Applied Appraisal Techniques 1 – Lecturer: Eric Allen                                              March 7, 2006


Statutory Valuations –

Valuations for statutory purposes are all under taken using any of the five methods of determining value, however, most commonly, valuations for statutory purposes may indicate that the value be at a specific date, for example:

The Land Valuation Act:
Market value for the purposes of assessing property tax should be at the Valuation Date, a date which, is usually fixed for five years.


The Act however contemplates the hypothetical ‘unimproved’ value of the property where it is improved and seeks to define exactly what can be considered improvements.

Land Acquisition Act:
Market value should be at the date the ‘section nine’ notice to acquire the property, was served.

The Registration of Titles

Act:
Market value should be the date the application to register land was made.

Valuations are also undertaken under other legislation including the Local Improvements Act and the Rent Restriction Act.
The Rent Restriction Act

Background

During the 1970s the Island of Jamaica suffered one of the most tumultuous periods in it short history as an independent nation. Under a socialist regime
, tens of thousands of Jamaicans, many from the country’s middle and upper classes emigrated, triggering a near collapse of property prices.

The election of the conservative JLP administration in 1980 signalled a return to the capitalist free market ideology which had more or less governed the country for the previous 300 years under British colonialism.

This ‘victory’ of capitalism encouraged the return of many Jamaicans and the result was a sharp increase in property prices and rentals.
Measures were tabled in the Senate on October 15 1982 and enacted on April 5, 1983.

The memorandum of objects and reasons for the bill states inter alia ‘in the past few years certain imbalances have arisen in the relationship between landlords and tenants, some landlords have been charging exorbitant rents for their premises…on the other hand some tenants have been abusing the relaxations’.

Main Act – Rent Restriction Act 1944

Amended Act- Rent Amendment Act 1983

Effective Date of Amended Act – april 6, 1983.
1. All premises to be assessed as at August 31, 1980 which is the ‘prescribed’ date.
2. Buildings constructed after August 31, 1980 – value to be assessed as at date of completion.

3. Buildings where construction started before August 31, 1980, but was completed after August 31, 1980 – value assessed as at date of completion.

4. Buildings purchased after August 31, 1980 but no later than October 31, 1982 – value assessed as at date of purchase.

Premises Exempt from Provisions of the Act

1. Building exceeding 1,000 sq.ft. in area which is designated to be used primarily as a warehouse.

2. Commercial buildings valued at $6.00 or more per square foot if situated in the urban area, or $4.00 or more per square foot if situated elsewhere. Premises are not exempt until they receive a Certificate of Exemption. 

Rent to be charged pending determination by the Assessment Officer

1. Rent at which the premises was let on July 1, 1976.

2. If it was not let at that date, rent at which it was last so let before that date, or

3. In the case of premises first let after that date, rent at which it was first so let.

	Certain percentages to be applied to the assesed value

	1
	Building Land
	5%

	2
	Dwelling house let unfurnished
	 

	 
	 
	Building
	12 ½%

	 
	 
	Land
	5%

	3
	Dwelling house let furnished
	 

	 
	 
	Building
	12 ½%

	 
	 
	Land
	5%

	 
	 
	Furniture
	20%

	4
	Public or Commercial Building let unfurnished
	 

	 
	 
	Building
	12 ½%

	 
	 
	Land
	5%

	5
	Public or Commercial Building let furnished
	 

	 
	 
	Building
	12 ½%

	 
	 
	Land
	5%

	 
	 
	Furniture
	20%


There is an automatic increase of 7 ½% on the standard rent on each anniversary of the application date.

Allowance for Maintenance Costs, Taxes, etc.

(Section 21 of the Act)
Application can be made under this section to take into accounts works the landlord has carried out in respect of:

1. Substantial improvements or structural alterations to the premises;

2. Substantial improvements to amenities;

3. Increase in rates and taxes(other than water rates and sewage rates)

Notice to Quit.

(Section 31 of the Act)

1. Notice to quit given by a landlord to quit any controlled premises shall not be valid unless it states the reason for the requirement to quit.

2. Where it refers to rent unpaid – if the arrears in rent is paid before the date of expiry of the notice, the notice to quit will cease to have effect on the date of payment.

3. Where landlord or tenant gives notice to quit, or landlord has commenced proceedings for the recovery of possession, the acceptance of rent by the landlord for any period in which the tenant remains in possession after the notice to quit has been served, shall not prejudice the notice or proceedings.

Restrictions of Right to Possession

(Section 25 of the Act)
No order or judgement for possession of any controlled premises shall be made unless:

1. Rent due for at least 30 days;

2. Some obligation of the tenancy has been broken or not performed;

3. Tenant or person residing with him is guilty of conduct, which is a nuisance or annoyance to adjoining occupiers, or using the premises for illegal or immoral purposes, or allowed the premises to become unsanitary.

4. Tenant gives notice to quit then fails to leave, resulting in hardship to the landlord’

5. Premises required by landlord for his own occupation or for a person dependent on him; includes commercial and residential properties;

6. Premises acquired under Land Acquisition Act or Housing Act;

7. Premises requires repairs, improvements or rebuilding;

8. Premises, being a dwelling house, formerly occupied by a tenant who gave up occupation in consequence of service during war;

9. Premises required for public purposes;

10. Premises required by law to be demolished;

11. Tenant has sub-let or assigned his interest of all or part of the premises without consent of the landlord;

12. Tenant changes use of premises without consent of landlord;

13. Tenant offered in writing a new tenancy at a higher rent (sanctioned under the Act), and fails to reply within a reasonable time;

14. Premises let to employee of landlord on terms that it will be for the period of employment only;

15. Premises let to employee of landlord, and tenancy has determined or alternative accommodation offered.

Termination in Respect of Public/Commercial Building

(Section 26)
1. Notice not effective unless:

a. At least twelve months notice given

b. Fixed term of years – twelve months before date of expiration.

