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FOREWORD

The Valuation Cell started working as an integral part of the Income-Tax Department since
1973. For a period of time, this cell has assisted the Income-Tax Department wherever valuation
of real estate was referred to them. With spiralling real estate prices all over the country,
substantial tax revenue could be generated for which services of the Valuation Officers are
effectively utilised.

The Valuation Reports have to be prepared strictly in confirmation with the laws of the land
and well laid out procedures. In this respect uniformity in application of the laws and established
procedures also plavs an important role. Therefore, every officer in the Valuation Cell has to
know the laws connected with Valuation and the procedures to be adopted to have uniformity

in the approach.

With a view to acquaint the Officers of the Valuation Cell with present laws and to have
uniformity, Shri.S K. Dhawan, Chief Engineer (Valuation) and his team of Officers have put in
splendid efforts in preparing the guidelines for use m the Valuation Unit and brought out the
same in & very easy readable manner, The puideline is quite informative for the Valuation
Officers and also for the assessing officers. [ have no doubt that this guideline will provide an
excellent reference book to all those who are concerned with Valuation of immovable properties.

Commissioner of Income-Tax-11

Chennai
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INTRODUCTION

Income Tax including Capital Gain Tax, Wealth Tax and Gift Tax are the direct taxes levied by
Government of India. Any person having a property has to prove its valuation under the
provisions of those taxes whenewver the property is buill, purchased, sold, inherited or gifted.

Tax evasion 15 a phenomena prevalent everywhere in India and laws have been framed to
avoid such practice. When it comes to real estate, it is much easier for the assessee 1o evade
tax as there 15 no defimite market for such property like the commodities available in the
general market. The properties are undervalued to evade wealth tax, income tax, gift tax and
capital gain tax. To prevent under valuation of land and building, valuation cell was created in
1968. The objective was to assist the assessing officers to ensure proper valuation of the
properties for tax realisation, Initially it functioned as an advisory committee.

The Valuation Cell in the present form was set up in 1972, In taxanon Law (Amendment) Act
1972 provisions for reference to Valuation Officer were made under sections 16A of WT Act,
55A of Income Tax Act and 15(6) of Gift Tax Act with effect from 1-1-73. Under these acts
Valulation Officers were vested with statutory powers.

Valuation Cell had been quite effective in generating additional revenue. Further, its presence
acts as a deterrent as would be evident from the PAC report of 90-91". .. inpurely technical
sense the Valuation Cell is not only cost eftective, but also there intangible benefits such as the
tax paying public know that their property values are susceptible to verification by the Cell."

The only mere fact for issuing guidelines for our Valuation Officers 15 with a view to adopt
uniformity for the same. Such a guidelines had been prepared by Shri A. Chattopadhyaya,
Chief Engineer {Valuation) {North), New Delhi during 1996, and circulated in the Northern
Region. So far no such guidelines had been issued by the Southern Region. Besides within
these 3 years singe issue of guidelines by the Northern Region, many case laws have come up
and there is need to upgrade the guidelines issued by Northern Region. This guidelines have
therefore been prepared which will help the Valuation Officers to understand and appreciate
the principles and methods of valuation including the techno-legal requirement involved in
preparation of valuation reports.

Valuation is an art. Although the process is based on scientific method. some amount of
intelligent guess work is essential in valuing the property. But such cases have to be based on
sound principles and may not be arbitrary, An insight into the adoption of sound pringiples is
possible only through techno-lega! knowledge. These guidelines will help to a great extent in
developing the skills of the Valuation Officers in discharging their duties.

As the value of a property is the present worth of future interest, the development potential of
the property plays an important role in valuing the same, For this purpose knowledge of the
local bylaws, controls development potentials are essential. Although there are a few books by
Indian Authors on valuation of properties, they are mainly guided towards estimation of the
fair market value on the development principles which existed about two decades ago.
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Development of properties in some metropolitan cities had started some time back but 1t was
not spread to smaller cities. Tt is now essential that the development potential in each city has
to be estimated lor valuation purposes. The guidelines are therefore essential for the purpose.

[n most cases assessee goes for appeal whenever valuation leads to ingreased tax liabilities.
Therefore the real werth of a valuation is evident only after the test of appeals In appeals the
assessec musters private valuers, engineers, lawyers, etc. for his defence. The Valuation Officer
has first to establish that the valuation declared by the assessee is not correct For this he has
to thoroughly study the documents of the assessee, make thorough investigation and collect
data. Then he has to establish the correctness and suitability of the methods of valuation
adopted by him and correctness of the data relied upon by him. The valuation report should
explain the reasons for which it is of different amount than the declared value so that the
appellate authorities can appreciate. Investigation and collection of data are thercfore very
important. For this Valuation Ofticer has to freely interact with local people also.

The Valuation Officer has to convince the Appellate Authority who are not conversant in
technical matters. This makes his work more challenging. Preparation of valuation report 13
only a part of the assignment. Conducting it through appeals unscathed is cqually important,

The Valuation Cell depends upon the Assessing Officers for their work. Therefore an interaction
with the Assessing Officers are very essential. Further the Assessing Officers are to be convinced
about the reports prepared by the Valuation Cell. Towards this goal efforts have 10 be made by
the Valuation Officer, for doing the valuation in an appropriate way. The information available
on the records of the Assessing Officers will go a long way in preparing the correct Valuation
Thus the need for constant interaction with the Assessing Officers arise and the Valuation
Officer's endeavour should be to keep in touch with the Assessing Officers

This book is an outcome of discussion with a large number of Valuation Officers working in
the Southern Region. A generous following from the guidelines prepared by the Northern
Region has been made which is acknowledged here. Many Valuation Officers have contributed
in the guidelines, notably among them being Shri P.G. Kavi, D.V.O., Shri M. Tangamuthu,
D. V.0, Shri V.P, Kurup, V.0.

