IRRV EXAMINATIONS DECEMBER 2004
VALUATION FOR LOCAL TAXATION

LEVEL 3
Time allowed: 3 hours

	Answer FIVE questions

All questions carry equal marks

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

Total marks: 300
Additional information may be assumed where necessary but this should be clearly stated in your answer.

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.


1.
(a)
Explain the assumptions to be taken into account when valuing a dwelling for 

council tax.







(27 marks)

 (b)
Max occupies a detached five bedroom house with three reception rooms, a kitchen and large billiards/snooker room. He is employed by a firm of insurance brokers and works most of the week in an office 60 miles from his home address. His employer has provided him with a computer, fax machine and other equipment, which he has installed in a bedroom and enables him to work from home on two weekdays and often during the weekends. 

He intends to leave his present employment and work on his own account. He will convert the snooker room into an office for himself and a secretary and will partition part of the room as a conference area as he anticipates potential clients will visit the house. He has had preliminary discussions with the planning authority who suggest that it will be necessary to provide car parking facilities within the curtilage for visitors. This will involve the demolition and rebuilding of his garage further back into the plot.

Discuss the matters you would take into account in deciding whether the property should be considered a composite hereditament.

(23 marks)

(c)
Adam lives in a riverside village where his home is situated some 150 metres from the river, on the banks of which he also owns a small plot of land. He has erected a boathouse on the plot with direct access into the river. The building is used to house his own private craft and provides free winter storage for a friend’s boat.

Giving a full explanation, decide whether the boathouse should be incorporated within the Council Tax assessment on Adam’s home or valued to NNDR.










(10 marks)

2.
Daneway Industries have recently taken occupation of an industrial unit which was built in 1993 of steel portal frames with brick/blockwork elevations and with further cladding of profiled steel at upper levels under a corrugated pitched roof.

The accommodation comprises:





Description

Area (square metres)
On the Ground Floor:
Production area
599.50





Office


 59.60





Mess Room

 31.60





Store


 68.40






Workshop

 22.10





Warehouse

213.70

Mezzanine Floor

Workshop

  57.00





Stores


121.70


>
Rateable Plant and Machinery now situated on the premises had a capital value at AVD of  £20,000.

The property is described in the List as “factory and premises” with a Rateable Value of £56,000.

Daneway Industries have recently removed the mezzanine floor in its entirety. However the Company plans to construct an external lean-to store of 236 m², which will be constructed of lightweight metal cladding on a lightweight steel frame i.e. low budget.

The Company consider that their current rating assessment should be reduced and have asked for your advice.

(a)
Assuming the Company makes a successful appeal now, revalue the hereditament and indicate the likely new rateable value.

(40 marks)

(b)
Advise the Company of the likely effect on the current assessment if an appeal is not made until after the external store has been completed.
(20 marks) 





3.
“Haven View” is a caravan site which has 60 vans standing permanently on concrete bases, all having mains services. The site operator owns 20 of the caravans and lets them seasonally. The remainder are owned privately, ground rents being paid to the site operator.

“Haven View” includes an adjoining field in which there are 30 touring pitches. A toilet block stands within the static caravan site for the benefit of both sites. A small shop is situated within the complex.

The income derived from the owner’s caravans averages £3,250 per annum per unit and each touring van site produces an income of £500 per annum. The shop provides the site operator with a gross annual profit of £1,125.

(a)
On the basis of the information provided above, value Haven View for rating purposes.







(40 marks)

(b)
Discuss how the situation might change if it were found that one of the static caravans was permanently let to a tenant who was rarely in occupation. The tenant spends most of his time travelling in his boat on rivers and canals abroad.









(20 marks)

4.
You have been asked to value a 1978 built hospital occupied and run by a NHS Trust.

To this end:

(a)
Calculate a rateable value for the 2005 Rating List using the information provided below.








(40 marks)

(b)
Give full details of the “Stage 5” explaining how and why it came about.










(10 marks)

(c)
What do you understand by a “Modern Equivalent” or “Simple Substitute” building? Provide an example where this might apply.

(10 marks)

The tone costs (as at 1st April 2003) for construction are:

General buildings (wards etc) at £800 per m²
Specialised buildings (theatres etc) at  £2,100 per m²
Offices at £1,150 per m².

Basic buildings (stores etc) at £500 per m²
Land costs are £350,000 per hectare (fully cleared and with services available) as at 1st April 2003
Soft landscaping averages at £105 per m²
Hard landscaping averages at £130 per m²
Roadways (including pavements and kerbs) at £615 per linear metre

Basic details of the hospital are as follows:

Note all areas are gross external
Outpatient clinics of 960m²
Operating theatre block of 600m²
Admin (office) block of 274m²
General wards of  2,600m²
Intensive care unit of 279m²
Maternity suite of 567m²
Mortuary of 164m²
Garages/stores of 139m²
Plant rooms of 87m²
The cost of rateable plant in 1978 was £146,000
Total site area of 4.14 hectares
Soft landscaping of 413m²
Roadways of 364m²
Hard landscaping (mainly car park) of 37,500m²
Appropriate age and obsolescence allowances:

Buildings at 24%.

Plant at 32%.

5.
A former town centre bus garage is to be redeveloped to provide a new shopping mall and car park. It will connect to the prime High Street shops.

You have been asked to advise the developer on the likely 2005 shop rating assessments.

The town centre zoning basis is 6.1 (zone A), 6.1m ( zone B) and remainder. 

The prime zone A in the High Street is analysed at £560 per m² and rents for the new development are expected to achieve around 15% to 20% more than for the existing prime shops.

