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I. INTRODUCTION 

 
1. Integrated Natural Resources and Environmental Management (INREM) approach is 
focused on creating the enabling environment to attract long-term, productive and sustainable 
private sector investments in the upper river basins (URB), in the process generating income to 
improve the quality of life of dependent local poor communities and government revenues to 
reinvest in sustaining the natural resource capital.  The INREM Project (Project) seeks to 
demonstrate the approach in selected sites. 
 
2. Major Project components include:  

 
(i) River basin and watershed management and investment plans established;    
(ii) Smallholder and institutional investments in conservation increased and URB 

productivity enhanced in the forestry, agriculture and rural sectors;  
(iii) River basin and watershed management capacity and related governance 

mechanisms strengthened;. 
(iv) Project management and support services delivered. 

 
3. In order to implement the Project following the INREM approach, existing institutions 
must be strengthened to perform the required activities.  Institutional strengthening requires an 
adjustment of roles for DENR and local governments, aside from acquiring necessary skills and 
resources. DENR should shift from primary implementer to enabler/trainer of local governments.  
DENR has the technical knowledge to share; what it needs to build are: 
 

(i) capacity to transfer technical knowledge to local governments on land 
assessment and natural resource management planning; and 

(ii) capacity and resources to monitor and evaluate INREM outputs and outcomes 
based on pre-agreed environmental performance indicators built into a GIS-
based decision support system. 

 
4. Local governments have the skills for local program/enterprise management and local 
finance; what LGUs should build are: 
 

(i) technical knowledge to manage the URB as an ecosystem, with appropriate 
strategies for conserving and ensuring environmental services, participatory 
decision-making and generating income to finance conservation; and 

(ii) capacity to monitor and evaluate performance from ecological, financial and 
socio-cultural perspectives, as linked to the GIS-based decision support system. 

 
5. All of this can be achieved under the current legal and policy framework.  However, 
implementation of current laws and policies has to be improved to be more effective and 
efficient.  Improving effectiveness and efficiency will need some amendments of implementing 
regulations and enactment of local legislation, as indicated below: 
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INREM Approach Current Policy Framework 
Adjustment needed in 

existing policies 
Managing watersheds 
as sustainable 
economic enterprises 
 

• DENR has control over 
resources and resource use; 
but it cannot run an "economic 
enterprise"  

• LGUs can (since they have the 
legal mandate), but have no 
control over the “capital” [land 
and natural resources] 

 

• DENR has to allow LGUs 
more control over production 
areas so that these areas can 
be operated as local 
enterprises 

• DENR has to strengthen 
property rights (tenure 
instruments) so that 
investments are secure 

Institutionalizing PES to 
pay for conservation 
management 
 

• DENR and LGUs have 
revenue generation powers; 
DENR has no flexibility in 
retaining revenues, whereas 
LGUs have. 

 

• DENR can reorient itself and 
prepare for global sources of 
PES such as REDD, CDM 
and grants under 
international conventions 

• LGUs can pass local 
legislation to capture PES 

 CDM = clean development mechanism, DENR = Department of Environment and Natural Resources, LGU = 
local government unit, PES = payment for enviromental services, REDD = reduced emissions from deforestation 
and forest degradation. 

 
6. Sustainable management of the URB requires a comprehensive approach that looks at 
social, cultural, economic, and political factors that impact on the utilization of natural resources 
in the URB. The Project area covers four river basins divided into 21 watersheds (each 
watershed is a sub-project area).  Almost all watersheds in the Project area have portions either 
declared as a protected area (PA) or ancestral domain, or both.  Except for highly inaccessible 
areas (steep slopes, no roads), most parts of the watersheds have communities living within 
and making a living from natural resources use and agriculture.  This is typical of most upper 
river basins in the country. 

II. INSTITUTIONAL ASSESSMENT1 

 
7. The Department of Environment and Natural Resources (DENR) is the primary national 
sector agency tasked with protecting watersheds and river basins, and granting access to 
resource uses in these areas.  The continued degradation of the watersheds and river basins is 
a testament to the enormous challenges DENR faces.  DENR is also hampered by increasing 
responsibilities mandated by new laws, insufficient financial and human resources to meet these 
responsibilities, and an ambiguous record of policy and regulatory implementation that does not 
encourage sustainable resource management.  
 
8. Recent national laws (e.g. National Integrated Protected Areas System or NIPAS, Local 
Government Code, Clean Water Act, Mining Act, Indigenous People’s Rights Act or IPRA) have 
given local governments shared responsibility over natural resources management, and granted 
local communities and indigenous peoples preferential access rights to resource uses.  
However, after a decade of trials, devolution and participatory management remain illusory.   
 
9. Experts and practitioners agree that it is at the local government unit (LGU) level where 
authorities and responsibilities converge to address the various dimensions of sustainable 
natural resources management.  Local governments have a dual identity (government and 
corporation) that is appropriately suited for this pivotal role.  As government, it can ensure 

                                                 
1  A comprehensive report on Policy and Institutions prepared by Mark van Steenwyk is available on request. 
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stakeholder participation in planning and resource use allocation, accountability for public funds, 
equitable sharing of the burden of paying for environmental services (through fees), and firm 
enforcement of regulations.  As corporation, it has flexibility to retain funds, enter into business 
ventures with private sector and communities, and invest in support mechanisms that will further 
attract investments.   
 
10. The INREM approach is anchored on turning local governments into catalysts of 
investments in the URB, so that enough revenues are generated to meet the costs of 
conservation.  INREM approach also supports adjustments in national and local policies to 
institute payment for environmental services, complete with institutional mechanisms to collect 
payments, reinvest in conservation and monitor impacts.  DENR will devote its resources for 
national strategic planning, capacity-building for LGUs and monitoring and evaluation. 
 
11. The keys to attracting investments in the URB are: 

 
(i) to clearly define natural resource use rights, and ensuring that these rights are 

stable over the long term; and 
(ii) to clearly identify who (which agency or official) has the authority to make final 

decisions on access rights to natural resources, based on rational criteria and 
procedures that are publicly known and accepted. 

 
12. The foundations of INREM approach are already expressed in existing policies, and 
synthesized in a recent Presidential Executive Order.  Executive Order No. 318 (2004) on 
Sustainable Forest Management provides, among others: 
 

(i) The government shall provide a favorable and stable policy and investment 
environment-friendly forest based industries, ensure their sustainable raw 
material supply and encourage value-added processing in-country to boost rural 
employment and the economy. 

(ii) Incentives shall be provided to encourage co-management of forest resources 
involving national and other government agencies, LGUs, civil society, and the 
private sector. 

(iii) Local, regional and national plow-back mechanisms of utilizing proceeds from the 
use of watersheds, forests and forestlands for ecological and environmental 
services such as, but not limited to power generation, supplying domestic and 
irrigation water, and eco-tourism, shall be developed and promoted to finance 
forest protection, rehabilitation, and development. 

(iv) Forest land use plans shall be incorporated by LGUs in their comprehensive land 
use plans. National Government agencies shall assist LGUs in this endeavor. 

III. EXISTING INSTITUTIONAL ARRANGEMENTS IN THE PROJECT AREA 

 
13. Programs to draw LGU support and private investments in watershed management have 
been tried many times in the last three decades, but have not been sustained.  Investors are 
hampered by the uncertainty of the status of lands opened for productive investments, and 
inconsistency/ arbitrariness in regulations on access to natural resources (i.e., harvesting 
rights).  In the Bauko-Sabangan-Sagada Watershed, it is not clear whether the land will remain 
a protected area (managed by the protected areas management board (PAMB) under the 
NIPAS Act), or as ancestral domain (managed by indigenous peoples (IPs) under IPRA), or be 
released as agricultural land to recognize and regulate existing development that has 
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transformed the landscape from mossy forests to vegetable gardens planted to high-value crops 
(managed by DENR but are de facto tilled by private individuals).  
 
14. The determination of legal status and proper land-use has wide-ranging impacts on 
rights, livelihoods and government support programs.  Investors are unsure who makes the final 
decision (on access rights) under which legal framework (NIPAS, IPRA, Forestry Code, Public 
Land Act, Local Government Code, etc).  As long as the uncertainty remains, it will not 
encourage long-term investments, but breed a culture of short-term take-all exploitation, which 
goes unchecked because of government’s inability to strictly and uniformly enforce existing 
regulations.  DENR field officials have long realized these problems and know the solutions, but 
frequent changes in top leadership and frequent reassignment of field managers have only 
resulted in unsustained programs.  In the meantime, other national agencies (DA, DAR, DPWH) 
are implementing development-oriented programs that are inconsistent with the land use 
suitability and legal classification. 
 
15. The approach to devolution has similarly vacillated.  Most reviews on devolution of 
environment and natural resources (ENR) management point to the lack of willingness and 
readiness of LGUs to take on the responsibility.  There are many success stories of LGU-led 
ENR programs, but they are all dependent on the presence of enlightened individuals – in 
DENR field offices and LGUs.  When the individuals leave, the programs falter.  These 
champions operated under the same policy regime as in any other place, so there is no reason 
why their success cannot be replicated.   
 
16. Experience shows that the local champions are able to assure consistency in policies 
that then attract stakeholder participation and private investments.  In order for programs to be 
sustained beyond the terms of local champions, the policy and legal regime (tenure instruments, 
contracts, resource use rights, etc.) need to be adjusted so that parties are assured of 
consistency and compliance, without the need of personal assurances of local and national 
champions.  
 
17. Programs and institutional arrangements must be anchored on local culture and 
traditions.  In the Cordilleras (including Chico River Basin), traditional practices on sustainable 
forest management are still strong, and local consensus-building (peace) processes still 
function.  In both Bukidnon and Bohol provinces, local institutions have been established to 
broaden the base of stakeholder participation in decision-making that can potentially survive 
changes in personal leadership. The challenge is for DENR to prepare a definite roadmap to 
guarantee phased devolution over a definite time frame, subject to demonstration of capacity by 
the LGU partner.   
 
18. Bukidnon Provincial Government has been providing support for the management of 
protected areas and has set-up local enforcement programs to control illegal logging— 
responsibilities that are traditionally led by DENR.  Bukidnon has a track record of turning 
welfare programs (healthcare, livelihood, housing) as self-sustaining local enterprises, and is 
interested in doing the same for a URB management program.  Bukidnon can serve as model 
and provincial officials can mentor their peers in the other provinces covered by the project 
area. 
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IV. PROPOSED INREM INSTITUTIONAL FRAMEWORK UNDER THE PROJECT 

 
19. Despite what appear to be insurmountable challenges in policy consistency and 
devolution, Project implementation does not require as a condition precedent that laws or major 
policies be changed.  The Project is designed to demonstrate that the current legal and 
regulatory framework can be adjusted or strengthened to provide the stable environment for 
investments.  As a general strategy, the Project will work with existing institutions but will require 
that these institutions adjust certain details of implementation of current regulations as a 
demonstration of their commitment to and understanding of the fundamental approaches of 
INREM.  
 

A. Policy adjustments needed for effective implementation 
 
20. The first component on Land-use assessment and natural resources management 
planning will require adjustments in: 
Definition of ‘forest’ and forest cover categories – to accurately measure REDD and carbon 
sequestration 

(i) Undertake land use assessment as the basis for INREM to ensure sustainability, 
integrity and viability of watersheds for continued delivery of services 

(ii) Institutions mandated by existing law to manage conservation areas must be 
convened (e.g. PAMB of Lake Lanao) 

(iii) Management institutions outside of protected areas must be created (either by 
DENR co-management or local legislation) 

 
21. None of these adjustments are new, either they are on-going, as part of regular policy 
review, or are mandated by existing laws but not yet implemented. 
 
