Administrative QOrder
No. 42
August 22, 1991

SUBJECT: Revised Regulations and Guidelines
Governing the Establishment and
Development of Industrial Forest
Plantations (IFPs)

Pursuant to Presidential Decree No. 705, as amended, Exccutive Order Nos. 725
and 278 dated Scptember 1, 1981, and July 25, 1987, respectively, and in recognition of
its rolc as a tool o cconomic recovery, the following regulations and guidclines
governing the cstablishment and development of Industrial Forest Planiations (IFPs) arc
hereby promulgated: '

CHAPTER 1
TITLE, POLICIES, OBJECTIVES, AND DEFINITION OF TERMS

Section 1. Title. This Administrative Order shall bc known as the "Revised
Industrial Forest Plantation Management Regulations™.

Section 2. Policies and Objectives. The following arc the policics and
objectives of Government on the cstablishment and development of industrial forest
plantations:

2 Policies 1t 1s the policy of the government (o casure supply of timber and
other forest products through cffective protection and sustainable management of
our natural forests and development of industrial forest plantations. Furthcrmore,
the involvement of local residents/communities in the development of industrial
torest plantations 1s consudered highly desirable and, therelore, encouraged.

2.2 Objectives - The development of industrial forest plantations has the
following objcctives:

2.2.1  To convert the country's open, denuded, brushland and inadequately-
stocked residual forests into productive arcas to supply the raw material
requircments of forest-based and related industries, cnergy-gencrating
lacilitics and f{or export;

222 To promote more clfective protection of the remaining natural forests;

2.2.3  Toimprove and maintain a desirable forest ccosystem:
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2.2.4  To generate employment opportunitics in rural arcas; and

2.2.5  To generate additional sources of forcign cxchange.

Section 3. Definition of Terms.

The [ollowing tcrms arc to be understood or interpreted as they are hercunder

indicated:

3.1

3.2
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"

3.4
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3.6

3.7
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Adequately-stocked logged-over areas - rcler to forestlands with an
existing stand of timber containing an average of at Icast 20 trecs per hectlare of
dipterocarp and/or premium specics with a diameter breast height {(dbh) of more
than 20 centimeters.

Brushland - rclers to land which is predominantly covered with shrub growth
or short stunted trees or shrubs.

CENRQO - refers 1o the Community Environment and Natural Resources Office.
DENR - rcfers 10 the Department of Enviconment and Natural Resources.

Fast-growing species - refcrs (o tree specics that grow relatively faster than
common forest trees with 2 mean annual increment of at lcast ten (10) cubic

meters per hectare under favorable site conditions.

FMB - refers o the Forest Management Bureau.

Inadequately-stocked logged-over areas - refers to forestlands with an
cxisting stand of timber containing an average per hectare of less than 20 trees of
dipterocarp and/or premium specics with a diamcter breast height (dbh) of more
than 20 ccntimclters.

Industrial Forest Plantation (IFP) - rclers to any tract of forestland and
other public and privale lands planted to timber producing specics including
rubber, and/or non-timber species such as rattan, bamboo primarily Lo supply the
raw material requircments of existing or proposed forest-bascd industrics, and
cnergy-generating plants, and related industrics, as well as {or export.

Industrial Forest Plantation Management Agreement (IFMA) -
Agrcement entered into by DENR and a qualificd person, to occupy and possess,
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3.10

3.12

3.13

3.15

in consideration of a specificd rental, any forest land of the public domain in
order o establish an industrial forest plantation.

Open and Denuded Land - refers to forestlands that has been depleted of its
natural forest cover duc 1o the acuvities ol man, fire or other natural causes.

PENRO - refers 10 the Provincial Environment and Natural Resources Office.
Premium species - rcicrs to tree specics the wood of which has some special
characieristics such as strength or durability, beauty, scarcity or rarity, or is used
for special purposces, and included in the list-of such species as cmbodicd in DAO
78, scrics of 1987 and other specics that may hercafter be classified as such.
Regional Executive Director - refers (o the Regional Exccutive Directors
(RED) of the 13 Regional Offices of the DENR and the Cordillera
Administrative Region.
Secretary - rclers Lo the Scerctary of DENR.
Undersecretary - relers to the Underscerctary for Field Operations.
CHAPTER 1I

Section 4. Areas Available for IFMA and/or Disposition for

Industrial Forest Plantation Development. The {ollowing arcas arc available for
industrial forest plantation development:

4.1

4.2

4.3

Bare, open, denuded or grass-covered tracts of forest lands, brushlands,
inadequately-stocked arcas within or outside timber concessions, Provided, that
for arcas within TLA's, such arcas arc not programmed for reforestation as
requircd under TLA regulations.

Portion and/or arcas covcred by grazing/pasture Icascs nceding immediate
reforestation, Provided, That such arcas shall be excluded from the lcase.

Government reforestation projects or portions thercof found 10 be morce suitable
for or can be better developed as industrial forest plantation in terms of benefits
10 the government and to the surrounding community.

Areas of cxisting TLA and TPSA which arc 10 be converted to IFMAs,

Provided, That the arca containing adequately stocked natural forest shall not
exceed 50% of the total arca of the proposed Icase.
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4.5 Arcas covered by canceled TLAs or portions thereof that are suitable for
industrial forest plantation development, subject to limitation in paragraph 4.4.

4.6 Privatc lands and other alicnable and disposable arcas where DENR has issucd
authorization to harvest lorest crops under an out-grower schemce or nuclcus
cstale approach.

