Rural Ranks in declared land 
reform areas shall be required to actively participate in the Agrarian 
Program of the Government by granting loans under supervised 
credit to beneficiaries of agrarian reform, pursuant to  Republic Act 
No. 6390, "An Act to Accelerate the Implementation of the Agrarian 
Reform Program by Creating. an Agrarian Reform Special Account 
in the General Fund, Providing for the Necessary Funds Therefor, 
and For Other Purposes." For this purpose, the Aglmicultural Gua- 
rantee Fund was created and counterpart funds will be made avail- 
able to new and existing rural banks. It shall also be policy to  
stimultlte the contixiuous establishment of cooperatives among those 
who actively till and work upon the land under certain requirements 
and conditions. 

SECTION 2. Tlte A.q1*,ic~1~ltrrraL Gziar.au~tee Fltnd - The Agricultural Guar- 
antee Fund shall guarantee seventy per centum of the losses for pro- 
duction Ioans to be extended by the rural banks, with the remaining 
thirty per centum of such losses to be absorbed by the Rural Banking 
System. 

SECTION 3. Rf~qtrivctr~otts for G~ca?*a~itee Coverage-Rural Banks which 
avail of the guarantee shall grant loans accordillg to the following 
terms and conditions : 

a) Supervised Credit - Loans for production purpoeea shall be 
granted under Supervised Credit wherein a farmer-borrower 



must agree in writing that  he will apply approved farm practices 
and abide by the approved farm plan and budget jointly pre- 
pared by the supervised credit technician and the borrower. 

b) Size of Loan - The amount or size of the loan shall depenti 
on the credit requiremenb of the crop or project to be financed 
but in no case shall i t  exceed Five Thousand Pesos per borrower. 

C )  Release - Release of the loan shall be made from time to time in 
accordance with the schedule based on the farm plan and budget. 

d) Loan Priority - Priority must be given to (1) cooperatives, 
(2)  a farmer with a leasehold contract, and ( : 3 )  ;I farmer who 
is a member of a cooperative or a "selda" or group and who is 
a beneficiary of agrarian reform, provided, however, that  the 
farmer-borrower shall not be tilling more than six hectares. 

e)  Interest and other Chargea - Loans shall be granted with inter- 
est not exceeding twelve per cent (12:; ) per annum, including 
service fees and other charges. 

f )  Maturity - Maturity of loans shall nat be earlier than two (2)  
months after harvest to  provide sufficient time for marketing. 

g )  Security - Loans granted shall be secured by any or a combina- 
tion of the following: a )  real estate property, if available; b) 
chattel mortgage on standing crops and,/or existing livestock or 
poultry ; c) stored crops in bonded warehouses; d) two co-makers 
acceptable to the bank: Provided, That in cave ;t farmer is a 
member of a group or "selda", the cooperative 01- "selda" may 
act as a. co-maker; and provided, further, that  in case of multi- 
purpose cooperatives, no co-maker shall be required. 

SECTION 4. Rrlral Baldis t ~ o t  Auuiliuy of Gna~.atfitec - Any rural bank 
which does not avail of the guarantee shall neverthele~s grant loans 
to beneficiaries of agrarian reform subject to the same terms arid 
conditions set forth in Section 3, to the extent of a t  leust the govern- 
ment contr ibut io~~ to it,q capital stock. 

SECTION 5. Rediscolrrltit/g - All existing agricultural loan papers of 
rural banks as of the effectivity of K.A. 6390 and all ioans granted 
under Section 3 :ind 4 of these 1-uleu and regulations ilre rediscount- 
able with the Central Bank subject to the covering rediscounting 
guidelines for rural banks pl-ovideci that the proceeds thereof shill1 
bc channeled only to the beneficiaries of agrarian relorm. 

SECTION ti. S~tbniitrxio-ti o f  Repo?.ts - Rural Banks shall submit to the 
Central Bank x monthly list of loans granted to beneficiaries of agra- 
rian reform. 

SECTION 7. Pe1~a.1 P~ovkio?te 

1) Rural banks in declared land reform areas which rcfuse to g ~ a n t  
loans to beneficiaries of agrarian reform, either under guarantee 



or to the extent of a t  least the government capital contribution 
shall be denied the privilege of further financial assistance or 
allowed to participate in any special financing program and en- 
gage in additional rural banking functions. 

2) A punishment by imprisonment of not less than ten yeara, and a 
fine of not less ,than ten thousand peaos shall be imposed on a 
farmer-borrowel- and n rural bank which conspire and agree to 
use the loan granted under these regulations for a, fraudulent 
purpose prejudicial to the Agricultural Guarantee Fund, provided, 
however, that in the case of a rural bank, the membera of the 
Board of Directors or Trustees or executive officials or employees 
thereof found responsible shall be held liable. 

This Circular shall take effect immediately. 

(SGD.) AMADO R. BRINAS 
Deputy Governor 

" MEMORANIIUM CIRCULAR TO ALL RURAL BANKS 

April 13, 1971 'r *I 

SUBJECT: Ar)lerrclirr~, fttrther Me,,iot.attd~cm Circ~rEar To All Rtbrnl 
Bcrurkx, dafed Ma!! 7, 19G!?, as ur,lcrtded, sprcificall!t 
S~ctiorts G, 8. !) atrcl 1 $ theveof. 

Pursuant to Monetary Board Resolution No. 604 dated April 13, 1971, 
Memorandum Circular To All Rural Banks, dated May 7, 1969 concern- 
ing Guidelines on Rural Ranks' Rediscounting, as amended, is hereby 
further amended specifictally Sections 6, 8, 9 and 14 thereof, to read as 
follows : 

"SECTION 6- Rediscolrrlt Rates 

The Oentral Rank shall charge rediscount or interest rates 
on rediscounting or advance as follows : 

(a)  [For  rural banks in operation for not more than 
two (2) years - two per cent (25; ) per annum.1 
PAPERS COVERING LOANS UNDER A SU- 
PERVISED CREIIIT SYSTEM, INCLUDING 
THE PRODUCTION OF ESSENTIAL FOO1) 
ITEMS, EXPORT ORIENTED INDUSTRIES 
AS WELL AS COTTAGE INDUSTRIES, AND 
EXPORTABLE MANUFACTURED PRODUCTS 
WHERE NO IMPORTED MATERIALS ARE 
USED IN THETR COMPONENTS - 3'; PER 
ANNUM. 



(b)  1-For rural banks in operation o r  more than two 
(2) years -- three per cent (35; ) per annum.] 
OTHER ELIGIBLE PAPERS - 6';G PER AN- 
NUM. 

[ (c) Rural Banks established in a city or municipality 
where a rural bank is already in existence shall 
be charged the same rediscount or interest rate ap- 
plicable to  the exivting rural bank.] 

[For purposes of rediscount or interest rates n rural bunk shnll be 
considered to  have sti~rte~l opel-ation on the drite of the issuance of its 
Certificate of Authority ( M B  Reg. No. 598, dated April 22, 1966).] 

SECTION 8 - Credit  Lim'it 

The total obligiition of a rural bunk with the Celltrill Bank arising 
from rediscounting authorized herein shall not exceed one. hundred per 
cent (loo'';,) of i ts  Net Worth, plus fifty per cent (507:)) of i ts  monthly 
average savings deposit liabilities for the four (4)  months' period irn- 
mediately preceding its date of loan application, or one hundred fifty per 
cent (150:; ) of its net worth, OR FOR A RURAL BANK OPEKATING 
UNIIER THE SUPERVISEI) CREDIT PROGRAM, TWO I1UNL)ItET) 
PER CENT (200'; ) OF ITS NET WORTH, whichever is higher. 

