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The net income from rice farming is shrinking. While theprice of farm inputs is AU G‘ |
rising, the price of palay is tumbling, recently to as low as P8 §(Ipeckilo! The culprtt;g& the g: '
liberalization of rice imports coupled by the effort of the national gov

the price of rice to P20.00 per kilo.

As an institutional buyer of rice for its various social welfare, the city government is
in a position to help our farmers earn a profit. If contractors of government projects are
legally assured of 10% profit from their projects thru a built-in provision in the program of
work, there is no reason why farmers should not be treated likewise. This can be done thru
the procurement of the city’s rice requirement direct from local farmers at a price that will
cover production cost to include the imputed cost of the farmer’s unpaid labor plus a 10%
profit.

This is not a novel initiative but a localization and synthesis of national mandates. It is
anchored on Republic Act No. 11321, the Sagip Saka Act, which encourages and empowers
Local Government Units (LGUs) to purchase agricultural products directly from farmers and
fisherfolk. The Sagip Saka Act provides the clear policy direction and for this initiative.

And there 1s Republic Act No. 12009, the newly minted Government Procurement
Reform Act (GPRA). While the GPRA defaults to competitive bidding, a process often
inaccessible to small farmers, it provides for alternative modes of procurement such as
Negotiated Procurement - Community Participation (NP-CP), a method designed to enable
the government to achieve specific social objectives, such as poverty alleviation and
community empowerment. The Government Procurement Policy Board (GPPB) issued
resolutions that harmonize this procurement method with the objectives of the Sagip Saka
Act, providing a solid legal and administrative pathway for its implementation.

Finally, to address the crucial issue of fair pricing, this ordinance leverages the
authority granted by Republic Act No. 7581, the Price Act, to the Local Price Coordinating
Council (LPCC). While LPCC is traditionally viewed as a consumer protection body, it can
also prevent the collapse of farmgate prices of palay by considering production cost in the
determination of the buying price of palay by the city government. This transforms the
LPCC into a market-balancing institution that protects both consumers from excessive prices
and farmers from ruinous ones.

Wrapping up everything is the general welfare clause of the Local Government Code
which mandates us to promote economic prosperity and social justice, certainly for the most
in need and disadvantaged. We believe that by creating equitable systems, we can build a
more prosperous and resilient "Maogmang Lugar" and do justice to our farmers who have
long subsidized our meals with their sacrifice and poverty. This ordinance is a bold step to
rectify this insidious situation.

ORDINANCE NO. 2025 -
AN ORDINANCE INSTITUTIONALIZING THE “PATAS PRESYO PARA SA
PARA-OMANG NAG. UENO” PROGRAM TO UPLIFT THE LIVES OF SMALL
FARMERS AND PROMOTE FOOD SECURITY

Author: Hon. FRANCISCO M. MENDOZ
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Section 1. Short Title. This Ordinance shall be known and cited as the ""“Patas
Presyo Para sa Paraomang Nagueno” Ordinance.

Section 2. Declaration of City Policy. It is hereby declared the policy of the City
Government of Naga to:

a.

Support and empower Naga’s small-scale palay farmers by providing them with a
direct, assured, and profitable market for their produce consistent with the national
policy enunciated in Republic Act No. 11321 or the Sagip Saka Act.

Promote social equity by adopting community participation as a mechanism for
mainstreaming farmers in the city’s procurement process.

Achieve local food security and self-sufficiency by encouraging more local
production of rice, and eventually of other food crops.

Reverse the iniquitous situation where impoverished farmers are made as
sacrificial lambs for the sake of cheap rice by way of giving them a fair and just
price for their harvest.

Section 3. Definition of Terms. As used in this Ordinance:

a.

Community Participation - The alternative mode of Negotiated Procurement
under Section 35.11 of the Implementing Rules and Regulations of R.A. No.
12009 and as further defined and operationalized by relevant GPPB issuances.

Palay Production Cost - The total cost of farm inputs, labor, rent, transport, and
irrigation incurred from land preparation up to the sale of palay or rice and
including the imputed cost of the unpaid labor of the farmer. The determination
of the Palay Production Cost shall be made by the Local Price Coordinating
Council in consultation with farmers, other agricultural stakeholders and the City
Agriculture Office.

Farmer - A natural person residing in Naga City engaged in the cultivation of
palay on a small-scale basis, likewise located in Naga City, and duly registered in
the Registry System for Basic Sectors in Agriculture (RSBSA).

Prevailing Market Price: The average price of a specific grade of milled rice
within Naga City as determined and certified by the Local Price Coordinating
Council based on its regular market monitoring.

Reasonable Profit Margin: A ten percent (10%) mark-up on the total cost of
production.

Community Social Group (CSG): A group of individuals, whether registered or
not with government regulatory agencies, who share a common agenda, cause, or
interest. For the purposes of this Ordinance, this are groups of farmers who intend
to participate in the Patas Presyo Program as direct suppliers of palay or rice.