4.7 Adcquately stocked logged over arcas within timber concessions adjoining open
and inadequately stocked areas, may qualify for IFMA arca, Provided, That such
arcas shall be subject to sustainable management and protection.

48 For rattan plantation, the following arcas may also be available:
4,81  Rccently logged-over forests;

4.8.2  Second growth forests not scheduled for relogging within the next
twenty (20) years.,

Section 5. ldentification and BPelimitation of Potential IFMA
Areas. - The DENR shall identify, with the aid of the latesi {orest resources condition
maps, acrial photographs, satcllite imagerics and/or other appropriate technical references,
tands of the public domain, the physical {caturcs of which indicate the feasibility of
establishing an industrial forest plantation.

Arcas so identilied shall be validated on the ground and therealter
demarcated/delincated on a map of convenient scale and shall hencelorth be classified as
part of Pcrmancnt Forcest Estate.

CHAPTER HI

Section 6. Mode of Disposition of Areas. - The arcas available for IFP
development shall be granted o qualified applicants of IFMA in cither of two (2) typcs:
IFMA for purciy plantation establishment, and IFMA for plantation development and

management of natural forest combined.

Section 7. Who May Apply/Qualify. - The following may apply/qualify
for IFMA;

7.1 Filipino citizen of legal age.
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7.2

7.3

7.4

8.1

8.2

o
()

9.1

Corporations, partncrships or associations or cooperatives registered under
Philippinc laws, at lcast sixty percent (60%) of the capital of which is owned or
controlled by Filipino citizens. '

TLA holders in good standing who arc willing to convert their TLA 1o IFMA,

Community organizations whosc members reside ncar or adjacent 10 the lands
applicd for.

Section 8. Awarding of Area.

Arcas which do not contain adequatcly stocked natural forest shall be awarded on
{irst-come-{irst served basis upon filing of the application in the prescribed
format shown in Anncx "A" and submission of requirements provided in Scc.
9.2 hereol and payment of application {cc of PO.5S0/hectare and fraction thereof.

Arcas that include adcqualtely stocked natural forest shall be awarded through
competitive bidding,

Arcas covered by existing TLA willing to convert IFMA shall, likewisc, be
bidded.

Section 9. Bidding Procedures.
Notice of Invitation To Pre-qualify to Bid.

Prospective bidders over available arcas for IFMA identified in Scc. 8.2
and 8.3 hereof, shall be invited to pre-qualify to bid over the arca by way of a
public announcement in at Icast two (2) newspapers of genceral circulation, which
shail run once for two (2) consecutive weeks. In addition, a copy of the Notice
shall be posted at the DENR and its Regional, Provincial and Community
offices concerned. Provided, That the Notice shall specify, among others, the
location and tcchnical description of the arca.

Pre-qualification requirements - The {ollowing shall be submitted by
prospective bidders:

9.2.1  If applicant is a government official or employce, whether in carcer or

non-carccr service, written permission from the Department head or head
of agency concerned.
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9.4

9.2.2 1t the applicant is a naturalized Filipino citizen, a copy of his/her
Certificate of Naturalization certificd by the Clerk of Court of the
Regional Trial Court that issucd the same.

9.2.3 1l the applicant is a corporation, four (4) copics of thc minutes ol the
mecting of the Board of Dircctors indicating the present Officers and
Stockholders, Articles of Incorporation and By-Laws, and audilcd
financial statcment for the preceding ycar, if the applicant was
already in existence and stating the authority of the officers to file
the application in behalf of the corperation.

9.2.4 If the applicant uscs a name, style, or tradc name other than its truc
namc, four (4) copies of the Certificate of Registration of such name,
stylc or trade name with the Burcau of Domestic Trade, certified by an.

“authorized officer of the Bureau.

9.2.5  Indicative plan of development as shown in Anncx "B" hereof.

9.2.6  Proof of financial capability to at lcast undertake initial activitics such
as perimelter survey and preparation of a comprehensive development
plan.

9.2.7  Four (4) certificd copics of the income tax rcturn filed for the preceding
two (2) ycars.

Submission of Documents/Requirements.

Prequalification documents, together with the necessary supporting requirements
shall be submitted i four (4) copics at the Office of the concerned DENR
Regional Exccutive Dircctor, in sealed envelopes not later than the time and datc
specificd in the Notice of Invitation to Prequalify. All papers and documents
submitted by the prospective bidders shall not be made public unless authorized
by the Sceretary.

Screening and Awards Committee.

The Sccrctary, shall create an IFMA Screening and Awards Committce (IFSAC)
which shall be prunarily responsible for the proper rcceipt, rccording,
salckeeping and cvaluation of prequalification and bid proposals pertaining 10 the
potenual IFMA arcas for 1,000 heclarcs or more, including the conduct of
bidding and rccommendations lor the award of an arca being disposed in
accordance with these regulations.

117



9.5

9.6

The members of the IFSAC shall be designated by the Sceretary and shall be
composed of an Undersecretary as Chairman, an Executive Officer, and two (2)
members from the technical forestry group with a rank not lower than a Division
Chief, or its equivalent, and Commission on Audit representative as observer.

The Regional Executive Dircctor in cach rcgion concerned shall also create
IFSAC to handle the pre-qualification and bidding of potential IFMA areas of
less than 1,000 hectares.

Evaluation of Prequalification Requirements.

The IFSAC shall, upon receipt of a prospective bidder's prequalification
documents and supporting papers, immediately number the pages of the
submitted documents and record the same and the date and time of the receipt
including the number of pages. Forthwith, the IFSAC shall start evaluating the
documents taking into account the completeness of requirements as specified in
9.2 and the following considerations:

9.5.1 Financial capacity - prospective bidder should have an available
capital at least to undertake initial activities such as survey and
preparation of development plan. This may be supplemented by proofs
of available credit line facilities.