SECTION 9 - Papem h'ot Acceptable f o r  Redisco~ortit~g 

X X X X  

(b) Promissoy note/s drawn by a borrower with a loan 
or loans aggregating over 110,000.00 [P6,000.00] 
if the total loans of over P30,000.00 [P5,000.00] 
extended by the rural bank during the  past four 
(4) months ending at  the end of the month in~me- 
diately preceding the date the rediscount or loall np- 
plication i~ filed exceed forty per cent (40;o)  of 
the total loans granted during the same period. 
(DLC Circular 80. 11 dated January 20, 1966.) 

x x x x  

SEC'TION 14 - Prorrdro-es ill Obtairtittg a/ id  Rrpnlli~tg a Rodisco~rnt or 
Lotllr iuitlt the Cet~tral Baitli 

A. Paper Needed 

X X X X  

( 6 )  Rediscount Schedule - For rural banks depositing 
with the Central Bank, original and three (3) copies. 
For rural banks depositing collaterals with DESIG- 



NATEI) IIEPOSITARY COMMERCIAL BANKS, 
[Philippine National Bank, Branch or Agency], ori- 
ginal and two (2) copies. This rediscount schedule 
should contain the acknowledgment and certification 
of the DESIGNATED DEPOSITARY COMMER- 
CIAL RANK [PNB] duly signed by ITS [the PNB] 
representative. A pro-forma certification for this 
matter is embodied in Section 4 of Memorandum 
Circulal- to Rural Banks No. DLC-2. 

I3. Prepul.atio?~ o f  tire Rediscowllt Seh,edzile 

X X X X  

(b)  If rediscount notes are deposited with the DESIG- 
NATED DEPOSITARY COMMERCIAL BANK 
[PNB] : 

First  three copies - To Central Bank 

Fourth copy - to DESIGNATED DEPOSITARY 
COMMERCIAL BANK [PNB] 

Fifth copy - For rural bank file 

X X X X  

11. Deposit of Collateral$ 

All rural banks applying for loans with the Central Bank 
shall endorse to  the Central bank and deposit immediately to the 
Central Bank or DESIGNATED DEPOSITARY COMMERCIAL 
BANK [Philippine National Bank, Branch or Agency] all promis- 
sory notes (Original) and supporting documents to be used as 
collateral for the loan applied for. The DESIGNATED DEPOSm- 
ARY COMMERCIAL BANK [Philippine National Bank] repre- 
sentative shall acknowledge such depo~i t  in accordance with 
Section 4 of Memorandum Circular To Rural Banks No. DLC-2 
dated January 15, 1963. 

X X X X  

IV. Re1ea.w of Loans 

X X X X  

E. 2Mann.e~ of Release - All loan releases are  made EITHER in 
checks which are  either mailed or handed personally to its 
duly authorized representative OR BY CREDIT ADVICE IN 
ACCORDANCE WITH MEMORANDUM CIRCULAR TO 
ALL COMMERCIAL AND RURAL BANKS DATED MARCH 
1, 1971. 

X X X X  



1'1. IZrpcr!jt)lclrt.s of Loa/rs w i t h  tile C o ~ t r n l  Bar~li aird 1Zcletrsrc.s of 
Pro),r i,usory Aro tes Z:scd as Collate ynl and Uepo~i tcr l  wi th  the 
Cer~tral Barlk or the DESIGNATED DEPOSITARY COMMER- 
CIAL BANK [the Philippirle National Bank] 

C. In remitting payments to the Central Bank, the rural bank 
should enclose with such remittance a duly accomplished 
DLC Form No. 5 wherein the application of such payments 
is indicated and the promissory notes to be released are 
listed. DLC Form No. 6 should be accomplish in quad- 
ruplicate and distributed as follows : 

(1) Original and olle copy - Central Bank 

(2) Third copy - DESIGNATED DEPOSITARY 
COMMERCIAL BANK [PNB] 
(If rural bank deposits i ts  col- 
lateral with C 3 ,  this copy 
should also be sent to CB) 

(3) Fourth copy -Rural Bank 

I). Remittance to the Central Bank covering payment of loans 
should [either] be in cash [or], bank drafts [preferably PNR 
drafts]  OR BY AUTHORITY TO DEBIT THE CURRENT 
ACCOUNT O F  THE RURAL BANK'S DESIGNATED DE- 
I'OSITARY COMMERCIAL BANK. [Commission charge 
for PNB drafts covering payment of loan8 with the Central 
Rank is 1 32 of 1 $L with a minimum of P1.00.1 

B. EFFECTIVITY - 

The rural bank shall be allowed a tra~isition period of not more than 
one (1) year from the date supervised credit technicians shall have 
been made available to it, to shift to the supervised credit system. During 
that  period, it shall be allowed to enjoy the preferential rediscounting 
rate of 3:;. provided that  the rural bank shall commit in writing that  the 
proceeds of rediscounting shall be used for supervised credit. However, 
aft.er the transition period, only papers covering loan8 granted under su- 
pervised credit shall be charged the preferential rate of 3f;." 

This Mernorandunl Circular shall take effect on May 1, 1971. 

FOR THE MONETARY BOARD: 

(SGD.) G. 3. LICAROS 
Governor 



CIRCULAR LETTER 

August 5, 1971 

To : All Authol-ized Agent Banks : 

Further to our Memorandum to Authoriezd Agent Banks dated 
,July 28, 1971 on importations of machinery and equipm'ent, the following 
amendments fire hereby made : 

1. Nos. 1 and h f  the first paragraph  hall read as follows: 

"1. Agricultural machinery and implements falling under Sec- 
tion 7 of the Central Bank Statistical Cla~sification of com- 
modities ; an(\ 

"2. Machinery and plant equipment for the exclusive and direct 
end-use of BOI-registered firm#." 

2. The second paragraph to read as follows: 

"Importntions of spare parts and non-agricultural machinery 
in excess of $60,000.00 need not be referred to the Central Bank 
and authorized agent banks may :illow opening of letters of credit 
for ~ u c h  items upon presentation by the importer of a certifica- 
tion from the Board of Inve~tments that  the spare parts are not 
components for a ~ ~ e m b l y  into fioished machinery and equip- 
ment; and in the case of machinery and equipment to be im- 
ported, that the industry concerned is not overcrowded." 

(SGD.) G. S. LICAROS 
Governor 

CIRCULAR LETTER 

Atlgust 17, 1971 

With reference to Circular No'. 330 dated July 28, 1971-requiring all 
imports to be covered by letters of credit and allowing only certain 
importations by means of document npainst acceptance (D/A)  and open 
account arrangements (O/A),  t h e  same is hereby amended to read a s  
follows : 

"Pursuant to  Monetary Board Resolution No. 1194 dated 
July 27, 3971, all imports shall henceforth be covered by letters 
of credit, and importiltions by means of documents against ac- 



ceptance (D/A) and open account arrangements (O/A) shall be 
allowed only for the following: 

1. Importations made by firms with any history of im- 
porting under D/A and/or O/A arrangements prior to 
February 21, 1970 when Circular No. 289 took effect; 
and 

2.  importation^ previously allowed under above-said ar- 
rangemenb which have left their ports of origin on July 
28, 1971, or which upon presentation of adequate proof 
a re  shown t o  have been contracted for as of July 28, 1971 
and/or those otherwise established to have existed arr sub- 
sisteng importations under D/A and/or O/A arrange- 
ments as of July 28, 1971. 

"Provisions of existing Central Bank regulations inconsistent with the  
foregoing are  hereby repealed, particularly the minimum 180-day period 
prescribed for D/A and O/A arrangements. However, any such transac- 
tions with periods exceding 360 days shall continue to be referred to the 
Central Bank for approval. 

"Transactions under the above-said arrangements shall continue to 
be coursed through authorized agent banks, which shall register all such 
imports and render weekly reports of such transactions to the Central 
Bank, through the Office of the Governor. 

"It is u n d e r s t d ,  however, that  importations valued at  less than 
US$100.00 are exempted from the letter of credit requirement, subject to 
2xisting Central Bank regulations governing such importations. 

"This Circular shall take effect immediately." 

(SGD.) G. S. LICAROS 
Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS I$,( 

January 5, 1971 

Pursuant to Monetary Board Resolution No. 2009 dated December 
16, 1970, Paragraph E (I) of MEMOR4+NDUM TO AUTHORIZED 
AGENT BANKS dated February 21, 1970 (Regulations Governing the 
Sale of Foreign Exchange for Certain Current Invisible Payments) is 
hereby amended as follows : 



"E. Royalties, Films and Other Rentals 

1. Remittance of royalties or rentals on patents, trademarks and 
copyrights may be allowed up to  50 per cent of the  royalties 
or rentals incurred during the year for which the remittance 
is being made, provided, that  no royalty remittances should 
exceed 5 per cent of the wholesale price of the commodity 
which is manufactured locally under a royalty contract." 

