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COST OF REPRODUCTION NEW, SOUND VALUE 

AND FAIR MARKET VALUE APPRAISAL

Property of the

NATIONAL POWER CORPORATION
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16 July 2005
SINCLAIR KNIGHT MERZ 
35th Floor, The Orient Square

Emerald Avenue, Ortigas Center
Pasig City, Metro Manila 
Attention

:
MR. MIKE FARR 
Subject      
: 
CAI File No. 05-2005-0382

   
Cost of Reproduction New, Sound Value 



and Fair Market Value of Appraisal Property
Gentlemen
:

As requested, we appraised a certain designated property exhibited to us as owned by the NATIONAL POWER CORPORATION, for the purpose of expressing an opinion on the cost of reproduction new, sound value and fair market value of the property as of 01 July 2005.
The appraised property consists of land, buildings, building machinery and equipment, computer equipment and furniture and office equipment, located within Diliman, Quezon City; and Transco Hangar, Domestic Airport, Pasay City, both in Metro Manila.
Our report consists of --

This letter summarizing the results of our investigation;

Limiting Conditions;

A summary showing the distribution of the cost of reproduction new, sound value and fair market value of the land, buildings, building machinery and equipment, computer equipment and furniture and office equipment; 
An inventory with technical description of the items comprising the property included in the appraisal, showing for each item or group of items the cost of  reproduction new, sound value and fair market value; and 

Plat Plan and Compound Layout.

Terms used herein are defined as follows:

Cost of Reproduction New is the amount necessary to reproduce and/or replace the property in accordance with current market price for materials, labor, manufactured equipment, contractor's overhead, profit and fees, and all other attendant costs associated with its acquisition and installation in place but without provision for overtime or bonuses for labor and premiums for materials.

Sound Value is the cost of reproduction new less allowance for depreciation established with reference to the relative desirability of the property for present and future performance as compared to a property under known or assumed condition of operation but without regard to the economic conditions which might influence the profitability of operation of the status of business or industry as a whole. 

Fair Market Value is the highest price in terms of money which a property will bring if exposed for sale in the open market, allowing  a reasonable time to find a purchaser who buys with knowledge of all the uses to which it is adapted and for which it is capable of being used.

We conducted an actual inspection of the property and in arriving at our estimate of cost/value, our studies and analyses include --

Sales and/or listings of comparable land;

Cost of reproduction new of each replaceable asset; and
Extent, character and utility of the property.
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Premised on the foregoing and as supported by the accompanying summary, narrative report on land and inventory, it is our opinion that the cost/values of the property appraised as of 01 July  2005 may be presented as under --



                    VALUATION                       VALUE (in Php)

                       
Cost of Reproduction New

2,156,218,000
                       
Sound Value                  
               
1,938,007,000

Fair Market Value
1,901,648,000
We made no investigation of and assume no responsibility for titles to or liabilities against the appraised property.

WE CERTIFY that we have neither present nor prospective interest on the appraised property or on the reported cost/values.

Respectfully submitted,

CUERVO APPRAISERS, INC.

By:

ABELARDO S. GARCIA, JR., I.P.A.

Executive Vice President

PTR No. 2255674
City of Pasig

11 January 2005
RSJ/CMT/SLS:gcz
CAI File No. 05-2005-0382

LIMITING CONDITIONS

1.
All existing liens and encumbrances, if any, have been disregarded and the property is appraised as though free and clear under responsible ownership.

2.    the inventory, machinery and/or equipment are listed as complete working units, i.e., machinery and/or equipment, are meant to include all parts and accessories normally comprising the unit.

3. Cost/Values are reported in Philippine currency. For any conversion from the United States Dollar, we have used the exchange rate of $1.00 to Php56.323.
4. Cuervo Appraisers, Inc., by reason of this appraisal, is not required to give testimony or attendance in court or to any government agency with reference to the subject property unless arrangements have been previously made.

5. Erasures on appraisal date and cost/values invalidate this valuation report.

6.
Neither the whole nor any part of this report and valuation, nor any reference thereto, may be included in any document, circular or statement without our written approval or the form and context in which it will appear.

7.
This appraisal report is invalid unless it bears the service seal of Cuervo Appraisers, Inc.

CAI File No. 05-2005-0382
VALUATION REPORT ON LAND
I. 
GENERAL

This report covers an appraisal of a certain real estate property located within Diliman, Quezon City, Metro Manila. The appraisal was made for the purpose of expressing an opinion on the fair market value of the property as of 01 July 2005.
The term Fair Market Value is defined as the highest price in terms of money which a property will bring if exposed for sale in the open market, allowing a reasonable time to find a purchaser who buys with knowledge of all the uses to which it is adapted and for which it is capable of being used.

In this definition, it is assumed that any transaction shall be based on cash or its equivalent consideration.  The price which the property would fetch if offered for sale in the open market, would undoubtedly be affected, should the sale be on terms, whether favorable or unfavorable.

It is further assumed that the title to the property is good, marketable and free from liens and encumbrances, and that fee simple ownership is transferable.

The rights appraised in this report are the property rights in fee simple, free and clear.  Fee Simple is defined as the absolute fee without limitation to any particular class of heirs or restrictions, but subject to the limitations of eminent domain, escheat, police power and taxation.   

II.     PROPERTY LOCATION AND IDENTIFICATION

The appraised property is identified as the site of the National Power Corporation and National Transmission Corporation Head Office, bounded on the northwest side by Quezon Avenue, on the northeast side by BIR Road and on the southeast side by NIA Road, within the National Government Center, Diliman, Quezon City, Metro Manila.
The property is located approximately 300 meters northeast from Epifanio de los Santos Avenue; 600 meters northwest from East Avenue; and about 800 meters southwest from the Elliptical Road (Quezon Monument).