9.52 Technical competence - proof of technical know-how and
experience, and/or ability to hire the services of competent technical
personnel.

Action on Prequalification Documents.

If, upon evaluation, the prospective bidder meets all the requirements, the
application for prequalification shall be stamped "PREQUALIFIED" and shall
be submitted to the RED or the Secretary, as the case may be, for review and
approval.

Subscquently, the Committee shall inform the concerned parties within five (5)
days after approval that they have prequalified.

On the other hand, applications of prospective bidders who do not meet the
requircments shall be stamped "PREDISQUALIFIED" and shall likewise be

-submitited to the RED or the Secretary, as the case may be, for his information
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9.7

9.8

9.9

9.10

and record. Predisqualificd appiicants shall be informed in writing within five (5)
days that they have been predisqualified.

IFMA Bid Proposal Forms and Particulars,

Bid proposal forms and particulars on an arca to be bidded shall be made available
by the IFSAC to prequalificd bidders upon request, and payment of the
corresponding fces thercfor,

Submission of Bid Proposals.

Bid proposals shall be submitled in five (5) copics and in scaled envelopes
plainly marked 10 the IFSAC within the period specificd in the public notice.
Proposals submiticd after the prescribed period shall not be accepted by the
IFSAC. All bids must bc accompanied by a Bidders Bond of not less than Two
Pesos (P2.00/hectare) in cash or surcty bond from a refutable bonding company.

Receiving and Opening of Bids.

Bid proposals shall be submitted to the IFSAC within the specified period and in
accordance with these regulations shall be stamped by the record officer of the
Commitice indicating the datc and time of receipt thercol,

The Chairman shall open the scaled bids publicly at the place, time, and date
stated in the notice which shall be attended by the bidders or their authorized
representatives. Every page of a bid proposal, including the documents attached
thereto, shall be numbered consecutively and initialed by the IFSAC members.

Alfter the opening and the numbering of the pages of the bid proposals have been
compleicd, the corresponding abstract shall be prepared which shall be signed by
the committce members and the resident auditor or his representative, attaching
thereto all the bids with their corresponding supporting papers/documents and the
proceedings of the bidding.

Performance Bond.
The Performance Bond shall be 10% of the assumed net value (assumed market
price of P2,500 per cubic meter, less production and other costs, assumed at

P1,500 per cubic meter), but in no case be less than P6,000/ha of the area of
natural forcst within the IFMA.
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9.11

9.12

Evaluation of Bids. Thc following general guidchines shail govern the
cvaluation of bid proposals:

9.11.1 Bid shall be prepared in the form as prescribed in the instruction
supplicd to bidders.

9.11.2 There shall at least bc 1wo (2) competing bidders at the time of opening
of bids. In the cvent that there is only onc bidder, the bid shall be
rcturncd unopened and the arca advertised anew for rebidding.

0.11.3 A bid which does not comply with the conditions or requircments sct
forth in the bid shall be rejected.

9.11.4 The Sccrctary, or the Regional Executive Dircclor concerned, as the case
may be, rescrves the right 10 reject any or all bid proposals when, in his
opinion, public intcrest will be adversely affected. The right is also
reserved to waive the consideration of minor deviations in the bids
which do not affcct the substance and validity of the bids.

9.11.5 Alter the bids have been evaluated, the commitice shall submit a report
of its findings o0 the Sceretary, or the RED concerned, -who shall decide
as to whom the arca shall be awarded.

Basis of Award.

The arca subject of bid shall be awarded to the highest bidder. The highest bidder
is one who, having complicd with the necessary requirements, offers the highest
performance bond for the bidded arca; Provided, That the bid offer is not lower
than P6,000/ha of the arca covered by adequately-stocked residual natural {orests
for development and management as determined by the Department; Provided,
Further, That if there arc two or more cqual highest bids and onc of the cqual
bids is thal of the former licensce, the former licensce's bid shall be sclected;
Provided, Further, That, if his bid is not onc of such equal highest bids, the
former licensce shall be given the option 1o raisc his bid 10 cqual that of the
highest bidder, which option must be exercised within three (3) working days
from the time the highest bid is announced, otherwise, said option shall be
deemed waived; Provided, Furthermore, That, in the case where the former
licensce waives his option as in the foregoing, or the bidding did not include the
former licensee, cqual highest bids shall be resolved in favor of the corporation
or partnership with the greatest pereentage of ownership by Filipino citizens;
Provided, Finally, That if the cqual highest bids are sull cqual in terms of
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ownership by Filipino citizens, the bidder with the biggest paid up capital shall
be deemed the winning bid.

9.13 Decision of Award.

The RED or the Sccretary, as the casc may be, based on a review of the
cvaluation report of IFSAC, shall make his decision as to whom the arca shall
be awarded and for which a Notice of Award shall be issued; Provided, That,
should the awardec refusc or fail to comply with the requircments called for in
the Notice of Award within the period prescribed therein, the award shall be
nullificd and the Bidder's bond submiued shall be forteited in favor of the
Government; Provided, Further, That, in such an eventuality, the second
highest complying bidder shall be considered provided that his bid is at lcast 75%
of the highest bid but in no case less than Six Thousand Pesos (P6,000) per
hectare of arca; and Provided, Finally, That thesc rules shall apply to the
third highest bidder in case of refusal on the part of the sccond highest bidder, and
SO on.