This memorandum shall take effect immediately. 

(sGn.1 G .  S. LICAROS 
Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS b7p 
January 10, 1971 

All Authorized Agent Banks are  hereby informed that, in its Reso- 
lution No. 2111 dated December 29, 1970, the Monetary Board decided, 
among other things, that exports of embroidery products which are made 
of materials consigned torlocal embroidery companies under Republic Act 
No. 3137 shall not be subject to the stabilization tax imposed under Re- 
public Act No. 6125. ' 

All Authorized Agent Banks shall be guided accordingly. 

(SGD.) AMADO R. BRIRAS 
1)eputy Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 
!, g 

January 10, 1971 ) \  

Authorized Agent Banks are hereby advised of the f~~l lowing deci- 
sions of the  Monetary Board in relation to "red clause" drawings made 
prior to  February 21, 1970 for expoktations negotiated after May 1, 1970: 

(1) In  it^ Resolution No. 1614 dated September 22, 1970, 
I t he  Monetary Board decided that  in the cases of "red clause" 
"advances obtained by exporters prior to February 21, 1970, 
no liquidation adjustments shall be made for such "red 
clause" advances upon presentation of the relative ahippipg 
documents for negotiation purposes after May 1, 1970. 



(2) In its Resolution No. 2061 dated December 22, 1970, the 
Monetary Board decided in relation to exports negotiated 
after May 1, 1970, for which "red clause" advances were 
obtained prior to February 21, 1970, that the stabilization 
tax imposed under Republic Act No. 6125 should be applied 
only to that portion of export receipts liquidated a t  the 
floating rate, and those portions of export values corres- 
ponding to "red clause" drawings prior to February 21,1970, 
which were, in effect, liquidated not at the floating rate 
but at B.90 to $1.00 shall not be subject to the said stabiliza- 
tion tax. 

All Authorized Agent Banks shall be guided accordingly. 

(SGD.) AMADO R. BRIRAS 
Deputy Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

January 11, 1971 4,Y 
For purposes of relieving authorized agent banks of the possibility 

of making errors or omissions in the issuance of release certificates as 
well as in the collection of taxes and duties on shipments imported by 
clients of the Development Bank of the Philippines under its guarantee, 
and in order to  expedite the release of said shipments from CustomsL 
custody, the Development Bank of the Philippines is hereby authorized 
to issue its own release certificates to cover its clienh' importations ef- 
fected under the terms and conditions of the Bank's Guarantee such as 
those imported under the U.S. Commodity Credit Corporation Export 
Sales Program, Public Law 480, and contract with the Canadian Wheat 
Board, which importations are not covered by letters of credit, as well 
as to collect the corresponding taxes and duties that may be due thereon 
for remittance directly to the Central Bank, subject to the provisions 
of Circular 217 dated February 8, 1966. 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

January 20, 1972 4c \, 
Effective immediately, all authorized agent banks are hereby re- 

quired to refer to the External Debt Management Office of the Central 
Bank for prior approval any amendment to Letters of Credit or other 
covering documenta for import agreements or contracts involving changes 
in the currency in which goods imported from abroad are to  be paid. 

Please be guided accordingly. 

(SGD.) G. S. LICAROS 
Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 
January 28, 1971 i t \  

1 

Effective immediately and upon the request of the, Bankers Asso- 
ciation of the Philippines, it is hereby advised that CB Official Receipt 
Forma No. BC-2, BIR-2 and Stabilization Tax-1 covering collectiona of 
customs dutiea, taxes and other levies, internal revenue taxes and sta- 
bilization tax, respectively, may be signed by either one or two authorized 
official/s of the bank, depending upon the system of internal control 
followed by the bank concerned. 

Please be guided accordingly. 

(SGD.) AMADO R. BRIRAS 
Deputy Governor " .  

MEMORANDUM TO AUTHORIZED AGENT BANKS 
February 3, 1971 $/I!'! 

Effective immediately, prior Central Bank approval shall not be re- ', 

quired for importations of machinery and equipment under either L/C, 
D/A,  DIP or open account arrangement payable within 360 days by firma 
du ly  cwtified w expo~t-or iented by  the Central Bank; provided that: 

- l 

a. The machineries and equipment are for  the exclusive use of the 
export-oriented firm ; and 

b. The firm's application to open letters of credit and/or avail 
of foreign exchange re,wurces is not required to be referred to 5 

the Central Rank under existing Memoranda to Authorized 
Agent Banks. 



However, importations of said machineries and equipment under 
deferred payment terms with maturity periods longer than 360 days 
will continue to be subject to prior Central Bank approval pur~luant to 
the provir~ions of Republic Act No. 6142. 

For purposes of reporting, subject importations should be shown 
sepaxbately under Schedule 2 of CB-FED Form No. 1 (Revised January 
6, 1971). 

This amends Memorandum to Authorized Agent Banks dated Nov- 
ember 13, 1970. 

(SGD.) G. S. LICAROS 
Governor 

f 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

February 15, 1971 I 

Effective February 15, 1971, agent banks .shall report via CB-FED 
Form No. 1 a summary of all th*ir foreign exchange credit line8 and 
direct borrowings abroad. 

These credit lines shall include: 

1. Bankers acceptance financing 

3. Overdrafts and advances 

4. Mail credit facility and other loan arrangements 

In page 2 of the above form, t h i ~  summary will be presented as No. 2 
under Column D "Additional Inforpation," :tnd shall be indicated as fol- 
lows : 

"2. Direct Foreign Bmowings 

Amount o f  existing credit lines 
extended by correspondent banks ................................... $ 

Less : Amount utilized ........................................................... 
Unutilized balance outstanding as 

................ .............................. of clove of business today .....-. $ 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

February 19, 1971 %,( ,,? 

Authorized Agent Banks in Manila may issue release certificates 
covering goods intended for release in Davao or Cebu even before the 
payment -of the corresponding cuatoms duties, taxes and other levies ' 
provided that aaid release certificates are properly stamped "Customs 
Duties, Taxes and Other LRvies not yet paid." 

(SGD,) AMADO R. BRIRAS 
Deputy Govern'or 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

February 23, 1971 $ jq 

1. Pursuant to Monetary Board Resolution No. 244 dated February 
23, 1971, effective imrnediatelyithe sale of forward exchange by the 
Central Bank of agent banks. $overing swaps of foreign currency for 
import and export transactions, ;as well as deposits under Circular 304, 
dated July 21, 1970, shall carry 'the following forward premia on a per 
annum basis above the spot buying rate of the Central Bank: 

90 days - 310% 
180 days - 3/4% 
360 days - 1 70 

over 1 year - I 7L 

These premium rates may be revised by the Central Bank at any time. 
Extension or renewal of contracts may be permitted whenever warranted 
by circumstances, subject to the payment of additional prernia on the 
same basis as indicated above. 

2. Forward exchange in cover of swap transactions under Memoran- 
dum to Authorized Agent Banks dated May 8, 1970 (swap of spot cover 
for forward exchange sold) shall, until further notice, be sold by the 
Central Bank to agent banks at the same level of the current guiding rate. 

3. Under the above swap arrangements, the Central Bank will buy 
spot exchange (US$100,000.00 minimum TT) a t  the current interbank 
guiding rate posted for the day a t  the Foreign Exchange Trading Center 
of the Bankers Association of the Philippines and will resell such exchange 
forward to the agent banks a t  fixed terms of not less than 90 days. 



4. Swaps of other authorized foreign currencies shall be effected on 
the &me basis at the US. dollar. 

5. With the exception of the  swap arrangement covered by Para- 
graph 2 of this Memorandum, the  Central Bank reaerves the  right to  re- 
view each swap application for other above-mentioned categories of swap 
on a case-to-case basis. 

(SGD.) G. S .  LICAROS 
Governor 

MEMORANDUM TO ALL BANKS 'L' 

March 2, 1971 

Pursuant to Monetary Board Revolution No. 203 dated February 
16, 1971, all banks are required t o  report notes, bills and other commer- 
ciai paper issued by private concerns acquired by them either directly 
from t h e  issuing company or from other holders by subsequent dis- 
counting of the instrument,-as part  of the loan portfolio. 

