Administrative Order No. mlllm
Beriee of 1989

SUBJECT: Rules and Regulations Amending Valuation of
Lands WVoluntarily Offered Pursuant to ED
229 and RA &657 and Those Compulsorily
Acquired Pursuant to RA 6637

{11 order Lo strengthen the land valuation formula used
the Department of Agrarian Reform, hereunder are the rules
procedurss Lo goavern valuation of lands subiect of acgquisi

by
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whether under voluntary offer to sell (VOS)  or compulsofy

acqulsiion.
]. Definition of Terms/Applicability of Factors

fi. Comparable Sales (C8) =~ This factor shall refer

the  AVERAGBE  of three (3) comparable &

transactions, the criteria of which are as follows

l. Sale Lransachions @l l b in Ehe
municipality. In the absence thereof, s
transactions within the province may be consid

9. One transaction must involve land whose area i
l@ast ten percent (10%) of the area being off
ar acquired but in no case should it be less
one (1) hectare. The two others should anv
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land whose area is at least one (1) hectare esachj

= The land subject of acguisition as well as
subject of comparable sales should be similar

topography, land use, il.e.; planted to the
crop. Further, in case of psrnanant Crops,
sihject properties should be more i

comparabls in tetrmE of their stages

productivity and plant densityj and
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4. The comparable sales should have occurred between

the periods 1988 and June 15, 1984.

B. Cost of Acquisition (CA) - Cost of Acguisition s
be deemed relevant when the property sabiect
Aacquisition was acquired thru purchase  or e h

between the periods 1985 and June 135, 1988 and

condition of said property is still substanti
similar from the time of purchase or exchange to

fime of asquisition.
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1. Expressed in eguation  form, the Formula for
computing comparable sales  (C3) whan A is
applicable shall bes

G = Ti 4 & & T3

Frovided, that, whenever thae value of C8 excesds
the CA, the latter (CA) shall be used.

Whare:

Ti, T2 and T3 = <three comparable sales
transactions; and

Ca cost of acquisition.

it

@, In case 3 comparable sales bransactions could not
be obtained but CA is relevant, CA shall be used

in ligw of ths value of CB

Market Value Based on Mortosoe (MYM) — MVM ahall be
obtained by dividing the loan/morioage value by 70k,
Whenever the mortgage/loan value cannot be determined
or ascertained from the annotations on the Certificate
e f Titlea or other relevant documents, a EWE
certification shall be obtained from the sortgagee
hank as +to the mortgags/lean value of the property
sybject of acquisition.

- Im Case there ars three comparable wales
transactions and MYM is also applicable, the MVM
ghall be usad to take the place of the highest
comparable sales transaction.

Expreszsd in equation form Lthe Formula for
computing C5 in this case shall bes

T1 _+ T2 4 MYM

PFrovided, that, whenever the value of OB exceeds
the CA, the latter (CA) shall be used.

Where TL, T2 = twen comparable sales
Erangactions with the
lowest valuesg; and

MM = Market Yalues based on
Mor toage

9, In case MVM is applicable and there is no 08 fhe
MYFM  shall be compared with the CA, if relevant,
and the lower of the two shall be used.



%, In case MVM is applicable and there is no C5  and
Ca  is npot relevant, MVYM shall be considered in
ligu ot the 08 and CA.

Capitalized Net [hcpme (CNI) - This shall refer o

LHe differsnce between the gross sales and total  cost

of operations capiltalized at 204.
Expressed in eguation form, the formela shall bes
CMI = [ (AGRY w (8P) - (5O 1
L 20
Wheraa
CHI = Capitalized nelt incomej
AR = One yvear's  Average o production
computed in accordance with Item D (4-613
8F = @Gverage selling price for the lasgt 12
mon ks from bthe date of the offer or
rnotice of coveraged
CF = Cost of operations (ex—farm)y and
LM = Dapitalized rate to be applied to all
types of lands.

Whenavear the cost of operations could not  be
chtained or coule not be verified, an assumed rate
of 20% net inceome factor shall be used.

Expressed in equation form, the formula shall
1=l

CNY = 4aBp  w S5F w  JF0

20

Where .20 in the numerator pertains to  the
assuned net incons rate.

1. Production data, whenever applicable shall be

pbtained from government/private entities. Such
prtities shall include, but not limited to the
Department of fgriculturs (DA, L Sugar
Regulatary Commission (SRMAY , amd the Philippine
Coconut  Authority (PCA). Thess production data
shall bhe wsed as the ceiling/cap in determining
AP e gerived fram the land subject of
goguisitiion,
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The landowner shall submit a sworn statement of
net ilncome derived from the land subject of
acguisition. This will include, among others,
toktal production, cost of operations, amount of
zales (ex—farm) and such other data as may be
Fequirad, These data shall be wvalidated/verified
by & commititse composed of Department of Agrarian
Retorm  (DARY  and Land Bank of the Philippines
(LBF} field personpel/technicians. The actual
tenant/ faraworkers of the subject property, or in
the  absence thereof, the tenants/farmworkers  of
the adiacent property will bs the primary source
of information for purposes of verification.