Shri T.G. Raveendran and Mrs. Mala Raghavan have prepared the document on the computer
The efforts of ali the Officers and the stenographers are acknowledged with thanks. 1t is
carnestly hoped that the Valuation Officers will make use of the guidelines in the best spirit and
interest of the Government and it would be updated from time to time. W

(S.K. DHAWAN)
CHIEF ENGINEER (VALUATION),

VALUATION CELL. INCOME TAX DEPARTMENT,
CHENNAI - 34,
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MNew Dathi - 110011

MESSAGE

I am happy to note that Shri $.K. Dhawan, Chief Engineer (Valuation ), Chennai,
along with his team of Officers has brought out the guidelines on valuation of immovable
properies covering various legal and procedur:  aspects of valuation. The valuation officers
have to perform techno-legal functions which ire entirely different from the normal activity
of CPWD. When the officers from CPWD jr n the Valuation Unit of C.B.D.T., they have to
acquaint themselves with the procedure fur valuation of properties. This compilation will
go a long way in proper appreciation of the nuances of the rules and regulations relating to

the valuation of fixed assels,

ﬁﬁﬁw

(B.S. DUGGAL)



O.P. SRIVASTAVA Central Board of Direct Taxes

Member & Ex-officio Department of Reverme

Addl Secretary to the Govt. of India Ministry of Finance
Government of India

Tel. : 3015831 New Dethi - 110001,

DR ENO s New Delhi, the:.coinnnnnsingl 1999

July 14, 1999

MESSAGE

I am happy to note that Shri S.K. Dhawan, Chief Engineer {Valuation),
Chennai, along with his team of officers has put in a lot of efforts to bring out
this compendium on the subject of valuation of immovable properties. This
compilation contains all the relevant matenial and updated guidelines on the

subject of valuation covering its various legal and procedural aspects.

I am sure that this appreciable work of Mr. Dhawan will be of great
use 10 the Valuation Officers as well as Income Tax authorities in estimating

the value of immovable properties as required by the tax statutes.
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D.V.S. SARMA
TR Ty (gfdor &)

Additional Director General
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Fax No. 4913691

Drated - 29.6.99

Valuation of immovable propertics, though generally perceived to be more of an art, needs to be based on
sound scientific and technical principles to successfully stand judicial scrutiny. Like many other disciplines,
valuation is also a blend of science and art, the relative proportions of which could be situation specific. In
ather words, it is this inevitable presence of the element, of subjectivity in any valuation exercise that poses real
challenge to the mettle and acumen of any Valuer.

CPWD's involvement with the function of valuation dates back to more than three decades when in the
mid sixties CPWD was called upon to value the assets-land, buildings, plant & machinery - of certain sick
organisation taken over by the Central Government at that time. For the last more than 235 years, CPWD
officers as part of the Income Tax Dzpartment have been discharging the statutory functions of the Valuation
Officer.

In the course of time, several valuation methods and techniques developed and adopted by the Valuation
Officer, have met with varying deerees of success when subjected to judicial scrutiny. For long there has been
a felt need to have at one place for ready reference, all the relevant matenal connected with valuation with
particular refercnee to the subject as practised and applied in the Income Tax Department.

Shri § K. Dhawan, Chief Engineer, valuation has brought out a comprehensive compilation of all the
relevant material on the subject of valuation, spanning right from the relevant provisions in the Income Tax
Act, the methods and procedures of valuation upto Review and Appeals. The chapters dealing with the methods
and procedures of valuation are, as they should be, pretty exhaustive covering the total spectrum of the techniques
in vogue. This book should serve as a reference manual not only to the departmental Valuation Officer but also
the practising Valuers in the ficld and the Income Tax authoritics. More importantly than anything else, it
should help in bringing about a certain degree of uniformity and consistency in approach to the art of valuation,
thercby hopefully improving the success rate of the departmental cases in Appeals.

Shri §.K. Dhawan deserves all appreciation for all the trouble and pains taken by him in preparing this
Compendium.

1 am sure this publication would prove extremely useful 1o one and all dealing with the subject of
valuation,

I wish Shri 5. K. Dhawan and the book, all success. m ‘ﬂ I_,,-a—Q_,_//

(D.V.S. SARMA)
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ORGANISATION AND JURISDICTION OF VALUATION CELL

The Valuation Cell is headed by the Regional Valuation Officer of the rank of Commmssioner of
Income Tax. They are manned by Chief Engineer (Civil) of C.PW.D. Southern Region has head-
quarter at Chennai and Northern region at Dethi,

Functional units are headed by District Valuation Officer (DVO) of the rank of Additional/Jomt
Commissioners. They are manned by superintending Engineers (Civil) of CPWD. There are five
DVOs in Southern Region and seven in Northern Region.

Valuation Qfficers (VO)of the rank of the Deputy Commissioners and Assistant Valuation Officers
{AVO) of the rank of Income Tax Officers are manned by Executive Engineers and Assistant Engineers
of CPWD (Civil) respectively.

Two Junior Engineers assist each DVO and each VO and one Junior Engineer assists each
AVO.

The jurisdiction of areas of various DVOs, VOs and AVO are well defined. One VO (P&M) is
attached to each CE for the Valuation of Plant and Machinaries for the entire region.

Jurisdiction & financial limits of Valuation Officers

Regional Valuation Officers exercise general supervision over the work of DVOs, VOs and
AVQOs.

DVOs, VOs and AVOs perform the functions of a Valuation Officer within their specific
geographical junisdiction and financial limits. Financial limits specified in Rule 3A of the Wealth Tax
Act 1957 are as follows.

If the value of the asset declared by the assessee exceeds Rs. 50 lakhs or il the asset is not
disclosed or the value of the asset is not declared or no return has been made and the value of the
asset, in the opinion of the Assessing Officer, exceeds Rs. 50 lakhs, the function of the Valuation
Officer shall be performed by DVO.

Similar limits for VO is exceeding Rs. 10 lakhs but not exceeding Rs. 30 lakhs and for AVO not
exceeding Rs. 10 lakhs.

The DVO having jurisdiction in respect of the area may if he considers it necessary or expedient

to do so for the purpose of proper and efficient management of the work of valuation, himself can
perform such function in relation to any asset which is within the financial limits of VO.

i



Similarly VO can perform the function of AVO if the former considers it necessary or expedient
s0 to do.