(SGD.) G. S. LICAROS 
Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

March 9, 1971 A 

Further to Memorandum to Authorized Agent Banks dated Novem- 
ber 13, 1970, requiring prior Central Bank approval for imports of ma- 
chinery and equipment by any single importer within a period of thirty 
(30) days, ' the values of which would add up to more $50,000, importa- 
tion of spare and replacement parts ahall be excluded from the coverage 
of said MAAK, provided the importing firm shall submit to the agent/ 
commercial bank concerned, duly notarized certification to the effect that  
the parts shall not be used for assembly of machinery and equipment. 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

March 15, 1971 
S 

Effective immediately,, local publishers which have reprinting con- 
tracts with foreign p u b l i a k ~ s  are hereby authorized to remit royalties 
on reprints of textbooks and reference books based on royalty rates un- 
der contracta, existing as o'f February 21, 1970 on retail sales during the 
year 1970. 1 

(SGD.) G. S. LICAROS 
Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

March 16, 1971 ;,gj,# 

Yureusnt to Monetary Board Resolution No. 388 dated March 16, 
1971, ,local publishers which have reprinting. contracts with foreign pub- 
lisher; are authorized to remit royalties on reprints of textbooks ap- 
proved and certified by the Department of Education, and of highly 
technical and scientific books currently or which may hereafter be 
classified as such in the Central Bank Statistical Classification of Com- 
modities, provided that the remittance shall not exceed SOY) of the ro- 
yaltiea incurred during the year for which the remittance is being made, 
and provided further, that no royalty remittance shall exceed 15% of the 
wholesale price of such classified books reprinted locally under said re- 
printing contracts. 

Copiee of the reprinting contracts relative to the books mentioned 
above executed on or after January 1, 1971, and copies of reprinting 
contracts executed prior to January 1, 3971 which were subsequently 
amended in 1971, shall be forwarded to the Foreign Exchange Depart- 
ment of the Central Bank for verification in the light of existing regula- 
tions on royalty remittances. 

This Memorandum shall take effect immediately and shall be made 
to apply to royalties incurred from January 1, 1971. 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED SECURITY DEALERS 

March 16, 1971 / 

SUBJECT :  transaction^ abroad i r ~  Philippine Securities 

Pursuant to the provisions of Monetary Board Resolution No. 424 
dated March 16, 1971, the following regulations governing transactions 
abroad in Philippine securities are  hereby promulgated : 

.I. Authorized security dealers are  authorized to issue, for and 011 

behalf of the Central Bank, licenses authorizing the sale and export l;o 
nonresidents abroad of Philippine securities belonging to residents, which 
securities are listed and traded in the Manila and Makati Stock Ex- 
changes, and the reinvestment abroad of the proceeds of such sale in 
Philippine securities belonging to nonresidents, as well a8 the import into 
the Philippines of such Philippine securities, subject to the following 
conditions : 

a. The  ale and export abroad to nonresidents of the Philippine 
securities and the purchase abroad of the Philippine securities 
from nonresidents for account of the Philippine resident con- 
cerned shall be effected only through the authorized security 
dealer licensing the transaction and the latter's correspondent 
broker abroad. 

b. The proceeds of the sale abroad of the Philippine securities 
shall be reinvested for account of the resident owner of such 
securitiea in Philippine securities belonging to nonresident 
which are listed and traded in stock exchanges in the United 
 state^ or in Philippine securities purchased from nonresidents 
in over the counter transactions in the United States, pro- 
vided such Philippines securitiea purchased in over the counter 
transactions are listed and traded in the Manila and Makati 
Stock Exchanges, Pending the reinvestment of the proceeds 
of sale of the Philippine securities, which shall not be later 
than fifteen (15) days from the date of the sale, such pro- 
ceeds shall be held by the correspondent broker abroad of 
the autharized security dealer licensing the transactions, for 
the account of the said authorized security dealer, and shall 
not otherwise be disposed of. 

c. The sale abroad of the Philippines securities for  the account 
of the resident owner shall be for not less than the fair  mar- 
ket value of such securities on date of sale, and the purchase 
abroad of the Philippine securities from nonresidents shall be 
for not more than the fair  market value of the Philippine 
securities on the date of purchase. 



d. The proceeds of sale abroad of Philippine securities belonging 
to  residents or so much of such proceeds which are not rein- 
vested abroad in Philippine securities bebonging to non- 
residents within the period of fifteen (16) days mentioned in 
(b)  above, shall be remitted in foreign exchange to the au- 
thorized security dealer concerned who shall sell the  foreign - 
exchange to an authorized agent of the Central Bank within 
the period provided by existing regulations and pay/credit 
the peso proceeds to the resident owner of the Philippine se- 
curities sold abroad. 

e. The Philippine securities purchased from nonresidents for 
account of residents in accordance with the foregoing shall 
be repatriated to the Philippines as soon as possible but not 
later than forty-five (45) days from the date of purchase and 
shall be transferred in the local registry in the name of the 
resident concerned. 

7 

f. Authorized security dealers shall submit to the Foreign Ex- 
change Department of the Central Bank quarterly reports of 
transactions in Philippine securities licensed and effected by 
them under the provisions of this memorandum in such form 
and detail as shall be prescribed by the said Department. 

2. The provisions of existing circulars, memoranda, rules and reg- 
ulations of the Central Bank governing securities transactions in conflict 
with the provisions of this memorandum are hereby amended according- 
ly: Provided, That, the aulthority of authorized security dealers to ap- 
prove, on behalf of the Central Bank on the prescribed form the sale and 
transfer to nonresidents of forejgn securities, Philippine foreign secu- 
rities, and Philippine domestic securities owned by residents which are  
listed in a stock exchange in the Philippines, if payment of the fair 
market value of the securities is received immediately by the authorized 
security dealer from the nonresident purchaser in foreign exchange which 
are sold to an  authorized agent of the Central Bank within the period 
prescribed by the Central Rank regulations, shall continue to be in full 
force or effect. 

3. The responsibility for seeing to i t  that  the foregoing provisions of 
this memorandum, particularly the requirement of repatriation of Philip- 
pines securities purchased abroad from nonresidents and their transfer to 
the resident concerned, and the remittance of the foreign exchange pro- 
ceeds of the Philippine securities sold abroad and the conversion of such 
foreign exchange into pesos for account of the resident concerned, shall 
devolve on the authorized security dealer concerned. 

4, Authorized security dealers or any other person or persons who 
violate any provision of this memorandum shall be subject to the penal 



sanctions provided in the Central Bank Act, without prejudice, in the 
case of authorized security dealers to the cancellation of their authority 
as authorized security dealers of the Central Bank. 

5. This memorandum shall take effect immediately. 

(SGD.) G. S. LICAROS 
Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

March 17, 1971 

Effective immediately, Memorandum to Authorized Agent Banks 
dated August 27, 1970 requiring publishers of newspapers and periodicals 
to import only waterlined newsprint is hereby revoked. Accordingly, 
publishers may resume importing newsprint without waterline, provided, 
however, that the banks will require, as a condition to the opening of 
letters of credit and/or issuance of release certificates, the submission of 
quarterly reports on tax-free importations of newsprint of the publishers 
concerned, which reports shall indicate the disposition of such importa- 
tions. The reports shall be accomplished in the attached form and shall 
be submitted by the banks to the Special Studies Unit, Office of the 
Gavernor, within twenty-four (24) hours after the submission of the 
same to  the Bank. 

(SGD.) G. S. LICAROS 
C; overnor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

March 30, 1971 

Effective immediately, all applications by watchlisted firms, their 
officers, principal stockholders and affiliate com anies to open import 
letters of credit and/or avail of foreign exchange 9 for whatever purpose 
and in whatever amounts (other than for the servicing of obligations 
duly registered with the Central Bank) shall be referred to the Central 
Bank for prior approval. 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

May 14, 1971 4 

Pureuant to Monetary Board Resolution No. 643 dated April 27, 1971, 
the following regulations governing foreign excha,nge  remittance^ of ex- 
port-oriented firms whose operations include logging have been promul- 
gated : 

1) If the proceeds of the firm's log exports represent not more than 
twenty per cent (2070) of its total export earnings, the firm 
ahall be considered a,s fully export-oriented, in which case it @hall 
be entitled to all the privileges appertaining to its qualification 
as an export-oriented firm; and 

2) If the proceeds of its log exports represent more -than twenty 
per cent' (20%)) of its total export earnings, the firm ahall be 
considered as not fully export-oriented, in which case ita net 
profits remittable under existing regulations shall be allowed to 
the extent of:  

(a)  One hundred per cent ( loo?))  for nonresidents' share in 
the net profits pertaining to its non-logging operations, like 
veneer, plywood, or lumber; and 

(b) Twenty five per cent (25%) for nonresidents' share in 
the net profits pertaining to its logging operation. 