Section 10, Preparation and Issuance of IFMA. - An IFMA, together
with final sketch plan ol the arca, cither {or pure plantation development or for combined
plantation development and management of natural forest, shall be prepared in the
Regional Office in an IIF'MA form herclo attached as Annex "C", approval of which shall
be made by the following DENR officials, as follows:

below 1,000 hectares Regional Exccutive Dircclor

1,000 - 2,000 hectares Undersceretary for Ficld Operations

Over 2,000 hectares - Secerctary.,

CHAPTER 1V
INDUSTRIAL FOREST PLANTATION MANAGEMENT AGREEMENT

Section 11. Size of the Area. - The minimum arca for IFP is 100 heclares
and the maximum arca shall be the arca that can be developed within five (5) years by the
lessce but not o exceed 20,000 hectares; Provided, however, that the foregoing
limitations shall not preclude the granting of additional arcas on a case 10 case basis
depending upon the satistatory performance of the lessee as determined through evaluation
ol the accomplishment thercol; Provided, That only open and denuded areas shall be
granicd.
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Section 12. Duration of the Agreement. - The IFMA shall have a
duration of twenty-five {25) ycars renewable for another twenty-five (25) years,
Provided, That the terms of the IFMA shall be subject to future legislative action on
the mode of disposition and scheme on the utilization and development of natural
resources in accordance with the 1987 Constitution. '

Section 13. Terms and Conditions. of the Agreement. - The IFMA
tssued in consonance with this regulation shall be subject to the following provisions:

13.1 IFMA solely for plantation development

13.1.1

13.1.2

13.1.3

13.1.4

13.1.5

13.1.6

13.1.7

The Lessee shall delincate and mark on the ground the boundaries of
the IFMA and its sub-arcas under the supervision of the DENR
within six (6) months from the issuance of thc IFMA and shall
prescrve the monuments and other land marks indicaling corners and
outlines along the boundarics and within the confines of the arca
covered by the IFMA.

The Lessee shall submit within six (6) months from issuance of the
IFMA a Comprchensive Management and Development Program in
the prescribed form shown in Annex "D" {or the leased arca for the
approval of the LESSOR which shall form part of the Agrecment,

The Lessee shall plant and raise in the lcased arca, {orest tree species
including rubber and/or non-timber specics such as rattan, bamboo,
buri, cte., for the production of timber, pulpwood, fuclwood and other
non-limbcr forest producls.

The Lessee may interplant secondary crops within the leased area.

Thc Lessce shall utilize the leased area only [or the purpose for which
the IFMA is granicd.

The Lessee shall improve and plant at Icast 30% of the area granted
within three (3) years from the exccution of the IFMA;. and the
balance of the arca within two (2) years; or in such a way that the
whole arca can be developed in five (5) years.

The Lessce shall protect the leased area from forest fircs and other
forms of {orest destructions and to placc his employces or workers
under the dircction of foresters or other authorized agents of the
Sceretary whenever required.
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13.1.8

13.1.9

13.1.10

13.1.11

13.1.12

13.1.13

The Lessee shall submit Semi-Annual and Annual reports of
activities showing among others, the number of hectares developed
during the period, species planted, survival rate, number and size of
nurscrics established, kinds of scedlings raised, and other
improvements introduced.

The Lessce shall not unrcasonably impede, obstruct or in any manner
prevent the passage of legitimate licensees, lessees, permittees, and/or
other forest users and the public, by-virtue of the IFMA.

The Lessce shall not construct permanent infrastructure that are not
nccessary in the development of the Industrial Forest Plantation such
as buildings of concrete and strong materials. Furthcrmorc, any road
nciwork planncd for construction shall be subject to approval of the

Secretary.

No trees in the Icased arca shall be cut regardless of species, if found
within twenty (20) meters from banks of rivers or creeks of at lcast
five (5) meters in width and of public roads. In casc said 20 mcters
strip is bereft of trees, same shall be reforested by the lessee.

Open, denuded, brushland or inadequately-stocked areas along the
banks of streams with channcls less than five (5) mcters in width
shall be planted with trees and may be harvested if included in the
duly approved Industrial Forest Plantation Development Plan,

The Lessee shall protect and conserve unique, rare and endangered
trees, palms and wildlife identified as such under existing rules, laws
and regulations within the lease area.

IFMA for combined plantation development and management of
natural forest - In addition to the conditions in the preceding paragraphs
IFMA covering combined plantation development and management of natural
forest shall be subject to the following conditions:

13.2.1

The Lessce may, in accordance with the approved development and
management plan of the lcased area, be allowed to cut and utilize
naturally grown trees in adequately stocked logged-over arcas on a
sustainablc basis in accordance with sclective logging regulations;
Provided, That the lcssec may be authorized to cut within adequately
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stocked residual forests only after all open, denuded, inadequatcly
stocked arcas shall have been developed/planted.

13.2.2  The Lessee shalt undertake sustainable and unitied management and
protecuon of natural forest,

13.2.3 The Lessed shall strictly cbserve and/or implement all possible
mcasures (o pretect areas tor environmential purposcs.

CHAPTER V¥
INCENTIVES

Section [4. Incentives, - A holder of IFMA issued in consonance with the

Order shall be entitled to the fotlowing incentives:

14.1

14.2

143

14.4

Reduced Payment of Forest Charges and Land Rentals. The Lessee
shall pay only 25% of regular forest charge duc on plantation product {from
IFMA n accordance with P.D. 703, as amended. The government incentives on
IFMA development shall be in accordance with the provisions of Sec. 36 of
P.D. 705, as amended, as well as the incentives provided under the Board of
Investment Prioritics Plan and any incentive that may be provided by law in the
luture.