Cases, where assessed value exceeds more than 50% of the monetary jurisdiction in the case
VO and 100% of monetary jurisdiction in the case of AVQ, should be referred to the DV and VO
respectively for review before finalisation of the Valuation cases. The VO or DVO may take over
such cases if he considers necessary to do so. District Valuation Oficer should discuss the case at
draft stage where the assessed cost does not exceed 15% of the declared cost with Regional Valuation
Officer. Similarly, where the difference between assessed cost and declared cost is less than 15% of
the declared cost in case of valuation done by AVQ/VO, the case should be discussed with VO/DVO
before finalisation.

APPROPRIATE AUTHORITY

Finance Act 1986 introduced chapter XXC titled "Purchase by Central Government of immovable
properties in certain cases of transfer” in the Income Tax Act u/s 269U with effect from 1.10.86. This
empowers Central Government to purchase a property which has already been offered for sale. The
object is for inducing the transferor and transferee to declare the full amount of consideration in the
agreement for transfer The appropriate Authorities have been established in 7 cities namely Delhi,
Mumbai, Calcutta, Chennal, Bangalore, Lucknow & Ahmedabad having junsdiction in some nearby
cities also. Some more cities like Coimbatore etc. have also been brought under this Act. The appropriate
Authorities consisting of 2 members of the rank of Commissioners of Income Tax and one member of
the rank of Chief Engineer. CPWD Civil Wing have been established 1 each of 7 cities. For some
cities Valuation Officer work on behalf of the Appropriate Authorities Transfer of any immovable
property of value exceeding prescribed imit which is specified for each city is prohibited except afier
entering into agreement for transfer at least 4 months before the intended date of transfer. Such
agreement should be reduced in writing in the prescribed form called form No.37-1 which should be
filed before the concerned appropriate authority within 15 days of the date of the agreement by the
transferor.

The fair market value of the property is ascertained by the approprate authority In case it
works out to be in excess of more than 15% of the apparent consideration then the Appropriate
Authority, if it so decides, afier issue of show cause notice and giving an opportunity of hearing to the
parties, may pass an order of purchase of the property within a period of 3 {ull calendar months. Afier
the order is passed the property shall vest in the Government wath all existing encumbrances. If such
order is not passed, within the prescribed time limit, then the parties can go ahead with the transfer on
the basis of no objection certificate issued by the Appropriate Authority The registrar is prohibited
under this Act from registering any transaction without such a NOC from Appropriate Authority.
Violation of the provisions of the Act is punishable by prosecution. Orders passed by the Appropriate
Authorities are final and conclusive and unquestionable in any court of Law except by writ in the
respective High Courts.
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[ CHAPTER - 2 '

PROVISIONS OF DIRECT TAX ACTS RELATING TO VALUATION CELLS

52(r}
S1ZA

A6(a

S16A(]

Rule 20(2)
of Sch. Tl

S 16A(2)

S 16A (3

1. VO under WEALTH TAX ACT

Valuation Officer is appointed by the Central Government under section 12A of the
Wealth-1ax Act, 1957, He may be a Regicnal Valuation Officer, District Valuation
Officer, Valuation Cflicer or an Asst. Valuation Officer.

1.2 Heis one of the 'authonties' mentioned in Chapter III of the Wealth-tax Act.

1.3 The junisdiction of the various Valuation Officer 1s notified by the CBDT 1n
accordance with Rule 3A of the Wealth-tax Rules 1957,

1.4  The function of a Valuation Officer begins as soon as the Valuation of an asset
is referred to him by the assessing Officer under section 16A(1) of the Act.

Valuation Order

1.5 Under Rule 20(2) of schedule III of the Wealth-tax Act, the value of an asset
so referred for valuation to VO shall be estimated to be the price which, in the opinion
of the VO, it would fetch if sold in the open markel on valuation date.

1.6 The VO may serve on the assessee, a notice requiring nm to produce or cause
to be produced on a date fixed, accounts, records or other documents that may be
required.

1.7.  If the VO considers that the value of the asset declared by the assessee 1s
correct, he has 1o pass an order in writing to that effect and send a copy of the order to
the AD and to the assessee. Copy of Valuation report is to be sent only to senior
officers of the Valuation Cell.

1.8 Ifthe VO considers that the Value declared is low, he should serve a notice on
the assessee intimating the value which he propeses to estimate and give Lthe assessee
an opportunity to file his objections if any, in person or in writing on a date fixed, and
produce evidence if any, in support of his objections, The assessee need not attend
personally. He may be represented by a Registered Valuer or an authorised representa-
tive (the Authorised Representative is one who could represent the assessee u/s 288 of
the Income Tax Act or under Rule 8 of the Wealth-tax Rules, 1957). ARer considering



the assessee’s objections, the evidence produced and all other relevant materials that the VO may
have, he has to pass an order in writing, estimating the value of asset referred to him. A copy of his
arder has to be sent to the Assessing Officer and the assessee.

Continuity

1.9 Ifa VO is succeeded by another VO, the latter may continue the proceeding
from the stage at which they were left by his predecessor. However, the proceedings
have to be wholly or partly reopened, if the assessee so desires.

539

Amending a Valuation

S 35(i¥aa)
35(3) &(5) 110 Ifthere is any mistake apparent from the record, the VO may mend the order

35(6A) Dby passing another order in writing.

535(4) 111 An amendment which has the effect of enhancing the valuation of the asset can
be made only after due notice to the assessee.

S35(7) 112 Anamending order rectifying a mistake cannot be passed after the expiry of
four years from the date of the order which has 1o be amended.

In Appeal

§23(4)b)y 113 The Commissioner (Appeal) is empowered to direct the VO to make any
further enquiry regarding the valuation of an asset which is disputed in appeal before
him. On receipt of any such directions from the Commissioner {Appeal) the VO has
to carry them out.

a 1.14  In cases where appeals are filed before the Commissioner (Appeal) or Appel-
S 23(3A)(a} ) 2 : : : :
24'}(5) late Tribunal against the valuation made by him, the VO has a right of representation
before the Commussioners of Appeal or the Appeltate Tribunal.