Quezon Avenue, BIR Road and NIA Road correspondingly have widths of 20, 15 and 15 meters. Quezon Avenue is concreted, while BIR Road and NIA Road are both asphalted. All are provided with concrete curbs and gutters, concrete sidewalks and underground drainage.

The configuration of the site, as inspected, appears to conform with the lot plan as plotted based on the technical descriptions appearing on the title.

III.    NEIGHBORHOOD DATA

The property is located in an area where land development is of mixed use, specifically commercial and residential.

Generally, the streets in the neighborhood follow a gridiron pattern designed to carry light to heavy vehicular and pedestrian traffic loads. Major thoroughfares are concreted, with widths ranging from 20 to 50 meters, and lighted with mercury arc lamps.

Some of the important inprovements in the vicinity are:

Manila Seedling Bank Foundation, Inc.

Bantayog ng mga Bayani

Philippine Zoological Botanical Gardens & Aquarium

Philippine Children’s Medical Center

Ombudsman’s Office

Bureau of Internal Revenue

Philippine Science High School

PAGASA

Bangko Sentral ng Pilipinas

National Statistics Office

Land Registration Authority

SM City-North EDSA serves as the commercial and shopping center of the area. It is accessible from the property by public transportation. Other community centers like post office, public market, churches/chapels, hospitals/clinics, and private and public schools are likewise accessible from the property.

IV.
COMMUNITY FACILITIES AND UTILITIES

Electric power, water supply and telecommunication facilities are available at the site.

Public transportation connecting to various sections of Metro Manila is available along Quezon Avenue where the property fronts. Street lights, garbage collection, foot and mobile patrols of the Philippine National Police Force, and other community facilities and utilities are maintained by the city government and the Metropolitan Manila Development Authority.

V.
LAND DATA

The land consists of two (2) adjoining lots, containing an aggregate area of 51,948 square meters, technically identified as follows:

	Lot No.
	T.C.T. No.
	Area (sq. m.)

	
	
	

	R.P.3-B-3-A-1-A-2-B-5-BSD-04-000455
	264431
	9,722

	R.P.3-B-3-A-1-A-2-B-5-A-BSD-04-000455
	264431
	42,226

	
	
	     Total - 51,948 sq. m.


The above certificate of title was issued on 02 January 1980 by the Registry of Deeds for Quezon City in favor of the NATIONAL POWER CORPORATION.
The land, in its entirety, is bounded by the following properties:


Northeast
-
BIR Road


Southeast
-
NIA Road 


Southwest
-
Lot R. P. 3-B-3-A-1-A-2-B-5-J BSD-04-00435


Northwest
-
Quezon Avenue

Attached is a plan of the property as reproduced from the lot plan furnished by the owner. As shown, the land has an irregular shape.

The terrain of the land is flat.  Its elevation is at grade with the fronting avenue/ roads.

No title verification was conducted to confirm the existence of the owner's original copy of the title supposedly on file with the Registry of Deeds, since it is not included in the assignment.

VI.
ON IMPROVEMENTS                                         

The land is presently improved with buildings and other land improvements described in the inventory portion of this report. The value of the improvements was arrived at by using the Cost Approach. This is a process of estimating the cost of replacement or the reproduction cost new of the improvements in accordance with the prevailing market prices for materials, labor, contractor’s overhead, profit and fees. Adjustments, if any, are then made to reflect depreciation resulting from physical deterioration and obsolescence and market resistance. The value of the improvements was arrived at by using the Cost Approach.  It is a process of estimating the replacement cost new or reproduction cost new of the improvements considering the prevailing market prices of materials, labor, contractor's overhead, and profit and other charges, less allowance for physical depreciation and obsolescence to arrive at the sound value and fair market value, respectively. 
VII.
HIGHEST AND BEST USE

Based upon an analysis of the property itself and the prevailing land usage in the neighborhood, we are of the opinion that the existing utility would represent the highest and best use of the property.

Highest and Best Use is defined as the most profitable likely use of the property.  This opinion may be based on the highest and most profitable continuous use to which the property is adapted and needed, or that use of the land which may reasonably be expected to produce the greatest net return to land over a given period of time.

VIII.
VALUATION

The value of the land was estimated by using the Market Data Approach.  This method of comparison is based on the assumption that no prudent purchaser will buy more than what it will cost him to acquire an equally desirable substitute parcel or site.  The approach is primarily based on sales and listings, which are adjusted for the time of sale, location and general characteristics of comparable lots in the neighborhood where the subject lot is located.

For purposes of comparison, the following market data are considered sufficient to provide a reasonable indication of value.

Listings

1. Currently, a property having an area of 1,281 square meters, more or less, located along Luzon Boulevard corner Banawe Avenue, Quezon City, Metro Manila is offered for sale by Mrs. Linda Ng  at an asking price of Php40,000 per square meter.
2. Currently, a property having an area of 979 square meters, more or less, located along Quezon Boulevard (between Araneta and Banawe Avenues), Quezon City, Metro Manila  is offered for by Mr. Jake Romero at an asking price of Php40,000 per square meter.
3. Currently, a property having an area of 1,500 square meters, more or less, located along Quezon Boulevard (near Mystique Disco), Quezon City, Metro Manila  is offered for sale by Mr. Kim at an asking price of Php45,000 per square meter.
In the appraisal, we considered the market reactions between buyers and sellers.  An analysis is   necessary since sellers would normally look forward to sell their properties at the highest price, while typical prudent buyers would bargain for the least price.  

Considering the foregoing and such factors as the property location, desirability, neighborhood, utility, size and the time element involved, the fair market value of the appraised land is estimated at Php32,000 per square meter, or a total value of Php1,662,336,000 for the entire 51,948-square meter subject land area.
I N V E N T O R Y
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