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I
Preliminary Statement
Under Section 12 of R.A. 6657, the DAR is mandated to determine and fix immediately the lease rentals in
tenanted lands under the retention limit and lands not yet acquired under R.A. 6657. Pursuant to said provision,
DAR Administrative Order No. 4, series of 1989 was issued providing the guidelines for the establishment of
leasehold and the determination of lease rentals for tenanted lands.

However, experience has shown that tenurial and working relationships in coconut lands have peculiar
characteristics. Thus, the following guidelines are hereby promulgated as a supplement to Administrative Order
No. 4 series of 1989 insofar as leasehold in coconut lands are concerned.

II
Coverage

These rules shall apply to all tenanted coconut lands including, but not limited to, the areas retained by the
landowner and those not yet acquired for distribution pursuant to RA 6657.

III
Governing Principles

A. A tenancy relationship is essential in the establishment of agricultural leasehold. Such relationship exists when
the following requisites are present:

- The parties are the landowner and the tenant;

- There is consent by the landowner for the tenant to work on the land — either orally or in writing, expressly or
impliedly;

- The subject land is agricultural in nature;

- The purpose is agricultural production;

- There is personal cultivation on the part of the tenant; and

- There is sharing of harvests or there is a consideration for the lease of the land in an amount certain in money or
in produce, or both.

B. Cultivation is not limited to the plowing and harrowing of the land, but also the husbanding of the ground to
forward the products of the earth by general industry; the taking care of the land and fruits growing thereon;
fencing of certain areas; and the clearing thereof by gathering dried leaves and cutting of grasses. In coconut
lands, cultivation shall include the periodic cleaning of the coconut plantation to improve its production.
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C. The change of crop or the shift to other agricultural purposes and/or the indiscriminate cutting of coconut trees
shall not affect the security of tenure of the tenant-lessee.

D. The lease rental of the land shall be paid in an amount certain in money or in produce, or both, as may be
agreed upon by the parties. Before the parties agree on the mode of lease rental, the DAR may encourage payment
in kind to cushion the effect of fluctuating prices, especially in coconuts and/or copra.

E. In general, the average normal harvest during the three agricultural years immediately before the date leasehold
relationship was established, or 15 June 1988 shall be used in computing for the lease rental. However, the
contracting parties may opt and agree to compute the average normal harvest of one whole year immediately
before the date the leasehold relationship was established, or 15 June 1988. (Refer to Annex 1[*] for the sample
computation.)

An agricultural year shall be understood to mean the period of time from the preparation of the land to the first
harvest and thereafter, from harvest to harvest.

F. If at the time of the fixing of lease rentals the coconut land is still suffering from crop failure due to the effects
of fortuitous events or force majeure to the extent of 75% as certified by the Department of Agriculture, said lease
rental shall not be more than the equivalent of 25% of the average gross harvest, computed on a yearly basis, after
deducting the allowable deductible items. This yearly computation shall be used until such time that the trees have
recovered and the average normal harvest can be established, in which case a readjustment of the rental shall be
made on the basis of such coverage.

G. The tenancy relationship in coconut lands, as in other agricultural lands, shall include the whole farm being
worked by the tenant. As such, the lessor and the lessee may agree to maximize utilization of the areas or spaces
between the coconut trees by planting intercrops therein. The lease rental for the intercrops shall be computed
pursuant to Administrative Order No. 4, series of 1989 and shall either form part of the existing leasehold
agreement or embodied under a separate leasehold contract.

H. The application of the allowable deductible items in coconut shall depend on the final product. If the final
product is copra, the deductible items are:

- The cost of harvesting, which shall include picking and piling;

- The cost of loading and hauling; and

- The cost of processing, which shall include husking, splitting, scooping, and drying.

If the final product is green nuts, the deductible items above shall be used except for the cost of processing. If the
final product is husked nuts, the costs in items H.1 and H.2 and the cost of husking shall be used.

I. In case there is large-scale replanting in the coconut area which may affect the normal coconut production in
particular and the leasehold arrangement in general, the existing leasehold contract shall be suspended upon the
request of the leaseholder. A new lease rental may be computed proportionate to the decrease in production or to
the extent of the effect of the replanting.

IV
Procedures

The procedures provided for in Administrative Order No. 4-89 which are not inconsistent herewith shall apply to
tenanted coconut lands.

V
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Effectivity

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

This Order supplements Administrative Order No. 4, Series of 1989.

Adopted: 2 Sept. 1991

(SGD.) BENJAMIN T. LEONG
Secretary

[*] Text available upon request at the Office of the National Administrative Register (ONAR), U.P. Law Center,
Diliman, Quezon City.
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