1,15 Ewven in cases where valuation has not been made by the VO, the AQ may
nominate him to appear before the Commissioner (A) or AT on behalf of the Depart-
ment to represent matters regarding valuation of assets.

S 23CANb)
24(5)

2. VO'S POWER UNDER WEALTH TAX ACT

2.1 In respect of the following matters, the VO has, for the purpose of the Wealth-
tax act the same powers asa Court has under the Code of Civil Procedure, 1908 when
trying a suit:

® Discovery and inspection;

S3INL) e Enforcing the attendance of any person (including any officer of a banking
company) and examining him on oath;

L3



2.6

. Compelling the production of books of account and other documents; and

@ issuing commissions.

Discoverv and Inspection

22 In a civil suite one party may ask the other to declare what are the documents
in his possession which are relevant to the suit. The party is also entitled to inspect all
such documents, Section 30 of the Civil Procedure Code contain relevant provisions
regarding the powers of discovery and inspection. However, there is harldy any need to
resort to the power of discovery and inspection in tax proceedings since the powers of
enforcing the attendance of a person and compelling production of books of account
and documents are generally found sufficient for tax purpose.

Enforcing Attendance

23 The powers of enforcing the attendance of any person and examining him on
cath and compelling the production of books of account and other documents are
widely used in tax proceedings. The VO also may have oceasion to use these powers.

24 A Summon has to be served for personal attendance or production of books of
accounts or documents. The Summons should bear the seal of the Officer isswing it. The
books of account or documents required to be produced should be clearly speci-
fied.

25 If'a person fails to comply with a Summeon intentionally, a fine of Rs. 10000 or
less can be levied on lim. Besides levy of penalty, the following powers 1o enforce
attendance and production of documents are available by vintue of scction 32 of the
Civil Procedure Code:-

® [Issue of a Warrant for arrest of the person who has not responded to the Summons;
® Atrtachment and sale of his property;

® Ordenng him to furmsh security for lus appearance and committing him to the civil
prisan in default.

If any occasion arises for taking drastic action against the asessee or other person u/s
37/(1) of the Wealth-tax Act, detailed instructions for the procedure to be adopted may
be taken from the Standing Counsel to the Income Tax Department through the
Commissionerof [ncome Tax.

It should be noted that only a person who is living within the jurisdictional area of the
VO or who is living at a place less than 500 km from the Office (or camp office) could
be summaned to appear in person.

14



S 2390)

5 37(3)

2.7 The power of issuing comnussion could also be conveniently resorted to. Using
this power, a valuation officer could authorise (in other words, issue commission to)
any other VO to examine a person on oath and record his statement with or without
interrogatories {1.¢. a set of questions) sent by the former, If a person to be examined is
Irving at & place 500 km or more away from the VO's office, a commission may be
issued for his examinations to a VO whose office is near the person's residence. This
power could also be used for convenience of a person whose statement has o be
recorded.

28 The subject of issue of commissions is dealt within Section 75 of the Civil
Code and in order XX in the First Schedule to the Code.

29 IT a person who has been summoned to appear to give evidence or produce
any books of account or documents, intentionally omits to attend or produce them, the
VO is empowered to levy a fine of Rs. 10000/ or any lower amount. The fine can be
imposed only if the VO is satisfied, after giving the person concerned an opportunity of
being heard, and his failure to comply with the summons was intentional.

A copy of the order levying the fine should be sent to the Assessing Officer concerned
so that he may take action for recovering the fine levied,

210 The person on whom a fine is levied has a right to appeal to the CIT (Appeal )
against the V(s order imposing the fine.

2.11 The VO is empowered to retain in this custody, any books of account or other
documents produced betore him, for a maximum period of 15 days excluding holidays.
If he wants to retain the books or documents for any longer period, he can do so afier
abtaining the approval of the Commssioner of Income Tax for such retention.

It is important to note that no books of account or other documents should be impounded
without the VO recording his reasons for doing so.

Inspection

212 Atany time between 6AM and 6PM on any working day (i.e. a day other than
Sunday or a holiday under the Negotiable Instrument Act), a Valuation Qificer or any
Overseer, Surveyor or Assessor, authorised by him in this behalfby an order in writing,
is empowered Lo:-

a) enter any land within the limits of the area assigned to the VO or
b) enter any land, building or other place belonging to or occupied by any person

in connection with whole assessment a reference has been received by the VO
under Section 16A of Wealth-tax Act, or



s 38A(1)

S 38A(1)

S38A(L)

5 35A

) inspect any asset in respect of which a reference u/s 16A of WT Act has been
received by the VO,

213 The VO or any ol his assistants aforesaid is empowered to require the person
in charge of, or tn occupation or possession of such land, building or other place or
asset to afford him the necessary facility to survey or inspect such land, building or
other place or assel for estimate its value.

214 He s also empowered to require any such person mentioned above to afford
him necessary facility to inspect any books of account, document or record which may
be relevant or the valuation of such land, building or other place or asset and gather
particulars relating to such land, building or other place or asset.

215 Incases falling under (b) & (c) of paragraph 2.12, the person in charge of or in
occupation or possession of the building, place or asset should be given at least two
days' notice in writing of the intention of the VO to enter the land building or other
place or inspect the asset,

2.16 Even without such notice, the Power could be exercised, if the person in charge of
or In occupation or possession of such building, place or asset gives his consent.

217 If the person mentioned above, who has to afford necessary facility to the
Valuation Otficer either refuses or evades 1o afford such facilities, the VO gets all the
powers specified in sub section {1}and (2) of Section 37 of Wealth-tax Act for enfore-
ing compliance of the requirements made by the VO

2.18 It will be seen that the power specitied u/s 37(2) is the power of levying a fine
of an amount of Rs. 10000 or less.

3. VO Under the Income Tax Act

&

31 Inder section 55A of the Income Tax Act, the Assessing Officer may refer the
valuation of a capital asset to a VO. The VO has to ascertain the fair market value of’
the capital asset as on a given date,

37 'Fair Market Value' means “the price that the capital asset would ordinarily
fetch on sale in the open market on the relevant daie'.