Calculate an appropriate Rateable Value for the following:

(a)
Shop unit type A  7.6m wide and 14.9m deep incorporating a rear store of  7.6m by 6.4m.

The shop front is partially masked by a structural column of 200mm by 200mm.    

                                                                                                                         
(15 marks)                                                                                                                        

(b) Shop unit type B  9.7m wide and 15.65 m deep incorporating a rear store of 9.7m by 9.8m.

There is a difference in floor levels between the front and rear of the shop necessitating 2 steps across the width of the shop some 5.5m in from the front.









(15 marks)                                                                                                                                            
(c)
Shop unit type C 5.65m wide by 9.25m deep. There is a return frontage to the High Street walkway of 4.7m.





(15 marks)

(d)
The developer wants to include the service charge with the rent rather than as a separate payment. Provide a definition of service charge and advise him how the service charge might be fairly calculated.



(15 marks)

6.
Explain with reasons the method or methods of valuation you would expect to use in arriving at a rating assessment for EACH of the following types of property and in general terms what information you would require.

(a)
A superstore







(7 marks)

(b)
A 23 room seafront two star hotel




(8 marks)

(c)
A magistrates court in a town centre




(8 marks)

(d)
A health spa with swimming pool and various treatment rooms
(8 marks)

(e)
Provide a specimen detailed valuation of EITHER (b) or (c) or (d)
(29 marks)

7.
(a)
Using the extract from accounts provided prepare a fully annotated receipts and expenditure rating valuation for a private leisure centre. Comment on any adjustments or assumptions you make.

Note that leisure centres generally were more profitable in the year 2002/3 than 2001/2 and that the ownership of the leisure centre changed on 1st. April 2002.








(50 marks) 

(b)
Explain the expression “Tenants Share” and what it comprises.
(10 marks) 

	
	Year ending 31-3-03
	Year ending 31-3-02

	
	£
	£

	Receipts 

Membership Fees

Admission charges

Bar

Food

Letting of function room

Advertising rights

Car parking

Shop

Purchases

Bar

Food

Maintenance

Cleaning materials

Expenses

Permanent staff

Temporary staff

Fuel

Rates

Advertising

Misc purchases

Vehicles

Uniforms

Repairs to fixtures/fittings

Building repairs

Insurance

Interest on bank loan

Bank charges
	
53,000


237,000


18,000


49,000


41,000


8,000


6,000


28,000


8,000


17,000


12,000


2,600


130,000


30,000


6,000


26,000


12,000


3,600


3,000


240


6,100


4,800


6,100


4,000


2,600
	
48,000


268,000


210,000


55,000


53,000


3,600


6,700


37,000

9,600


19,600


16,100


2,900


137,000


30,000


7,100


26,600


14,100


4,100


3,400


280


5,700


12,700


7,900


3,900


2,400


VALUATION FOR LOCAL TAXATION. (LEVEL 3).

EXAMINERS REPORT.

7 CANDIDATES.

Q1. Attempted by 5 candidates. Average mark 35. Range 24 to 44.

Most candidates made a reasonable attempt at this question. Generally a lack of knowledge depth and some confusion. A couple of candidates referred to Gilbert V Higginbottom in part (c). Also a reference to the Local Rating List instead of the NNDR List.

Q2. Attempted by 2 candidates. Average mark 37. Range 25 to 50.

Reasonable answers Candidates generally did not appear to appreciate that the timing of a proposal is critical and you can’t jump over MCCs. Also confusion as to proposal/appeal. A proposal becomes an appeal once it is lodged with the VTS. Some candidates referred to making an appeal instead of serving a proposal. One candidate took the £20000 CV of the P & M as the RV. This would mean the P&M was 36% of the RV which would clearly be nonsense.

Q3. Attempted by 4 candidates. Average mark 26. Range 21 to 32.

Very poorly answered but essentially a simple question. In many cases the problem was carelessness in calculation. Some candidates wrongly stated there will be a composite hereditament, whereas this can only occur if both the NNDR and the CT element are in the same occupation. Some candidates missed the single occupancy CT relief.

Q4. Attempted by 4 candidates. Average mark 36. Range 31 to 43.

Fairly well attempted. Few candidates added fees.

Presentation and layout was poor.

Q5. Attempted by 7 candidates. Average mark 31. Range 21 to 42.

Poorly attempted generally. Careless calculations often run right through resulting in a poor answer. The treatment of disabilities in (a)(b) and return frontage in (c) was very poor. Very subjective opinions were expressed with no set of reasons to justify. I was looking for a set of criteria culminating in an opinion based on a reasonable assumption as to the degree of disability or advantage.

Q6. Attempted by 5 candidates. Average mark 30. Range 18 to 40.

The main problem here was pt (e). specimen valuation. Lack of annotations and explanation and often inappropriate figures. In one case a Magistrates Court of 150m2 with 15 car spaces on a site of 0.5 hectare. Fees generally missed as are landscaping/roads/security/lighting etc.

Q7. Attempted by 7 candidates. Average mark 27. Range 22 to 34.

Poorly answered. Most candidates incorrectly left in the rates bill as an allowable expense. Some candidates left out the Advertising Rights stating that these will be a separate assessment. However the income from these rights is income and must be counted. There was generally poor annotation and nobody did the rent and rates calculation correctly. These R & E valuations clearly need to be practised more.

General Comments:

Whilst candidates often provided correct information it is clear from statements made that there is poor understanding of the subject. Candidates often know what it is but not why it is. This leaves me concerned that the knowledge of most candidates is rather superficial.

Presentation and layout were consistently poor. Candidates should practice good layout for calculation answers. Also to leave a few lines between question parts and start each question on a new page.
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