22. Appropriate designed (management plan based) field investments under the second 
component are at the heart of INREM strategy of stimulating economic activities in the 
watersheds and capturing PES; and the needed adjustments can all be done under existing 
laws and regulations: 
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CBD = Convention on Biological Diversity, CBFM = community-based forest management,   CDM = clean 
development mechanism, DENR = Department of Environment and Natural Resources, EPIRA = Electric Power 
Industry Reform Act, FASPO = Foreign-Assisted and Special Projects Office, IFMA = integrated forest management 
agreement, JMC = joint memorandum circular, LGU = local government unit, NIPAS = National Integrated Protected 
Areas System, PACBRMA = protected area community based-resource management agreement, REDD = reduced 
emissions from deforestation and forest degradation, UNFCCC = United Nations Framework Convention for Climate 
Change. 
 
23. The third component on project management will only require an internal change in the 
way DENR sets targets and tracks results: 
 

(i) management by result - establishing and measuring indicators: environmental, 
social, economic, institutional; 

(ii) capacity-building - learn by doing (DENR as mentor of LGUs); not as “pre-
condition” for devolution; and 

(iii) institutionalize a GIS-based information system that is relevant, accurate, timely, 
and science-based, to support informed decision-making. 

 
24. Figure 1 below shows the general institutional framework by which the project will 
operate.  Because the Project will initially work with existing institutions, institutional 
arrangements are influenced by the legal classification of the land (especially in protected areas 
and ancestral domains) and initiatives already made by local governments (e.g. establishment 
of watershed councils or boards). 
 

Policy Adjustment Needed Existing Policy 

A.  Investments for  stimulating sustainable economic 
activities in watersheds 
 
DENR 

• Strengthen forestland tenure instruments to ensure 
stable rights 

• Direct management over tenured lands devolved to 
LGUs (managed as production areas) 

• (Possible, turn-key basis) devolution of tenure issuance 
to LGUs (blanket instrument to LGU) 

• Regulations over harvesting from commercial plantations 
and agroforestry areas rationalized 

LGU 
• Establish enterprise office or unit that will manage 

watersheds (in support of the policy-level management 
institution) 

• Implement infrastructure components that will facilitate 
sustainable investments in watersheds (roads, irrigation, 
water supply) 

• Enact ordinance to strengthen law enforcement against 
illegal logging, land conversion, etc. 

 
 
 
 

• CBFM, IFMA, PACBRMA, etc 
 
• LGC, JMC 03-01 
 
• Extension of JMC 03-01 
 
• (Secretary’s discretion to suspend 

harvest rights – some say arbitrary) 
 
 
• Local Government Code (LGC) 
 
 
• LGC 
 
 
• LGC 

 

B.  Institutionalizing PES 
 
DENR 

• Carbon market: REDD and CDM 
• Grants from global funds (biodiversity, climate change) 
• Ensuring that current national fees such as energy tax 

are plowed back to watershed conservation 
LGU 

• User fees, special levy 

 
 

• UNFCCC, under negotiations 
• CBD, UNFCCC, FASPO guidelines 
• NIPAS, EPIRA 
 
 
• LGC 
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Figure 1:  Project interventions and institutional arrangements  
with respect to land classifications 

 
 INREM =  Integrated Natural Resources and Environmental Management  NIPAS  = National Integrated  
 Protected Areas System, PAMB = Protected Area Management Board, PES = payment for environmental 
 services. 
 
A.   Protected Areas and Ancestral Domains 
 
25. The first major challenge in project implementation and long-term sustainability is 
dealing with the overlap between ancestral domains and protected areas, which can potentially 
result in conflict of jurisdiction among institutions tasked by different laws to manage the same 
area. 
 
26. Under the National Integrated Protected Areas System (NIPAS) Act, a protected area is 
to be managed by a Protected Area Management Board (PAMB) chaired by DENR and 
including representatives from local government units (all provinces, cities, municipalities and 
barangays covered by the PA), civil society, community representatives and indigenous 
peoples.  Day-to-day operations are the responsibility of the PA Superintendent, who is an 
official of DENR.  The PAMB is responsible for preparing a PA management plan that includes 
zoning and defining allowable activities in each zone, including limited harvesting rights for 
livelihood of communities living inside the multiple-use zone (MUZ). 
 
27. NIPAS Act is a framework law and does not create or delineate PAs.  Congress has to 
pass a specific law for each area to cement its status as a protected area.  Before Congress 
passes a law, there is a long and tedious process of technical validation, community 
consultations and proclamation by the President, before a bill is sent to Congress.  Out of the 
235 initial areas for consideration, Congress has enacted only 10 specific PA laws in 17 years of 
NIPAS implementation.  All other areas are in various stages of validation and confirmation, 
which creates an uncertainty on the ground as to the status of these areas and the 
legal/regulatory framework that applies. 
 
28. The Project area includes Mt. Kitanglad Range Natural Park (Bukidnon), the first and 
probably the most successfully managed protected area. Lake Lanao Watershed is a initial 
component of NIPAS, but the NIPAS process has not been followed after the President created  
a Council in 1992.  Mt. Data in Chico is so degraded because of land conversion to vegetable 
farms that DENR is recommending for its disestablishment as a protected area.   

NIPAS 
       Protected Areas 
 Strict Protection    Multiple-use        

Ancestral domains/ lands

Public domain  
(forest, national park, mineral lands) 

Alienable & Disposable 
        (agricultural) 

conservation  
rehabilitation          improved roads, water supply and irrigation 

   commercial plantations  agroforestry        PES mechanisms 

                                      I           N         R         E         M 

PAMB and/or IP Council LGU-based multi-stakeholder institution 

Non-NIPAS watersheds 
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29. Upper Bukidnon, Lanao and Chico river basins are also home to several indigenous 
peoples.  Many of the areas declared as PA are the same areas claimed and titled to IPs as 
ancestral domains.  Under IPRA, a certificate of ancestral domain title (CADT) is official 
recognition that the land and resources on it, were owned by the IPs prior to the creation of the 
Philippine state; therefore ancestral domains should not be part of public land.  This is a 
contentious issue that is the root of the conflict of rights and jurisdiction between DENR and IPs.   
 
30. Under IPRA, IPs are wholly responsible for management of their area, but they are 
mandated to prepare a management plan that is consistent with the conservation of natural 
resources.  On the surface there is a clear overlap and conflict between the jurisdiction and 
powers of the PAMB and the IPs. There are significant initiatives to harmonize the overlapping 
frameworks, but these efforts are aimed at operational (administrative) efficiency and do not 
address the fundamental issue of the extent of IP rights and ownership of lands and resources.  
This issue cannot be resolved completely in the near-term.  Fortunately, the resolution of this 
issue is not a requisite for the implementation of the Project. 
 
31. For PAs and ancestral domains (in critical parts of the watersheds – steep slope, closed 
canopy natural forests, geologically hazardous) the Project generally prescribes that the area be 
left alone as conservation or cultural zones, where no significant investments will be made 
except for conservation and rehabilitation.  The Project will work with existing institutions 
(PAMB, tribal councils) and incorporate existing management plans into the overall Project 
recommendations for land-use and investments. 
 
32. Ambiguity of authorities should not be a hindrance to strategic planning as there is only 
one goal regardless of the legal framework - conservation of natural resources with support for 
sustainable livelihoods.  The resource assessment and strategic planning component of the 
Project can proceed unhampered by the apparent conflict in jurisdictions. 
 
33. To ensure that the Project-facilitated strategic plan is acceptable, all institutions and 
stakeholder groups should participate in the strategic planning process – contributing existing 
plans and resources.  The idea is to integrate the PA management plan, IP development plans, 
and local land use plans into a unified strategic plan for the URB. 
 
34. One interest of Project intervention in the protected area is to demonstrate costs of 
conservation and the proportionate contributions of communities in conservation, in order to 
justify payments for environmental services that should be channeled to the institutions and 
communities that provide protection for the continued flow of environmental services.  Existing 
institutions must be able to quantify their contribution, receive payment, implement activities and 
measure the benefits.  The Project can work with the PAMB or tribal council for these monitored 
conservation and rehabilitation activities.  No new institutional mechanisms are needed. 
 
35. Project activities will include patrolling and law enforcement, assisted natural 
regeneration, and reforestation in degraded forest lands.  It will not be directly involved in 
conflict issues in PAs, such as domains boundary delineation, recognition of rights and claims of 
IPs or tenured migrants because addressing these issues are not absolutely needed in 
achieving Project goals, and because of the uncertainty of resolving these issues within the 
Project timeframe. 
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B.  Watersheds Outside of Protected Areas, and Alienable and Disposable Lands 
 
36. Where the current condition of the area is not suited for PA status (e.g. Mt. Data, 
including Bauko watershed), or if locals are capable of managing outside of PA framework (e.g. 
Mt. Kalawitan, Mt. Province) or if NIPAS implementation is hampered by other conflicting laws 
(e.g. Lake Lanao), DENR should move for disestablishment of the site as a NIPAS protected 
area.    
 
37. For areas of the watersheds outside of the PA boundaries, LGUs should take the lead 
role over time (through phased devolution), respecting the ancestral domain titles in the same 
way as ordinary land title holders. 
 
38. However, a local government needs to have access rights over natural resources in the 
URB, which it can use as start-up capital.  DENR can transfer access rights (akin to tenure 
instruments or stewardship) to local governments for this purpose.  Local governments can then 
use the access rights as capital for watershed investments, in partnership with local 
communities and private investors.  
 
39. Phased devolution can occur within the project timeframe, following a definite schedule 
and milestones (See Annex 1): 
 

(i) Resource assessment and strategic planning should be facilitated by DENR, 
providing guidance to LGUs. 

(ii) Rehabilitation should be funded by DENR in the initial years, as part of 
demonstrating to LGUs how it is done, with particular focus on documenting 
carbon sequestration and/or water conservation; enhanced protection should be 
the counterpart of the LGU, compensating local community enforcement teams. 

(iii) LGU should prepare ordinances that approximate PES, in order to generate 
funds for conservation – including imposing user fees and entering into 
investment agreements over the forest lands turned over to LGU for stewardship. 

(iv) As LGU funds from ordinances come in, LGU should shoulder an increasing 
percentage of the project costs (including borrowing funds to finance field 
activities), until it fully funds all activities by end of project. 

 
40. Production areas under LGUs should be able to generate revenues, and pay for 
conservation and protection: 
 

(i) LGUs invest in improving production—to increase revenue and stop further 
expansion (improved rural roads, water supply and irrigation in exchange for no 
expansion, improved farming practices and protection) 

(ii) Technical extension to promote commercial timber production and agroforestry; 
product development and marketing; investment promotion, financing 

(iii) PAs and ADs become beneficiaries of funds generated from production areas 
(iv) LGU revenues either donated to PAMBs or Tribal Councils, or invested in 

activities or areas assigned to LGUs, consistent with the URB strategic plan. 
 

41. To ensure that local governments do not abuse the access rights, DENR can impose 
objective environmental performance conditions, including earmarking funds for resource 
rehabilitation or maintenance, reduction of adverse environmental impacts, protection of rights 
of local poor dependent communities and indigenous peoples.  Given concerns over LGU 
capacities and potential for abuse, DENR can transfer access privileges and associated 
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responsibilities on a turn-key basis, following a definite roadmap with clear, objective 
milestones. 
   
42. Table 1 provides a summary of institutional issues that need to be addressed in Project 
implementation. 
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Table 1: Key Institutional Issues Relevant to Project Implementation On-site 

DA = Department of Agriculture, DAR = Department of Agrarian Reform, DENR = Department of Environment and Natural Resources,LGU = local government unit, NIPAS = 
National Integrated Protected Areas System, PAMB = protected areas management board. 