33 While under the Wealth-tax act the V0. is a wealth tax authority, under the
Income Tax Act the VO is not specified to be an Income Tax Authority However, the
functions of the Valuation Officer, for the purpose of a reference made to him under
Section 35A of the Income Tax Act, are the same as those under the Wealth- (ax Act.
The powers of the VO are also substantially the same as under the Wealth-tax Act. It
has to be noted that bection 38A of the Wealth-tax Act has not been expressly made
applicable to a reference made to the Valuation Officer ufs 55A of the Income Tax Act
{vide para 2} after 55A (b} ii

[
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FUNCTIONS OF YALUATION CELL

Income Tax Cases regarding investment in land and buildings or Wealth tax, Gift tax, Capital
gain tax etc. regarding fair market value of land and building are referred by Assessing Officers to the
Valuation Officer for expert valuation under the relevant acts.

On receipt of reference its content is checked for complete references and the case is entered in
the case Register as per Annexure-1. If the reference is incomplete, call for the information from the
assessing officer to clarify the issues involved in the incomplete reference.

Pro forma for disposal register 18 given in Annexure-2.

Alfter getting relevant information notice is served to the Assessee for submission of relevant
documents/ information before a specified date. The Assessee on receipt of the notice either submits
all or some of the documents on the appointed date or asks for some more time. In case of partial
submission, balance documents is asked for. Request for mare time should be considered sympathetically
and reasonable extension of date for submission be given keeping in view that non statutory cases are
to be disposed of within 90 days and statutory case in 120 days.

After receipt of relevant documents and its scrutiny date of inspection is decided preferably in
consultation with the Assessee and notice isissued to the assessee. Detailed recording of measurements
and specifications are carried out during inspection.

Thereafier Valuation is carried out in most appropriate method keeping in view the nature of
reference, status of the property, submissions made and documents provided by the assessee including
his objections if any.

In case of advisory reference of investment in fand and building under [.T. Act 1961 the Valuation
report is sent to the assessing officer He seeks objections/comments of the assessee and those are
normally passed on to the Valuation Officers for consideration. The Valuation Officer sends his
comments on the objection of the assessee to the Assessing Officer. Thereafter the assessing officer
finalises the assessment. .

In case of statutory references of Gift Tax, Wealth Tax and Capital Gains the preliminary Valu-
ation is sent by the Valuation Officer to the assessee inviting his written or oral objections. Final order
is passed under the appropriate section considering the information supplied by the assessee and his
objections and the information gathered by the Valuation Officers.
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The final valuation report should be prepared on the prescribed proforma and all the supporting
statements should be annexed. The report should be sent to assessing officer well in time to enable
him to make tax assessment.

The Valuation Officer may be of 4 great help in the tax recovery proceedings which may be
taken up by the Income Tax Officer and the Tax Recovery Officer. The Tax Recovery under the
Income Tax Act 1961 is to be effected by the Tax Recovery Officer finctioning under Second Schedule,
to the Income Tax Act 1961, Presently all the taxes due under the Wealth-tax and Gift-tax are also
recovered through recovery proceedings under the Second Schedule of the Income Tax Act 1961,

Sometimes it is seen that the assessees offer some of their properties as security for the 1ax for
payment of which extension of time is sought for. Where a property is thus offered as a security, 1t
would be necessary for the Tax Recovery Officer (o find its adequacy as a security. That can only be
known if he can determine its fair market value correctly. In this regard the Tax Recovery Officer may
seek the assistance of the Valuation Officer.

TRO may also take proceedings for destraint of movable property within the powers siven to
him under Third Schedule. Destraint of movable property is essentially attachment of movable propeny
by seizure and the Tax Recovery Officer can sell the property so destrained. The attachment and sale
of the property proceeds in the same manner as is provided in Second Schedule. So much of the
destrained property as seems likely to fetch an amount proportionate 1o the tax in arrears can alone be
sold, For this purpose the Tax Recovery Officer may seek the assistance of the Valuation Otficer to
determine what portion of the destrained property should be sold

According to rule, the attachment cannot be excessive which means that the Tax Recovery
Officer can only direct the sate of that much of the property as necessary to satisfy the amount shown
in the certificate. This decision has necessarily to be made by the Recovery Officer before he authonses
the sale of the property. There will be several instances where it may not be possible for the Tax
Recovery Officer to determine the value of the movable property attached In this context he may
seek the assistance of the Valuation Officer to determine what price the property would fetch if sold
and there upon decide what portion of the property to be sold.

Under rule 52 of the Second Schedule, the Tax Recovery Officer is required 1o sell whole or
part of the attached immovable property as may seem necessary to satisfy the certificate. Therefore,
before the sale is actually authorised the Tax Recovery Officer has to consider whether he should sell
the entire property or only a pait of it. Here again for this purpose he has to determine the price the
property would fetch if sold. For determining this he can scek the help of the Valuation Officer.

It is within the competence of the Tax Recovery Officer to fix a reserve price in respect of any
property attached {except agriculiural produce) whether movable or immovable. Thisisunder L T.C.P
Rule 18. He has to indicate in the content of proclaim also. The object of the fixation of reserve price
is that if the bid is below the reserve price, the property shall not be sold (Rule 56). For this the reserve
price has to be generally fixed in consultation with the Assessing Officer and it requires 1o be very
carefully done. In fixing the reserve price the Tax Recovery Officer has to necessarily bear in mind the
market value of the property and also the arrears of tax to be recovered Though the reserve price
may be much lower than the market value, yet it has some bearing to it. Therefore he must ask for the
help of the Valuation Officers who will determine the fair market value of the property.
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Rule 66 empowers the Tax Recovery Officer to postpone a sale already ordered so that the
defaulter can raise the amount necessary for paying of arrears by a mortgage, lease or a private sale.
The Tax Recovery Officer can postpone the sale for a specified period and on such terms as he may
deem fit. He may, for instance, ask for furnishing of adequate security. He may also impose the
condition that the property should not be sold for a price less than a fixed amount, which is to ensure
against any fraud on the revenue. In accepting any property as security, or in fixing the sale price of
the property released, the Tax Recovery Officer must necessarily determine the value of such property.
In this regard also he can avail of the expert advice of the Valuation Officer.

