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   Dt: 22-06-2009

SHARMA & ASSOCIATES

SECUNDERABAD

REVIEW & DEFICIENCY IN A VALUATION REPORT – A CASE 

By:- 

(R.A.SHARMA)

B.E.Mech., AMIE Elect., MIE Chem., FIE, CE (I) DBM, DPM

DMM, LIISA, FIV, P.Engg., FICA, FIIPE, FNHRD, FNSC, IPR, MISTD (Ex.G.M. Raasi Group and a Director NPC)

Regd. Auditor by IRCA London U.K, Chief Consultant,

GOVT. APPROVED & REGISTERED VALUER

INTRODUCTION:-

Most of the banks have their own proforma for Valuation Report especially for Land & Buildings.  The valuers are supposed to fill up the proforma correctly, accurately, without blank, additional information to be attached if any.

We came across a Valuation case where we were given the Valuation work by a leading Financial Institution.  The property is a land in a village Ramagudem near Medchal Mandal, Ranga Reddy District, (A.P).

We visited and inspected the property land, took all necessary details along with owner of the property.  The owner tried to influence us for giving property.  The owner tried to influence us for giving higher value and he gave an old valuation report to us made in March 2006 – 3 years ago.  He emphasized that other valuer has given the report 3 years back and hence we must give higher rate than him.  Well, we could not be influenced and did the Fair work.

When we studied the old valuation report we found large number of deficiencies.  Although many of these deficiencies appear minor except one major i.e., the land is agricultural land which is always sold @ per acre but the old valuer has valued per Sq.yard. perhaps to give higher value while there was no order from Govt. about conversion of agricultural land to industrial / residential.  Because of these deficiencies, we were subsequently informed that the valuer was called by banker, fired and removed from the bank panel.

Considering the above, we thought of sharing the deficiencies with fellow valuers for the benefit of all without mentioning name of valuer and same property details.  Necessary changes are made to avoid identification.

Case Description:-  We have written the old valuation report including the covering letter submitted by the valuer.  The valuer has filled in the printed format by typing.  Both are given in different fonts.  Similarly we have given in separate column as “Our Observations” in different font.           
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Valuation of Site – Covering letter to Valuation Report to the bank by the valuer.

To 

Manager,

 XYZ Bank

West Godavari, (A.P)

Dear Sir,

	S. No.
	Particulars written By Old Valuer
	Our Observations

	1.
	a) Sub: Submission of Valuation Report (Part / Final / Stage Report / Completion Report 

Estimate of House Site / Building Dr. No.  

b) Ref: _____________________
	a) Part / Final / Stage Report – Printed but not ticked / Marked.

b) Ref: Not filled in

	2.
	Plot No.           / Residential / Commercial / Industrial 

In Ramagudem Village, Medchal Mandal, Ranga Reddy District, (A.P) Belonging to Shri X Rao, S/o. Shri Y. Rao 


	Residential / Commercial / Industrial printed but not marked / ticked

	3.
	I herewith submit the Valuation Report (Part / Final) / Stage Report / Estimate, for Residential / Commercial / Industrial / of Dr.No.                   ______ Plot No. _______Belonging to Sri / Smt as above  S/o. / W/o.    _______ Induplicate along with format, Plan etc.,  


	a) Here also like S.No.1 – Printed but not marked / ticked 

b) Not Filled in

c) Instead of filling up he says “as above” 

	4.
	a) The Valuation of House site is assessed by adopting Lowest Fair Market Value / Govt. guideline rate of Registrar.  The Building and other structure value is assessed by plinth area rates / approved by R&B dept. / detailed estimate.  The total value works out to Rs. 90,75,000/-. 

b) The Valuation fees for above is Rs. ________ _________ __________

may please be sent by DD drawn on my Name payable at Hyderabad


	a) Similar to above printed but no marked / ticked.

b) Not filled in 

	5.
	Encl:- 
	Not mentioned 









VALUER’S NAME & SIGNATURE

UNION BANK OF INDIA     
           -

Printed Bank of India in Big / Bold letters but Union is typed





with small which does not look nice. This is printed proforma

 





of Bank of India which is used for Union
Bank of India.







Letters & Fonts Followed:-  a) Printed by Bank – Arial 10 Font







b) filled in by old valuer – Monotype Corsiva Italic 12 Font

Branch:   Medchal



c) Our Observations – Bookman Old Style 10 Font.

