Administrative Order
No. 20
April 25, 1991

SUBJECT: Guidelines on the Confiscation, Seizure,
and Disposition of Illegally-Sourced
Minerals/Mineral Products

Pursuant to the provisions of Presidential Decree No. 1281, Presidential Decree
No. 463, Exccutive Order No. 192, and other pertinent laws, rules, and regulations, the
following guidelincs and procedures in the arrcst of offendcr(s) and confiscation, scizure,
and disposition of mincrals/mincral products cxtracted, removed or disposed of without
any authority arc hereby issucd for the information, guidance and compliance of all
concerned:

Section 1. Definition, For purposcs of this Order, mincrals/mineral
products shall mean all naturally occurring inorganic substances in solid, liquid, or any
intermediate state. Soil which supports organic life, sand and gravel, guano, pectrolcum,
geothermal energy and natural gas arc included in this term but arc governed by special
laws. Mincrals/mincral products such as ores, aggregaltes, sand and ccramic raw materials
arc also included.

Iltegally-sourced mincrals/mincral products arc thosc which arc mined,
extracted, removed, and or disposcd of without authority or permit under cxisting mining
laws, rules and regulations.

Section 2. Documents Required in the Transport of
Minerals/Mineral Products. The transport of all minerals by a
permittee/licensee/lessee, production sharing agreement holder (herctofore stated as
contractor, non-perniittec/licensee/lessce/ contractor) must be accompanicd by the
following documents:

a) For non-metallics - Delivery Receipts;

b) For mctallics - Certificate of Origin of Mincral Orc (COMQO)- ANNEX "A"
Prior 1o the issuance of Declivery Reccipls, transporters must first secure

accreditation certificale with the concerned DENR Regional Office. Guidelines thercfore

arc contained in DENR Administrative Order No. 21, Serics of 1991,

Section 3. Basis of Arrests and Confiscations - Absence of any of the
foregoing documents shall be considered as prima facie cvidence of illcgal mining and
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this shall causc the scizure of the mincrals/mincral products and the tools and cquipment
including conveyance used in the commission of the offense in favor of the government
pursuant to PD 1281, subject to further investigation. If it 1s found that the
mincrals/mincral products scized have been mined, exiracted or removed without any
permit or authority under cxisting mining laws, rules and regulations, final confiscation
can be effected to be tollowed by the filing of the complaint. DENR officers which
include the Regional Executive Dircctor (RED), Regional Technical Director (RTD),
Provincial and Community Environment and Natural Resources Officers
(PENROs/CENROs), and other DENR personnel duly authorized by the Secretary or his
duly authorized representatives shall have authority o arrest offenders and scize/confiscate
illcgally-sourced mincrals/mincral products and the tools, cquipment and conveyances uscd
in the commission of offensc.

Section 4. Execution of Sworn Statements - Immediately after scizurc
of the minerals/mineral products together vith the 100ls, conveyance/s and cquipment
used in the commission of the offense, the  pprchending DENR officer shall exccute his
sworn statement/affidavit surrounding the facts of the case in the form hercto attached as
Anncx "B". He shall also take the aftidavits or statements of witnesses, if any, in the
form hercio attached as Annex "C".

Section 5. Assessment and Issuance of Seizure Receipt - The kind,
volume or quantity of the scized mincrals/mineral products shall be determined
immediately and the assessment thercol shall be based on the gross volume or weight
without benefit of deduction for nawral defects, after which the corresponding scizure
rcceipt shall be issucd by the signing DENR officer duly acknowledged by the
apprehended person/s or party/ics. In case the apprehended person/s or party/ies refuse to
acknowlcdge, the focal authority may attest as to the veracity of the seizure receipt.

Section 6. Custody of the Seized Minerals/Mineral Products,
Tools, Conveyances, and Equipment - This shall be made 1n accordance with the
following procedures:

a) In cases of apprehension by the DENR ficld officer, the mineral products, tools,
cquipment and conveyance/s used shall be deposited with the ncarcst
CENRO/PENRO/RED olfice, as the case may be and wherever it i1s most
convenicent, {or safckeeping. If the transfer of the seized products to the aforecited
offices is not immediately {casible, the same shall be placed under the custody of
any licenscd mine operator or the nearcst focal public olficial such as the
Barangay Captain, Municipal/City Mayor, Provincial Governor or the
Philippinc National Police (PNP), at the discrction of the confiscating officer
taking into account the safely of the confiscated items. The apprehending officer
is authorized to seck assistance from licensed mine operators 10 provide
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transportation facititics for the transfer of the confiscated items from the place of
apprchension to the place of custody. In any event, the custody shall be duly
acknowledged and receipted by the official taking custody thereof.
PROVIDED, howcver, that in the case of scizurc/confiscation by the DENR
Central Office, the casc shall be referred to the CENRO/PENRO/RED concerned
for further investigation and disposition.

In cascs of apprchension by the PNP, Economic Intclligence and Investigation
Burcau (EIIB), Coast Guard, and othcr government law enforcement agencies, the
apprchending agency shall notify the ncarcst DENR Office and turn over the
seized items to the CENRO/PENRO/RED as the casc may be for proper
investigation and disposition.

For confiscated gold and other precious metals, the CENRO/PENRO/RED, as
thc casc may be, shall first determine if they conform with Central Bank (CB)
specifications or requirements for acceptance (see Annex "E" hereof). If the
confiscated gold satisfies the minimum weight requircments but it docs not
conform with the physical requircments, the said metal shall be delivered by
accountable officer escorted by security officers to the ncarcst DENR Metalturgy
Office for processing. In cases where the weight requirement is not satisfied, the
Chicf Cashicr/Accountant of the CENRO/PENRO/RED office conccrned shall
storc the confiscated metal in a safc deposit box of the ncarcst reputable banking
institution duly accredited by the DENR Regionat Officé. Once the inventory of
metals rcachcs thc minimum CB weight spccifications, the Chief
Cashicr/Accountant shall turn over the confiscated gold to the Metallurgy Office.
The latter shall wrn over immediately after processing into salcable forms the
mctals to the Chief Cashicr/Accountant. In cach turnover, accountability is
ransfcrred through Memorandum Receipts.

Section 7. Filing of Complaint - The CENRO/PENRO/RED, as the casc

may be, shall file the complaint with the proper court for violation of Sec. 78 of P.D.
No. 463, as amendced in the form hereto attached as Annex "D".