2. Not more than nine (9) months after the giving of the notice inform the landlord in writing that he intends to remain on the premises and apply to the court for an order to vary the termination date.

Eviction of Tenant

(section 27)
No tenant shall be forcibly removed from the premises except under an order or judgement of a court.

You have been asked to value for the purposes of Rent Restriction, No. 15 Carribbean Terrace, a house located a fairly homogenous housing scheme near Harbour View. The property, which, was constructed originally as a three-bedroom unit has been extended to include an additional bedroom.

Market research has provided the following information:

	Property Address
	Market Value
	Date of Sale
	Extension
	No of additional bedrooms
	State of Repair

	18 Carribbean Terrace
	$34,000
	Aug 30, 1982
	(
	0
	Good

	5 Carribbean Terrace
	$45,000
	Aug 31, 1983
	(
	1
	Good

	7 Carribbean Terrace
	$35,000
	Sep 3 1982
	(
	0
	Fair

	13 Carribbean Terrace
	$32,000
	July 4 1982
	(
	1
	Fair

	26 Carribbean Terrace
	$20,000
	Sep 1, 1980
	(
	0
	Very Good

	1 Carribbean Terrace
	$24,000
	Dec 15, 1980
	(
	0
	Very Good

	33 Carribbean Terrace
	$22,000
	July 15, 1980
	(
	1
	Very Good

	22 Carribbean Terrace
	$29,500
	Feb 2, 1982
	(
	2
	Good

	Note that all the properties were originally three-bedroom bungalow houses similar to the subject.


Would your answer be any different if the extension was completed on August 15, 1982.

Since the passage of the Act, various amendments have been proposed, including the changing of the Name of the Act as it is viewed as discriminatory in some quarters. Indeed many of the provisions of the Act are now routinely ignored and given current economic conditions the assessed rent in many quarters would bear no relationship to market.

Valuing under the Land Valuation Act

To begin, land is valued on the "Unimproved Value" basis as defined by the Land Valuation Act. "Unimproved Value" in non-technical language is the market value of land without improvements, for example, the market value of a vacant residential lot, vacant commercial site or agricultural holding without crops or farm improvements. In some jurisdictions, "Unimproved Value" is also referred to as "Land Value" or "Site Value". 

The valuation process used in arriving at the "Unimproved Value" of land of each parcel of land throughout the island, is one that has been applied in Jamaica in similar exercises over the past 10 years and is recognised and well established in other Commonwealth Jurisdictions. 

The valuation process embraces the following: 

IDENTIFICATION OF EACH PARCEL OF LAND 

This is achieved by the use of a unique parcel numbering system supported by the Land Valuation Maps as well as a computerised database of land information to facilitate the capturing, the updating and retrieval of relevant data. 

INVENTORY OF EACH PARCEL OF LAND 

This relates to on-site inspection to establish features such as size, configuration, topography and soil type (where applicable). 

ANALYSIS OF MARKET TRANSACTIONS 

In the recent revaluation exercise, investigation and analysis are primarily targeted at recent sales transactions. 

CLASSIFICATION OF PROPERTIES 

Properties are grouped taking into account factors that include geographical location, land use, physical infrastructure, availability of public utilities and community facilities within the locality. 

EVIDENCE OF MARKET VALUE 

The most reliable evidence of value is that of the sales of vacant sites at the "Valuation Date". Sales of improved parcels of land may also be analysed as supporting evidence and to aid in classification. 

VALUE STANDARDS 

Based on sales evidence, a unit value per lot, per site, per sq. metres (per sq. ft.), per hectare (per acre) etc. is established and used as the basis for establishing the value of comparable parcels of land or effecting adjustments where considered requisite. 

Computer Assisted Mass Appraisal Techniques (CAMAs)/Automated Valuation Models.
The increasing sophistication of computer modelling coupled with the integration of GIS (geographic information systems) and land use data has led to important developments in the use of software to value properties. Many of these software work typically by using the data input to ‘predict’ values of similar or adjoining properties. As such the accuracy of the systems are only as good as the range and quality of data inputted.
The progression from computer assisted valuation techniques to automated valuation models has undoubtedly caused a stir in valuation circles with the fear of loss of jobs. There are even claims of 90% accuracy which meets or exceeds many international valuation standards.

Currently there are some plans to implement a CAMA based valuation system at the National Land Agency, however some of the major drawbacks at this time would be:
· Poor quality of sales information;

· Data not collected on time;

· Lack of sufficient parcel data information

· Under-reporting of actual sales figures.

· Lack of sufficiently trained local professionals in advanced statistical and valuation software.

· Lack of adequate funding for training and equipment.

· Highly heterogeneous nature of Jamaican property in terms of land use and topography.

· Lack of Investor Knowledge.

THE REVIEW PROCESS 

It is of interest to note that the Land Valuation Act provides for landowners who may be dissatisfied with their valuations to raise objections not only to value, but to other aspects including ownership or particulars of the property appearing on the Notice of Valuation. 

This review process affords the opportunity for direct dialogue at the local level where discrepancies as to issues of value, ownership, parcellation and other matters relevant to the valuation process can be resolved. 








































� Michael Manley in his infamous ‘five flights’ speech, stated that there were five flights to Miami each days for those persons disenchanted with his policies.
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