Administrative Order
No. 40
August 16, 1991

SUBIJECT: Procedures on the Collection and
Remittance of the Two Percentum (2%)
Replenishment Contribution to UNRFNRE
from Ores Extracted or Shipped-out in
Dinagat Island, Surigao del Norte

_ Pursuant to the Project Agreement dated 2 March 1988, executed by and between
the Republic of the Philippines, represented by the Sceretary, Department of Environment
and Natural Resources (DENR) and the United Nations Revolving Fund for Natural
Resources Exploration (UNRFNRE), for mineral explorations in Dinagat Island, Surigac
del Norte, the following procedural guidelines on the collection and remittance of the iwo
perecentum (2%) replenishment contribution for the UNRFNRE arc hereby promulgated
for the information and guidance of all concemcd:

Section 1 - Coverage. As cmbodied in thc Mincral Production Sharing
Agrcement (MPSA) and Small Scale Mining Permit (SSMP), the obligation to pay or
remit the 2% rcplenishment contribution to the United Nations Revolving Fund for
Natural Resources Exploration (UNRFNRE) shall cover all holders thercof operating
within thc UNRFNRE arcas in Dinagat Mincral Rescrvation as shown in Appendix 1
hereof. The obligation shall likewisc cover future awardees/holders of such
agrcement/permit.

Section 2 - Definttion of Terms. The following tcrms as used in this
Ordcer shall refer 1o the following:

2.1 Surigao Mineral Reservation Monitoring Team or SMRMT - a
group composcd of representatives from the Mines and Geosciences Burcau and
the DENR Regional Office concerned which shall monitor all shipment of
mineral ores and other mining activitics within UNRFNRE areas;

2.2 Provincial Environment and Natural Resources Office or PENRO
refers to the office in Surigao City which shall be responsible for the collection,
deposit, recording, reporting and disbursement of the 2% replenishment
contribution to UNRFNRE;

2.3 Philippine National Bank or PNB rcfers to its branch in Surigao City
which is the authorized government depository bank of all contributions to
UNRFNRE;
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2.5

2.6

2.7

Mines & Geosciences Bureau or MGB the monitoring and verifying
office;

United Nations Revolving Fund for Natural Resources
Expiloration or UNRFNRE - an international body which shall be the
recipient of the 2% replenishment contribution;

Applicant - pcrmiltces, traders, and mining companies (or their duly authorized
representatives), granted by the government the right to produce any "reported
mincral” within the UNRFNRE areas and thc payor of the 2% replenishment
contribution;

United Nations Development Program of UNDP - the body based in
the Philippines which shall receive all contributions in behalf of UNRFNRE.

Section 3 - Accounting Guidelines and Procedures. The accounting of the 2%
contribution shall be governed by the following guidelines and procedures:

3.1

3.2

33

3.4

3.5

3.6

The amount of 2% replenishment contribution shall be based on the gross or cx-
minesite value of the extracted orc which is also used as basis for computing the
excisc tax;

The payor shall pay the computed amount directly to the PENRO;

The PENRO Collecting Officer shall issne a duly accounted and separate series
of government official reccipts;

The collections shall be deposited in a separate trust account to be opened at the
Philippinc National Bank (PNB) branch in Surigao City as the authorized
government depository bank;

The PENRO Collecting Officer shall prepare a separate Monthly Report of
Colicctions for submission to thc PENRO Accounting Unit. A legible copy
thereof shall be submitied by the PENRO to the Mines and Geosciences Bureau
MGB),

A duly-approved disbursement voucher and signed check shall be prepared to
cffcct the payment of the quarterly replenishment contributions within ninety
(90) days alter the end of cach calendar quarter;
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3.7

3.8

3.9

The check remittance shall be forwarded to the MGB for transmitial/endorsement
to thc UNRFNRE thru the UNDP Resident Representative in Manila;

An official receipt shall be issued by the UNDP Finance Officer; and

The PENRO Accountant shall maintain the following scparate special journals:
a. Journal of Collections and Deposits; and

b. Journal of Checks Issucd.