Role of Valuation Officer in Aiding investigation

Valuation Officer can render help in proving concealed income in so far as it has been channalised
in constructing/ acquiring house property and in land Lransaclions. Where the investigating officer
suspects that concealed income is channelised in house property or land, the Valuation Officer can
render a good deal of help. The Valuation Officer has special knewledge of various 1echnical aspects
of construction and 1s in a position to judge properly the quality of construction and on that basis
arrive at accurate estimates of cost of construction or the fair market value. The Valuation Officers
are also in a position to analyse the cases stated as comparable by the assessee and 1o see whether in
fact they are comparable.

Since (w question of the financial year in which an investment was made is important, the
Valuation Officer should also record in the report the period when the investiment must have been
made. Sections69, 69B of the Income Tax Act, provide for taxing the unexplained diflerence.

Since transactions in immovable property form a substantial proportion of concealed income
transactions, the Valuation Officer can help the Department to a large extent in making a dent into this
propblem. Where the Valuation Officer is able to show that not only the assessee's version is false, but
that there are incontravertible materials to show that the cost/fair market value was definitely higher
than declared, there would be a case for imposing penalty or launching presecution and obtaining
conviction. The Valuation Officer can thus make a positive contribution to investigation in any case
where concealed income is channelised into immovable property transactions.
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Asseszee;

Assats:

i)

1}

CHAPTER -4 '

DEFINITIONS

Assessee means a person by whom Wealth-Tax or any other sum of money is payable
under Wealth Tax Act, and includes,

every person in respect of whom any proceeding under WT Act has been taken for the
determination of Wealth Tax payable by him or by any other person or the amount of
refund due to him or such other person;

every person who is deemed to be an assessee under WT Act;
every person who is deemed to be an assessee in default under WT Act;

Asset includes property of every description, movable or immovable, but does not
include:

in relation to the assessment year commencing on the st day of April, 1969, or any
earlier assessment year,

1) Agricultural tand and growing crops, grass or standing trees on such land;

i} any building owned or occupied by a cultivator of, or receiver of rent or revenue
out of, agricultural land;

Provided that the building is on or in the immediate vicinity of the land and is a
building which the cultivator or the receiver of rent or revenue by reason of his

connection with the land requires as a dwelling house or a store-house or an out-
house.

i) animals;

1v) a right to any annuity in any case where the terms and conditions relating thereto
preclude the commutation of any portion thereof into a lump sum grant;
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v)

any interest in property where the interest is available to an assessee for 3 period
not exceeding six years from the date the interest vests in the assessee;

2) in relation to the assessment year commencing on the 1st day of April, 1970 or any
subsequent assessment year (but before the first day of April, 1993).

i)
i)

i) a)

b)

i) a)

b)

animals;

any interest in property where the interest is available to an assessee for a period
not exceeding six years from the date the interest vests in the assessee:

(Provided that in relation to the assessment year commencing on the st day of
April, 1981, {and the assessment year commencing on the 1st day of April, 1982)
this sub-clause shall have effect subject to the modification that for item (i) thereof,
the following item shal! be substituted, namely :-

agricultural 1and other than land comprised in any tea, coffee, rubber or cardamom
plantation;

any building owned or occupied by a cultivator of, or receiver of rent or revenue
out of, agricultural land other than land comprised in any tea, coffee, rubber or
cardamom plantation;

Provided that the building is on or in the immediate vicinity of the land and is a
building which the cultivator or the receiver of the rent or revenue by reason of his
connection with the land requires as a dwelling-house or store-house or an out-
house.

animals,

{Provided further that in the relation to the assessment year commencing on the 15t
day of April, 1983 or any subsequent assessment year, this sub-clause shall have
effect subject to the modification that for item (i) thereof, the following item shall
be substituted namely:-

apricultural land and growing crops (including fruits on trees), grass or standing
trees on such land:

one building or one group of buildings owned or occupied by a cultivator or, or
receiver of rent or revenue out of, agriculbtural land,

ammals,
{Provided also that) in relation to the State of Jammu and Kashmir, this sub-clause
shall have effect subject to the modification that for the assets specified in [item (i)]

of this sub-clause, the assets specified in [items (i} to (iii)] of sub-clause (1) shall be
substituted and the other provisions of this Act shall be construed accordingly;}
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"asgets", in relation to the assessment year commencing on the 1st day of Apnl, 1993, or any
subsequent assessment year, means-

1} any guest house and any residential house [including a farm house situated within twenty-
five kilometres from the local limits of any municipality (whether known as a munici-
pality, municipal corporation, notified area committee, town area committee, town
committee or by any other name)or a cantonment board] but does not include-

1) ahouse meant exclusively for residential purposes and which is altotted by a com-
pany to an employee or an officer or a director who is in whole-time employment,
having a gross annual salary of less than five lakh rupees;

2} any house for residential or commercial purpose which forms part of stock-in trade;

3) any house which the assessee may occupy for the purposes of any business or
profession carried on by him;

4) any residential property that has been let-out for a mimimum period of three hun-
dred days in the previous year,

5) any property in the nature of commercial establishments or complexes.

ii} motor cars (other than those used by the assessee in the business or running them on
hire or as stock-in-trade);

1) jeweliery, bullion and furniture utensils or any other article made wholly or partly gold,
silver, platinum or any other precious metal or any alloy containing one or more of such
precious metals;

iv) vachts, boats and aircrafts (other than those used by the assessee for commercial pur-
poses),

v) urban land;

vi) cash in hand, in excess of fifty thousand rupees, for individuals and Hindu undivided
families and in the case of other persons any amount not recorded in the books of
account.