Prior certification of the Export Department of the Central Bank 
.shall be obtained on whether the applicant-firm cancerned would fall 
under paragraph 1 or 2, above. In either case, the certification shall 
state the corresponding percentage and value of the exports involved. 

The foregoing regulations shall commence to apply to remittances 
of profits corresponding to the year 1970 or to dividends declared during 
this year or thereafter. 

Please be guided accordingly. 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

May 17, 1971 .t 

To facilitate payment of internal revenue taxes, an authorized de- 
puty of the Commissioner of Internal Revenue shell be stationed in all 
authorized agent banks and their branches situated in the Greater Ma- 
nila Area every 19th and 20th of the month to issue Tax Payment Ac- 
ceptance Orders (TPAO). 

Accordingly, agent banks are enjoined to provide accommodations 
for these deputies on the 19th during office hours and on the 20th up 
to 5:00 P.M. 

This will take effect on May 19, 1971 

(SGD.) H. ATIENZA, JR. 
Special Assistant to the Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 
: - + 

June 8, 1971 

Effective immediately, all applications to purchase foreign exchage 
for remittance of profits, dividends, royalties on patents, trademarks 
and copyrights, and royalties/rentals/producers'  share^ on movie and 
TV filmv shall be accompanied by a Statement of the  Unremi t td  
Amounts of auch prof its/dividends/royalties, etc., as of the  filing of 
the -application. 

The required statement shall be prepared/accomplished in the at- 
tached PA & ED Form No. 1 which must be submitted with the ap- 
plication together with other supporting documents, 

.Please be guided accordingly. 

(SGD.) G. S. LICAROS 
Governor 



FED-Post Audit Form No, I 

Name of Firm ........................................................................................... 
Statement of Unrernitted Royalties, 
Rentals/Profits/Dividends 

n 
N 
4 
0 
U 

Royalt ies/Rentals 

Unrernitted Amount 
{Net of Tax) 

Dividends 

Unrernitted Amount 
(Net of Tax) 

Due to 
Residents 

Period During 
Which Earned 

Total Royalties/Bentals 
Due During the Samt Period 
Gross Net of Tax 

TOTAL DIVIDENDS DECLARED 
Date Due to Non-Residents of Div. Base 

Gross Net of Tax Declaration Year 

Net Profit 
for the 
Base Year 



MEMORANDUM TO AUTHORIZED AGENT BANKS 
, -, - f ,  

June 9, 1971 Y 

In further connection with M.B. Res. No. 443 dated March 23, 1971, 
under which agent banks were required "to surrender to the Central 
Bank, within 30 days from receipt of demand, their P3.90 to US$1.00 
foreign exchange holdings as of February 21, 1970, equivalent to their 
net asset position as of said date; and to advisa such agent banks that 
upon failure to comply with this requirement, they shall consider thern- 
selves inhibited from engaging in any foreign exchange transaction," 
all authorized agents and agent banks of the Central Bank are hereby 
advised that, in view of the refusal of the1 Bank of Asia to abide by the 
said resolution, the Monetary Board, in its Res. No. 906 of June 8, 1971, 
suspended the foreign exchange operations of the Bank of Asia, as an 
authorized agent of the Central Bank. 

For the guidance, therefore, of all authorized agents and agent 
banks of the Central Bank, the following rules implementing the said 
order of suspension, which had been served on the said bank today, 
June 9, 1971, are hereby reproduced. 

"Accordingly, effective immediately, the Bank of Asia: 

1 Shall not buy or sell spot or future exchange; provided that 
i t  may purchase from authorized agent banks foreign exchange 
in such amounts as the Foreign Exchange Department of the 
Central Bank may certify as necessary to service transactions 
entered into prior to the date of this letter; or conversely, 
i t  may sell to authorized agent  bank^ or the Central Bank 
foreign exchange held by i t  as of the date of this letter, or 
acquired by i t  as an incident of foreign exchange transactions 
entered into prior to the date of this letter. 

"2) Shall not issue any letters of credit or any other form of com- 
mitment calling fo~r payment of foreign exchange; nor handle 
any collection items, including D/A, DIP, or O/A items. 

"3) Shall not register any Report of Foreign Sales covering ex- 
ports, nor isvue the export permit, negotiate the corresponding 
export draft ; except in respect to cases where the export letter 
of credit (under which the bank is the negotiating bank) was 
received by the Bank of Asia prior to the date of this letter; 
or in cases where the corresponding Report of Foreign Sales 
was registered by the Rank of Asia prior to the date of this 
letter. 

"4) Shall submit any questions relative to the application of the 
suspension order or of the foregoing provisions to the Foreign 
Exchange nepartment of the Central Bank for decision. 



" 5 )  Shall henceforth not hold itself out as agent of the Central 
Bank of the Philippines to any of i ts  correspondents or clients, 
in the  Philippines or abroad." 

(SGD.) G .  S. LICAROS 
Governor 

' 9 
MEMORANDUM TO AUTHORIZED AGENT BANKS 

June 10, 1971 

Pursuant to Monetary Board Resolution No. 806 dated May 26, 1971, 
agent banks are hereby required to refer to the  Special Studiea Unit, 
Office of the  Governor, for prior Central Bank approval, applications 
for the importation of Portland Cement (UP 661-02.01). 

Please b'e guided accordingly. 

(sGn.1 G. S. LICAROS 
Governor 

000- 

""4 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

June 17, 1971 

Effective immediately, for purposes of the published statements, 
reports of condition and other reports where the peso equivalents of 
the foreign currency deposits under CB Circular No. 304 are t o  be shown, 
said peso equivalents shall be computed by applying the guiding rate ob- 
taining on the reporting date. 

Please be guided accordingly. 

(SGD.) AMADO R. BRIRAS 
Deputy Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 
* ./ 

June 30, 1971 

Effective as  soon as the revised CBP-FED 1 (Daily Summary of 
Foreign Exchange Transactions) is issued to agent banks, paragraphs 
4 and 5 of Memorandum to Authorized Agent Banks dated May 8, 1970 
are hereby amended so HS to read as follows: 

"4. For purposes of paragraph 1, the eligible free foreign ex- 
change holdings and other real foreign currency assets at 
floating rate shall include the following: 

"a. Due from foreign banks, head office or branchee, net 
of:  

(1) Pledged Deposits and/or Compensating Balances 
A g a i n ~ t  Outstanding Loans 

(2 )  Unsurrendered Stabilization Fund 

(3) (:over for Deposits Under Circular 304 

"b. Foreign Currency Investments net of investments not 
l-eadily convertible into cash. 

Agent banks shall submit to the Central Bank evidences 
of the arrariyements or agreements with their correspon- 
dents regal-ding the compensating balances and pledged 
deposits. 

"5. The above computation is incorporated in the revised CBP- 
FED I (Daily Summary of Foreign Exchange Transactions) 
Revised June, 1971, page 4, Item G." 

All other proviaions of the  Memorandum remain unchanged. 

Please be guided accordingly. 

(SGD.) AMADO R. BRIRAS 
Deputy Governor 



MEMORANDUM TO ALL BANKS 

June 30, 1971 /"& 

In Resolution No. 876 dated June 2, 1971, the Monetary Board 
decided that  - 

"For accounting and statement purposes, loans to other banks 
shall be considered as  part of the  loan portfolio of the  lending 
banks. However, for purposes of determining compliance with 
Section 22 or Section 30 of Republic Act No. 337, said loans shall 
be considered as  embraced in the term 'amounts due from 
banks . . .' as such term is used in said Sections 22 and 30 of Re- 
public Act No. 337; x x x." 

It should be emphasized that  since& Monetary Board ruled that 
"loans by banks to other banks shall be- considered as part  of the loan 
portfolio of the lending banks," all pertinent laws, regulations, restric- 
tions and/or limitations on the  granting of such loans shall be strictly 
observed. 