)
b)

<)

The following documents should be attached to the complaint:
Sworn statement of the apprchending/arresting officer (Anncx "B”);
Affidavits of witncsses, if any (Annex "C");

Copy of the seizure receipt;
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Photographs showing the minerals/mincral products seized including the tools,

“equipment, and conveyances used in the commission of the offense.

Section 8. Referral of Complaint - Immediately after the complaint is

filed, the CENRO/PENRO shall transmit copy of the complaint and all supporting
documents to the Regional Office for proper handling and disposition, copy furnished the
Assistant Sccretary for Legal Affairs.

Section 9. Disposition of Confiscated Minerals/Mineral Products

- The disposition of confiscated minerals/mineral products shall be handled in accordance
with the following procedure:

a)

b)

0

The CENRO/PENRO/RED, as the case may be, or his duly authorized
representative(s) shall expeditiously sell at public auction and/or dispose in
accordance with existing laws and regulations all confiscated minerals/mineral
products except the following:

i) Those subject of judicial proceedings where ownership of the minerals
is at issue until proper authority is obtained for their disposition from
the court where the case is pending;

i) Those carmarked for donation to other government agencies;
iif) Thosc determined by the DENR for its own needs.

For confiscated gold and precious metals, there shall be no bidding as the same
shall be sold directly to the Central Bank. The sale shall be made as follows:

i) If confiscated metals conform with CB specifications, the
CENRO/PENRO/RTD/RED concemned shall prepare a letter of intent or
advice to sell confiscated precious metals addressed to the nearest CB
Buying Station Director or Administrator.

it) The Accountable Officer escorted by security officers shall finally
deliver said metals together with the letter/advice to the Central Bank
Buying Station and reccive payment therefor.

Conlfiscated mincrals/mineral products except gold and other precious metals
shall be disposcd of through a Committee on Bids and Awards on Confiscated
Mincral Products which, in all cases, shall bc composed of the Head of DENR
ficld office responsible for or having custody over the confiscated minerals or his
duly authorized representative as Chairman and Local Government and accredited
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non-govermment organization (NGOs) representatives and COA representative as
members.

In cascs of confiscated mincrals/mincral products that arc the subject of court
cases, cspecially those that casily deterioraie like pumice and clay,
representations with the proper court shall be made for the immediate disposition
thereol through public auction. The proceeds of the sale shalt be deposited as the
court dirccts and the same shall be awarded by the latier basced on the final court
decision. The procedures in handling the sale of confiscated minerals/mineral
praducts through public auction arc as follows:

i)

Invitation to Bid - The Chairman of the Commitice on Rids and
Awards on Confiscated Mincral Products shall issuc an invitation o bid
in the prescribed format, attachied as Annex "F" hereof containing the
following:

a. Invitation number;

b. Place, date, and time of opcning of bids;

C. Quantity of mincrals/mincral products;

d Accurate description and specification of mincral products;
C. Terms and conditions including the floor price;

{ Bond rcquircments;

g. Government's right to accept and reject bids;

h Instruction to bidders, and

i Bid proposals.

The assessment ol the current market value of the
mincrals/mincral products shall be made by the Committee bascd on
updated price indices.

Posting and Publication - The Invitation to Bid (Annex "F") shall
be posted in at lcast three conspicuous places tn the concerned DENR
office, municipal buildings and other public places. In cases where the
valuc of the minerals/mincral products is at least P50,000.00, the
Invitation shall be published in at least two (2) newspapers of general
circulation for three (3) consceutive days, the last publication of which
shall be fifteen (15) days before the opening of the bids. In cases where
the value is less than P50,000.00, the posting of notices at Icast thirty
(30) days belore the opening of the bids shall be sufficient. In addition,
a leucr of invitation to bid shall be sent 1o prospective bidders such as
legitimate mining/quarry licensees, permitiees, lessecs, operators,
dealcrs, traders, and operators of mincral processing/bencficiation plants.
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i)

In casc of rebidding, the Invitation to Rebid shall be published
in the same newspaper of general circulation at least once every weck
for three (3) consccutive weeks, the last publication of which shall be
onc (1) week before the scheduled rebidding.

If after a rebid, no qualificd bids arc submitted, negotiated bids
may be authorized by the DENR Sccretary.

The Scerctary may also authorize negotiated bidding in cascs
when social cquity 1s involved.

The Regional Exccutive Director, upon prior clarification with
the Undersecretary for Ficld Opcrations, may segregate the bidding into
small lots. It is undersiood that the cost of bidding shall be deducted
from the bidding price.

Accreditation of Bidders - The Commitice, mecting on quorum,
shall not honor the offer or proposal of any bidder unless he has
formally submitted an application therefor under oath containing,
among others: name and address, citizenship, nature of business, and
statcment that he has not commitled any of the following grounds for
disqualification:

a. Involvement in a crime related to business, commerce, and
trade, as well as for hoarding and profitcering; and

b. Decliberate error or omission i the bid tender.

In addition to the forcgoing rcquircments, the prospective
bidder shall submit proofs that he is cither a legitimale mining/quarry
licensce, permiuce, Iessec, operator, dealer, trader, or operator of a
mincral processing/beneficiation plant,

In no case shall the person from whom the mincrals/mineral
products were confiscated qualify as a bidder.

The DENR Officers concerned shall develop and implement an

ID Card system for buycrs and agents to safcguard against
misrepresentation.
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vi)

Pre-Bid Conference - If necessary, the Committce may hold a pre-
bid conference to clarify or explain doubts or ambiguitics on the
specifications or conditions in the Invitation to Bid. The pre-bid
conference shall not be used as an occasion for amending, modifying, or
revising advertised specifications and conditions.

Deposit - All biddcers shall be required to deposit an amount cquivalent
10 ten (10) percent of the amount of bid in cither cashier's or manager’s
check in the name of the DENR Sccretary, which deposit shall be
rcturncd to the losing bidder after the award is announced. In the casc of
the awardee, the deposit shall be automatically converted into partial
payment. Failure of the awardec to remit/pay the balance of the amount
of bid on or before 2:00 in the afternoon of the third working day from
the datc of the sale will render the award to him as nuil and void, and
the deposit shall be forfeited in favor of the government. In such an
cventuality, the second highest complying bidder shall be considered for
the award provided that his bid is at least 75% of the highest bid but in
no casc less than the floor price for mincrals/mincral products. These
rules shall apply to the third highest bidder in case of rcfusal on the part
of the sccond highest bidder, and so on.

