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I. PREFATORY STATEMENT

A. It is the policy of the State to recognize "the right of the farmers and regular farmworkers, who are landless, to
own directly or collectively the lands they till" (Section 4, Article XIII, Constitution).

B. The objectives of agrarian reform and owner-cultivatorship are:

1. "to enhance" the "dignity" of the farmers and farmworkers (Section 2, R.A. No. 6657; Sec. 2 (2), R.A. No.
3844, as amended;

2. "to improve the quality of their lives through greater productivity" (Sec. 2, R.A. No. 6657; Sec. 2 (3), R.A. No.
3844, as amended.);

3. "to create a truly viable social and economic structure in agriculture" (Sec, 2, (3), R.A. No. 3844, as amended);
and

4. "to make the farmers more independent, self-reliant, and responsible citizens, and a source of genuine strength
in our democratic society" (Sec. 2 (6), R.A. No. 3844, as amended), and "to divert landlord capital in agriculture
to industrial development" (Sec. 2 (1), R.A. No. 3844, as amended; Sec. 2, R.A. No. 6657).

C. Section 2 of R.A. 6657 provides the following:

1. "It is the policy of the state to pursue a Comprehensive Agrarian Reform Program (CARP). The welfare of the
landless farmers and farmworkers will receive the highest consideration to promote social justice and to move the
nation toward sound rural development and industrialization, and the establishment of owner cultivatorship of
economic-size farms as the basis of Philippine agriculture.

x x x x x

2. "The agrarian reform program is founded on the right of farmers and regular farmworkers, who are landless, to
own directly or collectively the lands they till or, in the case of other farm-workers, to receive a just share of the
fruits thereof. x x x x x

D. Paragraph 2 of Section 3 of R.A. No. 7905 amending Section 44 of R.A. No. 6657 provides that "the
PARCCOM shall coordinate and monitor the implementation of the CARP in the province. It shall provide
information on the provisions of the CARP guidelines issued by the PARC and on the progress of the CARP in
the province: in addition, it shall:

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 1 of 10

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



"a.) recommend to the PARC the following:

x x x x x

"3) continuous processing of application for lease back arrangements, joint-venture agreements and other
schemes that will optimize the operating size for agricultural production and also promote both security of
tenure and security of income to farmer beneficiaries: provided, that lease back arrangements should be the last
resort."

E. Section. 11 of E.O. No. 229 provides that "Leases and management contracts on land covered by land
distribution and registered with the Register of Deeds prior to the approval of this Order may continue under their
original terms and conditions, but not beyond five (5) years from the effectivity of this Order; provided that upon
expiration, leases and management contracts may only be renewed subject to the agreement of the qualified
beneficiaries; and, provided further that upon the distribution or award of the land, where the existing lease rentals
are not acceptable to the qualified beneficiaries, such rentals shall be renegotiated with the assistance of the
Barangay Agrarian Reform Council (BARC). If the parties fail to agree, the DAR shall determine the rental.
Mortgages and other claims registered with the Register of Deeds will be assumed by the Government up to the
landowner's compensation value as provided for in Section 6 hereof."

F. The fourth paragraph of Section 8 (c) and the last paragraph of Section 8 of R.A. No. 6657 provide as follows:

1. "In general, lands shall be distributed directly to the individual worker-beneficiaries. In case it is not
economically feasible and sound to divide the land, then they shall form a workers' cooperative or association
which will deal with the corporation or business association or any other proper party for the purpose of entering
into a lease or growers agreement and for all other legitimate purposes. Until a new agreement is entered into by
and between the workers' cooperative or association and the corporation or business association or any other
proper party, any agreement existing at the time this Act takes effect between the former and the previous
landowner shall be respected by both the workers' cooperative or association and the corporation, business
association or such other proper party. In no case shall the implementation or application of this Act justify or
result in the reduction of status or diminution of any benefits received or enjoyed by the worker-beneficiaries, or
in which they may have a vested right, at the time this Act becomes effective."

2. "In no case shall a foreign corporation, association, entity or individual enjoy any rights or privileges better
than those enjoyed by a domestic corporation, association, entity or individual."

These guidelines are hereby prescribed to streamline contracting procedures and the fixing of lease rental in lands
planted to palm oil trees.