VALUATION REPORT 

(IN RESPECT OF LAND / SITE AND BUILDING)            Not ticked / Filled in

   (To be filled in by the Approved Valuer)

                  







- Valuer’s name, 










address, phone are given

VALUATION REPORT

	S. No.
	Particulars written By Old Valuer
	Our Observations

	
	General 

1. Purpose for which the valuation is made: For loan purpose

2. a) Date of Inspection : 03-03-2006

    b) Date on which the valuation is made:  05-03-2006   
	It is better to mention in whose presence the property is inspected and who identified the property

	6.
	List of documents produced for perusal : Copy of document No. XYZ/05.
	What is document i.e., sale seed / conversion letter / power of attorney / EC, etc... not written.  We have written as under:- 

1) Photocopy of Sale Deed No. 11021/2005 dt 24-08-2005 with EC and Pahanis.

2) Photocopy of Land conversion vide their Roc No. 247/2008/A, dt 10-12-2008 issued by Tahsildar Medchal.

	7.
	Name of the owner (s) and his / their :       Shri X Rao

Address (es) with Phone No.                      S/o. Shri Y. Rao

(Details of share of each owner in case

Of joint ownership)
	Address and phone no not given.  Office and residential addresses will be useful in case of NPA (Non performing Assets). 

	
	Brief description of the property :   Vacant site abutting the                                                                       Medicherla Road. 
	Too Short. Property to be fully described with location, civic amenities, broad features etc., we have written as under:-

The property is situated in Ramagudem Village and it is on Medchal Bypass Ramagudem to Yamjal Road, and it is 2 Kms from Medchal Bypass and 25 Kms from Secunderabad (Paradise).  Opposite to the property Reliance Pipeline is there (From Kakinada to Goa). The surrounding area is developed by as Agricultural / Educational Institutions / Residential.  All preliminary civic amenities are available at Ramagudem Village and major basic civic amenities are available at Medchal.  The surrounding area is under commercial development. The location is very good just 2 kms from Medchal Bypass Road.   


- 2 -

	S. No.
	Particulars written By Old Valuer
	Our Observations

	
	Location of the property :  Near ‘X’ Roads, Near XY High                  

                                            School in Ramagudem Village 

a) Plot No. / Survey No. :   of Medicherla (M), RR District

b) Door No.                     : 75 kms from ZP School of Podur, 3  

                                           from NH - 7 

c) Village                        : 3.5 Kms from Kompalla and 

d) Ward / Taluka            : 2.5 Kms from Medicherla 

                                          R.S. No. X, Y, Z

e) Mandal / District         : Extent of site = 0.50 Cents 
	As per proforma not filled in

We have written as under 

“Sy.Nos. 529/AA, 535, 535/1 & 536 

Kolleti Kota Village

Medchal Mandal

Ranga Reddy District, (A.P)”

	8.
	Postal address of the property:  It is only vacant site with      

                   front compound wall and barbed wire protection.
	Any site will have address as per sale deed but not given.

	
	City / Town                         :  Panchayat

Residential area /               :  falling in Greater Hyderabad

Commercial area /             :  Residential Area

Industrial area 
	This is agricultural Land.  while it is written Residential Land. 

	
	Classification of the area   :

i) High / Middle / Poor            :    Middle

ii) Urban / Semi urban / Rural :    
	Not filled in. 

	9.
	Whether covered under any state / central Govt. enactments (e.g., Urban Land Ceiling Act) or notified under agency area / scheduled area / cantonment area.  
	Not filled in. Left Blank 

	10
	In case it is an agricultural land,    : Vacant House Site present

any conversion to house site 

plots is contemplated.
	This is agricultural land and there is no conversion letter. Old Valuation, is done in March’ 2006 while we found a letter of conversion dt 10-12-2008.

	
	Boundaries of the property:

North         : Land of Shri ABC Rao

South        : Smt. Devi

East          :  Medchal Road

West         : X. Laxmaiah & Others 
	

	11.
	Dimensions of the site 

        A                                                 B

As per the Deed                                Actuals

North     : 66 M

South    :  64 M                               Not Filled in

East      :  35 M

West     :  30 M
	“Actual” Column not filled in.