(SGD.) AMATIO R. BRIRAS 
Deputy Governor 

LOO- 
I 'rp 

MEMORANDUM TO AUTHORIZED AGENT RANKS 

July 13, 1970 

The provisions of Paragraph D(1) of Memorandum to  Authorized 
Agent Banks dated February 21, 1970, entitled "Regulations Governing 
the Sale of Foreign Exchange for Certain Current Invisible Payments," In 
so f a r  as said provisions refer to Filipino controlled firms, are hereby 
clarified in the sense tha t  Filipino controlled firms may be allowed to 
  emit in full the  shares of dividends and profits corresponding to the  
net profits realized, after  taxes, during the  year, due to their non-rea- 
ident stockholders or  non-resident partners abroad, notwithstanding that  
such Filipino controlled firms are engaged not in BOI-approved projects 
or in export-oriented industries as  defined in Memorandum to Autho- 
rized Agent Banks dated February 12, 1970, entitled "Regulations 
Governing the Qualification8 of Export-Oriented Firms," or  whether 
such Filipino controlled firms may have availed of domestic credit re- 
sources, The amounts of dividends and profits which may be remitted 
abroad by Filipino controlled firms in accordance with the  foregoing 
shall be net of withholding taxes. 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZE11 AGENT BANKS 

July 14 1973 
' ~ 1 . 1  

Re: Stand-.by Letters of Cremdit Covering Foreign Credit Lines of 
Domestic Entities other than Commercial Banks 

Pursuant to Monetary Board Resolution No. 1087 dated July 13, 1971, 
and by virtue of R.A. No. 6142, the  following regulations on the  treat- 
ment and/or servicing of stand-by letters of credit covering foreign credit 
lines of domestic entities other than commercial banks, are hereby 
promulgated for the guidance and co,mpliance of all concerned: 

1.. Opening of stand-by letters of credit to cover credit lines shall 
be considered ars new foreign borrowings subject t o  prior Central 
Bank approval. 

Stand-by letters of credit t o  cover credit lines which provide for 
availments or utilizations to be repayable and/or renewable on 
periodic basis shorter than the stated maturity periods, includ- 
ing stand-by letters of credit providing for yearly confirmation 
and containing an acceleration clause, shall not be given due 
course. (This excludes deferred and stand-by letters of credit 
covering CB-approved loan contracts with fixed amortization 
schedules, which, under accepted international banking procedure, 
may be subject to  yearly confirmation). 

3. Itenewal of utilized balance of credit lines covered by stand-by 
letters of credit opened and to the extent of the amount availed 
of under the credit line prior to effectivity of Circular No. 315 
(December 1,  1970) may be given due course in accordance with 
the original terms and to the extent of the  stated maturity 
period of the  credit line. 

4. Unutilized balances against credit lines covered by stand-by 
letters of credit opened p r i o ~  to effectivity of Circular No. 315 
shall be deemed automatically cancelled and the covering stand-by 
letter of credit amended accordingly. 

Foreign borrowings of the  above nature shall be periodically reported 
to the Central Bank under CBP-EDMO I., as revised. 

This memorandum shall take effect immediately. 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

July 14, 1971 1 

Effective immediately, all agent banks shall, in processing apptica- 
tions relating to the purchase of foreign exchange, opening of import 
letters of credit and/or foreign exchange remittances covering importa- 
tions of Unmanufactured Tobacco originating from the states of Zambia, 
Malawi and Mozambique, require from their client-importers t h e  sub- 
mission of the  following documents before giving due course to the  
said applications: a certificate issued etheir by the Tobacco Industry 
Board of Zambia or Malawi Tobacco Control Commission, as the caee 
may be; fumigation certificates (often issued a t  the port of shipment), 
particularly in the case of Mozambique tobacco, which apecify whether the 
tobacco was grown in the country where fumigation took place, and 
the apropriate certificate of origin issued in the country where the 
tobacco was grown. Copies of the  approved foreign exchange applica- 
tions shall be furnished the Special Studies Unit, Office of the  Governor, 
within twenty-four (24) hours after  approval of the same by the  agent 
banks concerned. 

In this connection, all agent banks are advised that  our Circulars 
Nos. 246 and 262 dated July 17, 1967 and August 20, 1968, respectively, 
which had been issued in line with the foreign policy of the  Philippinee 
and the resolutions adopted by the  United Nations Security Council on 
economic and other sanctions against the  regimes of the  Union of 
South Africa and Southern Rhodesia, prohibiting the selling of foreign 
exchange for  import and/or remittance purposes to  these countries, are 
still in force. 

(SGD.) G. S. LICAROS 
Governor 

MEMORANDUM TO AUTHORIZED AGENT RANKS 

July 22, 1971 

Purguant to Monetary Board Resolution No. 1135 dated July 20, 
1971, the fdlowirlg' regulations governing certain foreign exchange 
tranaaktiona of firms certified as not fully export-oriented )lave been 
promulgated : 

1) Importation of machinery and equipment : 

Firms certified as not fully export-oriented shall, on im- 
portations of machinery and equipment to  be used exclusively 
in their operations for which they a r c  certified as export- 



oriented, be exempkd from obtaining prior Central Bank a p  
proval for the importation of such machinery and equipment 
under either L/C, D/A, D/P or open account arrangement pay- 
able within 360 days, provided the firm's application to open 
letters of credit and/or avail themselvee of foreign exchange 
resources is not required to  be referred to the Central Bank 
under existing Memoranda to Authorized Agent Banks. 

2) Purchase of travel funds: 

Officials of firms which are certified as partially export- 
oriented who travel on business may be allowed a representation 
allowance of $500.00 per person per trip, in addition to an al- 
lowance of $25.00 per day up to a maximum period of 30 days. 

3) Remittance of profit8 and dividends: 

Firms certified as partially export-oriented may, if they 
are Filipino-controlled, be allowed to remit in full the nonres- 
idents' share in profits out of current earnings, after taxes. 
Withholding taxes, if any, shall be deducted from remittable 
amounts. 

Firms certified au partially export-oriented may, if they 
are controlled by aliens, and are not engaged in BOI-approved 
projects or have availed themselves of domestic credit resources, 
be allowed to remit 100% of nonresidents' share in current 
net profits after taxes pertaining to operations for which they 
are certified as export-oriented and 25% of nonresidents' share 
in current net profits after taxes pertaining to the other 
operations, and net of withholding taxes, if any, on the remit- 
table amounts. 

4) Repatriation of foreign investments: 

Firms certified as partially export-oriented may be allowed 
to repatriate that portion of the nonresidents' investments in 
the capital devoted to the firms' operations for which they are 
certified as export oriented, within the period and under the 
same conditions as the repatriation of foreign investments 
in firms which are fully export-oriented as provided in par- 
agraph S(a) of Memorandum to Authorized Agent Banks dated 
February 21, 1970, entitled "REGULATIONS GOVERNING 
FOREIGN BORROWINGS AND INVESTMENTS AND TRANS 
FER O F  EMIGRANTS' ASSETS." 

Pleaae be guided accordingly 

(SGD.) G. S. LICAROS 
Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

July 28, 1971 I;'I ,I 

Effective immediately, prior Central Bank approval shall not be 
required for  importations of the  following machinery and equipment: 

1. Agricultural machinery and equipment falling under Section 7 
of the Central Bank Statistical Classification of Commodities ; and 

2. Machinery and equipment for the  exclusive and direct end-use of 
BOI-registered firms. 

Importations of spare parts and machinery in excess of $60.000 
need not be referred to the Central Bank and authorized agent banks 
may allow opening of letters of credit for  such items upon presentation 
by t h e  importer of a certification from the  Board of Investments that  
the  spare parts are  not components for assembly into finished machinery 
and equipment; and in the case of machinery and equipment to be im- 
ported, tha t  the industry concerned is not overcrowded. 

However, importations of said machinery and equipment under 
deferred payment terms with maturity periods longer than 360 days will 
continue to  be subject to prior Central Bank approval pursuant to the  
provision8 of Republic Act No. 6142. 

For purposes of reporting, subject importations should be shown 
separately under Schedule 2 of CB-FEB 1, as  revised. 

This further amend8 Memorandum ta Authorized Agent Banks dated 
November 13, 1970. 