II. COVERAGE

These rules shall apply to all lands covered by the CARP and planted to palm oil trees under lease arrangement:
Provided, that the lease arrangement has been considered as the last resort.

III. DEFINITION OF TERMS

A. Lease Arrangement — is an agribusiness scheme whereby the agrarian reform beneficiaries (ARBs), who
already own the land covered by CARP, enter into a contract of lease with the lessee/investor through their
cooperative or farmers' association. The lessee-investor, under this arrangement, shall be allowed to manage the
farm operations within an agreed period of time, subject to extension, upon mutual agreement of the contracting
parties, in exchange for the payment of lease rental and other benefits at rates agreed upon by the lessor and the
lessee.
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B. Lessor — pertains to beneficiaries of the agrarian reform program who organize themselves into cooperatives
and/or associations and lease their awarded lands to any investor for purposes of agricultural production pending
their readiness to assume general control and management over the farm.

C. Lessee — refers to any person who, with the consent of the lessor, operates the leased land for agricultural
production in accordance with the terms of the lease arrangement.

D. Normal Harvest — refers to the average gross production of the subject land during the three (3) agricultural
years immediately preceding the date of use of the data but which should not be lower than the industry data.

IV. POLICIES AND GOVERNING PRINCIPLES

A. The terms and conditions of the lease agreement, including the determination and computation of lease rental
of palm oil land shall be mutually agreed upon by the contracting parties, subject to the approval of the PARC
Executive Committee upon the recommendation of the PARCCOM and certification of the DAR that the lease
agreement is not violative of agrarian policies and principles (Annex F).

In case of disagreement, the parties may submit themselves to mediation by the PARCCOM. Should the
disagreement remain unresolved, the negotiations shall be terminated.

In no case shall the lease rental be less than the yearly amortization and taxes to be paid by the lessor on the land,
or the computations based on Section 34 of R.A. No. 3844, whichever is higher.

The lease arrangement is an interim agreement between the lessee/investor and the agrarian reform beneficiaries
until such time that the farmworkers' cooperative or organization is ready to assume general control and
management over the farm, having sufficiently acquired the necessary managerial and technical skills which will
enable it to operate the farm on its own.

B. Lands shall be distributed directly to the individual worker-beneficiaries. However, in case the division of the
land is deemed not economically feasible and sound, the land shall be owned collectively by the
worker-beneficiaries who shall form a farmworkers' cooperative or association.

The lease arrangement shall balance and address the farmer/farmworker's distinctive roles and rights as a
cooperative member, an employee/farmworker and an agrarian reform beneficiary. The ARB's membership in the
cooperative shall be in accordance with the Cooperative Code (R.A. No. 6938), his/her beneficiary status shall be
determined by the CARL (R.A. No. 6657), while his/her employment relation shall be governed by the Labor
Code and related legislation.

C. The determination of lease rentals for palm oil plantations shall be undertaken on a case-specific basis,
considering that the production levels and prices depend on: (a) product form (i.e., whether in fresh fruit bunches
(FFB) or crude palm oil (CPO); (b) production and processing technology; and (c) age of palm trees, among
others.

D. Renegotiation of the amount of lease rental shall be undertaken by the parties every five (5) years, subject to
the recommendation of the PARCCOM and review by the DAR.

Lease rental on the leased lands may be renegotiated by the contracting parties even prior to the termination of the
contract on the following grounds: (a) domestic inflation rate of seven percent (7%) or more; (b) drop in the world
prices of the commodity by at least twenty percent (20%); and (c) other valid reasons.

E. Any conflict that may arise from the implementation of the lease contract shall be referred to the PARCCOM
by any of the contracting parties for mediation and resolution. In the event of failure to resolve the issue, any of
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the parties may file an action with the Department of Agrarian Reform Adjudication Board (DARAB) for
adjudication pursuant to Section 50 of R.A. No. 6657.

F. In case of insolvency or bankruptcy of the lessee/investor, the lease contract shall be deemed terminated and
the lands shall be returned to the ARBs. The ARBs shall be included in the insolvency proceedings. Any unpaid
claim of the ARBs (e.g., salaries/wages, lease rentals and others) shall have first lien on the salvaged value of the
remaining assets of the insolvent lessee/investor.