He shall likewisc maintain a separate trust liability account - 8-84-900
(184) - UNRFNRE in the general ledger under the General Fund - 101.

Section 4 - Internal Control Requirements. In order to accelcrate the

remittance of all the collections o the UNRENRE, compliance to the following internal
proccdures arc hereby required:

4.1

4.2

4.3

All payments shall be madce in check payable 1o PENRO-UNRFENRE and crossed
with two (2) diagonal lincs on the upper left corner of the check and marked "For
Deposit Only to Payec's Account”. Cash payments may be allowed but shall be
limited only 10 2 maximum ol Ten Thousand Pesos (P10,000.00) for payments
madc by small-scalc miners.

All cotlections shall be deposited intact to the PNB Branch in Surigao City
immcdiatcly the following banking day. All checks collected shall be stamped
"For Deposit Only to PENRO-UNRFENRE Account No. " at the back of
the check.

The designated Collecting Oflicer/Cashier shall post a bond cquivalent or
commensurate 1o the expected total amount of collections.

Section 5 - Systems and Procedures. In accordance with Joint Circular

No. 9-81 dated October 19, 1981 cntered into by and between the then Ministry of
Budgct, Ministry of Finance and the Commission on Audit, the following sysicms and
procedurcs on the collection, disbursement, remitlance, recording, monitoring and
reporting shall be observed:

5.1

Collection System

o
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5.1.1

5.1.4

5.1.5

5.1.6

5.1.7

The Applicant submits a duly filled-up application form for the
issuance of a Certificate of Origin of Mincral Ores (COMQO) 10 the
SMRMT Ficld Station or PENRO.

The SMRMT Action Officer checks the application and certifics 1ts
accuracy particularly the declared volume and value of the mincrals to be
shipped. Thercupon, he shall compute the 2% replenishment
contribution based on Scction 4.1 hercof.

Therealter, the SMRMT shall issue an Order of Payment to
the Applicant which shall bc coursed through the PENRO
Accounting Unit for indication of Fund and Account Codes.

Upon presentation of the Order of Payment to the designated PENRO
Cashicr, thc Applicant shall pay thc computed 2% rcplenishment
contribution.

The designated PENRO Cashicer receives the payment and issucs a
government official reccipt to the Applicant.

The Applicant presents the official receipt o the PENRO Technical
Officer, duly designated by the PENR Officer to process and issuc the
COMO. ‘

The designated PENRO Technical Officer verifics the official receipt and
records the number in bis logbook. Thercaller, a COMO shall be issucd
to Applicant.

Aller payment of the contribution, the Applicant shall present the
official receipt to the SMRMT Action Ofticer who shall then proceed 10
prepare the corresponding Permit to Load for the signature of the
PENR Officer pursuant (o the provisions of Section F paragraph 3.5 of
DENR Administrative Order No. 38, Scrics of 1990, as amended.

At the cnd of cvery month, the PNB shall submit to the PENRO a
report on its Statement of Deposits. Based on such report, the PENRO
Accountant shall prepare @ monthly bank reconciliation statement.

Disbursement
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5.3

5.4

52.1

522

5.2.3

524

The designated PENRO Cashicr preparcs a disbursement voucher and a
commercial check drawn to PNB for ali disbursement out of the
maintained trust fund.

The disbursement voucher shall be approved and signed by the
following authoritics:

a. Designated SMRMT Officer - recommending approval,

b. PENR OfTicer - approval; and

C. PENRO Accountant - certifics as 10 the availability of funds
The signatorics 1o the disbursement voucher and check shall be
governed by the provisions of DENR Administrative Order No. 38,

Scrics of 1990, as amended.

The check should be addressed 10 UNRFNRE thru the UNDP Resident
Representative,

Remittance

5.3.1

5.3.2

533

534

A legible certificd photocopy of signed disbursement voucher and check
shall be forwarded 1o MGB for verification,

The MGB Director shall approve the release of the check to UNRFNRE
thru the UNDP Resident Representative.