 
Land-use 
options 

 
Investment 

Options 
Relevant institutional/legal  issues Recommendations 

 
Pre-requisites for action 

Conservation 
and protection 
 
Rehabilitation 
and protection 

 Reinforced 
protection 

 Assisted Natural 
Regeneration 

 

Weak NIPAS implementation: Unclear 
decision to disestablish non-viable areas, No 
PAMB / non-functional mgmt inst, conflicting 
mandates of agencies or groups given 
management authority 
 
 
 Poor law enforcement capability 
 
 
 Lack of funds to support conservation 

activities 

 Promote Mt. Kitanglad Range Natural Park as model of 
participatory management with strong LGU support 

 Disestablish ‘conservation farming’ areas or where NIPAS is not 
feasible as a management option 

 Assign implementation of PA management plan to willing LGUs, 
or allow LGUs to manage conservation areas outside of NIPAS 
framework under the auspices of a modified MOA 

 Design comprehensive enforcement strategy development 
combining prosecution, alternative livelihood, rehabilitation of 
forests 

 Find new sources of revenue allowed under current legal regime 
to collect fees from downstream beneficiaries to reinvest in 
watershed protection and rehabilitation 

 Explore and recommend long-term policies to institute payment 
for environmental services from local, national and global 
communities. 

 Cross-learning among 
PASu staff and PAMBs 

 Proclamation for 
disestablishment 

 MOA between PAMB 
and LGU; hold 
proclamation as PA 

 Enforcement training, 
equipment support 

 
 Local legislations to 

impose fees; studies on 
willingness-to-pay 

 Research on PES 
policy, implement policy 
and new laws 

Production 
forestry 

 Commercial 
forestry 

 Agroforestry 

 Unclear status of land as for conservation 
or production (some still under antiquated 
proclamations)  

 Overlap with other resource uses (mining) 
 Overlap with ancestral domains or existing 

tenure instruments 
 Lack of incentives for investments 
 
 Unsecured  harvest rights 
 No foolproof system of monitoring and 

labeling of origin of harvested products (to 
support permit issuance) 

 Implement land-use assessment and strategic planning to 
delineate production areas; disestablish/ clarify as non-NIPAS 
areas 

 
 
 Require investors to work with local communities (protection 

from displacement) and develop arrangements for equitable 
sharing of production benefits. 

 Amend tenure agreements to guarantee harvest rights that may 
be cancelled only after notice and hearing 

 Assign clearly delineated production areas to LGUs that can 
operate these areas as businesses; DENR monitors based on 
pre-agreed indicators 

 Training for land-use 
assessment and strat 
plan (DENR to train 
LGUs) 

 
 Prototypes of 

investment contracts 
that protect locals 

 Revise terms of tenure 
instruments 

 Revise co-mgmt 
agreement to improve 
terms of phased 
delineation 

Agriculture 
areas 
(including 
“perennial crops 
and farming” 
areas) 

 Rural 
infrastructure 
improvements 

 IEC and 
technical 
extension 

 Unclear legal status of land 
 
 
 
 
 Lack of technical extension services for 

environmentally sound farming practices 
 Conflicting support programs provided by 

different agencies (DA,DENR,DAR,LGUs) 

 Clarify status of land (disestablish from NIPAS if appropriate, 
delineate AD, release as A&D if appropriate) 

 Strictly enforce environmentally sound conservation farming 
practices (contour farming, terracing, organic production (to 
reduce contamination downstream), etc. with no expansion, etc) 

 Technical extension and IEC program (integrated across sectoral 
concerns) 

 Local conflict management processes 

 Publish land 
classification, zoning 
data and maps after 
land classification, 
delineation and strat 
plan 

 Training for LGUs to 
conduct tech ext and 
IEC, ADR 
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C. Local Government Enterprise 
 
43. LGUs are now commonly creating multi-stakeholder bodies for coordination and 
participatory decision-making on environmental issues.  These bodies are either mandated by 
law (e.g. solid waste management boards) or voluntarily established by the LGU (e.g. Bohol and 
Bukidnon watershed management bodies).  These bodies are often consultative and created for 
policy-setting. 
 
44. In addition to a policy-setting stakeholder-representative body, the LGU should also 
create or designate an office that would manage the LGU-managed areas as an enterprise.  
Many LGUs have created economic enterprise offices to manage LGU business operations 
such as hospitals, markets, health insurance, housing, etc.  There is rich experience in 
enterprise management and many best practices (e.g. Bukidnon Provincial Economic Enterprise 
Development Management Office).  It is just a matter of applying the same enterprise 
management principles and practices on watershed resources identified for production. 
 
45. LGU stewardship of production areas, as part of phased devolution, should ensure that 
local communities and IPs are not displaced by outside investors.  Investment contracts can be 
tailored to ensure that investors partner with local people for production activities in these areas.  
Protection of local communities can also be part of the conditions or indicators that DENR 
monitors. 

V.  CREATING AN ENABLING POLICY ENVIRONMENT 

 
46. The fundamental tool for attracting investments already exist in current laws and policies 
in DENR’s broad powers to grant resource use rights (various permits and tenure instruments).  
Current policy favors local community grantees of access rights through CBFMAs, although 
large commercial investors are also eligible for industrial scale access to public lands or timber 
production.  Project implementation will not require a fundamental change in laws, but an 
adjustment in implementation of regulations. 
 
A.  Strengthening implementation of regulations on resource use rights 
 
47. There are serious challenges to the economic viability of the CBFM model – 
communities lack the technical capacity for commercial production, product development and 
marketing, or lack entrepreneurial skills to manage a business.  There are questions about the 
wisdom of giving collective rights to communities (as opposed to individuals or families), 
especially since experience shows that very few community organizations actually succeed.   
 
48. The community model is anchored on the assumption that it takes a whole community to 
protect/conserve/rehabilitate the natural resources, which is the primary duty in exchange for 
which the community is granted the privilege of using the resources for livelihood.  However, 
general practice, even among strong IP communities is that livelihood activities are family-based 
not communal – which is inconsistent with the community-based model. 
 
49. Under the Project, the community-based model may be adjusted such that resource use 
rights are given to individuals or families, but the duty to conserve/protect/ rehabilitate resources 
is a collective responsibility.  Agreements should also be adjusted to equitably price the 
contribution of the community/families in resource conservation/rehabilitation.  Perhaps access 
rights are not enough “payment’ for their ‘service’, but in fact additional compensation should be 
given commensurate to the inputs of the community/families in conservation/rehabilitation.  
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Compensation can come from payments made by downstream resource users and global 
beneficiaries of rehabilitating and conserving the forests. 
 
50. For commercial investors, their principal concern is for stability of policies on resource 
use rights so that they can predict and capture reasonable returns on investments.  Current 
policy is problematic or investors because the grant of rights in the form of permits/tenure 
agreements (such as IFMAs) is on a case-to-case basis anchored on the permitting powers of 
DENR, yet these rights may be effectively removed by a blanket regulation through the quasi-
legislative powers of the agency, which affects [in fact, deprives] all tenure holders, regardless 
of the fact that the tenure holder may have been religiously complying with the terms of the 
grant given earlier. 
 
51. Under the Project, tenure instruments [for communities and private commercial 
investors] will be adjusted so that any cancellation of rights must be done on a case-to-case 
basis, in the same manner that these were granted, and only after a finding of violation of the 
terms of the instrument in a fair hearing.  In this way, the anomalous situation of individual 
permits being rendered useless (including millions in investments) through general regulations 
will no longer happen.  Permits and tenure instruments will have security over the period and 
terms originally agreed upon for as long as the holder is in compliance with the terms of the 
agreement (See Annexes 2 and 3).  Performance indicators should be agreed upon at the time 
the tenurial instrument is granted, between DENR, LGU and the awardee. These should be 
unambiguous, measurable and verifiable; the measurement procedures should be such that if 
repeatedly done under the same conditions the results are the same. Subsequent administrative 
prescriptions by DENR that would substantially change the agreed-upon performance indicators 
should not be applied retroactively and unilaterally; if there is a need to change the indicators 
and measurement parameters this should be done through an equitable negotiation between 
parties. 
 
B.  Clarifying decision-making processes for investments 
 
52. Devolution of DENR’s responsibilities to LGUs is inevitable, as mandated by law and 
given DENR’s lack of resources to perform its mandated functions under many new 
environmental laws.   
 
53. LGUs are in a better position to manage URB areas as an enterprise to attract 
investments because of its dual character as government and corporation, and the LGUs’ 
plenary powers over all issues that are intimately linked to environment [livelihood, health, local 
economic development, land-use planning, infrastructure, agriculture, etc]. 
 
54. The Project proposes that all public lands in the URB outside of protected areas be 
handed over to LGUs primarily as production areas.  In effect, DENR will give a blanket tenure 
instrument to LGUs.  Current policies on co-management are a step in this direction.  The 
difficulties in the present models of co-management include DENR’s reluctance to share/hand 
over substantive decision-making powers to LGUs – insisting, for example, that all permits still 
emanate from DENR.  In the end, LGUs are discouraged because the demands of co-
management are high [LGUs tend to cover all the costs], but in the end, the LGUs play a 
subordinate role in decision-making and gain almost nothing in benefits [all fees goes to 
National Treasury]. 
 
55. Under the Project, co-management policies (broadly outlined in existing regulations such 
as Joint DENR-DILG Memorandum Circular 2003-01) will be further strengthened to provide 
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clear parameters for decision-making, with a gradual but definite transfer of powers to LGUs, 
subject to meeting performance standards. 
 
56. As blanket tenure holder, LGUs can have the flexibility in entering into commercial 
agreements with communities and/or large investors for productive endeavors [timber 
production, agroforestry, etc.  LGUs can also provide support infrastructure as incentives for 
investments.  The Project will showcase these arrangements in demonstration areas in the four 
watersheds. 
 
57. Commercial agreements can be in the form of sub-tenure agreements to communities or 
investors, joint-ventures, build-operate-transfer, and other modes.  Part of profits from these 
ventures can be captured to reinvest in the conservation/rehabilitation areas as a condition to 
the blanket grant of tenure to the LGUs. 
 
C.  Equitable sharing of benefits from natural resources use 
 
58. The rush to create wealth, even if the purpose is to conserve natural resources, can 
result in the displacement of local communities and indigenous peoples who live within the 
URB.  Most of these communities do not have the capacity to compete with large investors in 
proposing income-generating projects.  However, INREM approach is not only about generating 
revenue for conservation, it is also for ensuring equity in sharing of benefits from natural 
resources use. 
 
59. DENR, or eventually, LGUs can provide in the investment contracts that investors 
partner with local communities and IPs in order to ensure that local poor communities benefit 
from the investments and are not displaced. 

 
D.  Payment for environmental services 
 
60. Despite the present degraded condition of most URBs, there are enough products and 
services provided by these resources to improve the lives of local dependent communities and 
meet the growing demand for environmental products and services.  The main challenge is to 
impose on resource users a fair share of their incomes to reinvest back to conserving the URB 
and ensuring the sustainable flow of products and environmental services.   
 
61. Payment for environmental services is not clear under current policy and regulatory 
framework, although existing laws and regulations can be used to allow national and local 
governments to impose charges that approximate the fair payment for environmental services.  
Payment from the global community through mechanisms created under multilateral 
environmental agreements (UNFCCC, CBD, etc.) has largely remained untapped.  
 
