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EXPLANATORY NOTE

The Supreme Court ruled in COCOFED, Et. Al. vs. Republic of the
Philippines (GR No. 177857-58) that the coco levy funds and assets which
consist primarily of the 753,848,312 SMC shares and their accumulated
dividends are owned by the government in trust for the coconut farmers. It is
ruled that said coco levy funds and assets are to be used exclusively for the
benefit of all the coconut farmers and the development of the coconut industry.
The funds are therefore public trust funds — with government as trustee for the
beneficial owners who are the coconut farmers. And the exclusive purpose of the
trust is the development of a coconut industry (where hitherto there is coconut
“anarchy”) to the benefit of all the coconut farmers.

However, the Supreme Court decision does not provide for an
administrative mechanism to ensure that the coco levy funds are managed
prudently and properly as intended by law. The decision does not provide
guidelines for the management and use of the coco levy funds for the benefit of
the coconut industry and the coconut farmers. This is a dangerous situation for
the coconut farmers who bore the burden of the coconut levy.

In fact, other sectors have started posturing to get their hand on the coconut
levy funds. Worse, these “other sectors” are not even connected to the coconut
industry, and the proposed use of the funds is not for the benefit of the coconut
industry and the coconut farmer.

Hence, there is a great need to constitute the coconut levy funds and assets
into a Coconut Industry Trust Find and provide the administrative structure that



will manage the trust funds and ensure that its use will benefit the coconut
industry and the coconut farmers. That structure is proposed to be a
Corporation to be called the Philippine Coconut Farmers Welfare and Industry
Development Corporation.

A public trust fund of the magnitude of the coconut levy funds and assets
will need not a mere committee but a full-fledged government-owned corporation
that has the requisite characteristics of stability, flexibility, autonomy,
transparency, accountability and therefore the capacity for good and effective
governance.

A mere committee can never exhibit the properties of such a corporation
but can easily be subject to the politics and vagaries of express executive
governmental approval and desire.

When the “Coconut Investment Act” or R.A. 6260 was enacted in 19 June
1971 with the avowed policy of aiding the development of the coconut industry
through the establishment of a Coconut Investment Fund or “CIF” it stipulated
in the same law that not a passing committee but a more permanent Coconut
Investment Company or “CIC” be established to manage that Fund. One could
expect nothing less.

This House Bill seeks to foster that the coconut levy funds and assets

are to be used exclusively for the development of the coconut industry, to the
benefit of all the coconut farmers in the country.

Approval of this bill is thergfore sought.
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the Civil Service Commission. Further, they shall be exempt from the Salary
Standardization Law (RA 6758) as well as the Law on Compensation in

Government Corporations (RA 10149).

ARTICLE VIII

SECTION 35. The Corporation may sell any of its trust fund
assets. Any sale however shall be by open and transparent public bidding and
pursuant to the existing rules and regulations on the disposition of government

assets,

SECTION 36. All the proceeds of any sale authorized under this act
shall form part of the capital trust fund (CITF).

SECTION 37. Any sale authorized under this Act shall respect and
shall not result in the diminution of the rights of private, non-sequestered
stockholders of any of the assets of the CITF subject of the sale. Said private
non-sequestered stockholders may however be invited to sell their assets

separately to the winning bidder at mutually agreed terms and conditions.

SECTION 38. Intervention in the sale process by any persons or

groups who have no interest in the coconut levy funds, shall not be allowed.

ARTICLE IX

SECTION 39. Immediately upon the effectivity of this Act, the parties
to Sandiganbayan Case # 033 and its subdivided complaints shall sit down and
negotiate an Amicable Settlement of the cases which shall result in the lifting of

the sequestration of corporation’s/assets subject matter of said cases.

SECTION 40. The Amicable Settlements resulting in the
implementation of Sec. 1 shall be jointly submitted by the parties to the

SandiganBayan for approval and subsequent dismissal of the cases.



SECTION 41. Intervention in the process by any persons or groups

who are not parties to the cases shall not be allowed.

ARTICLE X

SECTION 42. Repealing Clause - All laws, decrees, executive orders,
rules and regulations and other issuances or parts thereof, inconsistent with the
provisions if this Act, are hereby repealed or modified accordingly; PD 1469 in

so far as it is suppletory to this Act shall remain in effect.

SECTION 43. Separability Clause - If any part or provision of this Act
is declared unconstitutional, other parts or provisions thereof which are not

affected thereby shall continue to be in full force and effect.

SECTION 44. Effectivity Clause - This Act shall take effect upon its

publication in at least two (2) national newspapers of general circulation.

Approved.