The UNRFNRE, thru UNDP Resident Representative, shall issue an
official reccipt as acknowledgement of the receipt of all collections,

The MGB shall forward to the PENRO Accountant the original official
receipl issucd by UNDP Resident Represcntative retaining a photocopy
thercol for its record and file. Said receipt shall be atiached by the
PENRO Accountant to the original disbursement voucher for post audit

purposes.

Recording

54.1

The PENRO Accountant shall maintain a scparaie sct of books 10
rccord all collections;
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54.3

The PENRO Accountant rccords all collections in a Journal of
Colicctions and Deposits based on the Report of Collections submitied
by thc PENRO Cashicr. He shall likewisc encode such information in
index cards arranged according to payor for casy reference.

The PENRQO Accountant records all disbursement and remittance in a
Journal of Checks issucd by Disbursing Officer bascd on thc monthly
rcport of the checks submitted by the PENRO Cashicr. The same
information shall also be entered in index cards arranged according to
payor.

5.5 Reporting

5.5.1

5.5.2

55.3

554

5.5.5

5.5.6

The PENR Officer shall submit 1o the MGB a monthly report of
shipment of mincral orcs and COMO issucd Applicants.

The PENR Officer shall submit to thc MGB a monthly rcport of
collections per Applicant and official rcceipts issucd to the MGB.

The PENR Officcr shall submit to the MGB a quarterly report of
collections and shipment of mineral orcs by Applicant. These reports
shall support the disbursement vouchers and checks prepared quarterly to
remit the 2% replenishment contributions 10 UNRFNRE.

The PENRQO Accountant shall submit to MGB a copy of thc Monthly
Trial Balance which.shall clcarly show the Trust Liability Account [or
thc UNRFNRE Trust Fund.

The MGB shall verily and compare all reports, vouchers, checks and
other documents receaved from the PENRO.

The MGB shall retain duplicales and photocopics of all documents sent
by thc PENRO for filing and rccord purposcs.

The accounting of all collections shall be carricd out following the illustration
shown in Appendix 11,

Section 6 - Monitoring, Thc MGB, in coordination with the members of
the SMRMT at thc PENRO shall, on a rcgular basis, monitor and verily the accuracy of
the reportcd mincrals cxtracted and shipped from the UNRFNRE mincral arcas as shown
in a map on Appendix [ of this Order; Provided, that nothing herein shail be construed
lo prevent the team {rom ascertaining the true valuc of the mincral previously shipped or
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disposed of and thercafter proceed to assess and collect from the permitiee/shipper the
deficit on the 2% replenishment contribution fee thru the issuance of an Order of Payment
by thc SMRMT Action Oflicer.

Section 7 - Duration of 2% Collection for UNRFNRE
Replenishment Contribution. The two percentum (2%) replenishment contribution
of mining permittecs shall be payable for a period of fiftecn (15) years or until such timc
that the total recoupment of all the cxploration expenscs incurred by UNRFNRE,
whichever comes first, shall have been recouped. In such a case, rccording shall
commence {rom the date of the first officially recorded production or shipment of "reported
mincral” from thc UNRFNRE 1arget arcas by the SMRMT, Further, in no casc shall
the contribution exceed the Maximum Replenishment Contribution provided for
under Scction 4.07 of the Project Agreement.

Section 8 - Audit Requirement. The Resident Auditor of the Commission
on Audit and the UNDP Auditor shall regularly check and audit the books and records
maintained by the PENRO and MGB.

Section 9 - Amendments. Any subscquent amendments to the provisions of
this Order shall be made effective only upon approval of the Sccrctary upon the
rccommendation of the DENR-UNRFNRE Project Committee.

Section 10 - Date of Effectivity. The cffectivity of this Order shall be
retroactive from the {irst date of officially recorded extraction/shipment of any reported
mincral in the UNRFNRE cxploration arcas, by legal small-scale mining permiices or
companics whosc permits/coniracts cxplicitly obligate them to pay the 2%
Replenishment Contribution to UNRFENRE alter December 31, 1989.

FULGENCIO S. FACTORAN, JR.
Secrelary

NOTE: Appendices Omitied



