IRRV EXAMINATIONS DECEMBER 2004
PRINCIPLES AND PRACTICE OF VALUATION FOR LOCAL TAXATION

LEVEL 2

Time Allowed: 3 hours

Answer FIVE questions, ONE from Section 1 and FOUR from Section 2

All questions carry equal marks

(Maximum marks 300)
(Additional information may be assumed where necessary,

but this should be stated clearly in your answer)

Where questions are divided into sections, marks will be allocated equally between sections unless otherwise indicated.

FOR THE PURPOSE OF THIS PAPER, UNLESS OTHERWISE STATED, IT SHOULD BE ASSUMED THAT QUESTIONS RELATE TO THE CURRENT LISTS. REFER TO ANY STATUTE AND CASE LAW AS APPROPRIATE

Section 1 – Answer ONE question
1.
Answer BOTH parts of this question.

Part A
Explain how you would approach the banding of the following for Council Tax purposes:
(i)
A bedsit (with kitchen) in a multiple occupied dwelling but with shared bathroom and WC facilities.






(15 marks)

(ii)
A self contained one bedroom flat situated within a hospital run by a NHS Trust and  used by a variety of on-call doctors.



(10 marks)

Part B
Analyse the following sale information and give your opinion, with detailed reasons, of the appropriate banding for Council Tax.

(i)
A new flat sold in June 2004 for £346,000 and subject to a 999 year lease from 1st. April 2004 at £200 pa.

Local evidence suggests an increase between 1-4-91 and 1-4-2004 of  14.5%  annual average.

Similar flats built in 1978 are banded F.



(15 marks)

(ii)
A 1938 built house which was converted into four flats in 1974 and banded A in each case. The entries have been removed from the list whilst the property is converted back to a single dwelling.
The owner who is now occupying the property paid £293,725 for the entire property in June 2003 and purchased the freehold in October 2003 for £26,500.

The completed house has been valued for loan purposes at around £360,000.

There are no comparable properties in the locality and the analysed uplift of house values in the locality between 1-4-91 and 2004 is anything from 1.5 to 2.6 times.








(20 marks)

2.
Explain how the following factors would affect the banding for Council Tax purposes.

(i)
A house affected by the construction of a bus standing area for a maximum of five buses on what was previously grassed amenity land. The completion date was seven months ago and there are significant problems of noise, dirt, dust, fumes and high intensity lighting.





(25 marks)

(ii)
A caretaker’s house within the grounds of a primary school which is now used as offices by the school secretary and the deputy head. 

(10 marks)

(iii)
A six bedroom house in course of conversion to six two bedroom flats with a large addition to be built to the rear. The owner’s son will continue to live in two rooms in the basement.





(15 marks)

(iv)
A vacant house with furniture where the owner has died.

(10 marks).

Section 2 – Answer FOUR questions
3.
Explain the meaning of EACH of the following phrases in the context of non-domestic rating.

(a)
Essential functional connection




(20 marks)

(b)
Tone of the list






(10 marks)

(c)
Hereditament







(10 marks)

(d)
Rateable value






(10 marks)

(e)
Return frontage






(10 marks)

4.
The RICS Code of Measuring Practice sets out three main methods of measurement to facilitate the valuation of buildings.
(a)
Explain what these three methods are and in EACH CASE explain what types of property they generally relate to.




(20 marks)

(b)
In each of the three methods indicate what the Code states should be included in the measured area.






(40 marks)

5.
In the absence of any rental information identify and comment on the method or methods of valuation you would use for the following types of property AND the information you would require to undertake your valuation.

(a)
Chemical Works

(b)
A suburban multi screen cinema        

(c)
A general hospital run by a NHS Trust             

(d)
A university.
6.
Identify and comment on the factors you would take into account in deciding whether EACH of the following properties qualifies for exemption or relief from Non Domestic Rating:

(a)
A shop occupied by a registered charity



(10 marks)

(b)
Land owned by a Local Authority and let to local residents as allotments. There is a shop on site selling seeds, compost and such like, and which is often used by the general public.






(15 marks)

(c)
An Alcohol Advice Centre in a converted dwelling house.

(15 marks).

(d)
A nine hole pitch and putt course in a local park. The charge is £2.50 for adults and £1.50 for children per round.




(10 marks)
(e)
Ten disabled and six mother and toddler car parking spaces which form part of a large supermarket car park.





(10 marks)
7.
Part of a town centre has been redeveloped to provide five new shops which need to be brought into the List.

From the information provided calculate:

(a)
The area of each shop in terms of zone A (ITZA)


(20 marks)

(b)
The adjusted and analysed rent for each shop


(25 marks)

(c)
A rateable value for each shop for the 2000 Rating List.

(15 marks)

The zoning pattern for this location is 6.1m ( zone A), 6.1m ( zone B) and remainder.

 First floor stores are taken at 10% of zone A and first floor sales at 15% of zone A.

All leases are on Internal Repairing Terms (IRT) for 12 years with 3 year reviews. Rental evidence in this locality shows that rents were increasing between 1-4-98 and 1-4-2004 by 2.1 times and since 1-4-2004 at 1% per month.

All ground floor shop depths are 18m. All first floor depths are 16m. All first floors have a WC of 1.9m by 1.9m in the rear corner and included in the overall depth.

Shop A
Ground and first floor width of 6.5m. First floor used as a store. Let from 1-4-2004 at £63,000 pa.

Shop B
Ground and first floor width of 8m. First floor used as a sales area. Let from 1-10-2004 at £87,500 pa.
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Shop C
Ground and first floor width of 5m. First floor used as a store. Let from 1-6-2004 at £49,500pa.

