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EXPLANATORY NOTE
Agricultural credit is an important stimulus for the development of the agricudivre sector

and the economy. It is a preferentiol strategy o bring abowt economic activity in the
couniryside and bring about positive changes in the life of the farmer and workers in the

agricullural sector the resull of which has a divect impact on the sustainable growth of

DL COMTamy.

This bl therefore seeks to infroduce reforms in agricultural finance and rural credit at
the same fime qeddress the much needed support services regquired hy agravian reform
heneficiaries as a consequence of the comprehensive agrarian reform lew. i is also
aimed gt promoting competition and growth among bank and non-bank financial
imstitutions serving the rural financial market in a more stable financial environment and
will vigorously mobilize capital resources towards the countryside,

Further, this measure secks (o imtroduce more efficiency in rural financial credit,
eliminate excess demand for credit and induce banks and non-banks to be more effective
in their intermediation functions to promote a marker oriented policy in extending

Sinancial services o the most imporiant seclor in our economy.

The immediate approval of this bill is therefore recommended.

JEFFREY-2EBERRER
4" DiStrict of Negros Oceidental
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AN ACT PROVIDING FARMERS AND  AGRARIAN  REFORM
BENEFICIARIES GREATER ACCESS TO AGRICULTURAL CREDIT
ESTABLISHING A POLICY FOR ITS IMPLEMENTATION AND FOR OTHER
PURPOSES”

Be it enacted by the Senate and the House of Representatives in Congress assembled:

SECTION 1. Title. -This Act shall be nown as the “AGRICULTURAL CREIMNT
ENHANCEMENT ACT OF 2010."

SEC. 2. Declaration of Policy. -it is hereby declared the policy of the State ro promaoie
the modernization and rapid expansion of the agricultural sector by enhancing improve
accesy o financial credit for farmers and agrarvian reform beneficiaries by extending
low interest and subsidized credit schemes that will ensure productivity, adegquate food
supply and address the food security requirements of the country.

The National Government shall guaranty protection and provide low cost credit (o
Farmers, warkers of the Agricultural Sector and Agravian Reform Beneficiaries (ARES)
offer them the opportunity to develop and progress in an environmeni of financial
stability and sustainable development in order to achieve social justice. equity and equal
protection of law under the constitution.

SEC. 3. Indefeasibility of EP/CLOA Titles. -Emancipation Patents (EPsi and
Certificates of Land Ownership Award (CLOAs). shall enjoy the same indefeasibility and
security afforded 1o all titles as provided under Presidential Decree (P} No. 1329 For
this purpose, farmer heneficiaries who receive FEPs or CLOAs pursuani to the
Comprehensive Agrarian Reform Program ave hereby deemed Innocent purchaser for
value and are enfitled (o the rights and profection as such persons under existing laws.

SEC.4. Coverage. -This Act shall apply to the following catepories of agricultural lands:



4.1 Lands wirth agricultural lessees, whether or not it has been the subject of the
landowner's prior exercise of retention vights granted by law, withowt prefudice to the
rights of the agricultural lessee,

4.2 Lands covered and fully poaid under the Comprehensive Agrarian Reform Program
(CARF) and past the [0-vear prohibition period:

4.3 Lands covered by homestead grants and free-patents;

4.4 Landy covered by the CARP but not yer fully paid and are either within or past the
Hisyear prohibition period;

4.5 Landys covered and fully paid under the CARP bui still within the 10-vear prohibition
period,

SEC, 5. Acceprability of Homestead Patents, Agricultural Leasehold, EP, CLOA, Titles
as Loan Collateral and Guarantee. -All agriculvural lavds enmerated under Section 4
of this Act shall be accepied as coliateral by any govermment or private financial
institution, whether bank or non-bank financial institution, to secure loans of registered
owners in the Certificate of Land Ownership Award, Fmancipation Patent, Homestead
Patent, Free Patent, Original Certificate of Title or Transfer Certificate of Title.

SEC. 6. Use of Loan Proceeds. -The proceeds of loans thar may be granted under this
Act shall be wsed solely to finance any agricultural activities such as production,
processing, stovage ond post-harvest facilities, shallow tube well and pump irrigation,
distribution and

marketing of apriculiural producis, and other related agricultural activities on the land
being used as collareral,

SEC.7. Land Bank Authorization of the Loan and Additional Reguirements. -All loans
that are to be granted by lending institutions arve deemed to be automatically approved
with authorization and consent of the Land Bank of the Philippines (LEF) and the
Department of Agrarvian Reform (DAR) provided that any or all prior encumbrance
existing in favor of the LBF shall be respecied

SEC. 8. DAR and LBP Land Valuation for Credit -The DAR and LEP shall underiake
a policy of releasing information and data of the valuation formnda and provide
mandatory fechnical assistance 1o hank and non-bank financial nstitutions regquiving
such information fo aid them in determining the value of the lands offered ay security by
borrowers.