G. The lessee/investor shall give priority to members of the agrarian reform cooperative or association and their
dependents, for employment in the enterprise. In such case, they (ARBs) shall be treated as employees of the
lessee/investor and entitled to at least the mandated minimum wage and other economic benefits granted under the
Labor Code and other existing laws.

H. The farmworkers, through their cooperative/association, shall set aside a portion of not less than twenty-five
percent (25%) of the total area of the land to be used for livelihood purposes.

Members of the cooperative who are not employed in the corporation shall be given priority in the utilization of
the area set aside for livelihood purposes.

I. The leased property shall be used solely as an agricultural plantation devoted to palm oil production, and the
lessee shall not use or allow the use of the leased property for illegal or prohibited purposes or for other purposes
not covered under the lease agreement.

J. The PARCCOM, through its Executive Officer, shall regularly monitor and review the progress/implementation
of the existing lease arrangement to ensure compliance with its terms and conditions, particularly the security of
tenure and income of farmer-beneficiaries, pursuant to R.A. No. 7905.

V. RIGHTS AND OBLIGATIONS OF THE LESSOR/COOPERATIVE AND LESSEE/INVESTOR

A. The lessor shall:

1. receive from the lessee rentals on the property and other benefits that may be agreed upon by the parties;

2. pay realty taxes on the leased property;

3. keep the lessee in full and peaceful possession and enjoyment of the leased property during the duration of the
contract and shall not physically appropriate or partition the land among the farmworker cooperative's members;

4. have the right to ownership of permanent improvements introduced on the land by the lessee upon the
termination of the lease agreement, unless the contracting parties provide otherwise; and

5. cause, permit and/or allow the annotation and registration of the lease agreement in the Office of the Register of
Deeds of the Province where the leased property is located, and a memorandum thereof annotated and entered on
the Original and the Owner's Duplicate Certificate of Title of the leased property.

B. The lessee shall:

1. manage and operate the property within the period stipulated in the lease arrangement, conditioned on the
payment of lease rental and other benefits at rates agreed upon by both parties; such period may be extended by
the parties, subject to approval by the PARC Executive Committee;

2. in consultation with the lessor, have the right to construct buildings and other infrastructure on the property
which are deemed necessary for agricultural operations. In no case, however, shall any such improvement
decrease the aggregate agricultural area and/or lower the rental and other privileges accruing to the farmworkers'
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cooperative and its members under the lease contract;

3. manage and care for the leased property and assume its undertakings properly and efficiently in accordance
with sound agricultural and financial practices;

4. bear all expenses for production, cultivation, harvesting and marketing of products, and all charges necessary
for the conduct of business operations including business taxes and other impositions;

5. comply, in good faith, with the duty to pay the rent and to observe and perform all the other obligations
contained in the lease agreement;

6. obtain the consent of the lessor before the conduct of any experimental project(s) not directly related to palm oil
processing, but is deemed necessary for sound agriculture purposes;

7. have the option to remove, transfer or move any such non-permanent improvement, prior to or upon
termination/expiration of the agreement/contract, chargeable to his/its account, without causing any damage to the
premises and the land; and

8. ensure a successful turn-over of the venture to the farmer/farmworker-beneficiaries, by implementing, in
collaboration with the DAR, the Department of Trade and Industry (DTI), and other concerned agencies, a
transfer of technology and management program focused on production technologies, entrepreneurship,
marketing, resource mobilization, project monitoring and evaluation.

VI. PROHIBITIONS ON THE LESSOR AND LESSEE

A. It shall be unlawful for the lessor to:

1. dispossess the lessee/investor of the landholding subject of the lease, except upon authorization of the Court.
Should the lessee/investor be dispossessed without authorization from the Court, the lessor/cooperative shall be
liable for damages suffered by the lessee/investor for breach of contract; and

2. require the lessee/investor to assume, directly or indirectly, the payment of the realty taxes, or part thereof,
levied by the government on the landholding.

B. It shall be unlawful for the lessee to:

1. cultivate other crops on the land or use the landholding for a purpose other than what had been agreed upon in
the lease agreement;

2. cause, through its operations, any substantial and unreasonable damage on the land and the
deterioration/depletion of the fertility of the soil and the other improvements thereon;

3. plant, grow, raise, or permit the planting, growing or raising of any plant which is the source of dangerous
drugs, as defined in P.D. No. 1683, as amended; and

4. sub-lease the property subject of the lease to another lessee/investor.