Opening of Bids

a. Sealed Bids - All scaled bids shall be submitted to and
rcceived by the Chairman, Committce on Bids and Awards on
Confiscated Mincrals/Mincral Products only on the date, time,
and place for opening of the bids as indicated in the Invitation
to bid. Biddcrs or authorized representatives may witness the
procecdings. Aficr the bid tendcers arc opened, all copics shall
be properly identified and initialed by the Committee members
and shall be recorded in the appropriate record book by the
Secretariat of the Committee.

b. Postponement - No opcning of any bid shall be postponed
by the Commitiee. However, in casc there is only one (1)
bidder, the bidding shall be postponed and rescheduled by the
Committec. Morcover, if there is more than one (1) bidder and
the date sct for the opening of the bids (alls on a declared legal
holiday, the bids shall be opened on the following working day
at the samc time and place specificd in the invitation to bid.
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vii)

viii)

Section
Minerals/Mineral Products from the Place of Apprehension to a
Depository Area - All cxpenses to be incurred in the hauling and transport of the
scized mincrals/mincral products from the place of apprchension to a depository area shall
be added to the valuc ol the mincrals/mineral products to be bidded and included in the

c. Late Bids - Bids submitted after the scheduled time of
opening shall not be accepted by the Committee Chairman.

d. Correctness of Bids - Afier the bids are opened, no bidder
shall be allowed to make any correction, alteration, or
improvement on his bid.

I

Abstract of Bids - The offers submitted by the bidders shall
be abstracted in the prescribed form which shall be certificd as
1o its correctness and authenticity by the Commitice. The
abstract shall serve as the guide in the evaluation of the offers
by the Committce.

Appreciation of Bids - Bids submiticd which are not signed nor
covered by the required bond or does not meet all the requircments shall
be declared as "NO BID" (o be signed by the Commiticc members.

Bases of Award - Award shall be given to the most advantagcous
olfer. In case of a tie, the bidders shall submit another scalcd bid
immcdiately after the Committee declares a tic and the bids shall
likewisc be opened, after which the Committce shall prepare the
abstract of quotations and its order of award.

A certificate of disposal of the mincrals/mincral products seized
indicating the quantity, type, and amount of specific laxes and penaliics
duc thercon, together with five (5) copics of the auxiliary invoice shall
be prepared [urnishing a set of copics thercof to the following:
Underscecrctary for Ficld Operations, Regional Exccutive Director,
PENRO, CENRO, and representatives of the local government
concemned and COA.

Notification of Awards - Thec Commitice shall prepare and send
the award order or notification to the winning bidder. The award order
shall serve as the permit of the awardec to remove, transport, and
disposc the mincrals/mineral products subject of said award.

10. Expenses in the Transfer of the Seized
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minimum bid pricc. These expenscs shall be reimbursed as administrative costs not 10
exceed the cquivalent of ten percent (10%) of the total proceeds of the sale.

In cascs of mincrals/mincral products that are subject of court cascs and
sold/disposcd at public auction upon proper representations with the court, the cxpenses
to be incurred in the bidding and transport of the seized minerals/mincral products from
the place of apprehension 1o a depository arca shall likewisc be added to the value of
minerals/mincral products to be auctioned and included in the minimum bid price.

For mincrals/mincral products that arc subjcct of donation 1o other government
agencies as rcferred 10 in Item (1), letter (a) of Scction 9 hereof, the expenses o be
incurred in the hauling and transport of the scized minerals/mineral products shail be
shouldered by the concemed donec/s.

Section 11. Remittance of Proceeds of Sale - The proceeds of sale of
confiscated mincrals/mincral products, after deducting all administrative costs related 1o
the confiscation of the minerals/mineral products and their disposition shall be remitted
by the Chairman of the CBACMP 1o the DENR Secretary either in the form of Cashicr's
or Manager's check immediately upon reccipt of the full payment of the bidded mincral
products.

Section 12. Reporting
a) Individual Cascs/Report.

Confiscation/scizure/impounding shall be reported immediatcly by the
apprchending officer to the CENRO/PENRO/RED within twenly-four (24) hours
who shall then send a report o the next higher officer. A detailed report by the
apprchending officer must be submitted within three (3) days from the datc of
seizure indicating actions taken thercon. If the confiscation/scizure is made with
personnel from the Regional Office, the same procedure shall be {ollowed by a
report of the Regional Exceutive Director concerned to the Undersceretary for
Ficld Opcrations.

b) Monthly Report
i) A monthly confiscation rcport shall be submitted by the

CENRO/PENRO to the RED togcther with the status of the confiscated
mincrals/mincral products.



1) The RED shall consolidate the monthly confiscation reports of all the
CENROs/PENROs under his region and in turn forward the samc to the
Undersccretary for Ficld Operations.

¢) Quartcrly Report

The RED shall submit to the DENR Sccretary through the Undersecretary for
Ficld Opcrations a quarterly report of confiscaicd mincrals/mineral products
within the region.

Section 14, Repealing Clause - All policics, memoranda, rulcs and
regulations which arc inconsistent with this Order are hereby repealed and/or amended
accordingly.

Section 15. Penalty Clause - Violation of any of the provisions of this
Order, shall be penalized in accordance with Section 78 of PD 463 and other cxisting rules

and regulations pertinent thercto.

Section 16. Effectivity - This Order takes effect fifteen (15) days afier
publication in a newspaper of genceral circulation.

FULGENCIO §. FACTORAN, JR.
Secretary

NOTE: Anncxes Omited



Administrative Order
No. 21
April 25, 1991

SUBJECT: Guidelines on the Accreditation of
Processors, Traders, Dealers and Retailers
of Minerals/Mineral Products and By-
Products

In consonance with the provisions of Exccutive Order 192 and other pertinent
laws, rules and rcgulations, the processors, traders, dealers and retailers of
mincrals/mincral products/by-products who are not holders of mining permit/license/duly
registered operating agreement are henceforth required to be accredited by this Department.
To cffectively implement this, the following guidelines and procedure arc hereby issued
for the guidance and comptiance of all concemed:

Section 1. Definition - The tcrm "mincral” shall includc all mineral and
ores including construction matcrials such as raw sand, gravel, wash out pebbles and
filling materials. Semi-processed mineral products such as but not limited to rock or
concrete aggregates, unpolished decorative stone (such as marble, granite, or limestone)
tiles and slabs, metallic orc concentrates or tailings, smelter slag, cathodes, ingots,
billcts, blooms, unrcfined precious metal bars or bullion, agricultural and industrial lime
arc covered by this Order. Exempied are finished/manufactured mincrals and metal products
such as cement, transit mixed concrete, ceramics, polished decorative stonc tiles, refined
or alloyed mctal sheets, wircs, bars, beams, plates, refined precious metal bars, jewelry or
omaments and other mincral products in their (inal form or stage of manufacture and ready
for consumption by cnd-uscrs.

