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SUBJECT : STANDARD PROCEDURE {N THE APPRAISAL OF

UNSERVICEABLE VEHICLES/EQU{PMENT

ADOPTILON OF A STANDARD PROCEDURE (N THE APPRAISAL OF UNSERVICEABLE
eaunpuewr IS HEREBY PRESCRIBED TO FACILITATE APPRAISAL WORK. THME
PROCEDURE |S DESCRIBED BELOW.

THEORETICAL APPRAISED VALUE

THE THEORETICAL APPRAISED VALUE (TAV) |s DETERMINED BY THE FORMULA:

TAV = 10% RC x AF x OF x CF

WHERE, RC = REPLACEMENT COST
AF = AGE FACTOR
OF = 0OBSOLESCENCE FACTOR
CF = COMPONENT CONDITION FACTOR

REPLACEMENT CoOST

THIS 1S THE COST OF A SIMILAR, BRAND NEW EQUIPMENT IF PURCHASED AT
CURRENT PRICES DURING THE TIME OF APPRAISAL. MANUFACTURERS OF Si-
MILAR EQU)PMENT SHOULD BE CONTACTED FOR CURRENT PRICES TO DETERMINE
REPLACEMENT COST,

‘10% RePLACEMENT CosT

THiS IS THE ASSUMED VALUE OF THE EQUIPMENT AT THE END OF ITS ECO-
NOMIC LIFE. IT 1S ADJUSTED BY MULTIPLYING SAME WITH THE AGE FACTOR,
ODSOLESCENCE FACTOR, AND THE COMPONENT CONDITION FACTOR.

AGE FACTOR

THE VALUE OF TH!S FACTOR DEPENDS ON THE NUMBER OF YEARS THE EQUIP=
MENT HAS EXCEEDED ITS ECONOMIC LIFE:

No. oF YEaRs EconomiC LIFE 1s EXCEEDED

1 2 3 4 5 6 7.& asove
FAcTOR 1.00 0.95 0.9 0.85 0.80 0.75 0.70

0BSOLESCENGE FACTOR

THE VALUE OF THIS FACTOR [|S ALSO RELATED WITH THE NUMBER OF YEARS
THE. EQUIPMENT HAS EXCEEDED [TS ECONOMIC LIFE.’

No. of Years Economic LIFE 1s EXCEEDED

0 1 105 6 AND :ABOVE
FACTOR 0.90 0.85 0.80
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ComPONENT CONDITION FACTOR

THE EQUIPMENT COMPONENTS ARE GIVEN ASSIGNED WE|{GHTS AS FoOLLOWS:

COMPONENT WEIGHT
ENGINE 23
TRANSMISSION %
DIFFERENTIAL 5%
Booy/CHAss1s 30%
OTHERS 3

TOTAL 100%

THE COMPONENTS ARE THEN CLASSIFIED ACCORDING TO WHETHER THEIR PHYSI-
CAL CONDITIONS ARE GOOD, FAIR, POOR OR VERY POOR WITH THE CORRESPOND=
ING ASSIGNED FACTOR VALUES,

CoNDITION FACTOR
Goobp 1.5
FAIR 1.4
Poor 1.2
VERY PooR 1.0
MissiING 0

ADJUSTED APPRAISED VALUE

EVEN WITH THE USE OF THE PROCEDURE DESCRIBED ABOVE THERE WILL BE
CASES WHERE THE TAV wiLL BE VERY LOW. THIS IS DUE TO ASSUMPT{ONS
AND JUDGEMENTS WHICH ENTER IN THE CALCULATION (EXAMPLE: THE ASSUMP=—
TION THAT AT THE END OF [TS ECONOMIC LIFE THE VALUE OF AN EQUIPMENT
1s 10% RC; THE DETERMINATION OF THE COMPONENT CONDIT{ON WHICH IS
PURELY JUDGMENTAL). WHERE THE TAV |s 0oBViouSLY VERY LOW, THEREFORE,
ADJUSTMENTS SHOULD BE MADE TO CONFORM WITH WHAT [|S PERCEIVED TO BE
THE ACTUAL CURRENT MARKET VALUE OF THE UNSERVEICEABLE EQU{PMENT,

SUMMARY

1. USE THE PROCEDURE DESCRIBED ABOVE TO OBTAIN THE THEORITICAL AP-
PRAISED VALUE OF UNSERVICEABLE EQUIPMENTS.

2. TAV sHOULD BE ADJUSTED IF OBVIOUSLY VERY LOW TO CONFORM WITH
CURRENT MARKET VALUES.

3. THE ADJUSTED APPRA[ISED VALUE SHALL BE THE AVERAGE OF THE [ND|=
VIDUAL RECOMMENDATIONS OF THE MEMBERS OF THE APPRAISAL COMMITTEE.

EXAMPLE

GIVEN ¢ A Tovotra LAND CRUISER WITH AN ECONOMIC LIFE OF T YEARS
1s 10 YEARS oLD, |ITs REPLACEMENT COST WAS DETERMINED
7o BE P180,000. FIND THE THEORETICAL APPRAISED VALUE,

Sorution : 10% RC = 10% (2180,000) = 218,000

AF = 0.90 gECONOMlC LIFE EXCEEDED BY 3 YEARS)
OF = 0.85 (EcCONOMIC LIFE EXCEEDED BY 3 YEARS
WHICH FALLS WITHIN 1 TOo 5 BRACKET)

TAV = 104 RC x AF x OF x CF

?18,000 x 0.90 x 0.85 x CF
P13,770 CF



COMPONENT

EnGciINE
TRANSMISSION
DiIFFERENT 1AL
Booy/CHAsSIS
OTHERS

TOTAL
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-3 -
WEIGHT CONDITIONl/ FacTorR WEIGHTED 2/
VAL UE TAV
23% Good 1.5 P3,167.10 P4,750.65
7% Goop 1.5 963.90 1,445.85
5% MissinG 0 688.50 -
30% Very Poor 1.0 ,131.00 4,131.00
35% VErY Poor 1.0 819.50 _4,819.50
100% P 0.00 21 .00

1/ As DETERMINED BY APPRAISAL CommITTEE
2/ FACTOR MULTIPLIED BY CORRESPONDING WEIGHTED VALUE.

THUS, THE THEORETICAL APPRAISED[VALUE 1s P15,147.00 WHiCH MAY OR MAY

NOT BE ADJUSTED DEPENDING ON THE DEC{SION OF THE

ApPRAISAL COMMITTEE

AFTER CCNSIDERING THE OVERALL CONDITION OF THE EQUIPMENT AND CURRENT

MARKET VALUES,

THIS MEMORANDUM CIRCULAR TAKES EFFECT IMMEDIATELY.

JANUARY 23, 1985

(sGD.) CESAR L. TECH
ADMINISTRATOR

*pyrs12385%