Exemption from pavment of certain Internal Revenue Taxes,
Timber and otlier foresi products planted and grown in 1FP arcas bartered or
cxchanged by the management agreement holder, in their original state, shail be
exempied from the payment of value added tax pursuant to Exccutive Order
(E.0.) No. 273, Serics of 1987, The IFMA holder shall, likewise, not be subject
to any cbligation prescribed in, or arising out of, the provisions of the National
Internal Revenue Code on withholding tax at source upon interest patd on
borrowings incurred {or development and operation of the Industrial Forest
Plantation as provided in PD 703, as amended:

Integrity of Boundary and Status of Area. The boundarics and legal
status of the arca covered by an IFMA once established shall not be altered or
modilied.

Plantation development expenses, tax deductible. Amount expended
by a lessee inthe establishment, development, and operations of an IFMA prior
10 the time when the production state 1s reached may, at the option of the lessce,
bc regarded as ordinary and necessary business or as capital expenditures and,
therefore, tax deductible.

124



14.5 Credit Assistance. Holders of IF'MA may apply with the Development Bank
ol the Philippincs, Land Bank of the Philippines, the Central Bank and oiher
government and private financing institutions {or assistance in obtaining fong
term and low interest loans.

14.6 Other Imcentives, They shall be entiticd o other imcentives provided for
under the Omnibus Invesument Code. All other applicable incentives cnumerated
under Sce. 36 of P.D, 703, as amended, shall apnly to IFMA holders.

14.7 Entitlement to Fair Compensation, Upon the cxpiration of the IF'MA or
on its termination when public mterest demands, all permancnt improvements in
the arca shali be retamed in the arca but the LESSEE shall be entitled to fair
compensation for such permanent mnprovements, the amount ol which shall be
mutually agreed upon by both the DENR and the Lessec.

CHAPTER Vi
HARVESTING AND UTILIZATION

Section 15, Harvesiing and Utitization, - Trees and other products
planted under IFMA belong o the fessee who shatl have the right w harvest, scil and
utilize said planted trees and other products at specified time amd volume based on the
development plan approved by the DENR,

The Lessee may expart logs and other forest products barvesicd from IFMA
plantations m any form without restricuon as o quaniny and volume, Provided, That
logs including lumber produced from natural forest covered by ithic [FMA shali not be
cxporleq.

CHAPTER VI
GENERAL PROVISTONS

Section 16. Monitoring and Control. - The iollowing shall be adopied
o provide an clfective monnoring and control system for the development and operation
ol ITFMAs:

16.1 The FMB and the concerned RED ofiices, PENROs and CENROs shall maintain
identical sets of complete documents mcluding maps of cach gperating agreement
holder. ’



16.2

16.3

164

The IFMA holder shall submit to the CENRO a semi-annual and annual
accomplishmem reports on the development of the IFMA in the prescribed
format shown in Anmex "E".

The CENRO shall submit through the PENRO and the DENR Regional Office
the semi-annual and annual accomplishment reports on the status of forest
plantation development within its jurisdiction and copy furnish the Central
Office.

The DENR Regional Office shall within thirty (30) days after submission of
report from the CENRO prepare a summarized report to FMB which shall
likewise submit report to the Sceretary with its comments and recommendation
and maintain a nationwide status chart of IFMA activities.

Section 17. Grounds for the Cancellation of IFMA. - The Secrctary

upon the recommendation of the Regional Executive Director may cancel IFMA after an
investigation, depending on the gravity of the offense, or the adverse effect on the
management of forest land and resources based on any of the {ollowing grounds:

17.1

17.2

17.3

17.4

17.5

17.6

17.7

If the privilege was obtained through fraud, misrepresentation or omission of
material facts existing at the time of the filing of the applications.

Failure of a privilege holder to pay and/or settle any forestry account, such as,
rental, forest charges, and permit fces, when they become duc and upon prior
notice to the lessec and the Borrower,

Violation of any of the terms and conditions of, or failure to comply with or
perform the obligations imposed in the agrcement, or pertinent laws,*or policies
affecting the cxercise of the privilege granted therein, or any of the provisions of
this Order.

Conducting an opceration in violation of the approved management or operations
plan, or outside the arca covered by the privilege.

Failure 10 providesthe necessary protection, management and development over
the area covered by the privilege granted in his favor.

Illcgal logging within the natural forest.

Failurc 1o excreise the privilege granted within the prescribed period, or, if not
prescribed, within four (4) months from the issuance of the agrecment.
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17.8 Abandonment of the arca as cvidenced by his absence whether actual or
constructive for a period of six (6) months,

Section 18. Finality and Execution of Orders of Cancellation -
The decisions on orders of cancellation of IFMA shall beccome final and cxecutory after
thirty (30) days from rcccipt thercof by the IFMA holder unless the latter files a motion
for rcconsideration or an appceal, as the case may be, with the Office of the Scerctary.