62. At present, revenues from CDM are not likely to materialize because of the difficulty in 
registering forestry projects.  There are serious efforts to develop new global consensus on 
payments for REDD, but this will have to await conclusion of negotiations under the UNFCCC 
framework in December 2009 and implementation can take several years further into the future.  
However, in the meantime, investments in data gathering and baseline establishment should be 
made to support implementation of, and future claims for payments for REDD credits. 
 
63. There are examples of provisions under existing laws that approximate PES, a more 
thorough survey of the laws and options for policy adjustments to address PES is needed during 
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Project implementation since the solutions probably lie in local ordinances that are to be crafted 
on a case-to-case basis. 
 

Table 2:  Provisions in existing law relevant to PES 
Existing law Description Comments Proposed adjustments

NIPAS Act Proceeds from sale of 
natural resources; fees from 
other uses of PA resources 
and facilities go to the IPAS 
Fund that DENR can use 
directly for PA management 

Revenues are generated 
only from activities within PA 
or from resources taken 
directly within the PA; does 
not include fees for water 
flowing out of PA 

Raise revenues from use of 
resources coming out of the 
PA, such as water, through 
local ordinances and donate 
proceeds to IPAS Fund; 
Enactment of ordinances 
can be a condition for grant 
of blanket tenure to LGUs 

Local Government 
Code 

LGU power to have an 
equitable share in the 
proceeds from the 
utilization and development 
of the national wealth and 
resources within their 
respective territorial 
jurisdictions including 
sharing the same with the 
inhabitants by way of direct 
benefits 

law does not require that the 
LGU spend part of the 
proceeds to reinvest back in 
conserving the resources 
utilized – only a sharing 
scheme among province, 
city, municipality and 
barangay 

Require LGUs [each level 
that receives a proportionate 
revenue benefit] to earmark 
a portion of the revenues for 
re-investing in conserving 
the natural resources base 

Local Government 
Code (sec 240) 

LGU power to impose a 
special levy on the lands 
comprised within its 
territorial jurisdiction 
specially benefited by public 
works projects or 
improvements funded by 
the LGU 

This provision usually 
applies to infrastructure 
projects such as roads 

Broad interpretation of the 
provision can include 
‘improvements’ in the URB 
that provide environmental 
services [e.g. water] to 
certain lands [e.g. farms, 
urban areas] that can then 
be charged a fee to pay for 
URB conservation/ 
rehabilitation activities 

Clean Water Act Creation of area water 
quality management fund 
sourced from pollution 
charges imposed on all 
dischargers of wastewater 
within a defined area 
(WQMA), proceeds to be 
used directly for water 
quality management 
activities within the area 

Guidelines for the creation 
and management of the fund 
still not approved; fees 
collected only from polluters 
within the area, but not from 
polluters outside that may 
still impact water quality 
within the defined area 

Either broaden the scope of 
the WQMA to include the 
entire watershed; or allow 
use of area fund for 
conservation/rehab of the 
water sources which may be 
outside of the defined area. 

Electric Power 
Industry Reform 
Act (and 
implementing 
rules) 

Communities hosting power 
generation facilities and 
sources of energy (coal, 
geothermal and hydro) are 
entitled to a share in the 
generation charges (1 
centavo per KwH) 

Problems in the definition of 
host community which does 
not often include the 
watersheds that supply the 
water to the reservoir; very 
little of the 1 centavo share 
is devoted to watershed 
conservation 

Amendment of energy 
regulations to redefine host 
community to include the 
watershed communities; 
rational allocation of the 1 
centavo charge based on a 
watershed conservation 
plan. 

Fisheries code LGU power to raise 
revenues from use of 
fisheries and coastal 
resources 

Basis for enactment of 
ordinances for user fees, 
such as diving fees. 

Quite successful in 
generating revenues from 
recreational fees that are 
then used for conservation 
activities 

DENR = Department of Environment and Natural Resources, LGU = local government unit, NIPAS = National 
Integrated Protected Areas System. 
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64. These existing laws and regulations, if adjusted to address need for PES can give 
needed experience and start a change in behavior and become the basis of future new laws or 
amendments to old laws that directly address PES, especially the mechanism for channeling the 
funds to directly compensate upland communities who are conserving the resources either by 
actively engaging in conservation/protection activities or foregoing development options in order 
to conserve the resources for the benefit of the people downstream. (See for example Annex 4: 
draft ordinance or Bukidnon). 
 

VI. INSTITUTIONAL CONSTRAINTS FOR PROJECT IMPLEMENTATION 
 
A.   Budgetary Constraints 

 
65. At the national level, annual government budgetary allotments for ENR management 
have not kept pace with growing mandates resulting from new ENR laws approved in the past 
decade. As a percentage of the national budget, the annual budgetary allocation for DENR to 
implement its vast and growing mandates amounts to less than 1.0% and has been declining 
during the past ten years.  Compounding this problem for DENR is the fact that its personnel 
costs until recently have increased in proportion to its operations, and its sector budget 
allocations continue to be disproportionate to current mandates.2 
 
66. At the local level, LGUs continue to experience a significant short-fall in funding to carry 
out the mandates conveyed to them under the Local Government Code.    While LGUs depend 
on annual Internal Revenue Allotments (IRAs) from the national government to help defray their 
operating costs, the funding from IRAs is, in most cases, insufficient to meet fiscal needs.  While 
the Local Government Code granted LGUs broad authority to generate revenue through local 
taxes and other measures, few have fully capitalized on these local revenue generating 
authorities.  

 
B.   Human and Technical Resource Constraints 
 
67. Human resources capacity is a major constraint to effective ENR management, both in 
terms of numbers of personnel and disciplinary skills, at all levels within government.   At the 
national level, government personnel technical skills are still predominantly linked to natural 
resources utilization, not environmental conservation.  Also, in proportion to its total staffing 
structure, DENR field presence is minimal with most of its personnel concentrated at the 
regional and central levels.  
 
68. The situation for LGUs in terms of human resource constraints is significantly more 
serious.  LGUs lack sufficient numbers of trained manpower to deliver basic services, let alone 
to perform ENR management functions.  While many provincial LGUs employ their own 
environmental officers, use consultants or rely on technical committees, boards or councils to 
handle ENR functions, most still rely heavily on DENR PENRO staff.  At the municipal LGU level 
the problem is worse.  Under the Local Government Code, municipal LGUs are encouraged to 
hire their own Municipal Environment and Natural Resources Officer (MENRO) but only a very 
few of the over 1,400 municipalities in the country have as yet done so, due in large part to 
insufficient funding.   Most cities on the other hand have been able to employ ENR officers, 
given their ability to generate more revenue, as compared to smaller rural townships, to support 
such hiring. 

                                                 
2  According to a recent World Bank report, DENR allocates substantially more of its budget for forest management 

related activities than for other environmental activities such as air, water and solid waste. 
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69. For LGUs engaged in watershed management, the human resources problem is not 
limited to the need for just ENR officers.  The municipal agricultural office does not have 
technicians with skills in sustainable agriculture, but could provide some monitoring of soil 
resource degradation if training were available.  Additionally, LGUs need training in integrating 
watershed management and forest land use planning (FLUP) within their comprehensive land 
use plans (CLUPs).  LGUs also lack personnel with competencies to advise upland 
communities on livelihood or small business development, technology transfer, market 
opportunities, or sources of credit.  LGUs are also under-equipped with respect to civil 
engineering capacity needed to develop sound planning for watershed land use and 
rehabilitation.  They also lack personnel and funding to support public awareness efforts aimed 
at better educating the public with respect to environmental protection and the wise use and 
conservation of natural resources.  

 
C.   Lack of Resources for Technical Extension 
 
70. There is a continuing need for technology transfer of appropriate upland farming 
practices which are environmentally-friendly, conserve resources, and minimize negative 
impacts such as soil erosion and ground water contamination.  Upland farming technology 
related to organic agriculture, drip irrigation, and planting systems such as sloping agriculture 
land technology (SALT) all hold good promise for improving conservation in farming practices.  
More extension and training, however, is needed in order to transfer these eco-friendly farming 
technologies to upland communities, and to ensure their adoption by farmers.  Such training 
should be demand-driven, promote entrepreneurship, and be gender as well as culturally 
sensitive. 
 
D.   Lack of Support for Integrated Planning and Management 
 
71. There is a pressing need to accelerate the pace of preparing forest land use plans 
(FLUPs) in order to give vitality to community-based forest management (CBFM) programs 
while at the same time integrating these FLUPs along with broader watershed management 
plans into the comprehensive land use plans (CLUPs) which LGUs are responsible for 
preparing under the Local Government Code.  Here again, land use planning capacity becomes 
an important factor.  Many LGUs do not have sufficient in-house technical capacity to prepare 
quality FLUPs.  As such, building land use planning capacity at the provincial LGU level to 
assist municipal LGUs in the preparation of FLUPs is an important need. 
 
E.   Lack of Support for Enterprise Development 

 
72. An evaluation report of the Western Mindanao Community Initiatives Project (WMCIP), 
conducted in September 2007, found that improved linkages between microfinance institutions 
(MFIs) and business development support services providers was needed to successfully 
reduce poverty through livelihood and enterprise promotion programs.   The report evaluation 
also found that NGOs in general were not well suited for promoting enterprise development and 
providing business development services (BDS), as they lack entrepreneurial vision and 
capacity, and are not therefore the best “teachers” of business skills.   Other significant findings 
include the need for assuring that financial services are provided by prudently regulated and 
effectively supervised financial institutions and such financial services should allow for easy 
access, be timely to business needs and follow market interest rates.  
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73. Past efforts to promote livelihood and enterprise growth in upland areas have often been 
production focused and supply-driven.  Such efforts have also neglected the importance of 
establishing close linkages between the upland entrepreneurs, financial suppliers, and BDS 
providers.  Knowing market demand, having access to market information, and being able to 
offer product quality assurance are all essential to business success.   
 
74. Under the WMCIP, it was observed that “while the project helped improve access to 
agricultural commodity markets through construction of farm to market roads, it did not address 
institutional concerns of market operations and pricing, nor did it focus on improving farmer 
beneficiaries’ knowledge and skills in agri-business and marketing.”  The failure to follow a 
“market-oriented approach to rural livelihoods/enterprise development was a weakness in 
WMCIP, with both its orientation on subsistence activities and poor market linkages.” 3 
 
F.   Low Public Awareness for Watershed Conservation  
 
75. Strong public awareness of the need for watershed conservation is critically important to 
the process of improving watershed management practices.  In the case of forests resources, 
for example, strong public awareness of the need for forest preservation resulted in increased 
private sector investment in tree farming which has contributed to increased forest cover in the 
country.    However, there is still an insufficient level of public awareness with respect to the 
importance of managing ecosystem resources on a sustainable basis, or the implications of the 
failure to do so.   Another example is cited from Agusan River Basin master plan report, where 
extensive environmental destruction from illegal livelihood activities was attributed to 
widespread lack of public awareness.  Heightened public awareness could have motivated the 
public to demand open, transparent and effective actions from government regulatory agencies, 
and also mobilized public action to assist amid weak government efforts. 
 
76. LGUs lack personnel and funding to support public awareness efforts aimed at better 
educating the public with respect to environmental protection and the wise use and conservation 
of natural resources.   New revenue generating mechanisms and increased private sector 
participation and investment is needed to overcome these constraints.  At the national level, 
DENR needs to allocate more resources for mass media campaigns to improve the level of 
public awareness concerning the importance of ecosystem and watershed preservation.  