(SGD.) G. S. LICAROS 
Governor 

August 9, 1971 

With reference to Memorandum to Authorized Agent Banks dated 
June 19, 1970 in connection with the submission, together with t h e  
application to open a letter of credit, of the  relative firm offer; t h e  
second and third paragraphs of said MAAR are hereby amended t o  read 
a s  follows: 

"Upon issuance of a Release Certificate, the Agent Banks 
concerned shall attached to the  Bureau of Customs' copy of the 
Release Certificate a copy of the  relative firm offer on which 
shall be indicated the  letter of credit number and the  date of 



opening, including amendments, if any, duly certified by the  
Agent Bank. Likewise, a copy of the  packing list, where ap- 
plicable and/or available, shall be attached to the  said Release 
Certificate." 

(SGD.) AMADO R. BRIRAS 
Deputy Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

August 16, 1971 I ,  ,I .",, 

Authorized agent banks are requested to  advise their exporter 
clients that  pursu nt  to Monetary Board Resolution No. 1230 dated 
August 3, 1971, in P all log exports the certification of the  lumber inspec- 
tors of the Bureau of Forestry duly authorized t o  inspect the  logs for 
shipment as to the grade and quality of the logs involved in accordance 
with the Bureau of Forestry Grading Rules shall be considered final 
for purposes of negotiation of shipping documents. 1 Any provision in 
any letter of credit covering log exports requiring cergification of buyer's 
agent or representative tha t  said logs have been approved fo r  shipment 
as a condition precedent to negotiation of shipping documents shall 
not be allowed. 

If there should be a claim against any exporter for payment and./'or 
reimbursement because of quality defects and t h e  exporter agrees t o  
the  claim, the matter should be submitted t o  the Central Bank with 
full supporting documents for decision. 

Effective immediately 

(SGD.) G. S. LICAROS 
Governor 

MEMORANIIUM TO AUTHORIZED AGENT RANKS 

August 18, 1971 

Pursuant to Monetary Board Resolution No. 1252 dated August 
10, 1971, the  following rules implementing existing Central Bank regula- 
t i o n ~  governing remittances of royalties on reprints of official textbooks, 
and highly technical and scientific books have been approved: 

1) Royalties on retail sales in 1970, as well as the  unrernitted 
royalties for 1969 and prior years, shall be allowed full remit- 



tance a t  the royalty rates called for in reprinting contracts 
entered into before, and subsisting as  of, February 21, 1970; 

Royalties incurred after  1970 on reprinting contracte that  
were existing as of February 21, 1970 and on those concluded 
thereafter shall be allowed full remittance only in those cases 
where the reprinting contracts confer upon the local reprinters 
concerned the  right to  market reprinted books in foreign coun- 
tries, substantiated by documents of export shipments made; 
provided, however, tha t  the  remittances shall not exceed the 
net export proceeds of the reprinter concerned arising from 
the  sale abroad of the reprinted books; and 

3) Royalties incurred after  1970 on reprinting contracts that  were 
existing as of February 23, 1970 and on those concluded there- 
after, where such contracts restrict the  marketing rights of 
t h e  local reprinters concerned to1 the  domentic market, shall be 
subject to the quantitative limitations prescribed under Memu- 
randum to  Authorized Agent Banks dated February 21, 1970 
and Memorandum to Authorized Agent Banks dated March 16, 
1971, t h e  f irst  paragraph of which latter memorandum is hereby 
amended to read as follows: 

"x x x local publishers which have reprinting contracts 
with foreign publishers a re  authorized to remit royalties on 
reprints of official textbooks and highly technical and scientific 
booka currently or which may hereafter be classified as  such 
in t h e  Central Bank Statistical Classification of Commodities; 
provided that  the  remittance shall not exceed 50% of the  royal- 
ties incurred during the  year for which the  remittance is being 
made; and provided, further, tha t  remittable royalties shall 
not exceed 1 5 F  of the  wholesale price of such classified books 
reprinted locally under said reprinting contracts." 

Please be guided accordingly. 

(SGD). G. S. LICAROS 
Governor 

-000- 

MEMORANDUM TO ALL 

In complying with the  provisions of Circular No. 332 dated August 
4, 1971, please be guided by the  following modification thereof: 

The scheduled increase from the  preaent 15% to 207% in the  
required reserve against marginal deposits on letter of credit shall 
be effected as followa: 



Effective dates 

.............................................................. 16.25% September 10, 1971, 

17.50% ........................................................... September 17, 1971 

18.75% .............................................................. September 24, 1971 

20.00'J;, ................... .... ................................ October 1, 1.971 

(SGD.) G. S. LICAROS 
Governor 

/ * . I  . ,  
MEMORANDUM TO AUTHORIZED AGENT BANKS 

September 8, 1971 

." " -J 
Effective immediately, the  [ollowi.@ revised regulations shall gov- 

ern the  importation of machinerg;pquipment and spare parts, amending 
all regulations on the  same subject: . 

Prior Central Bank approval shall not be required for importations 
by nny single importer, under cash basis or where payment is to be mado 
within a period of 360 days, of the  following machinery and equipment 
even if the  aggregate value of which within a calendar month would 
add up to more than US$&0,000.00: 

1. Agricultural machinery and implements (including spare 
parts) under Section 7 of the Central Bank Statistical Class- 
ification of Commodities ; and 

2. Flant machinery and equipment ( including spare parts 
therefor) for the exclusive and direct end-use of (a) export- 
oriented firms tha t  qualify as such under existing regula- 
tions of the Bank; and (b) the registered activity/'iea of 
BOI registered firms. 

However, in the case of the machinery and spare parts imports BOI- 
registered Eirms, a certification from the BOT to the effect that the  
items sought to be imported are for the exclusive and direct end-use of 
the appropriate registered activity of the applicant firm, shall have to  
be presented to authorized agent banks before the letter of credit is 
opened or release certificate is issued in the case of D/'A and O/A ship- 
m e n t ~ .  

Likewise, prior Central Bank approval shdl not be required for im- 
portations under the same arrangement of non-agricultural plant ma- 
chinery ancl equipment i~lcluding spare parts therefor, by any importer 



not qualified as export-oriented or not registered with the BOI, the 
aggregate value of which, within a calendar month, would add up t o  
more than US$50,000.00, provided, however, tha t  a certification from 
the BOI stating that :  

1. In the case of non-agricultural pla?t,t machinery and equip- 

ment, 

a) the industry to which the importing firm belongs is not 
over. crowded ; or 

b) if the industry is crowded, that  such plant machinery 
and equipment would not add to, but merely maintain 
existing capacity. 

2. In the case of spare parts, 

a )  they are not components for assembly into finished non- 
agricultural plant machinery and equipment; or 

b) if they are such components, the resulting plant machin- 
ery and equipment will not contribute to industry over- 
crowding 

is presented lo authorized agent banks before the L,/C is opened or the 
release certificate is issued in the case of D/A and/or O/A shipmanta. 
The same certification (either 1 or 2 as above stated) shall be required 
for imports of such items by BOI registered firm% where machinery and 
spare parts importation are not for the exclusive and direct end - use 
of their registered activity. 

The EOI certification shall also be required of watchlisted firms 
but their applications to  import any of t h e  above itemslw for release 
certificates shall continue to  be referred to  the Central Bank. 

All requests for certifications from the  BOI shall be coursed through 
the  BOI Special Unit and shall be accompanied, among others, by the 
list of the plant machinery, equipment and/or spare parts sought to be 
imported, preferaby supported by pro forma invoices from the supplieris. 
'I'he request should also specify the applicant's activity for. which the im- 
portation shall be used. 

For purpoBes of reporting, subject importations should be shown 
separately under Schedule 2 of CRFED 1, as  revised. 

Importations of agricultural machinery, implements, and spare parts, 
ant1 non-agricultural plarlt machinery and equipment including spare 
parts therefor, regardless of value, under deferred payment arrangement 
with maturity periods longer than 360 days will continue to  be subject 
t o  prior Central Rank approval pursuant to the  provisions of Republic 
Act No. 6142, 



It is understood that  as provided for under Unnumbered MAABa 
dated October 12 and 30, 1967, and March 1, 1968, the  required import 
letters of credit must be opened on or before the date of actual shipment; 
and that  the D/A and O/A imports referred to above shall be in ac- 
cordance with Circular 330 dated July 28, 1971, as  amplified by Un- 
numbered MAAB dated August 17, 1971. 

