Republika ng Pilipinas
KAGAWARAN ng REPORMANG PANSAKAHAN

ADMINISTRATIVE ORDER NO. Ogé
geriesg of 1992

®

SUBJECT :

LI.

RULES AND PROCEDURES ON LEASEHOLD OPERATIONS IN
TENANTED SUGARCANE LANDS

PREFATORY STATEMENT

Under Section 12 of RA 6657. the DAR 1is mandated to
determine and fix immediately the lease rentals in tenanted
lands under the retention limit and lands not yet ‘scqulred
under RA B8657. Pursuant to the sald provision, the DAR
lasued Administrative Order No. 4, zeries of 198%Y to provide
guidelines for the establishment of leasehold and the
determination of lease rentales for tenanted lande.

In

order to guide DAR field personnel in fixing the lease

rental in tenanted psugarcane lands. these supplemental
guldelines are hereby issued.

GOVERNING PRINCIPLES

A.

Tenancy relationship in sugarcane areas exlsts when the
following reguisites are present:

1. The parties are the landowner and the tenant:

2 There is consent by the landowner for the tenant %o

work on the land -- either orally or 1in writina,

expressly or impliedly;

The subject land is agricultural in nature;

The purpose is agricultural production:;

There iz sharing of harvests or there is B

coneideration for the lease of the land in an amount

certain in meoney or in producs, or both;: and

. There is @personal cultivation on the part of the
tenant and/or with the aid of labor from within his
immediate farm household.

N i L

Cultivation is not limited teo the pleowing and harrowing
of the land. but also the husbanding of the ground to
forward the products of the earth by general industryv:
taking care of the land and fruits growing thereon:
fencing of certain areas: and clearing thereof by
gathering dried leasves= and cutting of grasses.

Further, the caretaker of an agricultural land may aleso
be congsidered as the cultivator of the land §f he
performs such chores as watsring the trees, fertilizing
them for better production, uprcooting weeds and turning
the soil, and periodically fumigating the plants to
eliminate pests.
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Notwithestanding exi=sting contracts, the landowner—
rlanter and the tenant-lessee ghall enter into an
agricultural leasehold contract (ALC) as mandated under
Section 12 eof RA 8657, Administrative Order HNo. 4,
ieriﬂs of 1988, and other pertinent provision=a of the
BWE .

Among others, the ALC shall explicitly stipulate the
right o©f the agricultural lesses to deal with the
millere and processors and to attend to the issuance of
guedans and warehouse recelpts for the produce due him
pursuant to Section 23 of RA 38B44. as amended.

The tenant-lessee sghall, by operation of law, have the
following rights to be exerclised by him personally or
through e duly registered cooperative of which he lg &
bonafide member:

1. To be issued a warehouse receipt (quedan) or
molasses storage certificate by the sugar-central
for his share In the manufactured sugar and/or
molasees.

2. To have free access to the sugar-central’s factory,
facilities, and laboratorv for purposes of checking
and/or wverifving records and procedures in the
procesaing of sugarcane through profeassional
representation,

3. To be furnished a weekly statement of cane and sugar
account showing among other things the tonnage of
the delivered cane and analysis of the crusher
Juice.

4. To be given thirty (30) dayse notice in writing

before his share in the stored sugar is sold through
publiec -auction.

5. To be provided with standard tonnage allocation by
the miller/sugar central.

The determination of the average normal harvest to be
used in computing the lease rental in sugarcane lands
ghall be based on the following:

1. If the leasehold tenancy relationship existed before
15 June: 1988, the effectivity of RA 68657, the
average normal harvest of the thres agricultural
yvears Iimmediately before the date the leasehold
relationship was established shall be used.



s IE the leasehold tenancy relationship wWas
established on 15 June 1988 by operation of RA €657,
the average normal harvest of . the thres
agricultural years immediately before the said date
shall be used.

The normal harvest shall mean the wusual or regular
produce obtained from the land when it is not affected
by any fortuitous event or force majeure such as
typhoon, flood. drought, earthguake, volcanic eruption.
and the like.

The landowner and the tenant shall use the quedan
certificate or warshouse receipts, and molasses atorage
certificate iseued by the sugar central/miller ag basie
for determining the amount of sugar and the quantity of
molagses in kilos to which the Planter and the miller
are entitled.