Section 2. Requirements for Accreditation - The following documents
shall be submiticd by the applicants:

a) Duly accomplishcd application form as prescribed in Annex "A™ hereof;

b) Copy of the permit/license/mining rights of the supplicr/source of
mincrals/mincral products/by-products or copy of Ceriificate of Accreditation in
case the source of materials is a processor, trader, dealer or retailer;

c) Proof of lcgal source or supply as supported by any of the following documents:

c.1 Supply contract/agreement with a permitiee/licensce/accredited dealer
producing the specificd minerals/mineral products/by-products;
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c.2 Affidavit exccuted by a permiltee/licensee/accredited dealer to the effect
that he/she is willing or currently selling and will continue to scli or
supply the applicant with thc mincrals/mincral products/by products
specified in the application;

c3 Dclivery or Purchasc Receipts issucd by a permittec or licensee or
previously accredited dealerftrader; and

cd Certificate of Origin of Mincral Orcs (COMO) or Bill of Lading which
clcarly indicates that the applicant is the consignee of a permitice or a
duly accredited dealer/trader/shipper.

Section 3. Procedure for Accreditation - The following procedurcs shall

be observed on the issuance of the Certificate of Accreditation by all concerned:

3.1

32

33

Power o issuc Certificates of Accreditation - The PENRO/CENRO who
exerciscs territorial jurisdiction where applicant’s business address is located shall
issuc the certificate as exhibited in Annex B hercof. The Regional Technical
Dircctor for Mincs may issuc the certificatc in cascs where the ncarcst PENRO
or CENRO Officc is inaccessible, or travel by the applicant may be too
prohibitive.

Standard Operating Procedure for Processing of Applications:

a) PENR/CENR Officc receives and dates application upon payment of the
required fecs;

b) PENR/CENR Officer (or his dcputics) evaluates application and
validates supporting documents;

©) PENR/CENR Officcr issucs certificates or rcjects application bascd on
merits;

The PENRO/CENRO shall regularly submit list of accredited processors, traders,
dcalcrs and retailers of mincrals/mineral products and by-products to the RED (cc:
Dircctor of Mincs and Gceoscicnees) who will transmit the same to the
Undersecretary of Field Operations Office;

Section 4. Fees - An application and filing fcc of P100.00 shall be collecticd

from cach applicant,



Section 5. Effectivity and Validity of the Certificate of
Accreditation - The Certificate of Accreditation shall be effective from the date of its
issuance and shall be valid for a period of onc (1) ycar renewable for the same period.

Section 6. Confiscation, Apprehension and Disposition of Seized
Mineral Products. Shipments of mincrals/mincral products, and by-products by non-
accredited traders and other illegal sources may be apprehended, confiscated and disposed of
in accordance with the provisions of DENR Administrative Order No. 20, Series of 1991,

Section 7. Penal Provisions - Pcnal provisions under DENR
Administrative Order No. 20, Serics of 1991, PD 463 and other pertinent laws, rules and
regulations shall also apply to those apprechended and found liable undcer this Order.

Section 8. Repealing Clause - The provisions sct forth in this Order shall
supersede all other provisions in orders, memoranda, circular and other rules and

regulations inconsistent herewith,

Section 9. Effectivity Clause - This Order shall 1ake effect fiftcen (15)
days {rom the date of its publication in a newspaper of gencral circulation.

FULGENCIO S. FACTORAN, JR.
Sccretary

NOTE: Anncxcs Omitted



Administrative Order
No. 26
May 15, 1991

SUBIJECT: Suspension of Registration of Mining
Claims and Other Applications for Mining
Rights in Certain Areas Within the
Municipality of Basud, Camarines Norte

Pursuant to Scction 90 of Presidential Decree No. 463, as amended, and Section
7 of Exccutive Order No. 192, the registration of mining claims and other applications for
mining rights in Barangay San Pascual, Municipality of Basud, Camarincs Norlc as
delincated by the geographical coordinates 13 deg. 55'00" 1o 13 deg. 5930 north latitude
and 122 deg. 58'00" 1o 123 deg. 00'00" cast longitude covering an arca of two thousand
four hundred thirty (2,430) hectares is hereby suspended subject to existing prior rights
and the same arca reserved for the Minahang Bayan Program.

This Order shall take effect immediately.

FULGENCIO S. FACTORAN, JR.
Scerctary



Administrative Order
No. 40
August 16, 1991

SUBJECT: 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 Sccretary, 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
pereentum (2%) replenishment contribution for the UNRFNRE arc hereby promulgated
for the information and guidance of all concemed:

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

Section 2 - Definition of Terms. The following tcrms as used in this
Order shall refer o the {ollowing:

2.1 Surigao Mineral Reservation Monitoring Team or SMRMT - a
group composcd of representatives from the Mines and Geosciences Burcau and
thc DENR Regional Officc 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,
dcposit, recording, reporting and disbursement of the 2% replenishment
contribution to0 UNRFNRE;

2.3 Philippine National Bank or PNB refers to its branch in Surigao City
which is the authorized government depository bank of all contributions to
UNRFNRE;
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2.4

25

2.6

2.7

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

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

Applicant - permittees, traders, and mining companies (or their duly authorized
represcntatives), granted by the government the right to produce any "reported
mincral” within the UNRFNRE arecas 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:

31

32

33

34

3.5

3.6

The amount of 2% rcplenishment contribution shall be based on the gross or cx-
minesite valuc of the extracted ore which is also used as basis for computing the
excise 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 receipts;

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 prcpare a separate Monthly Report of
Collcctions for submission to the PENRQO Accounting Unit. A legible copy
thereof shall be submitted by the PENRO to the Mines and Geoscicnces Bureau
MGB);

A duly-approved disbursement voucher and signed check shall be prepared to

cffcct the payment of the quarterly replerishment contributions within ninety
(90) days after 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 transmittal/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 Collcections and Deposits; and

b. Journal of Checks Issuced.