	12.
	Extent of the Site :    50 Cents or 2420 Sq.yards 
	Sale deed says 20 Guntas. (40 Gunta = 1 Acre)

	13.
	Extent of the site considered :  Deduct 25% of the site x

For valuation                             towards Road and Layout                               

(Least of 11A & 11 B)      
	a) This is agricultural land and there is no conversion letter hence this does not apply

b) 25% appear less.
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	S. No.
	Particulars written By Old Valuer
	Our Observations

	14.
	Whether occupied by the owner /  :    Net available for house

Tenant.                                                      constructions

if occupied by tenants since how              = 1815 Sq.yards 

long? Rent received per month       :  Rs. __________
	This is agricultural land and there is no conversion letter hence this does not apply

Left Blank / not filled in.

	
	II CHARACTERISTICS OF THE SITE

1.  Classification of Locality    :  Residential 
	It is agricultural 

	
	2. Development of surrounding areas : Under Development 
	

	
	3  Possibility of frequent flooding  :  
	Not filled in

	
	4.  Feasibility to civic amenities like :

 School, Hospital, Bus Stop, Market etc.:  Near about 0.5 to 1.0                                                                         Km 
	Nicely item wise to be described.  We have written as under:-

“As described the property is situated in Ramagudem Village and it is on Medchal Bypass Ramagudem to Yamjal Road, and it is 2 Kms from Secunderabad (Paradise).  Opposite to the Property Reliance Pipeline is there (From Kakinada to Goa).  The surrounding area is developed by Agricultural / Educational Institution / Residential.    

All preliminary civic amenities are available  at Ramagudem Village and major basic civic amenities are available at Medchal like School, upto Middle Class available at Podoor Village and upto Inter College at Medchal, some clinics, dispensaries are there at village and Hospital is there at Medchal.  Bus stops are there at village and Medchal. Small Market / Shops are there at village while big markets are at Medchal.  

	
	5. Level of land with topographical : Levelled Land

Conditions 
	

	
	6.  Shape of land                   : Almost Rectangular 
	

	
	7. Type of use to which it    :  Useful for House Construction

 can be put                                                        
	It is agricultural land and not converted.

	
	8. Any usage restriction   :  
	Not filled in

	
	9. Is plot in Town Planning  approved Layout? : 
	Not filled in

	
	10. Corner plot or intermittent plot : Intermittent 
	

	
	11. Road facilities  :   Abuts the Medchal Road
	


Contd…4…

- 4 -

	S. No.
	Particulars written By Old Valuer
	Our Observations

	
	12. Type of road available at present : Pucca Road
	It can be written in technical language like B.T. Road.  Actually it is B.T. Road.

	
	13.  Width of road – is it below 20 ft :  Above 20’

        or more than 20 ft
	

	
	14. Is it a land locked land? :   
	Not filled in

	
	15. Water potentiality          : Available 
	

	
	16. Under ground sewerage system : 
	Not filled in.

	
	17. Power Supply is available    : Near by available 

       in the Site 
	

	
	18. Advantages of the site   : 

         1)

         2)
	Not filled in

These are very important because the rate can vary as per plus and minus points. We have written as under

1) Property is situated at Medchal Bypass Ramagudem to Yamjal Road.

2) It is only 2 Kms from Medchal Bypass.

3) It is 25 kms from Secunderabad (Paradise)

4) Opposite to the property Reliance Pipeline is there (From Kakinada to Goa).

5) The surrounding area is developed as agricultural educational Institutions, residential etc.

6) All basic civic amenities are available at Village.

7) Major civic amenities are available at Medchal near by.

8) Medchal is just 2 Kms away from village. 

	
	19. Disadvantages of the Site 

         1)

         2)
	Not filled in. we have written as under

1) It is far away from main city.

2) Commercially it is under development and not developed.

	
	20. General remarks, if any
	Not filled in.

	
	PART – A (VALUATION OF LAND)
	

	15.
	a) Size of Plot   :   1815 Sq.yds of site left (75% of 2420 Sq.yard  

                                  – 25% left for Roads etc.)

                                Net total extent 1815 Sq.yards 

North & South 

East & West                       
	This is agricultural Land 20 Guntas. Hence per Sq.yard not applicable until it is converted.