SEC. 9. Guaranteed Access to Credit by DBP -armer-bencficiaries wha ave owners of

encumbered or non-transferable lands classified wnder Sub-sections 4.4 and 4.3 and

*



Jarmer-lessees shall be provided o credit guarantee by the Development Bank of the
FPhilippines (DEP): Provided that the guaranice covers shall not exceed elghty perceni
(80%6) of the principal amownt of the loan, That all loans guaranteed by DBEP pursuant (o
this Act, the principle of exclusion under Article 2038 and periinenl provisions of the
New Civil Code shall not apply.

SEC. 10. Default and Foreclosure of Mortgage. — In cave of Default and Foreclosure of
Morigage, banks and non-bank financial institutions may proceed against the security of
the loan in accordance with existing laws and subject 1o the following provisions of this
Act: In cases of encumbered and non-transferable lands classified under Sub-sections 4.4
and 4.5, the bank and non-bank financial institurions shall he paid the guarantee only
after assigning the loan receivables to the DBP after which the DEP shall assion the loan
receivables fo the LEP. In cases of morigages of expected harvests of farmer-lessees, the
DBP shall proceed to claim all or a poriion of the actual harvesis watil the outstanding
debt of the farmer-lessee shall have been paid

SEC. 11. Auctions of Agricultural Land. -In all cases of foreclosed morigages, no
hidder in the guction shall be allowed to bid nor shall the agriculnral land be sold to any
person not qualified to own agricultural land as determined by the DAR in accordance
with Sections 6 and 70 of R A. No. 6637,

SEC, 12. Exercise of Right of Redemption. -the principal owner or agravian reform
beneficiary shall have the right o redeem the land inclusive of inferest paymenis. The
right of redemption wader this section may be exercised within one (1) vear from the deaie
of registration of the sale, and shall have priority over any other

Right of legal redemption,

SEC, 13, Guarantee Fund. -There is hereby created a Guarantee Fund for agricultural
and agrarian borrowers with an amount of ai least Five Billion Pesos (P35,
000, 000000001 which shall he managed and administered by DBP. An initial amount of
Chae billion pesos (P L OO0 000.000.00) shall he sourced from fifiv percent (309%) of the
tofal  funding alivcation of the Comprehensive Agravian Reform  Program-Credit
Guaraniee  Fund  for  Agricultural Landowners  (CARP-CGFAL)L Two  Billion
(P2.000 000000 001 Pesos from the proceeds of the sales of the Assets Privatization
Trust (APT), receipis from assels recovered hy the Presidential Commission on Good
Government (PCGG), and a portion of the twenty-five percent (23%) allocation for
support services under Sec. 36 of RA No. 6637, of the total cuarantee fund Tweo Billion
(P2 000 000000000 Pesos shall he sowrced and included in the Annual General
Appropriations Act

SEC. 14, Exemption from Capital Gainy Tax-

Any transaction of sale, transfer or convevance of lands under this Act shall be exempt
Jrom the payment of capital gains tax, registration fees, and all other taxes and fees for
the conveyance or iransfer as provided for wnder Sections 06 and 67 of B.A. No, 6637,



SEC. 15, Simplification of Loan Procedures. -DAR. LEP, DA and DRP, in consultation
with concerned government agencies, farmers, cooperatives and the hanking sectors,
shall formuylate, within ninety (90 days affer the approval of this Act, a simplified,
efficient and practical procedure for processing and approving loan applications which
would demand only the necessary and wmost indispensable requiremernts from the loan
applicant.

SEC. 16. Penalties. —Failure of Banks and Non-Bank instituiions to comply 1o the
provisions of this act or provide the necessary credit service to client farmers and
agrarian reform beneficiaries shall be sentence 1o a penally of imprisonment of prision
mayor and a fine of not less than Five lnmdred thousand pesos including the cancellation
of their business licenses and permil 1o operale.

SEC. 7. Implementing Rules and Regulations (IRR). -The DAR. DA, DOF and LEP, in
consuwltation with concerned government agencies, farmers, cooperatives and the banking
sectors, shall formulate the implementing rules and regulations of this Act within ninety
(90 days after its approval. Such rules and reculations shall take effect fifteen (13) days
after the publication {n a newspaper of general circulation (n the Philippines.

SEC.18. Repealing Clause, -All existing faws. Execuiive Orders, issuances, rules and
regidations, inconsistent with the provisions of this Act are hereby repealed or modified
accordingly,

SEC.19. Separability Clause. -in the event any of the provision of this Act is declared
unconstitutional, the validity of the other provisions shall not be affected by said
declavaiion.

SEC.20. Effectivity Clause. -This Act shall rake effect immediately afier publication in
the Official Gazette or in at least twe (2) national newspaper of general circulation,

a

Approved,