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

Section 4 - Internal Controf Requirements. In order to accelerate the

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

4.1

4.2

43

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

All collections 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-UNRFNRE Account No. ____ " at the back of
the check.

The designated Collecting Officer/Cashier shall post a bond equivalent or
commensurate to the expected total amount of collections.

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

No. 9-81 dated October 19, 1981 entered into by and between the then Ministry of
Budgct, Ministry of Financc and thc Commission on Audit, the following systems and
procedurcs on the collection, disbursement, remitlance, recording, monitoring and
reporting shall be obscrved:

5.1

Collection System



5.1.1

5.1.4

5.1.5

5.1.6

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

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

Thercalter, the SMRMT shall issuc an Order of Payment to
the Applicant which shall be courscd through the PENRO
Accounting Unit for indication of Fund and Account Codcs.

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

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

The Applicant presents the official receipt to 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 his logbook. Thercalter, a COMO shall be issucd
1o Applicant.

After payment of the contribution, the Applicant shall present the
official receipt 1o the SMRMT Action Officer who shall then proceed to
prepare the corresponding Permit to Load for the signaturc of the
PENR Officer pursuant 1o 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 a monthly bank rcconciliation statement.

Disbursement
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5.3

54

5.2.1

522

523

524

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

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

a. Designatcd SMRMT Officer - recommending approval;

b. PENR Officer - approval; and

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

Scrics ol 1990, as amcndced.

The check should be addressed to UNRENRE thru the UNDP Resident
Representative.

Remittance

531

532

5.3.3

534

A legible ceruificd photocopy of signed disburscment voucher and check
shall be forwarded Lo MGB for verification,

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

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

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

purposcs.

Recording

5.4.1

The PENRO Accountant shall maintain a scparaic sct of books 1o
rccord all collections;
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54.3

The PENRO Accountant records all collections in a Journal of
Collcctions and Dcposits 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 PENRO Accountant records all disbursement and remittance in a
Journal of Checks issucd by Disbursing Officer bascd on the 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

5.5.3

554

5.5.5

5.5.6

The PENR Officer shall submit 10 the MGB a monthly report of
shipment of mineral ores and COMO issucd Applicants.

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

The PENR Officer shall submit to the MGB a quarterly report of
collections and shipment of mincral ores by Applicant. These reports
shall support the disbursement vouchers and checks prepared quarterly to
remit the 2% replenishment contributions 1o UNRFNRE.

The PENRO Accountant shall submit to MGB a copy of the Monthly
Trial Balance which. shall clcarly show the Trust Liability Account for
th¢ UNRFNRE Trust Fund.

Thc MGB shall verify and comparc all reports, vouchers, checks and
othcr documcents received from the PENRO.

The MGB shall retain duplicates and photocopics of all documents scnt
by the PENRO for filing and rccord purposes.

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 the PENRO shall, on a regular basis, monitor and verify the accuracy of
the reported mincrals extracted and shipped from the UNRFNRE mincral arcas as shown
in a map on Appendix [ of this Order; Provided, that nothing herein shall be construcd
to prcvent the team from ascertaining the truc valuc of the mineral previously shipped or
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disposed of and thereatter proceced to assess and collect from the permittee/shipper the
deficit on the 2% replenishment contribution fee thru the issuance of an Order of Payment
by the SMRMT Action Officer.

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 fifteen (15) years or until such time
that the total recoupment of all the cxploration expenses incurred by UNRFENRE,
whichever comes first, shall have been recouped. In such a case, recording shall
commence {rom the date of the first officially recorded production or shipment of "reported
mincral” from thc UNRFNRE target arcas by the SMRMT, Further, in no casc shall
the contribution cxcced 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
maintaincd 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 Cominittee.

Section 10 - Date of Effectivity. The cffectivity of this Order shall be
retroactive from the first date of officiatly recorded extraction/shipment of any reported
mineral 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 1o UNRFNRE after December 31, 1989.

FULGENCIO S. FACTORAN, JR.
Sccretary

NOTE: Appendices Omitted



Administrative Order
No. 59
October 31, 1991

SUBJECT:

Conscquent 10 the results of the mineral cxplorations conducted by the DENR-
Region V and finding that there is no suitable arca for small-scale mining and/or labor-
intensive mincral utilization, the suspension of registration of mining claims and other
applications for mining rights in the Province of Catanduancs under Administrative Order

Lifting of the Suspension Order (A.O. 73,
Series of 1988) Suspending the
Registration of Mining Claims and other
Applications for Mining Rights in the
Province of Catanduanes

No. 73, Scrics of 1988, 1s hereby lifted.

This Order takes effect immediately.

FULGENCIO S. FACTORAN, JR.

Sceretary
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Administrative Order

No.

63

December 12, 1991

SUBJECT: Guidelines for the Acceptance,
Consideration and Evaluation of Financial
or Technical Assistance Agreement
Proposals

To cncourage forcign investors in the mining industry and in linc with the

policy of the Government in harnessing the country's mineral resources to accelcrate
cconomic recovery and development pursuant to Exccutive Order No. 279 of 25 July
1987, the following rules and rcgulations governing the acceptance, consideration and
cvaluation of the financial or technical assistance agreement for large scale exploration,
devclopment and utitization of mincral resources are hereby promulgated:

Section 1. Definition of Terms - As uscd in and for the purposcs of this

Ordcr, the following words and tcrms, whether in singular or plural, shall have the
following respective meanings:

la

1.b

1.c

1d

l.c

Contract Area mcans the arca originally awarded under FTAA without
refcrence to region or province.

Contractor mcans any Filipino or forcign owncd corporation 1o whom a
Financial or Technical Assistance Agreement is awarded.

Date of Commencement of Commercial Production shall mcan the
first day of the calendar quarter following that quarter in which production equals
fiftcen percent (15%) of the Project's initial annual design coanacity.

Financial or Technical Assistance Agreement (FTAA) mcans an
agreement or contract which the Government enters into with any Filipino or
forcign-owned corporation for the (inancial or tcchnical assistance for large scalc
exploration, development and utilization of mincral resources.

Foreign-Owned Corporation mcans any corporation, partnership,
association or cooperative duly registered in accordance with Philippine laws in
which more than lorty percent (40%) of the capital is owned by non-Filipino
citizens.