Section 19. Transfers - Unlcss authorized by the Sccretary, and with the
conscnt of the Borrower for arcas covered by sub-loans, no lessce may transfer, exchange,
sell or convey his/her lease agreement or any of his/her rights thercin or any of his assets
uscd in conncction therewith. The lessce may be allowed to transfer or convey IFMA only
on the following conditions:

19.1 Lessce has been in existence for at lcast three (3) years;
19.2 Lessee has not violated any forest laws, rules and regulations;

19.3 Lessec has been faithfully complying with the terms and conditions of the
IFMA;

19.4  Transferce has all the qualifications and none of the disqualifications 10 hold an
[FMA;

19.5 There is no evidence that such transfer or conveyance is being made for purposcs
ol spcculation; and

19.6 Trans{cree shall assumc all the obligations of the transferor.

Section 20, Transitory Provision. - In the interim, whereby the new
identification and delimitation of potential arcas for IFMA have not yet been compleled,
all existing ITP lcascs shall be evaluaicd within six (6) months from the issuance of this
Order and those which have not complicd with the terms and conditions of the lcase shall
be considercd for cancellation and the area covered thereby, if still suitable for IFMA,
shall be opened for bidding. Meanwhile, those active TTPs shall be converted into IFMA
as provided in these regulations.

Section 21. Repealing Clause. This Order repeals/amends provisions of
cxisting rcgulations, Mcmoranda, Circulars, and other 1ssuances which arc inconsistent
herewith.



Section 22. Effectivity, This Order shall take cffect fiftecn (15) days after
its publication in the Official Gazette or in a newspaper of national circulation.

FULGENCIO S. FACTORAN, JR.
Sccretary

NOTE: Annex E Omitted
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ANNEX A

APPLICATION FOR INDUSTRIAL FOREST
PLANTATION MANAGEMENT AGREEMENT

Application No
The Sccretary
Department of Environment and Natural Resources
Visayas Avenuc
Diliman, Quezon City

Sir:

In consonance with the provisions of P.D. No. 705, as amended, Exccutive
Order No. 725, dated Sceptember 9, 1981, and all pertinent regulations in the matier, I/'We
hereby apply for an Industrial Forest Plantation Management Agreement, the particulars
of which arc as follows:

Approximale Arca
[Location

Province -
Municipality/City -
Barrio -
Sitio -

Boundarics

North
East
South
West

[/W¢ understand that the filing of this application docs not convey the right o
eater, occupy or develop the arca applied for until an agreement has been issucd 1o me/us
by the Sccretary of Environment and Natural Resources or his duly authorized
represeniitive.,



The required {ec of P , which 1s NOT rcfundable 1s hercwith
enclosed.

Very truly yours,

(Applicant)

Residence Certificate No.
Datc issucd

Place
Address:
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I1.

[1I.

Iv.

Name of IFMA Applicant:

ANNEX B

OUTLINE OF INDICATIVE IFP
DEVELOPMENT/MANAGEMENT PLAN

INTRODUCTION

DEVELOPMENT OBJECTIVES

A.
B.

General
Specilic

RESOURCES DATA

PLAN OF DEVELOPMENT

A.

Forest Surveys

1.
2.

Boundary Survey and Dclimitations
Timber and Other Forest Products Inventory

Infrastructure Development

1.
2.
3.

Acccss Roads
Officc and Employee Quarters
Watcer System

Nursery Development Program

L) B -

Identilicauon and Sclection of Nursery Site
Site Preparation

Construction/cstablishment of Nurscry Facilitics and Other

Infrasuructure
Specics Sources and Scedling Production Schedule

Plantation Development Program

I.

Annual Planung Program
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1.1 Arca
1.2 Specics
1.3 Maintenance

2. Employment Program
E. Utilization and Product Disposition

1. End Usc
2. Harvest and Transport Systems
3. Dependent Industrics
4. Export Markct

V. Fiancial Resources

VI. Technical Knowhow

VIL Appendices

Maps

History of Arca

History of Applicant

1

2.
3.
4 Others Relevant in the Plan

Submiued by:

{Applicant)
Prepared by/in collaboration with:

(Registered Forester)
Altested by:

(CENRO)



ANNEX C
Republic of the Philippines
Department of Environment and Natural Resources
OFFICE OF THE SECRETARY
Diliman, Quezon City

INDUSTRIAL FUREST PLANTATION MANAGEMENT AGREEMENT
NO.

(Location of the Areaj

This AGREEMENT, madc and cnicred into by and bctween: the
SECRETARY OF ENVIRONMENT AND NATURAL RESOURCES, for
and in behalf of the Republic of the Philippines, hereinafier referred to as the LESSOR,
and _ with rcsidence and postal address at

hercinaflcr referred to as the

LESSEE:
WITNESSETH, THAT:

WHEREAS, the cstablishment of Industrial Forest Plantations is encouraged
as Government policy o accelerate the country's reforestation efforts which shall promote
ccological balance and assurc an adequate supply of timber and non-timber products to
mcet local and forcign demands;

WHEREAS, P.D. 705, as amended, Executive Order No. 725 and other
cxisting laws, rules and rcgulations provide for incentives 1o qualified developers and
operators of Induastrial Forest Plantation;

WHEREAS, the LESSOR and the LESSEE arc dcsirous of entering into this
Industrial Forest Plantation Management Agreement (IFMA);

(LESSEE) (LESSOR)

(WITNESS) (WITNESS) (WITNESS) (WITNESS)
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NOW, THEREFORE, for and in consideration of the foregoing premises, the
LESSOR as Secretary of Environment and Natural Resources and by virfue of the
authority of Presidential Decree No. 705, as amended, otherwise known as the Revised
Forcstry Code of the Philippines, hercby lecases to the LESSEE

_ hectares of public forest land for Industrial
Forest Plantation purposcs covering a period of twenty-five (25) years to expire on
, automatically renewable for another twenty-five

(25) years which land is located at

Sitio/s
Barrio/s
Municipality/ics of
Province of

Philippincs, the description and boundaries of which are shown in the attached sketch
which forms part of this (IFMA).