Valuation date: Valuation date in relation to any year for which an assessment is to be made
under WT Act, means the last day of the previous year as defined in [section 3] of
the Income Tax Act, if an assessment were to be made under that Act for that year:

[Provided that-

1) in the case of a person who is not an assessee within the meaning of the In-
come Tax Act, the valuation date for the purposes of this Act shall be the 31st
day of March immediately preceding the assessment year,

i) where an assessment is made in pursuance of section 19A, the valuation date
shall be the same valuation date as would have been adopted in respect of the
net wealth of the deceased if he were alive; ]
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PROPERTY:

It means any interest in property; movable or immovable. Immovable means any land, building
or part of a building together with machinery, plant and other permanent fixtures.

LAND APPURTENANT TO BUILDING:

Where there are building regulations, the land allowed under such regulations for the enjoyment
of the existing building shall be the appurtenant land.

Where there are no building regulations, the land appurtenant to the building shall not exceed
2.5 times the built up areas at ground floor (assuming) 40% ground coverage.

FREE-HOLD LAND:

A parcel of Land is said to be free-hold when the owner has absolute right of enjoyment,
possessing and ownership over it and it is free from any kind of encumbrance as to the transfer of title
foccupancy! use.

LEASE HOLD LAND:

A parcel of land is said to be lease-hold when the right of enjoyment and possession is vested in
a person other than the owner for a definite period of time in consideration for a fixed sum of rent
known as lease (ground) rent. The owner of the land is known as "Lessor” and the person holding the
lease title is known as 'Lessee’. Apart from the period of lease and the rate of lease rent, the lease
agreement may stipulate other restrictive covenants such as use of land, sharing of unearned profit,
conversion of title into free hold, renewal of lease, resumption of lease and right to Sale transfer of
land. Long term leases having term of 99 years and above are considered leases in perpetuity.

ECONOMIC LIFE OF BUILDING

Economic life of building means its life expectancy with normal repairs and maintenance. Eco-
nomic life of structure depends on the type of construction, the quality of construction materials,
climatic conditions, use of structure and the level of maintenance and upkeep. The expected economic
life of different types of structures with normal maintenance as given Annexure-IV of CBDT instruction
No. 1671, shall be followed.

DEPRECIATION:

Depreciation means decling in the value of structure/ asset due to its normal wear and tear on
account of the use and age.
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FAR/FSI :

Floor area ratio/Floor space Index is the ratic of the total area of all floors of building including
area of walls as well as area of mezzanine floors but excluding staircase, passages, elevators and other
service areas as permiitted by local building bye-laws, to the area of plot.

GROUND RENT:

When land only is given on lease for construction of buildings or any other use by the lessee, the
pertodic payment by the lessee under the covenants of the lease is called "ground rent". The ground
rent is of two kinds: Secured ground rent, Unsecured ground rent,

13 Secured ground rent; if under the lease agreement the lessee is required to construct
building on the plot, the ground rent is said to be secured one.

2)  Unsecured ground rent: When under the lease agreement the plot remains open with-
out any construction of building, the ground rent that is said to be an unsecured one.

STANDARD RENT:

Rent which can be lawfully charged from a tenant under relevant rent control act is known as
standard rent.

CONCESSIONAL RENT:

When the property is let out at rent lesser than the prevailing market rent, the rent is known as
Concessional Rent.

ANNUAL GROSS RENT:

It is the total amount of the rent received from a property during the year.

ANNUAL NET RENT:

It is the net amount of the rent deducting the outgoings from the annual gross rent.

OUT-GOINGS:

The amount of taxes levied by local authority/ State Government and other recurring expenses
m respect of a house property such as repairs & maintenance, collection charges, insurance, ground
rent, service charges etc. is known as "outgoings".
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SERVICE CHARGES:

It is the expenditure incurred by the owner for maintenance of common services like watch and
ward operation of lifts and illumination of the common spaces, fire fighting arrangement, for proper
enjoyment of the properties by the users.

ANNUAL SINKING FUND:

Sinking fund is the noticnal fixed sum of money allocated annually at the prevailing rate of
interest to create the necessary capital for the replacement of an asset after the economic life span of
the asset is over.

YEAR'S PURCHASE:

The multiplier of the net rent or net return to obtain capital value on material date of valuation
15 termed as year's purchase. This multiplier depends upon the rate of return expected from the capital
investment in the property.

RATE OF CAPITALIZATION:

It is the rate of return which a prudent investor would expect from a particular kind of investment
in an asset or immaovable propeny.

VALUE AND COST:

The cost of an asset represents the actual amount spent in the construction or purchase of the
assel while the value is defined as the present worth of future rights in the property and depends to a
great extenl on demand and supply. The cost relates to the past while the value relates to the future.
With the inflationary trend in land values and construction ¢osts, it is inconceivable that the historic
cost could ever represent the value of a property on a specific date. In simple words the term value
means the amount of money for which the asset will exchange in the market.

MARKET VALUE AND FAIR MARKET VALUE:

"Market Valug" is the price that a willing purchaser would pay to a willing seller for a property,
having due regard to its existing conditions, with all its existing advantages and its potential possibilities
when laid out in its most advantageous manner.,

"Fair Market Value" is the estimated price which any asset in the opinion of VO would fetch, if
sold in the open market on the valuation date.

The terms "Market Value" and "Fair Market Value" are synonym except the word "Fair"
introduces an element of a hypothetical market. The expression "if sold” does not contemplate actual
sale or actual state of market. The expression open market does not contemplate a purely hypotheti-
cal market exempt from restriction imposed by law. The fair market value excludes sentimental value
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the seller or to the buyer and also the expenses incurred on advertisement, brokerage, stamp duty,
commission etc. for affecting the sale transaction.

POTENTIAL VALUE:

This is the inherent value in the property which is realised when the property is developed in its
most advantageous manner. For example, land on outskirts of a town possesses building potential.
Similarly, an under-developed property possesses value which can be realised by fully developing the

property.

SALVAGE VALUE:

This term is mainly used in case of plant and machinery. It is the value of an asset realised on
sale after it has outlived its useful span of life but has not yet become useless. In other words, it is the
amount realised,over and above the cost of its removal.