Not filled in
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	S. No.
	Particulars written By Old Valuer
	Our Observations

	
	b) Total extent of plot :  1815 Sq.yards 
	

	
	c) Prevailing market rate :  It is varying from Rs. 5500  to 

                                             Rs. 6000  per Sq.yard
	It is agricultural land which is sold in acres. Even after 3 years also it is 1 –1.3 Crores per Acre.

	
	d) Guideline rate obtained  from :        Lowest rate considered

the registrar’s office (an evidence      Value 1815 x 5000 

thereof to be enclosed                      = Rs. 90,75,000/-
	Registrar office rate is not taken / mentioned.

	
	e) Assessed / adopted rate of         : Add for front compound 

Valuation                                     wall & Barbed wire fence +

                                          Rs. 1,00,000 + = Rs.  91,75,000/-

f) Estimated Value of Land:   = Rs. 91,75,000/-
	1) Assessed value is too high present value is only Rs. 1 to 1.3 Crore Per Acre. (even after 3 years of old Valuation).

2) There is no compound wall.  It is only barbed wire fencing whose value is Rs. 25,000/- only.

	
	PART – B (VALUATION OF BUILDING)
	

	22.
	TECHNICAL DETAILS OF THE BUILDING 
	Left blank. It should be not applicable. Building does not exist. It is agricultural land.

	
	a) Type of Building   :

(Residential / Commercial / Industrial)
	

	
	b) Type of Construction :

(Load bearing / RCC / Steel Framed)
	

	
	c) Year of Construction  :
	

	
	d) Number of floors & height of each floor :

including basement if any
	

	
	e) Plinth area floor – wise  :
	

	
	f) Condition of the Building  :

 i) Exterior – Excellent, Good, Normal, Poor :

ii) Interior – Excellent, Good, Normal, Poor  :  
	


23.
DECLARATION:-  is not written by Valuer to safe guard.  We have added as under:-


This is only our Valuation Report and it does not contain any legal aspect.

a) We do not have in any way any interest in the Land & Building, inspected / value assessed.

b) This certificate is based on information provided to us.  This report is valid for three months only.
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c) Valuation is subject to variable opinion.  The valuer or firm is not liable for any claim or damage / cost / consequences whatsoever.

NOTE:-

1) Based on the documents listed in the report submitted and with the assistance of the owner / buyer, the property has been identified and inspected.  The report is not to be construed as conformation of ownership.

2) The above valuation is valid only when documents shown and mentioned herein are genuine.

24.
SUMMARY OF GENERAL MISTAKES IN THE VALUER REPORT & PRECAUTIONS:-

1. The Bank format:-  All columns must be filled in correctly.

2. The Bank format:-  No column should be left blank.

3. The Bank format:- All the questions / points must be attended written carefully.

4. The Bank Format:-  Must be attended / written carefully.

5. Abbreviations:-  Wherever ticking is required must be done.  Expand abbreviations used including NA.  which may mean “Not available or Not Applicable or …….. like that.

6. Some columns / points / questions decide rate / value of the property which must be written clearly like:-  

a) Description, Location etc., of the property  (b) Advantages  (c) Disadvantages. 

7. Identification:-  Name of the person who identified must be written.

8. Inspection:-  in whose presence inspection is done to be mentioned.  In both cases if possible to write address and phone numbers which will be useful in case of NPA (Non performing Asset) / enquiry.

9. Approved drgs:-  If not provided must be written.

10. List of documents:-   must be written

11. Mort gauge:-  Whether property is mortgaged to be verified.

12. For amenities , road etc:-  Valuer has taken 25% which appear less.  The correct Percentage as per guidelines to be taken.

13. Use correct technical terms like B.T. Road etc…

14. Agricultural property to be taken in Acres.

15. Declaration by valuer must be included to safeguard.        
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25.
SUMMARY:- From the above it can be seen that the bank format should be filled in very correctly.  No columns shall be left blank.  All the points / questions must be answered.


Blunder like giving valuation rate per Sq.yard for Agricultural property like sanctioned residential / industrial / commercial plots / property should not be made.  Declaration by Valuer to Safeguard must be written. 

26.
REFERENCES:-  

1) Old Valuation Report of 2006 + Our Valuation of 2008.

2) Works of Sharma & Associates – Approved & Registered Valuer.

SHARMA & ASSOCIATES

7, Tirumala Comml Complex, Paradise Circle, Opp : Kamath Hotel, 

S.D. Road, Secunderabad – 500 003 (A.P), INDIA

Phone Nos:- 27815288, 27818831   Fax: 040 - 27810214

CELL: 9247422448

Email :  masteriso7k@yahoo.co.uk, rasmcppl@rediffmail.com, 

Website :  www.masteriso.in, www.Shriramamgroup.tk  

* - * - * 