This IFMA shall be for the planting of timber and/or non-timber products to
supply the requirements of existing and proposcd forest-based (and other related) and/or for
export industrics subject to the following terms and conditions:

1. The LESSEE shall delineate and mark on the ground the boundarics of the
leascd arca and its sub-arcas under the supervision of the DENR within six (6)
months from the issuance of the Management IFMA and shall conserve and
prescerve the monumerits and other land marks indicating corners and outlines
along the boundaries and within the confines of the area covered by this
management agreement.

After the final boundary delincation, the boundaries of the arca covered by this
IFMA shall not be altered or modificd except when public inicrest demands.

(LESSEE) (LESSOR)

(WITNESS) (WITNESS) (WITNESS) (WITNESS)
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To insurc normal balance of forest cover, the LESSEE shall within six (6)
months upon approval of the IFMA, submit a Comprchensive Management and
Devclopment program for the leased arca for approval of the LESSOR which
shall form part of this IFMA apon its approval. No revisions shall be made on
such program without the mutual consent of both partics. All operations and
planting of forest crops, in harmonized combination with secondary crops, shall
follow the schedule in the Development and Management Plan of the area,
Provided, that precautionary measures shall be instituted to minimize surface
run-off, soil crosion and other land imbalance. Non-compliance with such rules
and regulations shall be sufficient ground for the canceliation of this IFMA.

The LESSEE shall plant and raise in the leased area, industrial forest trees
including rattan, rubber, bamboo, ctc., for the production of timber, pulpwood,
and other crops, il found viable.

The Lessec shall plant forest species as main crop and may interplant secondary
crops within the perimeter of the leased area.

The LESSEE shall utilize the lcased arca only for the purpose for which this
IFMA 1s granted.

The LESSEE shall improve and plant at least 30% of the arca herein granted
within thrce (3) years from the cxccution of this IFMA and the balance of the
arca within two (2) years; or in such a way that the whole area can be developed
in five (5) years.

The LESSEE shall protect the leased area from forest fires and other forms of
forest destruction, and to place his employees or workers under the direction of
foresters or other authorized agents of the Secretary of Department of
Environment and Natural Resources, whenever required.

The LESSEE shall submit Scmi-Annual and Annual reports for activities
showing, among others, the number of hectarcs developed during the period,
species planted, survival rate, number and size of nurscries established, kinds of
scedlings ratsed, and other improvements introduced.

(LESSEE) (LESSOR)

(WITNESS) (WITNESS) (WITNESS) (WITNESS)
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10.

1.

13.

14.

The LESSEE shall not unrcasonably impede, obstruct or in any manner
prevent the passage of legitimaie Licensces, lessees, permitees and/or other forest
uscrs and the public, by virtue of the IFMA hercin granted.

The LESSEE shall not construct permanent infrastructure that are not necessary
in the development of Industrial Forest Plantation such as buildings of concrete
and strong materials. Furthermore, road network planned for construction shall
be subject to the approval of the Scerctary,

No trees in the lcased area shall be cut regardless of species, if found within
twenty (20) meiers from banks of rivers or crecks of at least five (5) meters in
width and of public roads. In casc said 20 meter strip is bereft of trecs, same
shall be reforested by the fessce.

Open, denuded, brushland and inadequatcly-stocked arcas atong strcam channels
below five (5) meters in width shall be planted with trees and maybe harvested, if
included in the duly approved Industrial Forest Plantation Development Plan,

The LESSEE shall protect and conserve unique, rare and endangered trees,
palms and wildlifc identilied under existing rules, laws and regulations within the
Icasced arca.

The LESSOR reserves the right to permit, if public intcrest requires, the
opening of such portions of the arca under lease for logging, mining, and other
public right-of-way, which shall not be morc than ten (10) meters wide,
Provided, That the person or entity granted the right-of-way shall pay the

‘‘‘‘‘

occasioned by such opening.

No rental shall be collected during the first five (5) years from date of the
issuancce of the agreement; {rom the sixth ycar to the tenth year, the annual rental
shall be fifty (P0.50) centavos per hectare; and thereafter, the annual rental shall
be onc peso (P1.00) per hectare; Provided, That failire to pay without
justifiable causc the annual rental on or before the end of the first month of the
6th year shall subject the lessee to surcharge based on the amount of the original
rental according o the following schedule:

(LLESSEE) (LESSOR)

(WITNESS)  (WITNESS) (WITNESS) (WITNESS)
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16.

17.

18.

19.

Period % Surcharge

Rental paid from 2nd 1o 3rd month - 10%
Rental paid from 4th to 6th month - 15%
Rental paid from 7th (o 9th month - 20%
Rental paid from 11th to 12th month - 25%

The LESSEE shall not assign or sublcasc the lcased arca or any portion
thercof. Neither shall the LESSEE encumber the leased area in whole or in
part, 1o any lending entity for the purpose of credit financing, without the prior
approval of the LESSOR.

Upon the expiration of this IFMA or its termination when public interest
demands, all permanent improvements introduced shall remain in the area, but
the LESSEE shall be entitled to fair compensation for such improvements
introduced by the LESSEE on the lcascd arca in an amount to be determined
mutually by both thc DENR and the lessce.

The LESSEE shall be entitled 10 compensation to permanent infrastructure
introduced by the LESSEE based on their fair market value as of the expiration
date. The LESSEE may remove the temporary or semi-permancnt Structures,
unless.the LESSOR opts 1o retain them by paying their fair market value as of
the expiration date. The value of the improvements shall be determined mutually
by both parties.