 
G.   Lack of an Efficient Decision-Support System 
 
77. Basic data and information concerning environment and natural resources, needed in 
watershed planning and management, is incomplete and inaccessible in most instances to 
watershed stakeholders, including those responsible for preparing watershed management 
plans.   At the local level, LGUs have very limited access to reliable data and information on the 
natural resources within their respective jurisdictions.   And, much of the information that they do 
have is outdated.   The majority of municipal LGUs, for example, do not have up to date records 
on land titling, land use, and water resources within their jurisdictions.  Nor do they have any 
monitoring systems in place to collect and track data related to changes in water use patterns or 
water and soil quality.      
 

                                                 
3  Under WMCIP, of the 84 group enterprises assisted, only 31 (37%) were found to be operating at the time of the project’s interim 

evaluation.  The project worked with eight different agencies and NGOs to provide various enterprise support services, including:  
training in product development and enhancement, training in entrepreneurship skills, facilitation of enterprise registration, 
installation of management and financial systems, feasibility studies preparation, attendance at trade fairs, provision of training 
equipment on post-harvest facilities, product testing, market linkages and preparation of enterprise sustainability manuals. 
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78. Over the past decade efforts have been made to improve data collection on the 
country’s natural resources through resource mapping.  NEDA, through its RDC networks have 
worked together with DENR, DA, NIA, DPWH and other NGAs and LGUs to produce area 
specific resource mapping reports which present a profile on the basic bio-physical, 
infrastructural, institutional, demographic, and economic characteristics of the geographic area 
of coverage.  The problem encountered with the information contained in these watershed 
characterization reports is that there are many information gaps and other information contained 
in these reports is often times outdated, requiring updating or validation.  Manpower and budget 
constraints, however, have limited efforts to collect new or fresh data.     
 
79. In October 2008, DENR issued a department memorandum circular (DMC 2008-05) 
establishing new guidelines on the preparation of integrated watershed management plans.  
Contained in these guidelines is a comprehensive checklist of information and data to be 
included in future watershed management plans.  The guidelines also stress the importance of 
adopting an integrated approach in planning.  This directive will have a significant contribution 
on improving the consistency, uniformity and overall quality of the watershed planning process, 
however, without additional funding for primary and secondary data gathering the timetable to 
produce future watershed plans and the quality of content within those plans will likely be 
compromised. 
 
H. Lack of framework for valuing and paying for environmental services 
 
80. New market-based instruments, such as payments linked to water or ecosystems 
services will be needed to help cover the cost of these ecosystem management services.  The 
adoption of an environmental user fee system or creation of community environmental 
guarantee funds, capitalized through LGU special levies, environmental taxation, or bond 
issuances for ENR protection and maintenance are measures to consider.    Fines and penalties 
for environmental abuse, or over use, backed by local ordinances and enforcement are 
alternative revenue generating measures.  Also establishing business tax reduction and other 
incentives to encourage more private sector investment in infrastructure linked to pollution 
reduction should be considered. 
 
81. Compensation systems will be needed in order to affect change in upstream dwellers’ 
behavior and practices (i.e. reduced use of chemicals and pesticides, less erosion, better 
cultivation practices, etc.) in order to achieve sustainable management of watersheds.  Water 
users (public or private) and downstream populations which rely on natural resources have to 
contribute to these compensation systems, as they are the major beneficiaries of stable 
watersheds.   
 

VII. INREM PLAN FOR INSTITUTIONAL STRENGTHENING 
 
82. Based on the foregoing assessment of institutional constraints, and the needs of Project 
implementation, the following actions for institutional strengthening will be included in Project 
implementation: 

a. Conduct a capacity needs assessment for DENR and participating LGUs – in the 
absence of existing data on current resources (human, financial, etc) devoted to 
existing activities related to watershed management, the Project will conduct an 
assessment of needs (number of personnel, budgetary support needed, available 
expertise/skills) to implement Project components. 
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b. Based on the assessment, engage experts to provide the technical skills training 
needed to improve service delivery and decision-making in the various institutions 
implementing the Project. 

c. Establish the structures and systems needed, such as the GIS-based decision-
support system. 

 
A.   Land Assessment 
 
83. For the land assessment component, DENR has the technical capability to conduct the 
assessment, but it will have to work closely with LGUs in the area.  LGU personnel will have to 
learn the process in order to follow the same procedures in future monitoring and evaluation 
activities that will be used to update the assessments.  Therefore, in addition to conducting the 
assessment, DENR personnel have to be able to teach, as well as provide the materials 
(equipment, data, manuals, etc) for effective learning. 
 
84. Land assessment involves gathering and analyzing current conditions of the URB 
including land-use and land-capability, hazard vulnerability, etc.  Normally, this would be a one-
time activity to establish baseline information for management planning.  However, anticipating 
the impact of climate change, land assessment may need to be updated periodically.  While 
DENR could continue to do the assessment on a regular basis, it may be more efficient to teach 
LGU personnel the skills, especially on field data gathering, given the limited number of DENR 
personnel in the field. 
 
B.   Natural Resources Management Planning 
 
85. Similarly, in natural resources management planning, DENR has existing procedures for 
management planning, enhanced by experiences and techniques contributed by various 
projects.  Management planning builds on the land assessment information to design an 
appropriate management plan for the area, given conservation and production goals.  In 
determining what is best for the area, the interests of various stakeholders groups must be 
taken into consideration – from local to global interests. 
 
86. The planning process necessarily involves extensive stakeholder consultations and 
consensus-building.  Both DENR and LGUs must be equipped with consensus-building skills 
and have the resources to conduct meaningful participatory planning. 

 
C.   Field Investment Activities 
 
87. Field investment activities will require enhancement of existing capacities of LGUs for 
conservation and rehabilitation of protection areas, commercial production of forest products, 
advocacy and education campaigns and technical extension.  While LGUs have the option to 
partner with private sector or civil society for these activities, it is important that key local officials 
have the skills provide these services so that they can effectively design and direct relevant 
programs (in TE-IEC, enterprise development, watershed rehabilitation, commercial production, 
etc. 
 
88. Given that the major focus of INREM is to generate revenues to pay for conservation, 
institutions have to build knowledge, skills and resources to explore and implement new sources 
of revenues for paying for environmental services.  This can include international sources 
through climate change and biodiversity funding mechanisms, and local sources through user 
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fee systems.  Designing PES mechanisms is a complex endeavor that needs input from various 
disciplines. 
 
89. Advocacy campaigns are critical since INREM approach is intended to change the 
mindset of resource managers and the community in thinking of watershed resources as 
revolving capital that continually produce beneficial products and services if conserved.  IEC 
Program requires communication skills for relating to the target audience, but the substance of 
the message has to be built on psychology, economics, sociology, politics, ecology and other 
disciplines. 
 
D.   Livelihood Enhancement 
 
90. Capacity for administering the livelihood enhancement component is critical because 
improvement of rural infrastructure can potentially open up opportunities for further over 
exploitation of natural resources by facilitating conversion of forest lands to agriculture or 
increasing migration into forest lands.  LGUs, working with DENR, DA, DAR, DPWH, NCIP, NIA 
and other national agencies, have to be able convey to beneficiaries of rural infrastructure that 
the consequent improvement in their lives is conditioned on their obligation to stop further 
encroachment on the protection areas.  LGU officials need advocacy and consensus-building 
skills and material resources to perform this task. 
 
E.   Project Management 
 
91. At the core of Project management is the GIS-based decision support system.  INREM 
approach requires science-based decision-making.  The DSS will provide relevant, accurate 
and reliable information for timely decisions.  Critical to the DSS is the system of gathering 
information from various sources (including national agencies, LGUs, communities, investors, 
academic institutions, even international sources).  Specific technical skills (GIS, IT, 
communications) will also be needed to process and package the information into materials that 
are relevant to the users (maps, graphs, write-ups, videos, etc).  The DSS has to be designed 
carefully with both users and providers of information.  The DSS will work only if there will be 
continuing commitments among information providers and users to keep the system updated 
and relevant. 
 
92. Table 3 summarizes the different generic institutional capacity-building elements, based 
on the requirements to implement an INREM approach.  Each site will have to conduct an 
assessment of existing capacity (especially the availability of human and material resources) 
before it can determine accurately the specific program for institutional strengthening 
appropriate for the site. 
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Table 3: Summary of Capacity Building Elements 

 
Project 
Component 

 
Capacity-building Needed 
to Strengthen Institutions 

 
Trainers 

 
Trainees 

Indicative 
Cost 

(‘000 PhP) 

Year implemented 

1 2 3 4 5 6 7 
A.  Land use 
assessment  

 Trainers’ training for DENR technical staff 
 Basic and advanced GIS for selected LGUs 
 Field validation/ data gathering 
 
 

 TA for training DENR 
as trainers, preparing 
training materials; 

 DENR as trainer of 
LGUs 

 DENR (trainers’ 
training) 

 Selected LGU 
personnel (per river 
basin) 

6,000 X 
X 
X 

X 
X 
X 

     

B.  URB 
Management 
Planning 

 Land use planning for LGUs  
 Community mapping and land use zoning 
 Consensus-building 

 DENR 
 TA for consensus-

building 

 LGUs, stakeholder 
representatives (by 
watershed clusters) 

15,000 X 
 

X 
 

 
 

 
 

   

C.  Field Investments 

   1. Conservation  ANR, rehabilitation 
 Law enforcement 

 DENR for ANR and 
rehabilitation; 

 TA for law 
enforcement 

 LGUs,  
 community partners 

(e.g. CBFM 
communities) 

6,000 X X      

   2. Commercial 
production 

 Clonal technology, nursery and plantation 
establishment 

 Product development and marketing 
 Negotiations for tenure, harvest rights, 

partnership among LGU/investors/local 
community 

 Private sector 
technology 
developers, DENR, 
TA team 

 Private sector 
investors 

 Farmers/ farmers’ 
groups 

6,000 X X      

   3. TE-IEC  Production of appropriate TE materials 
 Preparation of IEC plans 
 Use of new communication media 

 Experts in DENR/DA, 
academe, NGOs, 
private sector 

 DENR/DA field staff 
and LGU (watershed 
level) 

20,000 X X      

   4. PES 
mechanisms 

 Resource economics 
 Regulation mechanism /ordinance drafting 

 TA  LGU (watershed 
clusters) 

8,000 X X X X    

D.  Livelihood 
enhancement: 
Capacity-building 
for Rural 
Infrastructure 

 Feasibility Study. and Detailed.Engineering. 
Preparation, Contract Mgt and Procurement, 
Quality Control, Construction Management, 
Basic Course in Communal Irrigation 
Development, Communal Irrigation O&M, O&M 
of other infrastructure 

 TA team, DENR-EMB  LGUs (watershed 
clusters) 

31,000 X X X 
 
 

X 
 
 

X X X 

E. Project Mgmt   Orientation training on INREM approach  TA team  DENR/ LGUs 1,000 X       
GIS-based M&E 
and decision 
support system 

 GIS-based database design/development and 
maintenance 

 Environmental M&E design and implementation 

 TA team, DENR  DENR/DA  field staff, 
Provincial staff (focal 
points for data 
gathering and data 
access) 

15,000 X 
X 

X 
X 

  
 

X 
X 

  

ANR = assisted natural regeneration, CBFM = community-based forest management, DA = Department of Agriculture, DENR = Department of Environment and 
Natural Resources, GIS = geographic information system, LGU = local government unit, INREM = Integrated Natural Resources and Environmental Management, 
M&E = monitoring and evaluation, O&M = operation and maintenance, TA = technical assistance, URB = upper river basins.
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Agreement for  
Integrated Natural Resources and Environmental Management  

(INREM) of the _______ Upper River Basin 
 
 

PARTIES 
 

Department of Environment and Natural Resources 
 

and 
 

[Province(s) and/or Independent City covering the Upper River Basin] 
 

