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SUBJECT: RULES AND PROCEDURES DN LAND VALUATION AND
JUST COMPENSATION

PREFATORY STATEMENT

AL Sections 17 and 18 of R.A. 6657 provide the
general law on land valuation and just
compenaation. The law states that ip determinine

Just compensation the Tollowing factoras ashall be
taken ioto account: {al) the cost of acguisition
of the land: (b)) ita nature., actoval uvae and
incomes; {(c) the sworn valuation by the owners: (d)
Ehe assessment made by government assessors: (el
the social and economic benefit contributed by the
farmers, farmworkers and by the governmenkt; and
(f) taxes and loans.

L. The Land Bank of the Philippines (LBP) is mandated
Eo compensate the landowner in £he amount that may
be agreed uvupon among the landowner, the Department
of Agrarian Reform (DAR? and the LBP. In case of
disagreement, the Secretary of Agrarian Reform
shall determine the Just compensation for the
land. Howeveary; anyone who disagrees may bring the
matter to the special agrarian courd for the final
determination of just compensation.

Ga The compensation shall be made sither in cash, in
shares of stocka in government owned or controlled
corporationas, LBP preferred shares, physical
assets or other gualified investmenta in
actcordance with the rules selt by the Presidential
Ggrarian Relform Council (PARC ) in tax credibas
andsor in LBP bonds with the feabures provided for
under Section 10.

STATEMENT OF POLICY

The final determipation of just compenzmation isa a
Judicial function. However. DAR as the lead
implementing agency of the CARP may initially determine
the value of lands covered by the CARP.

COVERAGE

This valuation guidelineg ashall apply to all
agricultural lands as enumerated under Section 4 of
R.A. 665Y. However, lands previously covered by P.D.
2¥s 1ue.y Lenanted rice and corn lands, shall continue
to be poverned by Executive Order 2285.

These rules shall also apply to lands voluntarily
offered; lands which are subjiesct to veoluntary transfers
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those acqguired through compulasry procezazs. and bthose
covered by corporate stock transfers.

BASIE FOR THE VALUATION FORMUOLA

The basic valuation methodology prescribed under
these rules makes use of the multi-variable approach
which subsumes the ten factors mentioned under Section
17. This involves an estimation of a composite valus
based on land market price, assessor's market valuse and
landouner s declared value.

Reduced Lto sgquation form.: such formuplation will he
of the form:

TLY = HY + AMYV = Dy
)
where:
TLY = VMarket ¥Yalue - rafers to the latest

and comparahble transactions within the
muncipality/provinces region: depending
on availability of data. Mortgages
which Ltake into acocount bank exposures
shall also be considersd in compubting
for thia valus.

AMY = Assessor'a Market Value - refers to
the assesgsament made by government
A88E85330rs.

By = Declared VYalue - refers to the

landowner s declaration per E.0. 229 or
R.A. 6657, In no case shall this
declaration exceed 200Z% of the avarage
of the adijusted valuess of MV and AMY.

In the absence of such declarations bthe
value of IV shall be based on this upper
Limit.

In case of idle and abandoned lands where MV
could not be obtained: the values of AHY and DV
shall be used divided by two, i.e.. AMV =+ DV,

=2

In all cases; adjustments for inflation shall
be made uaing thes appropriate Provincial
Consumer's Price lndex officizally publiahed by the
National Census and Statistics OFfice (NCSO).

PROCEDURES
A. Lapd Yalue
T Establiah the land value as agreed upon by

the DAR. LBP and the landowner, provided the

gsame shall not exceed the value determinsd
under these rules.



et recent trapnsszctiona (sales, mortgagess
leasesa, etc. ) on the basis of land use or
crops in the municipality.

Gat the latsat tax declarationa. Use the AHV
and further adijust for inflation from the
date of declaration to the date of coverage
using the CPl for the region.

Get the landomner's Declared Value (DV) from
Listasaka form or V0S5 offered value wmhichevear
is lower. In the abgence of Listasaka
daeclaration. or in case land iz not
voluntarily offered,; get the average of the
adjusated values of MV and AMV which should
not exceed 200% of auch averages.

Compute the land value using the formula:

TLY = Y AHY - DY
=

Adjust for the inflation factor {IF) using
the formula:s

iF = _EPTI (eurrent)

CPI at date of declaration
or goaesgment

Compute the adjusted wvalues of MV and &MV.

Example : Date of latest
Lransaction - 1983

Average valus of the
latest trapsaction
in (PSB3 = Fip,o0on

1988 NV

Ther Fi0,000 (IF3

= P10,000 (398.5)

L1955
= P1ad,000 ¢2.093

= ¥29,090

improvemants

The baais for pavment of improvements shall

be the principle of accession. Only improvements
wihich directly contribute to the sconomic
productivity of the land shall be paid.

|

Determine the following:

al Date of completion of the improvement

b7 Humber of years improvement has been in
exiakence
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For purposes of compensabion,

c 3} Construction cost

(s Eatimated life zpan of the improvemani

el Eatimated salvage valus

Compute Lhe present value of the

improvemaent

using thias formula:s

Py

7y

whareas:

F¥

cEC

TD

I¥

Compute the
formulas:

IF

D

HWheras:

Al

5Y

Substitute all values eohiained in

Il

LC ¢(IF) — T CIF)
(CC = Thb» (IF)
Present valus of the improvemant
Construction Cost (Given)

Total Depreciation

Inflation Factor

values of ¥ and TH uaing thesa

Consumer Price Index {(current)
CPl at time of construction

Bnnual Depreciation (AD) x Humber
af Yeara Life Span of Improvement

conastruction Cost — Salvage Yalue (SV)
Expected Life Span of Improvement

Copatruction Upgt (L0
of Years Improvemaent has Existed

Ho.

Lthe

ariginal eguation.

The wvalue of land transferred to DAR from
faset Privatization Trust (APT),

the
Fresidential

Commisaion on Good Governmanhk (PCGGY or obther
agengiss ahall be based on their appraised

valug prepared by said aganciss,

provided

Lthat the same is lower than the value
determined

above:

228,

COMPENSATION

L= ]

in accordance wikh
in case of rice and corn land
covered by P.D. 27,

Item Ho. V.A.7

in accordance with E.0.

the lLand Bank shall

deduct the corresponding lisnsdencumbrances on the
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PUBLISHED

DATE OF EFFECTIVITY

property and the land taxes and charges paid by the
bank. Contributions mads by the goveromsnt and or the
farmer beneficiary on the land in the form of
improvements shall also be considered.

EFFECTIVITY

This Administrabtive Order shall take effect ten
(10) days after jts publication ip two (2) national
newspapers of general circulation pursuant to Section
12 of R.A. 6657. All orders, circulars: rules and
regulations inconsistent herewith are hereby revoked,
amended: or modified az the cass mav be.
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