1.1

l.g

1.h

1]

Large Scale Mining mcans cxploration, development and utilization of
mincral resources involving a commitied capital investment of at Icast USS S0
million in a singlc mining unit project.

Meridional Block mcans an arca of onc-half (1/2) minute of latitudec by one-
half (1/2) minute of longitude.

Mining Operations mcans mincral cxploration, development, production
and/or all other activitics necessary to discover, develop and extract mincrals.

Mining Contract shall refer 1o mincral production sharing agrecment, co-
production, joint venturc or other similar agrecments.

Pre-operating Expenses shall include all costs incurred by the holder of the
FTAA and any of its Related Corporations on the Contract Arca applicd for
under the FTAA up to the Daltc of Commencement of Commercial Production.

Such costs shall include all activitics conducted toward the discovery, location
and delincation of commercial orc bodics within the Contract Arca including but
without limitation 1o:

@ payments made to claimowners and landowners;
(i) all exploration programs;
(i) the acquisition maintenance and administration ol any mining or

cxploration tcnements;

(iv) the cstablishment and admmistration of ficld offices;

v) the cost of administering any program of work together with any 6ther
work rcasonably calculated to Icad to a decision 1o mine together with
all costs incurred in linancing and insuring construction of the mingc;

(vi) feasibility studics;

(vii) all costs of constructling and dcveloping the mine; and

(viii)  all costs incurred at the mine towards the extraction and production of

mincrals {rom the Contract Area until the Date of Commencement of
Commercial Production Icss:
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@ any income received in payment for production until the Datc
of Commencement of Commercial Production; and

®)] any other credits offsciting the above costs.

1.k Project Area mcans an arca remaining after relinquishment which shall not be
morc than 5% of the contract arca.

1.1 Related Corporation shall mcan a body corporate or other cntity in which a
sharcholder in the FTAA Contractor owns an interest in excess of 40%.

1.m Single Mining Unit Project mcans mining opcrations per project arca.

Section 2. Fees - Upon filing ol the FTAA proposal, the proponent shall
pay to the Mines and Geoscicnees Burcau USS500 payable in Philippine currency at the
exchange rate prevailing at the time of application for filing [ce, processing fec and per
P.D. 1856, as amended. Upon approval of thc FTAA, the Contractor shall pay o the
Mines and Geosciences Burcau the (ollowing:
a. Occupation Fee

P10.0¥ per hectare/year for non-reservation arca

P100.00 per hectare/ycar {or reservation arc

b. Regulatory Fee for Exploration

For onshorc P10.00 per hectare/year for the first year of exploration plus P5.00
yearly increment for the succeeding years

For ofthsore P50.00 per hectare/ycar
C. Registration Fee - P100.00/FTAA
d. P.D. 1856, as amendced, for ¢ - P10.00

Section 3. Qualifications of Financial or Technical Assistance
Agreement Applicant - Any applicant, whcther Filipino or forcign-owncd

corporation, may cnter into FTAA provided that it has the financial or technical capability
1o undentake large scale mining as deflined herein.
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Without in any way limiting the tenor of and flexibility accorded by the above
provision, the capabilitics of the applicant may be substantiated, inter alia, by the
following:

3.a Financial Capability of FTAA Applicant - To ensure compliance with its
expenditure requircments and other obligations during the Exploration Period, the
FTAA applicant shall be required to post a financial guaranty bond in favor of
thec Government for the amount cquivalent to the expenditure obligations of the
applicant for any ycar.

The FTAA applicant shall make a firm commitment of at least fifty
miltion US dollars (US $50,000,000), or its cquivalent in Philippine currency in
case of a Filipino applicant, that will be invested in the contract arca.

After exploration and {casibility studics, but prior 10 construction and
development, an FTAA applicant, to cnsure fulfillment of its US$50 million
commitment, shall be required to submit documentary cvidene [rom an
internationally rccognized offshore financial institution confirming that
contractor has available, sufficient and accessible fund for the development of the
minc for a capital investment in a single mining unit of US$50 million less all
cxploration costs.

3.b Technical Compelence of FTAA applicant - Proof of technical compelence of the
FTAA applicant shall bc submitied showing its track rccord in mineral resource
cxploration, development and utilization; technology to be introduced; and names

and curriculum vitac of technical men o undertake the operation.

Section 4. Documents to be Submitted - The FTAA applicant shall
submit its proposal accompanicd by the (ollowing:

4. Upon filing of the proposal -
4.a.1 Leter of Intent (LOI) to enler into FTAA;

4.42  The documents pertaining to the juridical personality of the applicant
such as Articles of Incorporation, By-laws and SEC Registration papers;

4.a.3  All information data and documents referred to or reasonably connected

with the provisions of Scctions 3, 3.a and 3.b hcreof, as may promote and facilitate
mcaningful appreciation and evaluation of the proposal;
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4.a.4  Certified copies, if any, of mining cxploration contract, operating
contract, assignment, permit or similar agrccment it has entered into with any local or
forcign juridical and natural persons; and

4.a.5  Financial statcment of the mother company.

4.b Upon approval of FTAA - financial guarantee bond as defined in Sec. 3.a.

4.c After completion of feasibility study:

4.1 Technical description of the proposed Project Area, its status as known
to the applicant;

4.c.2  Mining operations to be undertaken and the technology to be used and
developed therein; and

4.c.3  Contributions to the economic and gencral welfare of the country that
shall be feasibly gencrated by the proposed venture.

Section 5. Available Areas.

The following arcas are availablc for Financial and Technical Assistance
Agreement:

5.a Lands of the public domain and alicnablc and disposable lands not covered by
valid and cxisting mining lcascs, permits, liccnses, applications and declarations of
location.

5b Lands covered by valid and subsisting prospecting permits, exploration permits,
mining claims, mining lcases and similar agreements provided that the holders consented
thereto in writing.

5.c Govemment rescrvations provided that the agency concerned gives its clcarance.
5d Offshore areas including the Exclusive Economic Zonc.

S.e Private lands subject 10 P.D. 512

5.f Any combination of the above (5.a 10 5.¢)

Section 6. Maximum Contract and Project Areas Allowed -
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The maximum contract area as shown hereunder, that may be granted under the
FTAA for cxploration, development and utilization shall be subject to relinquishment to
the extent of ninety five percent (95%) of the contract area after five (5) years of
exploration, provided, that the minimum relinquishment per year shall be tcn percent
(10%) of the contract arca and that the maximum rctained area.shall be approximately 52
meridional blocks or 5,000 hcctares and 800 meridional blocks or 65,000 hectares for
onshore and offshore respectively.