RECITALS 
 
 WHEREAS,  
 

1. The _________ Upper River Basin covers <short description; technical description in 
Appendix “A”>, and for purposes of INREM includes all lands, including waters and other 
natural resources therein, regardless of legal status as public domain, ancestral 
domain/land, alienable and disposable land, or protected area; 

2. The URB provides direct and indirect benefits to the local, national and global 
community, and the continued enjoyment of these benefits depends on the health of the 
watershed and sub-watersheds that provide products and environmental services; 

3. The beneficiaries of resource uses and environmental services have an obligation to pay 
for access to these products and services, and to reinvest such payments in conserving 
the natural resources so that future generations will continue to enjoy the same benefits; 

4. INREM requires a comprehensive approach that looks at the political, social, economic 
and environmental factors that will facilitate optimizing the benefits from URB products 
and services, and collecting payments needed to conserve the natural resources base; 

5. Optimizing benefits and ensuring payment for environmental services require addressing 
the de facto open access situation in public lands, and adjusting the economic incentives 
to favor long-term, sustainable, eco-friendly, socially equitable investments; 

6. DENR has the power to strengthen access rights and enforcement to address open 
access, and the discretion to allocate access rights and delegate management 
responsibilities; 

7. Consistent with the national policy on local autonomy, local government units (LGUs) are 
mandated to share responsibility with the national government for protecting and 
managing natural resources within their territorial jurisdictions; 

8. Executive Order No. 318 and Joint DENR-DILG Memorandum Circular No. 2003-01 
provide for the strengthening and institutionalization of the DENR-DILG-LGU partnership 
in managing watersheds and other devolved forestlands under a comprehensive 
strategy of co-management; 

9. Co-management means the sharing of management responsibility by DENR to LGUs 
and stakeholders, with the goal of systematically transferring primary management 
responsibilities of the URB to LGUs, subject to capacity, willingness, and performance 
measures. 

 
 

  



26 Annex 1 

 

AGREEMENT 
 

 NOW THEREFORE, for and in consideration of the foregoing premises and the mutual 
covenants hereinafter set forth, the parties hereby agree as follows: 
 
A.  OBJECTIVES 
 

1. The DENR and the (Province/s and/or independent city), in consultation with component 
LGUs,  stakeholders and communities, shall jointly develop and implement programs 
and activities to protect, manage and develop the ______ Upper River Basin in order to 
sustain the supply of natural resources products and environmental services to meet the 
demands of present and future generations; 

2. Recognizing that the communities living in the watershed areas are primarily dependent 
on the natural resources for their domestic and livelihood needs, the DENR and the 
Province (and/or city) shall develop and implement programs and activities to ensure 
that the basic needs of the local communities are met, and their access to natural 
resources for cultural, domestic and sustainable livelihood purposes is recognized and 
protected; 

3. To ensure that LGUs are ready to be the primary resource managers in the URB, DENR 
and the Province (and/or city) shall adhere to a program of phased transfer of powers 
and responsibilities, subject to meeting of specific milestones and compliance with 
environmental performance standards, as provided herein. 

 

B.  OBLIGATIONS OF PARTIES (outline – for consultation) 
 
Phase 1 (Year 1 to 2) 
 
Obligations and activities: 

 Province convenes URB Management Board 
 Joint Management Planning exercise 
 DENR leads capacity-building for LGU on various aspects 
 Province sets-up offices, systems, linkages 
 Implementation of Year 1 and 2 interventions under URBMaP (fully funded by DENR (in 

Project sites, funded by the INREM Project) 
Expected Outputs/Outcomes: 

 URB Management Plan (conservation, enforcement, M&E, etc) adopted by LGU through 
a resolution 

 URBISS (investment plan, promotion, contracts, etc) studied 
 Ordinances in support of URBMaP passed 

Milestones: 
 Functional URBMaB, relevant provincial offices, relevant systems 
 DENR shares joint authority to manage URB with Province/City 

Environmental Monitoring: 
 Baseline data established, monitoring system in place; 
 Year 1 and 2 monitoring data to inform and warn (no sanctions on LGU in case of 

violations). 
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Phase 2 (Year 3 to 4) 
 
Obligations and activities: 

 Province creates Investments Corporation, if needed (or designate a Provincial 
Economic Enterprise Development Office) 

 Update URBMaP: LGU leads, DENR monitors progress and gives advice 
 URBISS adopted by LGU 
 DENR leads advanced training on various aspects of field investments 
 Setting-up of offices and systems to collect fees and royalties from resource uses and 

environmental services 
 Implementation of Year 3 and 4 interventions under URBMaP (50% funded by 

DENR/Project; 50% from collections)  
 Ordinances in support of URBISS, esp. on fees and royalties adopted 

Expected Outputs/Outcomes: 
 URB Management Plan updated 
 URBISS implemented 

Milestones: 
 Functional Provincial investments corporation or office 
 Fee system in place, collections started (minimal fees) 

Environmental Monitoring: 
 Monitoring system fully functional; 
 Year 3 and 4 monitoring data (financial sanctions imposed on LGU in case of violations 

of INREM Agreement) 
 If LGU meets all requirements, it is entitled to performance-based grants.4 

 
Phase 3 (Year 5 to 6) 
 
Activities: 

 Implementation of Year 5 and 6 interventions under URBMaP (25% funded by 
DENR/Project; 75% from collections) 

Expected Outputs/Outcomes: 
 Updated URB Management Plan (conservation, enforcement, M&E, etc) 
 Updated URBISS (investment plan, promotion, contracts, etc) 
 Ordinances in support of URBMaP and URBISS, where needed 
 M&E framework fully operational 

Milestones: 
 Functional M&E framework 

Environmental Monitoring: 
 Monitoring system fully functional; 
 Year 5 and 6 monitoring data (sanctions imposed on LGU in case of violations). 
 Performance-based grants to be given to LGU if it meets requirements 

 
Phase 4 (Year 7 to 25) 
 
Activities: 

                                                 
4 Performance-based grants are given to LGUs that meet the outputs/outcomes.  However, grants are given only when all LGUs 
that comprise a watershed meet all the requirements – either all LGUs get grants or none of them get it.  This is an incentive for 
LGUs in a watershed to plan and implement coordinated/complementary programs in the watershed where they belong. 
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 Implementation of Year 7 and onwards interventions under updated URBMaP (fully 
funded by collections) 

Expected Outputs/Outcomes: 
 Updated URB Management Plan (conservation, enforcement, M&E, etc) 
 Updated URBISS (investment plan, promotion, contracts, etc) 
 URB products and resources properly priced and fully paid for. 

Environmental Monitoring: 
 Monitoring of PES efficiency  

 
C.  WARRANTIES 
 
The Province hereby warrants that the Sangguniang Panlalawigan, by Resolution No. _____, 
dated _____________, 2009, has authorized the Provincial Governor to sign this INREM 
Agreement and to perform such acts as may be necessary to put this INREM Agreement into 
full effect. The Province further warrants that the Sangguniang Panlalawigan, by the same 
Resolution, has approved the activities set forth above and has committed to perform all its 
obligations and commitments, including the yearly allocation in its budget of the necessary 
funds to support the activities. A copy of the said Resolution is hereto attached as Appendix “C” 
and made an integral part of this Agreement.  
 
The DENR warrants that this INREM Agreement shall not be cancelled or the rights recognized 
or granted herein effectively suspended or nullified by means of an administrative regulation of 
general application.  This INREM Agreement shall remain in full force until its expiry, regardless 
of changes in administrations.  It may be cancelled only for causes enumerated herein, but only 
after notice and hearing, as provided in Appendix “___”.  The pre-termination of this INREM 
Agreement shall not affect the rights of third parties who acquired such rights under the 
authority of this INREM Agreement, unless such third party has committed violations of 
conditions in the grant of such rights, as determined in a proper administrative hearing. 
 
D. COMPLIANCE MECHANISMS (outline –for consultation) 
 

 Sanctions on LGU in case of violation (fines), no cancellation unless for very serious 
cause, and only temporary. 

 DENR can order rehabilitation/remediation and charge costs to LGU should LGU fail to 
comply with its obligations to protect resources under the agreed plans. 

 
E.  AMENDMENTS 
 

All amendments, revisions and/or modifications to this Agreement must be approved in 
writing by the Parties. 

 
F.  EFFECTIVITY 
 
 This Agreement shall take effect immediately upon signing hereof and shall remain in 
effect for twenty-five (25) years unless earlier terminated or renewed by the parties, as the case 
may be.   

 
IN WITNESS WHEREOF, the parties have hereunto affixed their signatures on the date 

and at the place first above-written.  
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DEPARTMENT OF ENVIRONMENT          PROVINCE/ CITY    
AND NATURAL RESOURCES 
 
 
Witnesses: 
 
 
______________________________         __________________________  
 Vice Governor/ Vice Mayor    President, League of 

 Municipalities 
 
 
______________________________         __________________________  
Chairperson, PAMB (where applicable) Tribal Leader, IP Community 

(where applicable) 
  
APPENDICES (indicative - to be prepared per site): 
 

A. Area coverage of the Upper River Basin 
B. Components of the URB Management Plan (URBMaP) and URBISS 
C. Membership and functions of the Provincial URB Management Board 
D. Procedure for Notice and Hearing on disputes over compliance with this Agreement, or 

agreements/tenure instruments issued to resource users/investors 
 
 
 

ACKNOWLEDGMENT 
 
 
REPUBLIC OF THE PHILIPPINES) 
__________________________) S.S 
  
 
 BEFORE ME a Notary Public for and in  ________City this ___ day of _______ 
2009, personally appeared:  
 
            Name                  CTC No.               Issued On                 Issued At  
 
1.Jose “Lito” Atienza, Jr ______________  _____________  _____________ 
 
2.    ______________  _____________  _____________ 
 
 
[witnesses] 
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known to me and to me known to be the same persons who executed the foregoing 
instrument and acknowledged to me that the same is their free and voluntary act and 
deed and those of the offices they represent. 
 
This instrument consisting of _____pages, including Appendices, and this page, refers to 
the Agreement for Integrated Natural Resources and Environmental Management (INREM) of 
the _______ Upper River Basin, and has been signed by the parties and their witnesses on 
each and every page thereof. 
 

IN WITNESS WHEREOF, I hereby affix my signature and notarial seal on the date 
and at the place above written. 
 
 
 
 
        NOTARY PUBLIC    
 
 
Doc. No.   _________: 
Page No.  _________: 
Book No.  _________: 
Series of 2009 
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[PROVINCE OF ---------] 
INREM TENURE AGREEMENT 

 
No. ________________________________ 

 
 
KNOW ALL MEN BY THIS PRESENTS:  
 
 
This INREM TENURE AGREEMENT entered into by and between:  
 

The URB Management Board _____________________, hereinafter referred to 
as the URBMaB, created under the INREM Agreement between the Department 
of Environment and Natural Resources and the Provincial Government of ___ 
dated ___, and now represented herein by _________________________ 
Regional Executive Director of DENR with official address at ____ and 
___________________________, Provincial Governor of ____ with official 
address at the Provincial Capitol of ______ 
 

And 
 

______________________________ and ________________________, 
spouses, hereinafter jointly referred to as tenure holders, Filipinos, of legal ages 
and residents of ___________________________, _________  

 
to manage an area of ________ hectares located at _______________________, within the 
[URB]. 
 