Total income shall be computed from all ocrops
actually produced in the coversd land. In case of
multi-cropping, income from said practice wili  be
o Lol red if the multi-cropping Fianes been
continuously practiced for thres (3) conssculive
crop cyoles immediately preceding the acguisition.
One crop cyole shall be understood bto mean the
period beginning from the time the orop/oommodity
ig first planted or raised wntil the time the crop
commercial ly bres e fruits o il e are
harvested.

AL least one normal crop cycle shall be used to
get AGF for crops whose cycle is more than one (1)
Ve, For crops whose production cycle 18  less
than one (1) vear, two (2) normal crop cycles will
be reguired.

In case the crop cyeole is less than one year, the
following rules shall apply

a. Total production (TF) of all completed crop
ey les within the year shall be considered.

. In case there are more bthan one  Cropping
cyoles withipn  the  year but only  one ia
completed, the formula stall bed

FFL + TP2
ABFP = = o ol e % 12
Mo. of months in oW
complete cycles

Whgeas  TEL = Total actual production for the
first crop oyvoleg and
TP = Total actueal production for the

second crop cycle



é. In case the crop cyole is more than one vear, the
formela shall hbes

T
e 8 o e e L e LR 8 S i i e St i i a 12
Moy, of months din one
complete cvoles
Yo For purposes of determining AGBF in money term:s,

the average prices obtained from the Bureau o7
Agricul tural  Statistics (BAB), within the last
twelve (12) months from the date of acquisition,
atiall be used.

. Market Valus per Tax Declaration (MY - Thisz =hall
refer  +to the markel value per tax declaration (T
issued before August 29, 1987 {(effectivity of EOQ 229).
The most recent tax assessment made prior to  fAuagust
25, 1987 shall be considered. Adiustment for
inflation using the Consumers’ Frice Index (CFRID)
reckoned from the period above-stated up to the time
o actuwal coverage shall be made.

e In case the area as appedring io the TR differs
from +the findings per actual ocular inspection
(OCTLY, the latbter (DOT)Y dhlhall grevail.

weIn cass the land classification/land use per OCI

differs from those reflected in the TD and

therefore the unit market value does not appear

thereon, the result of the actual O0I 0 shall

prevail  and  the wnit market wvalue shall b

obhtained from the Munlcipal assesaor’s office
concerneac .

F. Lantgowner’ s Declaced Valus (V) - This shall refer

to  the amount indicated in the Landowner’ s Offer or
the l.istasaka declaration, whichever is lowser, in case
agf VOB, In case of Compulsory Acquisition, this shall
refar o the amount indicated in the Listasaka,

Il. Land Valuation Formula for V0S5 Received Before June 15, 1988
and WValued by the Municipal Agrarian Reform Officer (MARD)
as of October 14, 1988.

fB. The wvaluation formula to be used shall bes

LY = (05 wx W3 + ACMI x WA + AMV e OF)




Mhere:

.Y = Land Valueg

CHE o= Comparable Salesi
CNT = Capitalized Net Income; and
MV = Market value psr tax declaration

B. 1¥ all factors for valuation are present, the land
value shall be computed in accordancs with the above
Foarmula.

O, Wherse C% could not bhe obtained amnd MYM or CA are not
applicable, the formula to be used shall be:

LY = {CNI = .55 + MV x .45}

e In case CNMI and CF are not available, land valuation
shall be based on the MV multiplied by two (Z)  dl.e.y
(MvVR2).

E. IN ALL THE ABOVE, THE COMPUTED VALUE USING THE FORMULA
OR THE DV, WHICHEVER IS LOWER, SHALL BE ADOPTED AS THE
LAND WVALUE.

fili. Land Valuation Formula for all the VYO8 received as  of
Decenter 51, 1989 and for lands acquired under  Compulasory
ficquislition with Notices of Coverage as of December 31,
193%.

(A The waluation formula teo he used shall be:

LV = B8 4 MY 4 DY
3

Frovided, that, DV shall not exceed the sum of C5  and
MY .

B. Where there is no €8 or CA is not applicable, CNI
ahall be uwsed in liew of C3. The wvaluation foroula
shall then be:

LY = (CMI = .4) + My = .5 + (DV x .5

Frovided, that, OV shall not esxceed the sum of CNL and
MY .

| B

In the absence of DV, CNI shall be wused in lisu of DVY.
The valuation formouwls shall then e

LV = (08 x &) <+ (CNI w 4] + (MY = &)




Pe  IF 5 and DV are both not available, the formula
shall bey

LY o= (O x .55 + (MY = .45)

E. I no factor is present excepkt MY, land valuation shall
e computed based on MV multiplied by two (2} i.e.,

(MW 2 .
[ ]
IV Land wvaluation for VO0S received and for lands under
Compulsory Acguisition with notices of coverage after
December 31, 1989 shall be computed in accordance with the

formula undsr LI above.

V. Improvements = Valuation of improvements shall be
wndertaken by  the LBEF fAppreaisal Sroup. Howewver ,  tha
landowner shall not bhe  compersated =] o paed far

improvements made or contributed by the government and/or
the farmer beneficiaries.

" Repealing Clause - fAdministrative Order No. &, Beries of
1989 Ls hereby repealad.

L% i G Effectivity = This Administrative Order =shall  take
gffect ten (10) diys after publication.