VII. PROCEDURE

A. PRE-CONFERENCE

1. Prospective lessees/investors and farmworker beneficiary cooperatives or associations may jointly apply in
writing for a lease arrangement with the PARCCOM through its Executive Officer (i.e., Provincial Agrarian
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Reform Officer).

2. Upon receipt of the written application, the PARO, as PARCCOM Executive Officer, shall prepare and send
invitations for a conference (Annex C) to the prospective lessees/investors, lessors/cooperative or association, the
BARC, the NGOs/POs in the area, the Department of Agriculture (DA), and other concerned agencies.

The lessor and lessee shall be required to submit production data or any evidence with probative value as proof of
the average normal harvest, including the cost of deductible item/s, during the three (3) preceding agricultural
years, or any other documents pertinent to the determination of lease rental. In the absence of the foregoing
production data or documents, the production data provided by the concerned government agency (e.g., the
Bureau of Agricultural Statistics, Department of Agriculture (BAS-DA) may be accepted as basis of the lease
rental.

3. A copy of the invitation for conference shall simultaneously be posted in the bulletin board of the provincial,
municipal and barangay halls, and other conspicuous places where the property is located for a period of seven (7)
working days. The fact of posting shall be certified by the PARO, MARO, the BARC Chairman and the Barangay
Captain of the area, after the lapse of the prescribed posting period.

B. CONFERENCE PROPER

1. During the conference, the PARCCOM Chairperson or his/her designated officer shall allow the parties to
mutually agree on the lease rental of the subject land.

2. If both parties agree on the amount of lease rental for the land, including other conditions and stipulations, such
agreement shall be embodied in the prescribed lease agreement form (Annex A).

3. In case of disagreement, a mediation/conciliation proceeding shall be undertaken in accordance with procedures
stipulated under Item VII-E of this Order.

C. APPROVAL AND CONFIRMATION BY FARMERS/FARMWORKER-BENEFICIARIES (FWBs)
COOPERATIVE/ ASSOCIATION - The PARCCOM Chair shall:

1. call a general assembly of the FWBs cooperative/association to explain to its members the contents of the lease
agreement, and the policies prescribed under this A.O.;

2. ascertain the consensus of the farmworker beneficiaries through secret balloting, with the assistance of a
three-person committee composed of one (1) representative from the lessee/investor, one (1) representative from
the lessor/cooperative or association and the PARO. The tallying of the ballots shall be undertaken by said
committee. Consent of the FWBs shall be determined through a vote of the absolute majority (i.e., fifty percent
plus one of the total number of regular farmworkers); and

3. certify the conduct of the briefing of the FWBs and the process of confirmation by consensus of the absolute
majority (Annex E).

D. EXECUTION OF THE LEASE CONTRACT

1. The parties shall affix their signatures on the lease agreement. Said agreement shall also be countersigned by
two (2) witnesses who are not parties thereto.

2. The contract shall be forwarded by the PARO (copy furnished the Regional Director and the MARO) to the
Presidential Agrarian Reform Council Executive Committee (PARC ExCom) through the Assistant Secretary for
Support Services who shall endorse the same for approval by the said body, through a resolution.
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3. The lease agreement shall be drawn up in five (5) copies and signed by the parties who shall acknowledge the
execution of the documents before a DAR lawyer commissioned as Notary Public or before any other Notary
Public. The PARO shall: (a) register the lease agreement with the Municipal Treasurer; (b) cause the annotation of
the lease agreement (Annex B) at the back of the Transfer Certificate of Title on file with the Register of Deeds;
and (c) furnish a copy of the registered lease agreement to each party.

E. MEDIATION/CONCILIATION IN CASE OF DISAGREEMENT

1. If the parties fail to agree, the PARCCOM Chair shall:

a. call a PARCCOM meeting en banc or create a panel of three (3) members composed of two (2) PARCCOM
members and the PARO to undertake mediation/conciliation efforts in resolving the disagreement; and

b. require the PARO to submit the following documents:

1) Documents or evidence presented or gathered by the lessor, lessee, PARO and other parties involved
relative to the production data, deductible item(s) provided by law, and other relevant information;

2) Minutes of conferences/meetings held for the purpose of establishing, determining and fixing the land
rental, and resolving conflicts, if any;

3) Computation of lease rental of subject land under the lease arrangement in accordance with Section 34 of
R.A. No. 3844 (Annex D); and

4) Investigation Report, if any.