WITNESSETH: 
 
WHEREAS, in recognition of the Importance of sharing power, responsibility and accountability 
in the effective allocation, development and management of the forest land in the Province of 
_____, the Department of Environment and Natural Resources (DENR), through its Regional 
Executive Director for Region --- and the Provincial Government of -----, through its incumbent 
Governor, have on ==== entered into a INREM Agreement for jointly managing _______ 
hectares of [URB] in the  Province of ---;  
 
WHEREAS, the URBMaB by virtue of said INREM Agreement is empowered to review and sign 
sub-agreements in the form of INREM Tenure Agreements with legitimate occupants of [URB], 
for stewardship of any portion of the project area, and to review and sign Joint Venture 
Contracts and other sub-agreements with private individuals, cooperatives, corporation or 
government agencies for the protection, development and management of any portion of said 
[URB]/ 
 
WHEREAS, the URBMaB, after having evaluated the social and economic conditions of the 
tenure holders, hereby recognizes, and considers them as qualified awardees;  
 



32 Annex 2 

 

NOW, THEREFORE, for and in consideration of the above premises and the mutual covenants, 
terms and conditions hereinafter set forth the parties agree as follows: 
 
 

URBMaB 
 

To perform all the duties and functions stipulated in the INREM Agreement and in addition 
thereto,  
 

1.  To identify and allocate parcels of land within the URB to be used and developed by the 
tenure holders for twenty five (25) years and renewable for another twenty-five (25) 
years at the option of both parties;  

2. To vest upon the tenure holders the right to develop the parcel of land applied for, the 
right to harvest, develop, process, sell, benefit from or otherwise dispose of the crops 
and plants, timber, non-timber as well as livestock and other component crops and forest 
products subject to pertinent laws, regulations and issuances;  

3. To promote proactive partnership and equitable benefit sharing agreement among 
various stakeholders involved in such development and conservation of land and forest 
resources;  

4. To ensure the adoption and adherence by the tenure holders to sustainable resource 
management practices consistent with URBISS, and that adequate services and access 
to financial and technical assistance shall be provided;  

6. To conduct regular monitoring and evaluation;  
7. To perform all other functions consistent with the INREM Agreement 

 
 

TENURE HOLDERS 
 

To faithfully adhere to sustainable resource management of the [URB] the tenure holders shall 
have the following duties and obligations:  
 

1. To develop the land awarded in accordance with URBISS subject to the following terms 
and conditions:  
a. No trees in the management area shall be cut regardless of species, planted or 

naturally growing, if found within 20 meters from edges of rivers and creeks of at 
least five (5) meters in width; and of public roads located within protection areas.  

b. Open, denuded brush land or inadequately stocked areas along stream channels 
below five (5) meters in width shall be planted with trees and may be harvested if 
included in the management plan.  

c. The tenure holders shall protect and conserve unique, rare and endangered trees, 
plants and wildlife identified under existing laws, rules and regulations within the 
management plan,  

d. The tenure holders shall plant at least five tree species that serve as food for wildlife 
per hectare of the area to provide sanctuary and food for wildlife species.  

e. There should be at least 60 surviving seedlings of suitable dipterocarp or other 
indigenous species within the 20% of plantation, buffer zones of roadways and 
creeks, along perimeter fence, ridgelines and protection forest of the area after three 
(3) years from the start of the land development.  

2. To undertake rehabilitation and protection of denuded areas and other appropriate 
measures to preserve the environmental integrity of the area awarded;  
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3. To secure written consent of the URBMaB of any business agreement entered into with 
any person or legal entity, provided that the tenure holders shall be deemed the principal 
and shall assume all liabilities of his/her business partners arising out of any deed or 
action relevant to or in violation of this agreement by the business partner. Provided 
further, that the tenure holders cannot alienate or sub- lease any portion of the 
management area awarded; however, in case of death or incapacity of the tenure 
holders, the management area or any portion thereof may be transferred to and 
managed by his legal heirs or representatives. Joint venture agreement shall be allowed 
provided the objectives or purposes thereof shall be consistent with the terms, conditions 
and stipulations contained in this INREM Tenure Agreement;  

4. To be entitled to legal easements including but not limited to access to the water 
sources, waterways and pathways traditionally used as access roads by the 
communities within the area, and road right of way. Provided that in case of road-right of 
way for commercial extractive activities, waterworks and public thoroughfares, that the 
road is build in accordance with standards, and the party for whom the easement is 
allowed shall pay the tenure holders reasonable compensation for damages to 
improvements, occasioned by such opening;  

5. To secure the permission of the URBMaB, before constructing sheds or shelters or 
structures of permanent character other than those indicated in the plan. The URBMaB 
reserves the right to prescribe the conditions under which these shelters or sheds shall 
be built;  other and water conservation activities such as, but not limited to, minimum 
tillage, hedgerows and natural vegetation strips;  

9. To pay appropriate taxes, charges and fees set by the URBMaB and lawful bodies in 
accordance with existing laws, rules and regulations;  

10. To introduce initial development in the land as within one (1) year after signing this 
agreement, failure to do so shall constitute grounds for cancellation.  

 
GENERAL PROVISIONS 

 
In the event of any violation of terms and conditions of this INREM Tenure Agreement or 

default in undertaking any conditions herein, or commission of any punishable acts contained 
here in the Agreement, the URBMaB shall give written notice to the tenure holders in 
breach/default to rectify such violation/default.  After the lapse of 10 days from receipt of written 
notice and such breach/default remains uncorrected by the party in breach, the URBMaB shall 
initiate administrative proceedings to determine breach and liability, if any.  Cancellation of this 
Agreement can only be made upon a determination of breach of the terms after proper notice 
and hearing. 

 
Any change or amendment in the policy of in the URBMaB, the LGU and the DENR at any 

time during the effectivity of this Agreement shall not have retroactively affect the rights, 
interests and benefits of the parties set forth, arising from or in connection with this Agreement. 
 

This agreement shall take effect immediately after approval by the URBMaB and after the 
requirements of formal turnover of management is satisfied.  
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Signed: 
 
FOR THE URBMaB:    FOR THE TENURE HOLDERS: 
 
 
________________________________ ________________________________ 
GOVERNOR,       
CHAIRMAN 
 
 
_________________________________ ________________________________ 
REGIONAL EXECUTIVE DIRECTOR, DENR    
CO-CHAIRMAN      
 
 
 
 
SIGNED IN THE PRESENCE OF: 
 
 
 
 
_________________________________ ________________________________ 
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PROVINCE OF _____ 
INREM INVESTMENT AGREEMENT5  

 
 
KNOW ALL MEN BY THESE PRESENTS: 
 

This INREM Investment Agreement is made and entered into this ____ day of 
___________, _____ in ____________, by and between: 
 
 

________________________, Filipino, of legal age, married/single, and a resident of 
______________________, [URB], Philippines (hereinafter referred to as the “Tenure 
Holders”); 

 
-  and   - 

 
_________________________, Filipino, of legal age, married/single, and a resident of 

___________________________, Philippines (hereinafter referred to as “Investment Partner”); 
(In case of a corporation, cooperative or other organization: state the name, address 

and authorized representative). 
 

- with the conformity of  -  
 

The URBMaB, created under the INREM Agreement dated ___ between the 
Department of Environment and Natural Resources and the Provincial Government of ___, with 
official address at ___, herein represented by its Chairman, _______________________ 
(hereinafter referred to as the “Committee”);  
 
 

WITNESSETH THAT: 
  

WHEREAS, in recognition o the importance of sharing power, responsibility and 
accountability in the effective allocation, development and management of forest land, the 
Department of Environment and Natural Resources  (“DENR”) entered into an NREM 
Agreement with the Province of --- (“LGU”) for the joint management of URB located in---, 
Province of---;  
 

WHEREAS, pursuant to such agreement, stewardships of various portions of the URB 
were granted to legitimate Tenure Holders thereof for the protection, development and 
management of such portion of the URB; 
 

WHEREAS, such Tenure Holders are authorized to enter into agreements with eligible 
individuals or entities who shall render the necessary and appropriate financial, technical or 
marketing assistance to said Tenure Holders; 

                                                 
5 RTA Comment: Let’s give this further thought; the concept is fine as it ensures that small land occupants in the 
uplands do not get displaced by investors. However, the experience in CBFM is that there are very few, if any, 
investors (e.g., forest industry groups) are interested to go into this arrangement, such as the JVA in CBFM. These 
investors also want THEIR OWN SECURITY OF TENURE and their own tenurial instruments over the land and 
resources. 
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WHEREAS, the Tenure Holders, who is an awardee of such stewardship pursuant to a 

[INREM tenure agreement] dated _______________, has offered, and the Investment Partner 
has accepted, to enter into a business agreement for the protection, development and 
management of the portion of the URB granted to the Tenure Holders;  
 

NOW, THEREFORE, for and in consideration of the foregoing premises, mutual 
covenants, terms and conditions hereinafter set forth, the parties hereby declare and/or agree 
as follows:  
 

1. Term.  This Investment Agreement shall be for a period of _________ years, 
commencing on _________________ and ending on _________________, renewable 
for another _____ years upon mutual agreement of the parties in writing.  

  
2. Scope, Coverage and Purpose.  This Investment Agreement shall cover the area which 

forms part of the URB granted to the Tenure Holders pursuant to [INREM tenure 
agreement] ( the “Area”) for the establishment, operation and maintenance of a 
____________  [plantation/processing plant/nursery for ______________/agro-
forestry/fishpond/fishcages] (the “Investment Activity”).       

 
3. Obligations and Undertakings of the Land Manager.  The Tenure Holders shall have 

the following obligations: 
 

a. To use, develop and maintain the Area for the furtherance of the Investment 
Activity with the financial/technical/marketing assistance of the Investment 
Partner; 

b. To allow the Investment Partner appropriate access to the Area in furtherance of 
the purpose of this Investment Agreement; 

c. To provide the necessary information regarding the Area and/or Investment 
Activity to the Investment Partner;  

d. To assume responsibility and liability for all the acts and omissions of the 
Investment Partner vis-à-vis the URBMaB and the INREM tenure instrument;  
and 

e. To observe and comply with all the restrictions on resource use set forth in the 
INREM tenure instrument of the Tenure Holders. 

 
4. Obligations and Undertakings of the Investment Partner.   The Investment Partner shall 

have the following obligations: 
 

a. To provide the financial/technical/marketing assistance to the Tenure Holder in 
furtherance of the Investment Activity within the Area as herein set forth;   

b. To cooperate and coordinate with the Tenure Holder to ensure observance and 
compliance with the duties and obligations of the Tenure Holders as set forth in 
the INREM Tenure Agreement; 

c. To indemnity the Tenure Holders for any and all acts and omissions of the 
Investment Partner in violation of the INREM Tenure Agreement for which the 
Tenure Holders shall be held accountable to the URBMaB; and   

d. To abide by the rules and regulations that may be issued by the URBMaB, the 
LGU and/or the DENR, as may be relevant and applicable. 

 



 Annex 3  37 

 

5. Contributions of Parties.  The parties shall contribute the following to the Investment 
Activity: 

 
a. The Tenure Holders shall allow the use and development of the Area for the 

Investment Activity in accordance with the INREM Tenure Agreement. 
 
b. The Investment Partner shall contribute the total amount of ___________ as 

financial assistance for the fulfillment and furtherance of the Investment Activity.    
 

(The Investment Partner shall make available and contribute the use of 
necessary and appropriate equipment such as _____________________ and 
manpower including but not limited to _________________________ by way of 
technical assistance to assist the Tenure Holders in the fulfillment and 
furtherance of the Investment Activity.)   

 
(The Investment Partner shall render marketing assistance to the Tenure Holders 
such as but not limited to providing basic marketing know-how to ensure a 
minimum level of technology transfer to the Land Manager, guaranteed access to 
buyers/ready markets, facilities and equipment for the transfer of 
produce/products of the Investment Activity, from the Area to the buyers/ready 
markets.)   