The maximum contract area shall be:
6.a 1,235 meridional blocks or 100,000 hectarcs onshore

6.b 16,000 meridional blocks or 1,296,000 heciares offshore reckoned from the 100
meters from the shore watcrlines at mean low tide extending scaward.

6.c Combination of a & b provided that it shall not cxceed the maximum limits for
onshorc and offshore arcas.

Section 7. Duration of FTAA

The duration of FTAA shall be for a maximum of 25 ycars renewabile for another
period not exceeding 25 ycars. The activitics of each phase of mining operations must be
completed within the following periods, respectively;

Exploration & Feasibility Study - 5 years from date of approval of FTAA

Construction & Development and Production/Utilization - remaining years of
FTAA contract

Section 8. Acceptance and Evaluation of FTAA

All FTAA proposals shall be filed with and accepted by the Central Office
Technical Sceretariat (MGB) after payment of the requisite fecs to the Mines and
Geoscicnces Burcau, copy furnished the Regional Office concerned within 72 hours. The
Regional Office shall verify the arca and declare the availability of the arca for FTAA and
shall submit its rccommednations within thirty (30) days from reccipt. In the event that
thcre arc two or more applicants over the same area, priority shall be given (o the
applicant who first filcd his application. In any case, the Undersecrelarics for Planning,
Policy and Natural Resources Management; Legal Services, Legislative, Liaison and
Management of FASPO; Ficld Opcrations and Environment and Research, or its
equivalent, shall be given ten (10) days from receipt of FTAA proposal within which 10
submit their comments/rccommendations and the Regional Office, in the preparation of
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its recommendations shall consider the [linancial and technical capabilitics of the
applicant, in addition to the proposced Government sharc. Within five (5) working days
from receipt of said recommendations, the Technical Scerctariat shall consolidate all
comments and recommendations thus received and shall forward the same 1o the members
of the FTAA Negotiating_Pancl for cvaluation at least within thirty (30) working days.

Section 9. Negotiation of FTAA -
The FTAA shall be subject to the approval of the President upon

recommendation of the Negotiating Pancl, created by virtue of Presidential Administrative
Order No. 68 Serics of 1988, to be composed of the following:

I. The Sceretary of Environment and

Natural Resources or his

Representative - Chairman
2. The Sceretary of Socio-Economic

Planning and Dircctor-General,
National Economic and Development

Authority ol his Representative - Vice-Chairman
3. The Scerctary of Finance or his

Representative - Mcmber
4. The Scerctary of Trade and

Industry or his Representative - Mcmber
5. The Governor, Central Bank of the

Philippines or his Representative - Mcmber
6. The Chairman, Board of Investments

ot his Representative - Mcmber
7. The Dircctor, Mines and

Geoscicnces Burcau - Mcmber

In cvaluating the proposcd FTAA, the Pancl shall take into consideration the real
contributions to the cconomic growth and gencral wellare of the country that will be
realized as well as the development of local scientific and echnical resources.

The Panel upon being satisficd of the terms and conditions of the proposcd
FTAA and with the Contractor's compliance with all the requirements, shall recommend
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its approval 1o the President. Should the Panel, however, find some of the terms and
conditions unacceptable, it shall calendar the proposed FTAA for negotiation and shall
make the corresponding notification to the proponent. If alter the negotiation, terms and
conditions, acceptable 1o the Pancl, have been incorporated in the proposed FTAA, the
Pancl shall then, forthwith recommend Lo the President its approval.

Section 10. Obligations of the Contractor

a. A performance guaranty shall be posted in favor of the Government before the
signing of thc FTAA which shall be in any foreign currency negotiable with the
Central Bank of the Philippines for forcign contractors. Unless otherwise
specified by the Secretary, the initial amount of the guaranty shall be equal to
the first year financial commitment of the contractor. Subscquent thereto, the
amount of annual guaranty may be incrcased or decrcased depending upon the
Contractor's performance of its financial and work commitments.

b. Alter the Exploration period, the Contractor shall relinquish to the Government
any portion of the Project Arca which shall not be necessary for Mining
Operations and not covered by any Declaration of Mining Feasibility.

c. Perform its activities within the periods cxpressed in this Agrcement, Plans and
Work Programs, save as may be cxcused by force majeurc.

d. The Contractor shall give preference to products and services produced and offered
in the Philippines of comparative quality. In particular, the Contractor shall give
preference to Filipino construction enterprises and usc buildings which can be
constructed by using materials and skill available in the Philippines, ecmploy
Filipino sub-contractors for road constructions and transportation, and purchasc
Philippinc houschold cquipment, furniturc and food.

c. The Contractor shall, to the extent feasible and acceptlable in view of the rates
and conditions available, maximize the use of Filipino vessels and other means
of transport availablc in the Philippines.

f. The Contractor shalt keep accurate technical records about the operations as well
as financial and marketing accounts and make them available 1o Government
representatives authorized by the Scerctary for purposes of assessing performance
and compliance of the Contractor with the terms of this Agreement. Authorized
representatives of other Government agencics may also have access 1o such
accounts in accordance with existing laws, rulcs and regulations.

g. Pay taxcs or obligations in accordance with cxisting laws, rules and regulations.
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h. Conform to laws and rcgulations rcgarding, among others, labor, safety,
demarcation of the Project Arca, and non-interference with the rights of other
mining opcrators.

i. Recognize and respect the rights, customs and traditions of indigenous tribal
communities over their ancesiral lands.

j Contribute to national devclopment by helping develop the host and neighboring
& .. - . . e
communities of the Project Area, local geoscicnce and mining technology, and
mitigating environmcntal effccts of mining operations.

k. Undertake restoration and/or protection of the cnvironment in compliance with
the rcquirements of Environmental Compliance Certificate (ECC).

1. Providec a provision on Consultation and Arbitration with rcspect to
interpretation and implementation of the agreement.

Section 11. Option to Convert into MPSA -

The Contractor has the option to convert the FTAA to MPSA at any stage of
cxploration if the cconomic viability of the ores located in the contract area is found to be
inadequatc 1o justily large scale mining operations. As such, the Contractor shall notify
the Government in writing within thirty (30) days of its intention to convert the FTAA
to MPSA. All revisions 1o the FTAA, required by its conversion to MPSA, shall be
submitted to the Government within sixty (60), days from filing of the applicant’s
intention to convert to MPSA.

