

PRINCIPLES AND PRACTICE OF VALUATION FOR LOCAL TAXATION

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)

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.
Explain how you would approach the valuation of the following for council tax purposes.

(a)
A nurses’ residential home with 21 rooms arranged over four floors. Each floor has a kitchen and two bathrooms. The top floor is used solely for doctors on call. 








            (15 marks)

(b)
A self contained three bedroom flat subject to a service tenancy and situated on the top floor of a nine storey office block.



(10 marks)

(c)
A maisonette above a shop which shares a kitchen and bathroom/wc with the shopkeeper and two members of staff.



(15 marks)

(d)
A bedroom (in a four storey house) used for commercial purposes by the householder.







(20 marks)

2.
NOTE: Answer both parts of this question.

PART A
Explain how the following factors would affect the banding for council tax purposes:
(i)
A house where the garage and conservatory are dilapidated beyond repair and are incapable of use.



(15 marks)

(ii)
A house in the hands of a builder who is converting it into two self contained flats.





(10 marks)

PART B
Analyse the following sales and give your opinion, with detailed reasons, of the appropriate banding for Council Tax:
(i)
A house built in June 2003 where the freehold interest was sold in October 2003 for £249,995.
Since April 1991 the values of similar properties in the locality have increased between 1.5 and 1.7 times.


(15 marks)

(ii)
Flat No. 3 in a block of similar flats, all subject to a 125 year lease from June 1988 at £25 pa ground rent.

The May 1988 sale price was £24,950. There are two other sales in the block as follows:
Flat 6 sold for £32,000 in April 1990.

Flat 2 sold for £48,000 in May 1993.

The increase in values between 1988 and 1993 in this location was consistent year on year. 




(20 marks)

Section 2 – Answer FOUR questions

3.
Explain the meaning of EACH of the following phrases in the context of non-domestic rating:
(a)
Rebus sic stantibus






(15 marks)

(b)
Hypothetical tenancy






(10 marks)

(c)
Material and effective date





(20 marks)

(d)
Tenant fresh on the scene. 





(15 marks)

4.
With reference to the Royal Institution of Chartered Surveyors (RICS) Code of Measuring Practice identify the appropriate method of measurement for the following properties and explain fully in each case what you would INCLUDE in the measured area:
(a)
A factory producing furniture





(20 marks)

(b)
A department store in a high street




(20 marks)

(c)
A five bedroom detached house.




(20 marks)

5.
Identify and comment on the factors you would take into account in deciding whether EACH of the following properties qualify for exemption or relief from Non Domestic Rating:
(a)
A building occupied for bee keeping. The building is situated on a 90 hectare arable farm.







(15 marks)

(b)
A temporary news stand used for the sale of evening newspapers between 4pm and 8pm. It is situated on the public highway just outside a railway station.









(15 marks)

(c)
A community church situated in what was previously a lock up shop in the town centre.








(15 marks)

(d)
A public sewer.






(15 marks)

6.
In the absence of any rental evidence 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)
A private leisure centre





(15 marks)

(b)
A local authority leisure centre




(15 marks)

(c)
A town centre cinema






(15 marks)

(d)
A chemical works.






(15 marks)

7.
There is a new development of shops to be brought into the list.

From the information provided calculate:

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

(15 marks) 

(b)
The adjusted and analysed rent for each shop


(30 marks)

(c)
The rateable value for each shop unit for the 2000 Rating List.
(15 marks)

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

The tone rate for car spaces is £400 each. First floor stores are taken at 10% of zone A.

All leases are for 12 years with 3 year reviews and on full repairing and insuring terms (FRI). Rental evidence in this locality shows that rents were increasing between 1-4-98 and 1-10-2003 at 1.2% per month.

Unit 1
Ground floor shop with frontage of 6m and depth of 12.4m. There is a staff wc in the rear corner of 1.8m by 1.8m. There is a first floor store of 6m by 8m and a single car space to the rear. Let from June 2003. Rent of £15,000 pa.                                                                                                                                                    

Unit 2

Ground floor shop with frontage of 7m and depth of 12.4m. There is a staff wc in the rear corner of 1.8m by 1.8m. There is a first floor store of 7m by 8m and a single car space to the rear. Let from August 2003. Rent of £17,500 pa.                                                                                                                                                 

Unit3

Ground floor shop with frontage of 9m and depth of 12.4m. There is a staff wc in the rear corner of 1.8m by 1.8m. There is a first floor store of 9m by 8m and two car spaces to the rear. Let from October 2003. Rent of £23,000 pa.                                                                                                                                                    

Unit 4

Ground floor shop with frontage of 12m and depth of 12.4m. There is a staff wc in the rear corner of 1.8m by 1.8m. There is a first floor store of 12m by 10m and two car spaces to the rear. Let from October 2003. Rent of £31,000 pa.                                                                                                                                                    

8.
An old established industrial estate has been completely refurbished and now needs to be brought into assessment.

All leases are on internal repairing terms (IRT) and are for 15 years with 3 year reviews. All rents commenced on 1st. August 2003.

Rents have increased from 1-4-98 at an average of 13% per annum.

The tone for car spaces is £100 each. Basements are valued at 50% of the ground floor rate and first floors at 75% of the ground floor rate.