 
6. Profit Sharing Agreement.  The parties shall share in the total net proceeds of the 

Investment Activity as follows: 
 

a. Tenure Holders’ Share:  _______% 
b. Investment Partner’s Share:  _______% 

 
The foregoing profit-sharing shall be net of all reasonable expenses and costs of the 
parties directly related to the Investment Activity.     

 
(OTHER DETAILS MAY BE ADDED HERE SUCH AS COMPUTATION, DISTRIBUTION, 
FORM OF PROFIT SHARING, ETC.) 
  

7. Limitations.  This terms and conditions of this Investment Agreement shall be subject to 
the limitations on land and resource use as provided in the INREM Tenure Agreement 
and to the relevant regulations issued by the URBMaB, the LGU and/or the DENR. 

 
Notwithstanding the foregoing, nothing in this Investment Agreement shall be 
construed to prejudice the accrued rights and interests of any of the parties in the event 
that the INREM Agreement between the DENR and the Province of --- is terminated 
without fault of the Tenure Holders or Investment Partner. 

 
8. Changes in Government Policy.  Any change or amendment in the policy of in the 

URBMaB, the LGU and the DENR at any time during the effectivity of this Investment 
Agreement shall not retroactively affect the rights, interests and benefits of the parties 
set forth, arising from or in connection with this Investment Agreement. 

 
9. Breach and Consequences.   In the event of any material violation of the terms and 

conditions of this Investment Agreement, the aggrieved party shall give written notice to 
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the party in breach/default to rectify such violation/default.  After the lapse of 10 days 
from receipt of written notice and such breach/default remains uncorrected by the party 
in breach, the aggrieved party shall bring the matter to the attention of the URBMaB for 
mediation.   

 
If no settlement agreement is reached through mediation, the aggrieved party shall 
have the following cumulative rights:  undertake the omitted act subject to 
reimbursement and damages;  rectify the violation subject to reimbursement and 
damages;  outright rescission;  forfeiture of proportionate share in proceeds/profits; 
without prejudice to such other rights and remedies as may be provided by law.    
 
In the event that the INREM Tenure Agreement is revoked due to violations committed 
by the Tenure Holders, and without the knowledge or participation of the Investment 
Partner, the URBMaB may, upon application, grant the Investment Partner the same 
rights as that of the Tenure Holders over the Area in order to carry out the Investment 
Activity for the remainder of the period of this Investment Agreement. 
 

10. Representations and Warranties. 
 

a. Tenure Holders. 
i. The Tenure Holders represents that they have the legal capacity and 

authority to enter into this Investment Agreement over the Area, pursuant to 
an INREM Tenure Agreement awarded to them by the URBMaB. 

 
b. Investment Partner.  

i. The Investment Partner represents that he/she/it has the legal  capacity and 
authority  to enter into this Agreement.6   

ii.  The Investment Partner represents that he/she/it has engaged in a similar 
activity/enterprise/business for at least five (5) years. 

iii. The Investment Partner represents that he/she/it has the financial and/or 
technical capability to enter into and execute this Agreement.7 

 
11. Amendment. This Investment Agreement may be amended and/or supplemented upon 

mutual agreement of the parties in writing. 
 
12. Binding Effect.  This Agreement shall be valid and binding as against the successors, 

heirs and assigns of the parties. 
 

IN WITNESS WHEREOF, the parties have hereunto set their hands at this ______ day 
of ________________ 2009 in ---, Philippines. 
 
 
 _______________________                    _____________________ 
                        Tenure Holders     Investment Partner  
   

                                                 
6 In case of a juridical entity, please attach as an Annex of this Agreement the Articles of Incorporation and By-Laws 
or other similar charter documents or authority to operate from the Cooperative Development Authority, as the case 
may be.  
7 Proof of financial capacity may be submitted such as Audited Financial Statements or Bank Statements or Property 
Titles. 
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    -With the conformity of- 
 

The URBMaB of the [URB] 
 

By: 
     _____________________ 
                 Chairman 
 

SIGNED IN THE PRESENCE OF: 
 

____________________                    _____________________ 
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ACKNOWLEDGMENT 
 

REPUBLIC OF THE PHILIPPINES) 
_______________               ) S.S. 
 
BEFORE ME, a Notary Public for and in  ________________,  this _____ day of _________  
personally came and appeared the following: 
 

Name Comm. Tax Cert. No. Issued on/at 
 
 

  

 
 

  

 
 

  

 
known to me and by me known to be the same persons who executed the foregoing Investment 
Agreement and they acknowledged to me that the same is their free and voluntary act and 
deed, as well as that of the entities represented therein. 
 
This instrument is an Investment Agreement, consisting of ________ pages including the page 
where the acknowledgment  is written and the annex thereto, and is signed by the parties and 
their respective witnesses on the signature page and on  each of the other pages. 
 

WITNESS MY HAND AND NOTARIAL SEAL on the date and in the place above written. 
 

Doc. No.  _____; 
Page No. _____; 
Book No. _____; 
Series of 2009 
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Republic of the Philippines 
PROVINCE OF BUKIDNON 

City of Malaybalay 
 

Office of the Sangguniang Panlalawigan 
 

Ordinance No. _____ 
 

AN ORDINANCE INSTITUTING A SYSTEM OF ASSESSMENT AND COLLECTION OF A 
SPECIAL LEVY ON REAL PROPERTIES  

BENEFITED BY A CONTINUING PROGRAM OF IMPROVEMENTS  
THAT ENSURE SUSTAINABILITY OF ENVIRONMENTAL SERVICES 

 
Explanatory Note 
 
Watersheds provide environmental services that benefit resource users.  These services include 
surface and ground water supply, and regulation of temperature and rainfall patterns that are 
beneficial to agriculture and other natural resource-dependent activities, and prevention of 
floods and landslides.   
 
Over the years, the watersheds of Bukidnon have been degraded because of over-utilization 
and illegal exploitation.  Watershed degradation is causing a reduction in water flow, soil 
erosion, changing micro-climate, among others, which are all detrimental to agricultural 
production.  The effects of watershed degradation are expected to be amplified because of 
climate change. 
 
Restoration of the watersheds of Bukidnon will require a long-term program of improvements, 
including rehabilitation of conservation areas and encouraging sound agroforestry practices, 
and the like.  These improvements will entail significant public investments. 
 
Since these improvements will have a direct impact of improving the conditions for agriculture in 
the lower areas, it is but proper that the lands specially benefited by such improvements share 
the costs of watershed rehabilitation and management. 
 
Through the tireless efforts of the local governments of Bukidnon, DENR, private sector, NGOs, 
local communities and other partners, there is a growing consciousness in the shared obligation 
to conserve the watersheds to ensure the sustainability of environmental services.  The private 
sector has made significant voluntary financial and in-kind contributions over the years to 
support watershed conservation and rehabilitation.  However, in order to ensure that the 
programs are sustained, the Provincial Government believes that it is time to institutionalize 
these contributions.  Through legislation, the obligation to pay for environmental services can be 
shared fairly, the funds managed transparently and allocated rationally to optimize the impacts 
of watershed improvements. 
 
The institution of a system of assessment and collection of a special levy to support a program 
of improvements in the watersheds of Bukidnon is consistent with the power of the Province to 
impose fees and charges on real property under the Local Government Code, as well as the 
principle of local autonomy enshrined in the Constitution.  The special levy is the local 
expression of the generally accepted principle of payment of environmental services under 
international environmental law. 
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Section 1.  Objectives.  This ordinance will institute: 
 

a) A program of continuing improvements in the watersheds of Bukidnon to ensure the 
sustainability of environmental services that benefit agriculture and other development 
activities, as well as mitigate the potentially adverse impacts of climate change; 

b) A system of assessment and collection of a special levy on real properties specially 
benefited by the program of improvements; 

c) A system of re-investing the proceeds of the special levy in implementing the program of 
improvements. 

 
Section 2.  Program of improvements. It shall consist of specific activities and interventions in 
designated areas in the watersheds of Bukidnon, such as rehabilitation of denuded portions of 
protected areas, agroforestry practices in the protected area buffer zones and other designated 
zones.  The specific activities, interventions and sites must be consistent with the Bukidnon 
Watershed Management Plan approved by the Bukidnon Watershed Protection and 
Development Council.  The scope of improvements for the first ten years is included in 
Appendix “A,” which is made an integral part of this Ordinance. 
 
Section 3.  Areas specially benefiting from improvements. The watershed management plan 
shall identify the areas downstream that specially benefit from specific interventions and 
improvements in Appendix “A.”  The Provincial Assessor shall provide a list of real properties 
especially benefited by such improvements.  Prior to the end of the first ten years in the program 
of improvements, the Council shall identify the specific interventions and improvements that will 
be undertaken in the next ten years.  The Provincial Assessor shall thereafter also identify the 
beneficiaries of these improvements for purposes of assessment of the special levy.  The real 
properties benefiting from the improvements specified in Appendix “A” are identified in Appendix 
“B,” which is made an integral part of this Ordinance. 
 
Section 4.  Assessment of special levy.  The special levy shall apply to all real properties 
identified in Appendix “B” for the first ten years of implementation of this Ordinance.  The total 
amount to be collected shall not exceed sixty percent of the total cost of the improvement 
program.  However, recognizing that not all real properties benefit equally from the 
improvements, the following rules shall apply: 
 

a) Real properties devoted to large-scale industrial agriculture using a significant amount of 
water shall collectively cover seventy-five percent of the total special levy, assessed on a 
per hectare basis; 

b) All other real properties used for commercial purposes shall collectively cover the 
remaining twenty-five percent, assessed on a per hectare basis; 

c) Real properties located in the general area that benefit from the improvements, devoted 
to residential use, or for other purposes exempted by law from real property taxation, 
shall not be assessed a special levy. 

 
Section 5.  Collection of special levy.  The Provincial Treasurer’s Office shall collect the special 
levy in accordance with the regular schedule of payment of real property taxes.  The fees 
collected shall accrue to a special account to be held and administered by the Provincial 
Economic Enterprise Development and Management Office.   
 
Section 6.  Crediting of existing projects or activities.  Recognizing the invaluable voluntary 
contributions of individuals, organizations and corporations in watershed conservation in 
Bukidnon, real property owners who are subject to the special levy and who have made a 
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financial or in-kind contribution to watershed conservation consistent with the Bukidnon 
Watershed Management Plan, shall be entitled to credit the value of their voluntary contribution 
to the assessed amount that the real property owner is required to pay.  Crediting of voluntary 
contributions will only be allowed for the first three years of implementation.  Thereafter, the real 
property owners are enjoined to pay the assessed levy to ensure consistent and sustained 
programming of the proceeds of the special levy. 
 
Section 7.  Monitoring and evaluation.  In order to ensure that the improvements program 
deliver verifable and significant benefits to the real properties supporting the program through 
the special assessment, the BENRO, in coordination with DENR-PENRO shall monitor 
appropriate environmental parameters that indicate environmental impacts of the watershed 
improvements program.  BENRO shall provide simple but appropriate indicators, such as water 
flow, water quality, silt load, etc. not later than six months from the date this Ordinance is 
signed. 
 
Section 8.  Disbursement of funds.  PEEDMO shall disburse funds from the special account only 
for activities identified in the improvements program; in the case of the first ten years of 
implementation, the specific activities and interventions identified in Appendix “A.” 
 
Section 9. Remedies against special levy.  Any owner of real property affected by a special levy 
or any person having a legal interest therein may, upon receipt of the written notice of 
assessment of the special levy, avail of the remedies provided under the Local Government 
Code. 
 
Section 10.  This Ordinance shall take effect at the beginning of the fiscal year following the 
date the Ordinance is signed by the Governor. 
 
 