Section 4. Program Objective. The “Patas Presyo Para sa Paraomang Nagueno
Program™ or “Patas Presyo Program”™ for short, seeks to uplift the lives of small farmers by
way of purchasing their produce at a price that will cover their production cost plus a
reasonable profit. This shall be a new component of the Sustainable Agriculture for Rural
Income Growth (SARIG Naga) Program of the City Agriculture Office.
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The Patas Presyo Program will be funded by the annual budgetary allocation for rice
of departments implementing the city’s social amelioration programs such as the City Social
Welfare and Development Office for Sunggawadan, the Education Scholarship and Sports
Office for QUEEN, and the Office for Office Senior Citizens Affairs for its Food Assistance
Program. Likewise as funding source are the allocation for meals of the Naga City General
Hospital, and the feeding program of the City Population and Nutrition Office, among others.

Section 5. Scope of Application. All departments, offices, and instrumentalities of
the Naga City Government, including but not limited to the departments and offices
mentioned in the preceding Section, which require the procurement of rice for their programs,
projects, and activities, shall prioritize local farmers in the procurement of their rice
requirement utilizing the mechanism of this Ordinance.

Section 6. Authorized Mode of Procurement. All procurement of palay and rice
under the Patas Presyo Program shall be undertaken through Negotiated Procurement -
Community Participation as provided for under Section 35.11 of the IRR of R.A. No. 12009.

Section 7. Purchase Price of Palay. The determination of purchase prices under the
Patas Presyo Program shall be in accordance with the following formula:

Price Of Palay = Production Cost X 1.10 X Adjustment Factor

where the /.10 representing the 10% profit for the farmer and the Adjustment Factor
represents price adjustment depending on the quality and moisture content of the palay. The
Adjustment Factor shall be similar to the system followed by the National Food Authority in
pricing its palay procurement.

Section 8. Purchase Price of Milled Rice. The price per kilogram of milled rice shall
be equivalent to the Prevailing Market Price for the specific grade (e.g., regular milled, well-
milled) as certified by the LPCC at the time of procurement.

Section 9. Role of the Local Price Coordinating Council (LPCC). The Naga City
LPCC, created under authority of R.A. No. 7581, is hereby vested with the following specific
powers and functions for the purpose of this Ordinance:

(a) Determine the Production Cost of Palay as defined herein through a public hearing with
farmers, other agricultural stakeholders, and the CAGO. The production cost so determined
shall be the basis for computing the purchase price of palay in accordance with Section 7
hereof.

(b) Monitor and certify, upon request of the Bids and Awards Committee (BAC), the
Prevailing Market Price for various grades of milled rice in Naga City to be used as the basis
for rice procurement.

Section 10. If Market Price is Higher than City Government Price. In the event
the market price of palay 1s projected to be higher than the price determined by LPCC,
farmers are free to sell their produce in the open market provided such decision shall be
conveyed to CAgO at least six (6) weeks in advance of the committed delivery date to allow
the city to procure its rice requirement thru regular procurement modes. Otherwise, the
farmer is duty bound to sell its produce to the city government.

3




Section 11. Roles and Responsibilities. The successful implementation of the Patas
Presyo Program shall be the shared responsibility of the following City Government offices.

a. End-use Units. End-user departments and offices shall submit to CAgO their
Project Procurement Management Plan (PPMP) for their programs, projects or
activities which require the procurement of rice. The PPMPs should indicate the
volume of rice to be procured at a particular date. The PPMPs should be
submitted to CAgO not later than the end of October and the same should be duly
funded in the Executive Budget submitted to the Sangguniang Panlungsod by the
City Mayor.

b. City Agriculture Office (CAgO). This office shall consolidate all rice
requirements of end-user units into a single Rice Procurement Plan (RPP)
showing the volume of rice required per end-user unit and the month or period
they are needed. With the RPP as reference, CAgO shall:

i.  Identify local farmers who can supply the rice requirements of the city, either
by way of palay or milled rice. Priority shall be given to farmers tilling farms
of not more than three (3) hectares.

ii.  Enter into a simple written agreement with the farmers with the city
committing to supply the needed farm inputs on credit, provide extension
services from its agricultural technologists, make available the city’s post-
harvest facilities for drying and milling, facilitate insurance coverage by the
Philippine Crop Insurance Corporation, assist in the transport of their produce
to the Rice Processing Center, and channel other forms of assistance from the
Department of Agriculture as may be available.

On the other hand, farmers shall commit to plant either hybrid or certified
palay seeds, observe production protocols as recommended by CAgO’s
agricultural technologists, ensure palay is harvested dry, and sell their produce
to the city government thru the CAgO.