Please bc guided accordingly. 

(SGD.) G. S. LICAROS 
Governor 

-- 000- 
1 -, ,,? 1 

MEMORANDUM TO AUTHORIZED AGENT EANKS 

September 13, 1971 

Memorandum to Authorized Agents dated October 20, 1970 is hereby 
amended so as to  read as follows: 

Pursuant to Seckion 6 of Central Circular No. 289 dated 
February 21, 1970, wthorized agent banks shall service the 
remittance covering ibiaible payments by meanv of Telegraphic 
Transfer, Mail Transfer or* Demand Draft, except that  in the  
cit:se o l  renlittancr: by demand draft the se l l z~ig  bank: is r~eg.@r.ed 

1 
to rtx,(~il the  dernaird d,ru,ft dir'et:tly to the beneficiary abroad. 

(SGD.) G. S. LICAROS 
Governor. 

-- 000- 

/f2 I! 
MUIEM0RANI)UM TO AUTHORIZED AGICNT J3ANKS 

September 21, 1971 

Quoted hereunder. is the  text of a letter dated September 10, 1971, 
of the Officr! of E>conornir Affairs, Department of Foreign Affairs, to 
the Governor of the Central Hank, which is self-explanatory: 

"Manila, 10 September 1971 

"Quoted hereunder for information are pertinent portions of 
the cableearns dated 7 September 1971 and 8 September 1971 
received from the Philippine Embassy, Washington, D.C.: 



"1 '376 DEPTSTATE ALSO INFORMED EMBASSY TODAY 
THAT WHENEVER APPLICABLE ON ARTICLES OF PHIL 
IPPINE ORIGIN, SURCHARGE WIZL BE ASSESSED ONLY 
UP TO MAXIMUM OF EIGHT PERCENT. SURCHARGB 
WILL NOT BE ASSESSED ON COMMODITIES IMPORTED 
DUTY-FREE UNDER TARIFF QUOTAS SET OUT LL 
AGREEMENT. IMPORTS IN EXCESS OF SUCH QUOTA23 
WILL BE ASSESSED FULL SURCHARGE. IN THE CASE 
O F  COCONUT OIL, HOWEVER, QUESTION O F  FULL AP- 
PLICATION OF SURCHARGE ON OVER-QUOTA IMPORTS 
STILL UNRESOLVED. QUESTTON O F  EXEMPTION O F  
C0,RDAGE LIKEWISE UNRESOLVED, COPRA MEAL, 
HOWEVER, IS SUBJECT TO SURCHARGE.' 

"2. '379 PLEASE INFORM PHILIPPINE EXPORTERS THAT 
CONTRARY TO WHAT THEIR U.S. PRINCIPALS HAVE LED 
THEM TO BELIEVE, BY DECISION O F  COST O F  LIVING 
COUNCIL, THE ADDITIONAL DOLLARS AND CENTS COST 
OF THE SURCHARGE OR SUPPLEMENTAL DUTY MAY BE 
PASSED ON TO lMPORTER'S CUSTOMERS. ADEQUATE 
RECORDS ARE REQUIRED TO BE MAINTAINED HOW- 
EVER TO DEMONSTRATE THE ACTUAL INCREASm COST.' 

"Very truly yours, 

"For the Acting Secretary of Foreign Affairs : 

(SGD.) OPHELIA A. GONZALES 
Acting Officer-in-Charge 

"The Honorable 
The Governor 

Central Bank of the Philippines 
M a n i l a  

A u t h o r i d  Agent Banks are requested to  transmit the contents of 
this Memorandum to  all their exporter-clients. 

(SGD.) AMADO R. BRIRAS 
Deputy Governor 



MEMORANDUM TO AUTHORIZED AGENT BANKS 

September 28, 1971 ;.;z ,i! 

Quoted hereunder is the  text of a letter dated September 20, 1971, 
of Acting Secretary of Foreign Affairs Jose D. Ingles t o  the  Governor 
of the  Central Bank, which is self-explanatory: 

"Manila, 20 September 1971 
"S i r:  

"For your information, we quote hereunder the text of a cable- 
gram received from Ambassador Eduardo Romualdez in Washington, 
D. C.: 

'397 FOR PRESIDENT MARCOS: AYE HAVE BEEN IN- 
FORMED BY DEPTSTATE: THAT U.S. GOVERNMENT HAS 
DECIDED TO EXEMPT COCONUT OIL FROM TEN PER- 
CENT SURCHARGE. IN EFFECT COCONUT OIL IMPORT- 
E D  INTO US BOTH UNDER THE QUOTA AND OVER THE 
QUOTA ARE EXEMPT.' 

Very truly yours, 

(SGD.) JOSE D. INGLES 
Acting Secretary of Foreign Affairs 

"The Honorable 
The Governor 

Central Bank of the  Philippines 
M a n i l a "  

Authorized Agent Banks are requested to  transmit the contents of 
this Memorandum to all their exporter-clients. 

(SGD.) AMADO R. BRIRAS 
Ileputy Governor 

MEMORANDUM TO ALL AUTHORIZED AGENT BANKS 

September 29, 1971 

I n  complying with the provisions of Circular No. 332 dated August 
4, 1971, please be guided by the following further modification thereof: 

The scheduled increase from 207; to 26% in .the required re- 
serve against marginal deposits on letters of credit &hall be effected 
as follows: 



Effective date 

21.25'3, October 8, 1971 

22.50 $1 ............................. ........... ............. October 15, 1971 

23.75% ................................. - ................. October 22, 1971 

25.00% .................................................. October 29, 1971 

(SGD.) AMADO R. BRIRAS 
Deputy Governor 

MEMORANDUM TO AUTHORIZED AGENT BANKS 

October 27, 1971 , i;.g 

1. In connection with the  $66 million official assistance extended 
by the  Government of Japan, Authorized Agent Ranks.are hereby required 
to wbmit  to the  Central Bank two copies and/or certified t rue  copies 
of the following documents evidencing importation from Japan and 
payments thereof by the  Agent Banks: 

a. covering transmittal letter or collection advice of the nego- 
tiating hank addressed to the Philippine commercial bank, 
containing the certification stated in paragraph 4 below, ex- 
cept in the case of imports under open account arrangements ; 

b. commercial invoice ; 

c. bill of lading; and 

d. combined consular invoice and certificate of origin 

2. The above-listed documents are to be submitted for each import 
payment of a t  least $5,000 or Y1,800,000 made after  October 31, 1971. 

3. Documents pertaining to payments for all importations from Ja- 
pan, with the sole exception of amortization and interest charges on 
imports uuder deferred payment arrangement with an original maturity 
period of not shorter than 5 years, are to be submitted. However, 
documents covering down payments for  such imports financed partly 
with suppliers credit are also to  be submitted. 

4. The payments for the  importations are to be certified by the  
Manager of the bank's Foreign Department, or a reaponsible official 
specifically designated for this purpose, in the  covering transmittal letter 
o r  collection advice of the  Japanese negotiating bank (or in the commer- 
cial invoice in the  case of imports under open account arrangements) 
in the  following form : 



"We hereby certify that  the payment for this importation 
was duly made or authorized on .................................................... in 
the amount of 5 9  .............................................................. 

5. The required documents pertaining to import transactions for 
any given week are to be submitted to the External Debt Management 
Office, Central Bank, not  later than Thursday of the succeeding week 
except that  the  combined consular invoice and certificate of origin may 
be submitted within 7 days of receipt thereof. 

(SGD.) G. S. LICAROS 
Governor 

*- c 
MEMORANDUM TO AUTHORIZED AGENT BANKS 

October 27, 1971 
. -  - - 

In complying with the  provisions of {~ircular No. 332)dated August 
4, 1971, please be guided by the followingYirther modification thereof: 

The scheduled increase from 25(;a to 30g- in the required re" 
serve against marginal deposits on letters of credit shall be effected 
as follows: 

Effective date 

26.25:h ....................... .. ....................... November 5, 1971 

27.5OC7; ............................................ November 12, 1971 

28.75% ..................................................... November 19, 1971 

30.000/2 ............................................... November 26, 1971 

(SGD.) G .  S. LICAROS 
Governor 