The Contractor shall be given a period of one (1) ycar within which to satisly
the equity requirement of sixty (60%) Filipino capital for MPSA, subject to an extension
of another onc (1) ycar as may be approved by the Scerclary taking into consideration the
cconomic lactors. Failurc to convert the FTAA into MPSA within the prescribed period
shall cause automatic forfeiture of the Contractor's right to such conversion and the area
subject of such FTAA shall be disposed of in accordance with Scction 12 hereof.,

Section 12, Area Relinquishment

Where the Contractor originally derived its rights to the Contract Area from then
claimowners or mincral rights owners, such part of the Project Arca relinquished pursuant
to the provision of Scctions 6 and 11 hereof, shall revert to the claimowncrs or mincral
righis owners shall have preferential rights over the arca, provided, that within thirty (30)
days from notification of rclinquishment by the FTAA Contractor, the former shall
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signify its intention o enter into a mining contract with the Government. And, provided,
further, that all documents necessary for applications for a specific mining contract shall
be submitted within sixty (60) days from rcceipt of such intention.

Section 13. Revenue Sharing

a. The net revenue shall be shared by the Government and Contractor on a 60-40
basis, of which 60% of the net will be the Government Contractor. The
collection of government's share shall commence after the Contractor has fully
recovered its pre-operating expenscs.

Nect revenuc mean gross revenuc derived from operations less allowable
deductions which are attributed to cxploration, development and actual
commercial production. Commercial production shall inciude mining,
utilization/processing, marketing cxpenscs and depreciation of properties directly
uscd in the opcrations.

b. In cach ycar, contractor may recover from the gross proceeds resulting from the
sale of mincrals produced under the FTAA an amount cqual 1o all operating
€XpCnses.

Section 14. Divestment Period

After ten (10) years from the Contractor's recovery of pre-operating expenses, it
shall be given a period of one (1) year to divest its equity to at least 60% Filipino cquity
subjcct (o an extension of another one (1) year as may be approved by the Sccretary
taking into consideration the cconomic factors. Failure to mect the 60-40 cquity
requircment within the prescribed period shall cause the automatic cancellation of the
FTAA and the area subject of such FTAA shall be disposed of in accordance with Section
12 hercof.

Section 15. Revocation and Termination of FTAA

The FTAA may be terminated [or any of the following reasons:

a. Any falschood or omission of facts made in support of the proposal

b. Dcfault or substantial breach of the terms and conditions of the agreement by the
Contractor.

c. By mutual conscnt of the partics.
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d. Upon revocation/termination of the FTAA and liquidation of the Contractor'
obligations and liabilitics, the financial guaranty/performance guaranty bond
shall be relcased.

Section 16. Disposal of Property

All materials, equipment, plant and other installations crected or placed on the
project arca by the Contractor shall remain the property of the Contractor and upon the
termination of the Agreement, the Contractor shall have the right to remove and export
such materials, cquipment, plant and other installations except buildings, bridges,
warchouscs, and other social infrastructures, subject 1o existing rules and regulations. All
materials, cquipment, plant and other installations not removed within twelve (12)
months from the termination of the Agreement shall belong to the Government.

Section 17. Adoption of DENR A.0O. 57, As Amended, and Other
Related Orders.

The provisions of DENR A.O. 57, as amcnded, and all administrative orders,
rules and regulations related thereto, which are not inconsistent with the provisions of
these guidelines shall be adopted.

Section 18. Effectivity

This DENR Order shall take effect after fiftcen (15) days from publication in at
least two (2) newspapers of general circulation.

FULGENCIO S. FACTORAN, JR.
Sccretary
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Administrative Order
No. 66
December 27, 1991

SUBJECT: Declaring Certain Parcels of Land
Embraced in Proclamation No. 369 Dated
27 February 1931 Which Established the
Agusan-Davao-Surigao Forest Reserve, as
Non-Forest Land Open for Small Scale
Mining Purposes

Whereas, Proclamation No. 369 dated 27 February 1931 has
established the Agusan-Davao-Surigao Reserve containing an area of
approximalely 1,927,400 hectares;

Whereas, it has been found that portions of this forest reserve are gold-rush
arcas and arc presently being mined and occupicd by thousands of small-scale miners;

Whereas, under Proclamation No. 369, the Sccretary of the Department of
Environment and Natural Resources (formerly the Scerctary of Agriculture and Natural
Resources) upon recommendation of the Director of Forest Management Bureau (formerly
the Director of Forestry) is empowered to exclude from the reservation portions thercof
which arc no longer forest lands and declare the same for such purposes as these are
presently being devoted to small-scale mining;

Wherefore, in view of the foregoing and pursuant to the auathority granted
under Proclamation No. 369, 1 hereby declare the following areas as non-forest lands and
open for small-scale mining purposes, subject o existing and valid private rights, within
the Municipalitics of Monkayo, Compostcla and Nabunturan, Davao del Norte more
particularly described under PCGS 2546, Block Nos. 1, 5 and 9, to wit:

1. Thosc arcas cmbraced by the following coordinates under Block No. 1:
7 48 30" 10 7 50" 00" Latitude
126 10 30" o 126 12 00" Longitude
containing an aggregate area of 729 hectares within Diwalwal, Monkayo, Davao
del Norte;
7 56 00" to 7 5T 00" Latitude
126 05 30" to 126 06’ 30" Longiwde
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containing an aggregate area of 324 hectares within Pasian, Monkayo, Davao del
Nortc;

7 57T 30" to 7 58 30" Latitude
126 08’ 00" 1o 126 08’ 30" Longitude

containing an aggregate area of 162 hectares within Cogonan, Trento, Agusan
del Sur;

Those areas under Block No. 5 with the following coordinates:

7 40 00" 10 7 4v 30" Latitude
126 10 30" to 126 12" 00" Longitude

containing an:approximate area of 567 hectares within Bango, Compostela,
Davao del Norte; and

Those areas under Block No. 9 with the following coordinates:

7 28 00" 1o 7 29 30" Latitude
126 02 30" 10 126 03 30" Longitude

containing an approximate area of 405 hectares within Inupuan, Nabunturan,
Davao del Norte.

FULGENCIO S. FACTORAN, JR.
Secretary
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