An agricultural year for sugarcane shall be understood
to mean the period from land preparation to harvesting.
Ratooning (from trash burning to harvestling) shall
likewlse be considered as one agricultural yvear.

The leasshold agreement shall include both the sugarcane
producte (sugar) and byv-products (molasees), and the
lease rental ghall be computed pursuant to
Administrative Order No., 4, series of 19889 (Refer to
Annex 1 for sample computation).

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. Such rental shall be paid
after the exact produce shall have been determined using
the Certificate of Quedan and mollases storage
certificate issued by the sugar central/miller.

The allcwable deductible items= in sugarcane are the
following:

1. Cost of seeds/cane points;

2. Cost of harvesting (cutting);

3. Cost of loading;

4. Tost of hauling if any: and

5. Cost of processing (milling cost).

Pursuant to Section 31 of RA 3844, as amended, 1t shall
be wunlawful for the agricultural lessor to regquire the
agricultural lessee to assume, directly or Indirectly.
any part of the rent, or other consideration which the
agricultural lesscr is under the obligation to pay to
third persons for the use of the land.
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Section 15 of the same law also provides that any
contract by which the agricultural lessee is reguired to
accept a loan or to make payment therefor in kind shall
be contrary to law, morals, or public policy.

Finally, Section 29 (4) of the same law provides that
it shall be the right of the agricultural lesascor to
mortgage expected rentals.

Notwithstanding the above provisions of the law and any
contract of mortgage existing between the landowner-
planter and financial institutions to the contrary, it
ig unlawful for the landowner-planter to mortgage to any
entity (e.g., banks or any financial institutions) that
part of produce which ia due to the agricultural lessee.

The DAR shall encourage the sugarcane farmer-lessees to
egtablieh assoclations or cooperatives which ghall
agsist them or directly deal with the mlllers,
processora, and financial and banking institutiona. The
DAR shall likewise assist farmer-lessees Lo secure
milling accommodations and/or membership in sugar
rlanters associations.

PROCEDURES

A.

The MARD shall ldentify all tenanted sugarcans
landholdings covered by leasehold, and the planter-
landowners and tenants therecof.

In coordination with the BARC. the MARO shall conduct =&
mediation conference bhetween the contractling parties to
determine and fix the lsase rental.

The contracting parties will be required to present
production data or records of the landholding involved
(e.g. Quedan certificates or warehouse receipts, and
molasses storage certificates previcously issued by  the
sugar central /miller for the past three normal
agricultural years).

On  the basis of these documentary evidence and wusing
the prescribed Agricultural Leasehold Contract (ALCY,
the MARD shall compute for the lease rental applyving the
formula prescribed under Section 34 of RA 3844, as
amended. and A0 4. Series of 1989.

The ALC shall be drawn in six copies in a language or
dialect known to the tenant-lesses, sgigned or
thumbmarked by the parties or their duly authorized
representatives before two witnesses, and notarized by a
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DAR lawyer commiseionsd as Notary Public or by the
Municipal Trial Court Judge in the area. The MARD shall
cause the regletration of the ALC with the Municipal
Treasurer.

W= 1 case of disagreement or non-spproval by the
contracting parties involved in the determination of the
lease rental, the DAR shall issue an (Order of Leape
Rental in accordance with the procedures stipulated
under Item V.D of AQ 4. series of 1989.

G. The MARO =shall explain fully to the contracting parties
the terms and conditione stipulated in the ALC. and
inform them of their righte and cbligations ms well as
the sanctions that may be imposed on them.

H. The MARD shall furnish the sugar central/miller a oopYy
of the ALC.

EFFECTIVITY

Thie Administrative Order shall take effect ten (10) davs
after ite publication in two (2) national newspapers of
general circulation.

This Order supplements Administrative Order No. 4. Series of
1988 and amends or revokes all previous isguances which are
Inconeistent with it.

Diliman, Quezon City ﬁ;.f%&ﬂ&!gf 1092,

nramin T/f trong
{ Secretdry ————
'-1 i
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ANNEX 1

SAMPLE COMPUTATION FOR LEASE RENTAL IN TENANTED SUGAR LAND */
Canlubang, Laguna Casze

GIVEN:
Aren - 1 hectare
Frequency of harvest xx/ - 1st (new) harvest {10 to 12 mos.)