Shop D
Ground and first floor width of 9.8m. First floor used as a sales area.  Let from 1-7-2004 at £104,500 pa.

Shop E
Ground and first floor width of 4.6m. First floor used as a store. Let from 1-6-2004 at £45,500 pa.

8.
A new estate of industrial units has been completed and now needs to be brought into assessment.
Out of the six new units two have been let on 15 year leases with 3 year reviews on  Full Repairing and Insuring Terms (FRI).

Rents have increased generally in this location at 11% pa from 1-4-1998 to 1-10-2004 

The tone for car spaces is established at £90 each.

For analysis purposes, to arrive at an area in terms of main space (ITMS), office space is taken at 1.25 of main space and external stores at 0.75 of main space. Yard space has an established tone rate of £3 per m².

Calculate:
(a)
The adjusted and analysed rate per m² in respect of units 1 and 3 as at the antecedant valuation date (AVD 2000 list).



(25 marks)

(b)
An appropriate Rateable Value for the 2000 Rating List in respect of all units                         

(35 marks)

Unit 1
Workshop of 740m². Office of  23m². External store of 65m². Yard of 125m² 

and 6 car spaces.

Let from 1-5-2004 at £41,750 pa.

Unit 2
Workshop of 400m². Office of 18m². 4 car spaces.

Unit 3
Workshop of 920m². Office of 68m². Yard of 240m² and 10 car spaces. 

Let from 1-7-2004 at £52,000 pa.

Unit 4
Warehouse of 625m². Office of 51 m². External store of 70 m². Yard of 380m² and 8 car spaces.

Unit 5
Workshop of 1120m². Office of 108m². 14 car spaces.

Unit 6
Workshop of 423m². Office of 26m². External store of 28m². 4 car spaces.

9.
The new development of shops (referred to in question 7) have office suites on the second floor and have all been let on Internal Repairing Terms (IRT) for 9 years with 3 year reviews. Access is through the car park to the rear. All office suites have 3 allocated car spaces.
Car spaces have an established tone value of £400 each.

Office rents in the locality have dropped by 23% between 1-4-98 and 1-6-2004.

From the information provided and making any reasonable assumptions:
(a)
Adjust and analyse the rental information and calculate a rate per m² as at the antecedant valuation date (AVD)




(30 marks)

(b)
Calculate an appropriate Rateable Value for the 2000 Rating List for each unit









(15 marks)

(c)
Calculate an appropriate Rateable Value for the 2005 Rating List for each unit









(15 marks)

Unit 1
Office space of 100 m². Rent of £9,500 pa from 1-4-04 with a premium paid by the tenant of £5,000.

Unit 2
Office space of 124 m². Rent of £14,300 pa from 1-6-04.

Unit 3
Office space of 103 m². Rent of £10,000 pa. from 1-6-04 with a premium paid by the tenant of £5,000.

Unit 4
Office space of 200 m². Rent of £22500 pa from 1-8-04.

Unit 5
Office space of 76 m². Rent of £8,000 pa from  1-5-04 with a premium of £3,000 paid by the tenant.
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EXAMINERS REPORT.

TOTAL OF 5 CANDIDATES.

Q1.

Nobody answered this question.

Part B, which is the valuation/banding calculation may have put candidates off by seeming to be complicated. In fact they were not complicated and there were relatively easy marks to be gained here with modest ability on the calculator.

Q2. Attempted by 4 candidates. ( One candidate omitted to answer a C/T question) Average mark 22. Range 18-29.

All attempts were weak and lacked real understanding of the regulations and issues.

With 2(111) many candidates seemed more concerned with considering what would happen after the conversion was completed than the current situation. The question is clearly only concerned with how you would deal with the fact that the house is under conversion.

Q3. Attempted by all 5 candidates. Average mark 22. Range 9 to 32.

Only two candidates achieved a pass mark in this question.

Generally poor understanding of these areas of rating. One candidate stated that Essential Functional Connection was the I T conectivity between the VOA and the Billing Authorities !

Q4. Attempted by 4 candidates. Average mark 6. Range 3 to 12.

Again the Code of Measuring Practice question results in very low marks. Considering that an hour spent memorizing the three methods would give 60 easy marks I am again surprised that candidates do so badly.

One candidate stated that “ Instead of stating what is included I will state what is excluded” !!. Marks are only awarded for answering the question.

Q5.Attempted by 1 candidate. Mark of 33.

Reasonable attempt. Surprising that this question was not more populatr.

Q6. Attempted by 3 candidates. Average mark 18. Range 11-22.

Generally this was badly answered . All candidates showed a serious lack of understanding and knowledge in exemptions and reliefs.

Q7. Attempted by 3 candidates. Average mark 25. Range 14 to 38.

Analysis and adjustment question. Poorly attempted by 2 candidates.

Candidates must discipline themselves to carry out these calculation questions in a set order and with the appropriate layout. If tackled in a disciplined manner these questions are simple.

Q8. Attempted by 2 candidates. Average mark 13. Range 5 to 22.

Another adjustment/analysis question. Both attempts were poor. As for Q7 need to exercise care and a disciplined approach.

Q9. Attempted by 3 candidates. Average mark 18. Range 0 to 33.

The final adjustment/analysis question. Remarks for Q7 and 8 apply.

General Comments.

All scripts failed to achieve the pass mark. The best script achieved 126 marks and two of the scripts achieved between 60 and 80 marks.

What comes through is a lack of knowledge and an even greater lack of understanding of the basic issues. 

The remarks above show consistently poor answers.

The presentation was also generally poor and many of the calculation questions were very untidy. Candidates are recommended to always start a new question on a new page. This is easier for the examiner and gives the candidate an opportunity to add to the answer.
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