Calculate:
(a)
The adjusted and analysed rate per m2 for each unit

(30 marks)

(b)
The appropriate rateable value for the 2000 Rating List

(10 marks)

(c)
The approximate rateable value for the 2005 Rating List. Assume car spaces are valued at £125 for this List.





(20 marks)

Unit 1
Single storey of 600m² with 3 car spaces.

Let at £21,250 pa.

Unit 2
Ground floor of 900m², basement of 400m² and 3 car spaces.

Let at £38,750 pa.

Unit 3
Ground floor of 964m², basement of 248m², first floor of 193m² and 3 car spaces.

Let at £43,500 pa.

Unit 4
Ground floor of 324m², basement of 106m² and 2 car spaces.

Let at £13,500 pa.

9.
A soap factory has been converted to 27 serviced office suites which have all been let on 12 month renewable licences on the basis that the landlord carries out all repairs, decoration and insurance. Whilst the landlord maintains a high degree of control it has been decided that each suite will be entered in the Rating List.

Rental information is sparse. All we know is that the rents are set at £150 per m² pa for the 18 m² suite and £140m² for the 39m² suite as at June 2000. The intermediate sized suites are rented on a pro rata basis between those two figures. Note that 34% of the rent relates to the service charge in respect of all suites. The service charge purely relates to concierge, security and secretarial services.

The general movement of industrial rents in the locality between 1-4-98 and June 2000 is around 10%.

(a) From the information provided adjust and analyse each suite type to arrive at a rate per m².







(40 marks)

(b) Calculate the appropriate rateable value for the 2000 Rating List.
(20 marks)

Type 1.   23m²
Type 2.   28m²
Type 3.   18m²
Type 4.   32m²
Type 5.   26m²
Type 6.   39m²
Principles and Practice of Valuation for Local Taxation.

JUNE 2004  Examination - Examiner’s Comments

There were 15 candidates who sat this examination.

The average mark for each question was

Q1.--  26.   Q2. -- 27.   Q3.-- 24   Q4.-- 24.   Q5 -- 31.   Q6.—11.   Q7.-- 21.    Q8—22. Q9 -- 26

Q1. and Q2. are  Council Tax questions:

Q1.

Marks range from  0 --- 38. and 60% of candidates attempted.

Reasonably well answered by most candidates. In (c)  “maisonette above a shop” it was interesting that some candidates assumed this was vacant, and one suggested it was used for storage. The wording would suggest that this was occupied as a maisonette. However treating it as such and then suggesting other scenarios would be useful and can often enhance the quality of the answer.

Q2.

Marks range from 13---48 and 40% of candidates attempted.

A very mixed bag of answers. Part A caused some problems regarding the right to make a proposal in (1) and candidates, as in previous exams were very keen to explain how the new flats would be banded rather than concentrate on the question..

Part B was mostly answered correctly. Some candidates set out the bands and value ranges in full which is a waste of time as there are no marks for it.

Q3.

Marks range from  6---34 and 73% of candidates attempted.

Few candidates did well on what should have been a straight forward question.

Material and effective dates was very confused and clearly it is not entirely clear to most candidates exactly what these are and their purpose.

Tenant fresh to the scene was badly answered. Not really a sufficient answer to say that this means the tenant is fresh to the scene !

Q4.

Marks range from  0 – 49 and 60% of candidates attempted.

The range of marks says it all. This is a pure memory test. However if you plump for the wrong basis of measurement you will end up with very few marks.

Some candidates treated this as “method of valuation” instead of measurement. Some candidates decided that a large retail property would be measured on an overall basis       ( without explaining what that means) as this is what the market does. However the question asks what the Code requires and it is important to answer the question as posed.

Q5.

Marks range from  20---38 and attempted by 66% of candidates.

Most candidates did reasonably well.

(b) the temporary news stand caused the most confusion. This clearly does not constitute a hereditament and so will not appear in the list for a number of obvious reasons. However many candidates wanted more information or felt that it would be assessed as part of the station.

Q6.

Marks range from  0---33 and attempted by 33% of candidates.

Generally badly answered. Some candidates offered a selection of valuation methods and most failed to properly provide details of the information required to carry out the valuation. Only one of the six candidates achieved a pass.

Q7.

Marks range from  0---41  and attempted by 66% of candidates.

Only 3 out of the 10 candidates achieved a pass mark here.

These calculation questions are not tricky in any sense but do need to be answered in a structured and neat manner. With many candidates it is very difficult to see how answers are calculated as there is little or no annotation against figures. A neat and disciplined approach is essential and this should be practiced prior to the exam.

Q8.

Marks range from  0--- 36  and attempted by 66% of candidates.

Slightly better marks achieved than Q7. 4 out of 10 candidates achieved a pass.

There is no single problem but just a lack of ability with most candidates.

Q9.

Marks range from  10—40 and attempted by 26% of candidates.

Not a popular question but probably easier than the other two calculation questions.

The problem again is lack of a disciplined approach.

Exam Technique.

As previously some candidates rewrite the question as the start to the answer. This is a waste of time and achieves nothing.

Some candidates clearly do not read the questions carefully so the answer is off the track or partly missing.

Quality of handwriting is often a problem and , as referred to above, the layout of the calculation questions is generally very poor.

Finally there is a tendancy with some candidates to woffle. I am looking for the answer. It is better to just state the answer rather than tell me a long story in which I may come across the answer.
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