The Agreement shall further disclose how the palay or rice will be priced and
a provision that in the event the market price is higher than the city’s set price,
farmers are free to sell their produce in the open market. On the other hand,
rice will be purchased at the prevailing market price.

iil.  Process the payments to farmers within seven working days from acceptance
of the grains.

iv.  Manage the grains inventory in accordance with accepted standards to ensure
the same are not damaged or deteriorate during storage.

v.  Arrange the prompt delivery of rice to end-user units as per the timetable
contained in the Rice Procurement Plan. To minimize the need for storage
space, the City Agriculturist shall endeavor to arrange with end-user units the
possible adjustment of delivery dates on a staggered period to coincide with
the harvest period of palay and the drying and milling capacity of the city’s
Rice Processing Center.




vi.  Develop and enforce a grading system for palay as basis for computing the
Adjustment Factor as well as a grading system for milled rice. In this
connection, CAgO shall arrange for the training of its personnel by the
National Food Authority.

¢. Local Price Coordinating Council (LPCC). Prior to the start of each cropping
season, determine the cost of production of palay in Naga City via public
consultation among agricultural stakeholders. From such production cost, add a
profit margin of 10% to arrive at the buying price for palay. Likewise determine
the buying price for rice taking into consideration the prevailing market price for
similar grades of rice in the local market.

d. Agricultural and Biosystems Engineering Services (ABES). This unit, which
is in charge of the operation and maintenance of the city’s farm machineries,
truck, and post-harvest facilities at the City Nursery in Bgy. Carolina, shall
prioritize farmers with agreements under this Ordinance in the hauling, drying,
and milling of palay. It shall ensure its machineries are well-maintained and fully
operational and that spare parts and fuel are available on stock to minimize, if not
eliminate, downtime.

Section 12. Procurement Procedure. Direct procurement of palay or rice from

farmers will follow the following procedure:

a.

The end-user unit shall prepare the Purchase Request. Funding certificate shall be
obtained from the City Budget Office and forwarded to the Bids and Awards
Committee.

The Bids and Awards Committee directly negotiates with local farmers identified by
the City Agriculture Office guided by the price recommended by the Local Price
Coordinating Council.

The farmers shall submit a (1) formal written offer or bid, and a (ii) Certification from
the City Agriculturist that the farmers are in the Registry System for Basic Sectors in
Agriculture (RSBSA) or, if available, a photocopy of their RSBSA 1D.

The BAC, after receipt of the documentary requirements, shall exercise due diligence
to validate them and the local farmers’ capability to supply the palay or rice needed.
After such confirmation and validation, the BAC shall recommend the award of
contract to the farmers at the LPCC determined price.

The City Mayor shall issue the Notice of Award (NOA) to the farmers concerned.
Upon receipt of the NOA, the farmers shall immediately enter into a contract with the
city government assisted by CAgO within a period not exceeding ten (10) calendar
days.

BAC shall issue the Notice to Proceed (NTP) together with a copy or copies of the
approved contract to the farmers within three (3) calendar days from the date of
approval of the contract.
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g. The BAC shall post within three (3) calendar days from execution of the contract, the
NOA, the contract, and the NTP in the PhilGEPS website; Naga City website, if
available; and conspicuous place reserved for this purpose at City Hall.

Section. 13. Settlement of Farm Input Credit. The amount collectible by CAgO
from the farmers for the input assistance extended to them shall be deducted from the amount
to be remitted to the farmers. No interest shall be charged.

Section 14. Inter-Agency Coordination for Rice Distribution. The CAGO shall be
responsible for the proper storage, inventory, and timely delivery of milled rice to the City's
end-user offices (CSWDO, CDRRMO), etc.) based on the consolidated Rice Procurement
Plan.

Section 15. Internal Control. The Internal Audit Service shall prepare the forms,
reports and operational procedures consistent with internal control principles to
institutionalize accountability over the procurement of grains, their storage and release. Such
procedures however shall be so designed to expedite, rather than delay, the processing of
payments to farmers.

Section 16. Funding and Appropriation. The amounts necessary for the
procurement of palay and rice under this Ordinance shall be sourced from the regular |
appropriations for food supplies and related items in the approved Annual Budget of the
respective end-user departments and offices. The City Budget Office shall ensure that such
allocations are explicitly identified and reserved for the Patas Presyo Program.

Section 17. Penal Clause. Any public officer or employee who willfully and
maliciously obstructs or violates the mandatory application and procedures of this Ordinance
shall be subject to appropriate administrative sanctions under the Civil Service Law and other
existing regulations, without prejudice to any civil or criminal liability.

Section 18. Implementing Guidelines. The city mayor may, in consultation with
CAgO, BAC, CPO, LPCC, and the end-user offices, may issue such guidelines as are
necessary to fully carry out the spirit and intent of this Ordinance.

Section 19. Separability Clause. If any provision of this Ordinance is declared
invalid or unconstitutional, the other provisions not affected thereby shall remain in full force
and effect.

Section 20. Repealing Clause. All ordinances, resolutions, executive orders, and
administrative issuances or parts thereof which are inconsistent with the provisions of this
Ordinance are hereby repealed, amended, or modified accordingly.

Section 21. Effectivity. This Ordinance shall take effect after its publication in a
newspaper of local circulation and its posting in at least two (2) conspicuous places at the
Naga City Hall.