Upon the cancellation of the IFMA through fault of the lessce, the
improvements cxisting thercon shall revert to and become the property of the
government. In case the same is granted to another lessee, such improvements
shall bc appraiscd accordingly, the new grantee shall either rent them or pay the
value thereof.

The IFMA shall terminate upon the death of the lessee. An IFMA may be issued
to his surviving heirs if duly qualified to hold the same in accordance with the
recquirements of this regulation upon filing of an application within six (6)
months from the death of the lessce.

~ (LESSEE) ‘ (LESSOR)

(WITNESS) (WITNESS) (WITNESS) (WITNESS)
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20.

21.

This IFMA maybe renewed for another twenty five (25) years upon filing of an
application for renewal at least six (6) months prior to its expiration. Provided,
finally, that if no renewal application is filed at all, upon the expiration of the
IFMA thereof, the subject forest area shall be considered vacant and its
disposition shall be governed by cxisting regulations.

This IFMA is non-transferable and non-negotiable except when authorized by the
Secretary.

Additional conditions: (For IFMA for plantation development and management of natural
forcst combined)

22.

The LESSEE shall be allowed to cut and utilize naturally grown trees in
adequately stocked natural forest in accordance with selective logging operations
and only after all open, denuded brushland and inadequately stocked arecas have
been developed/planted.

23. The LESSEE shall undertake sustainable and unified management and
protection of natural forest within the leased area.
(LESSEE) (LESSOR)
(WITNESS) (WITNESS) (WITNESS) (WITNESS)
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24. The LESSEE shall strictly observe and/or implement all possible mecasures to
protect areas for cnvironmental purposes.

Quezon City, Philippines

, 19
For and in bchalf of the
Republic of the Philippines
Secretary, DENR (LESSEE)
(LESSOR)
WITNESSES: WITNESSES:

RECOMMENDED BY:

(Regional Executive Director)
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ACKNOWLEDGMENT

REPUBLIC OF THE PHILIPPINES)
QUEZON CITY ) S. S.

In Qucrzon City, thss __ day of , 19 , before me a
Notary Public for and in the said City, personally appeared:

NAME RES. CERT. DATE OF
PLACE OF
NO. ISSUE
ISSUE

Secretary, DENR
(LESSOR)

(LESSEE)

personally known to me and to me known to be the same person who executed the
forcgoing instrument and who acknowledged 1o me that the same is his free act and decd.

This document s an INDUSTRIAL FOREST PLANTATION
MANAGEMENT AGREEMENT NO. _ , covering

parccls of public forest land, consisting of
and cach i1s signed by the LESSOR and has witncsses

and bcars my Notarial Scal.

Wiincss my hand and official scal, on the date and place first above writien.

Notary Public

Doc. No.
Pagc No.
Book No.
Scrics of 19
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IL.

If1.

iv.

OUTLINE

ANNEX "D"

OF INDUSTRIAL FOREST PLANTATION

COMPREHENSIVE MANAGEMENT AND DEVELOPMENT PLAN

Preparation, Review and Approval Sheet

Location Map

Summary of Plan

Description of the Plantation Arca

Development Plan

1.
2.
3.

Survey and demarcation of boundary
Infratructurc to be introduced
Nurscry Work Program

3.1
3.2
33
3.4
3.5

3.6

3.7

Seed specics

Source of sced

Scedling production schedule

Size and capacity of nugscry/fics

Source of water, specifying water development activitics, such
as dams, calchment basins, irrigation, elc.

Sources and shedule of application and other inputs, such as
fcrilizers, chemicals, limes, clc.

Schedule of application of machincrics, equipment, tools, cic.
and construction ol supporting buildings, sheds. and other
infrastruclurcs.

Plantation Work Program

4.1
4.2
4.3
4.4

4.5

4.6

Numbcr of compartments or blocks

Arca of cach compartment or block

Final crop specics to be planted in cach compartment/block
Numbcr and spacing of the [inal crop specics 10 be planted in
cach compartment or block

Schedule of planting indicaling target ddl(‘ of the start of
operations and completion in cach comparntiment/block

Pcriod of maturity of the final crop species
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VI

VIL

VIl

IX.

4.7

4.8

4.9

4.10

4.12

4.13

4.14

Land prcparation activilics in cach compartment/block
including, if to be undertaken, the planting of secondary
specics and other soil conditioners and primary crop protectors.
Source and number of secdlings to be introduced in cach
compartment or block with allowance for mortality.

Source of water, specify water development activities such as
catchment basins, dams, irrigations, ctc.

Seurce and application schedule of other inputs such as
fertilizers, chemicals, cte. required in each compartmenti/block;
and

Source and schedule of use in cach compartment/block of
machincrics, cquipment, tools, cic.;

- with further information on the following:
Maintenance of plantation, such as replanting, weeding, and
mulching, ctc.

Protection of plantation such as patrolling, cstablishment of
checkpoints, firebreaks, green-belts, fire towers, and protection
measures against pests and diseascs.

Such other information relevant Lo the decvelopment,
rchabilitation, planting and replanting activitics.

Utilization and Production Disposition

1
2
3.
4

Harvesting Mcthods
Transportation

~ Processing Plani/s and/or wood using industry/fics supported

Marketing

Implementing Organization

1.
2.
3.

4.
5.

Ghant Chart showing development schedule

Corporatc Structure

Structurc of implementing division or department such as its forestry
department

Total personnel and payroll

Dutics of key personncl

Financial Feasibility, particularly budget, sources of funds and schedule of
application

Required Appendices or Annexcs
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