2. If the recommendation of the PARCCOM is not acceptable to the parties, the negotiations shall be terminated.

F. EXISTING LEASE ARRANGEMENTS

1. The PARO, under authority of the PARCCOM, shall conduct a review of existing lease arrangements to
determine —

a. whether or not the security of tenure and the security of income of farmworkers are protected under these
arrangements;

b. whether there have been violations of any of the terms and conditions of the contract by either party;

c. the parties' compliance with the minimum wage law;

d. whether the present lease rental should be renegotiated pursuant to Item IV-D of this Administrative Order;
and

e. other acts and omissions which may affect the smooth implementation of the lease arrangement.

2. The PARO shall prepare a report of his/her findings to the PARCCOM for appropriate resolution/action on the
matter.

3. If the present rental is deemed subject to a renegotiation pursuant to Item IV-D of this Order, the lessee/investor
or the lessor/cooperative or association may file a written petition for renegotiation of the lease contract addressed
to the party concerned, copy furnished the PARCCOM, through the PARO.

4. The PARO shall assist the lessee/investor or the lessor/cooperative or association, as the case may be, in the
renegotiation.

5. In case the renegotiation efforts fail, the matter may be referred to the PARCCOM for mediation/conciliation
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purposes in accordance with Item VII-E of this Order.

6. If the parties continue to disagree despite the mediation of the PARCCOM, they may file an action on the lease
contract with the Department of Agrarian Reform Adjudication Board (DARAB), pursuant to Section 50 of R.A.
No. 6657.

G. INQUIRIES FOR PROSPECTIVE LEASE ARRANGEMENTS

1. Any interested lessee/investor and/or farmworkers' cooperative or organization may contact the DAR Assistant
Secretary for Support Services and submit a letter of inquiry/intent with a proposal for a lease arrangement,
specifying the following:

a. the terms and conditions of the lease arrangement to be introduced/established;

b. the preferred area or location of the property, or a request for assistance in identifying possible areas and
FWB cooperatives/organizations, lessees/investors for the purpose; and

c. the expected benefits to be derived by the parties from the lease arrangement.

2. The Assistant Secretary for Support Services shall evaluate the queries/applications of interested
lessees/investors and/or lessors/cooperatives and arrange the negotiation for a lease arrangement of the
prospective contracting parties.

VIII. TRANSITORY PROVISION

The provisions of the Joint DAR-CDA-DA A.O. No. 2, Series of 1997, Re: Rules and Regulations Governing
Membership Issues and Concerns of Farmworkers and Employee Beneficiaries in Agrarian Reform
Plantation-based Cooperatives, which are not inconsistent herewith, shall apply to lease arrangements
negotiated/established under this Order.

Upon the effectivity of this Administrative Order, the DAR-Field Operations Group (DAR-FOG) shall make an
inventory of all existing lease arrangements and review the same to ensure compliance with these rules and
regulations.

IX. MONITORING

The PARCCOM, through its Executive Officer (PARO), shall prepare quarterly reports on the parties' compliance
with this Order. Said report(s) shall be submitted to the Assistant Secretary for Support Services, copy furnished
the Regional Director and the MARO concerned.

X. REPEALING CLAUSE

All Administrative Orders, Circulars, Memoranda, Rules and Regulations or portions thereof inconsistent with the
provisions of this Order are hereby revoked, canceled or modified accordingly. Other issuances not inconsistent
herewith shall have suppletory effect.

XI. RESERVATION CLAUSE

Nothing herein shall be construed as precluding the PARC or the PARCCOM from adopting any appropriate and
expedient procedure or rule, or from imposing additional requirements.
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XII. EFFECTIVITY CLAUSE

This Administrative Order shall take effect ten (10) days after its publication in two (2) national newspapers of
general circulation.

Adopted: 21 Mar. 1997.

(SGD.) ERNESTO D. GARILAO
Secretary
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