- 1let ratoon and Znd ratoon
(02 te 10 mos. per ratoon)

B8.5 tons for the lst harvest
equivalent to B6.26 piculs and
3,418 kg. of mollases

Production per hectare #k%x/

- 77 tone for the 1lst ratoon
equivalent to B81.3 piculs and
3,191 kg. of mollases

- BB tons for the 2nd ratoon
equivalent to 74 pleuls and 2,195
kg. of mollases

Frice per picul kkxs/ - BS5BY9 as of 1988
BEG45 as of 1988
FES0 as of 1880

Price of Molasges

rer kg. *k¥k/ - RB1.00/kg. as of 1988

Bl1.00/kg. as of 1089
BF1.20/kg. as of 1890

COMPUTATION:

A. Compute for the net income of every agricultural vear
{average gross income less allowable deductible cost).

First Agricultural Year
Gross Income

B6.26 piculs = ESEZ

per picul B49.081.94
3,416 kg. of molasses
x 1.00 kg. 3,416.00 B52,497.94



Less: allowable deductible cost

Coet of seeds (30/1000)
cane points at 50,000

cane points/ha. ) B 1,500.

Harveting/cutting

(R65/ton x BB.5 tons) B 5.752.50
Loading and handling/

trucking (B75/ton x

BB.5 tons) 6,837.
Processing/milling
{32% of produce XxXxEk/) 15,708.

Net Intcome

Second Agricultural Year (First Ratoon)
Groes Income

81.3 pilcule x BB45 per

picul B52.438.

3,191 kg. of molasses x

1.00 kg. 3,191.

Lese: allowable deductible cost

Cost of Seeds (if any)
Harvesting/cutting (BES/

ton ¥ 77T tons) B 5,005,

Loading and hauling/trucking

(B75 x 77 tones) 5,775,

Processing/milling (32¥% of

produce ) 16,780,

Net Income

00

0
00
32

Note: Cost of seeds during ratooning,

varighle.

Third Agricultural Year (Second Ratoon)
Gross Income

Td piculs x BBHO/

pieul B48, 100,

2,180 kg, of molasses

X 1.20/ke. 2,634.

0o
00

B29,598.00

B22,901.984

B55,629.50

BR27,660.32

B28,069.18

if any, may be

B50,734.00



Less: allowable deductible cost

Cost of Seeds (if any)
Harvesting/cutting

(=80/ton x 68 tons) B 5,440.00
Loading and hauling/

trucking (F120/ton

®x B8 tons) 8,1B80.00
Processing/milling

(3Z% of produce) 15,392.00 BZ8,992.00
Net Income EZ1,742.00

Note: Cost of seeds during ratocning, if any, may be
variable.

B. Compute for the lease rental

Firaet Year B22,901.94
Second Year 28.0639.18
Third Year 21,742 .00
Total Net Income B72,713.12

Average Net Income Total Net Income/3 vears
B72,7T13.12/3

B24,237.7086

i n

Average Lease Rental = Average Het Income x 0.25
B24,.237.7T06 x 0.25
B6,0H89.43

flon

* Please note that the data used in this sample computaticn
represent2 only a single sugarcane farm (based on the
information provided by a sugar planter of Caniubang,
Laguna). Thus the lease rental may vary according to the
actual data cobtained in a specific leasshold area.

it In other sugarcane plantations, ratooning is done only
once, sometimes as many as three times. The peried from
planting to harvesting alse wvaries— in some areas,. the
firet agricultural wvear (new harvesta) takes about 10- 12
months, while ratoon takees about 9-10 months.

LApcording to the keyv informant. he schedules his
sugarcane planting cvecle in such a way that his 5-hectare
land is simultaneously planted with new sugarcane crops,
and Ffirst and second ratoon crops.
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The number of piculs per hectare depends upon the FPSTC
(piculs sugar per net ton of cane). The higher the PSTC
the more the number of piculs and the leaser the
eguivalent weight of molasses produced. The Certificate
of Quedan. issued by the Sugar Central/miller, provides
the best source of information. However, in terms of
acceseibility., the Cane Weigher s Report, the Planter’s
Cane and the sugar and molassees account can be used as a
source of production data without making any sacrifice
on reliability and accuracy of information.

The price per picul and per kilogram of molasses was
supplied by the key informant. Prices may vary according
to the locality and according to the dictate of the
domestic and international markets.

In the Canlubang Sugar Estate. the present arrangement is
that for every 100 percent or total produce entered by
the sugar planter in the Sugar central, about 32 percent
imp deducted a=s milling cost.