SCRAP VALUE / RESIDUAL VALUE:

[t is the value which is realised when Lhe property becomes absolutely useless except for sale as
Junk. In other words, this is the value of old matenals less cost of demolition. It is also known as
residual value. This value depends upon type of structure and quantities of useful materials which can
be obtained on its demolition.

REVERSIONARY VALUE OQF LAND:

The valuation on yield basis {except for yield in perpetuity) has got two main components,
namely (a) Capitalised value of present rights to receive future income. {(b) Present worth of sale
proceeds of an open plot at the expiry of a specified period. Price paid for a property purchases not
only the present rights to receive future income but also purchases the reversion to free land. The
capitalised value of net annual income in case of a rented out property will be for a estimated future
life of the building and thereafter the owner will have the open plot of Tand without structure standing
there on. This is known as Reversion to tand. Reversion means right to repossess the property at the
end of term granted to the tenant or the lessee or it can be said that the property comes back to the
person who granted it to someone after the specified term of grant 15 over

Reversionary value of land should be considered in valuation of a property, where the remain-
ing life period of the structure is fifteen years or less,
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| CHAPTER-5 '

METHODS OF VALUATION

Valuation should be realistic depending on the nature of property, its use, potential and all other

characteristics.

A valuer of land and building needs the knowledge of

L Purpose, time and place of valuation.
U Laws relating to valuation.
U Building industry including method of construction, structural arrangements,
specifications, type of foundations, finishing and services provided etc.
QO  Plant and machinaries instalied.
The following methods are usually followed:
A) For deicrmination of cost of construction of a building,
&  Accounts method.
¢ Plinth Area Rate and Cost Index method.
# Detailed or item wise method.
#&  Material and labour contract method.
B) For determination of Fair Market value of the property.
»  Comparable sale method.
#  Land and building method.
* Rent capitalisation method.
#  Development method.
L

Combination of more than one method for partly owner occupied and partly
tenanted property.
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COST OF CONSTRUCTION

Accounts Method:

If the assessee has maintained proper books of accounts wherein all details are correctly mentioned
duly supported by authentic vouchers and no defects are pointed out and the books are not rejected
then the figures shown therein have to be followed for determining the cost. If the assessee has
produced less vouchers for some of the materials, the same 15 estimated and added at the market
rates. Similarly, the quantum of labour payment is assessed and if the assessee has maintained proper
account, the total cost is worked out on the basis of details produced by him.

Plinth Area Rates and Cost Index method:-

This 1s 2 commonly used method for determining the cost of a building by comparing with the
known cost of a building. The cost of a building inter alia depends on the major factors- {i) the area
and specification of the building, (ii) the cost of materials and labour.

The known cost of a completed building (Standard building) is divided by its phinth area to
arrive at the Plinth Area Rate (PAR). For determining the basic cost of a similar building its plinth area
is multiplied by the PAR. The extra cost involved in providing richer specifications compared to the
standard building, whose plinth area rate was determined, is added to the basic cost 1o arrive at the
completion cost. These are usually termed as extra items. For instance, if PAR was determined for a
building with a cement concrete flooring then for determining the cost of a building with marble
flooring, the additional cost involved in flooring is to be added. There are instances where the additional
cost due to nicher specifications is more than the basic cost arrived by multiplying the plinth area by
the PAR.

The plinth area rates with reference to base 100 as on 1-1-92 for the type of structure/specification,
amenities and rules for working out plinth area are given in Annexure-3.

The plinth area rates as on 1-6-86 based on DSR 1985 for Food Grain Godown for the type of
structure, foundation and specification are given in Annexure-4. These may be adopted for valuation
of industrial sheds with suitable adjustments for variations in the construction items/ specifications.
The pro forma for calculation of cost index for food grain godowns is given in Annexure 4A

The plinth area rates, the unit rates for additional items & for richer specifications and the
percentage for services as fixed by DG{W) CPWD are based on detailed analysis of large number of
completed works, and should not be suo mote reduced or altered in normal situation, without detailed
justification,

The ratio of the cost of different labour and building materials like brick, sand, agaregate
reinforcement etc. to the total cost is known as the weightage. Thus to arrive at the cost of construction
of a building at a place, at a particular time it is essential to know the prevailing cost of materials and
labour at that time and their weightages and compare it with the rates of materials and labour adopted
in determining the standard plinth area rates.
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Guidelines for calculation of Building Cost Index with base 100 as on 1-1-92 are given in
Annexure-5.

Further, the above Cost Index so worked out can be checked by adopting the rate of purchase
of matenials by assessee, after checking their correctness and market rates of labour which should net
be less than the minimum fair wages fixed by government.

Savings if any claimed by the assessee in labour rates can be assessed and considered in arriving
at the cost of construction,

Every DVO should indentify the places where CI is likely to be required with in his jurisdiction
and keep a record of the Cost Index as on st June of all such places.

The C.1 at a time should be calculated by interpolation of the previous and subsequent Cost
Indexes. Otherwise C.I. should be determined by extrapolation of the immediately preceding two
cost indices, but should not be executed beyond two years from the last approved Cost Index. VOs
and AVOs should get approval of DVO before adopting cost indices not approved by CPWD for

uniformity.

Extra item:

Mainly the ttems of flooring, ceiling, internal and external finishing of walls, deors,
windows,cupboards, costly sanitary & water supply fittings and electrical installation etc. are to be
accounted for in the cost adjustment. One method is to analyse each item by considering the amount
of different materials, labour and T & P involved and considering their prevalent market rates. Other
method 18 10 account for the cost for the materials involved and the finished rate of labour.

Detailed or item wise method:

In thus method the quantities of all items of work are separately caleulated. Thereafter their
rates are determined and the cost is arrived at.

This method is applicable only when the detailed construction drawings or completion drawings
are available and able to check the structural derails submitted by the assessee and find them to be in
order with requirements  Standard schedule of rates for the relevant period if available are to be
followed after checking the veracity of the rates For non-schedule items either method of determining
extra items as deseribed in previous chapter be followed.

Wherever possible with availability of working drawings and other details item wise method
may be given preference over other methods subject to above conditions. Updated local PWD Schedule
of rates after checking the veracity of the rates can be followed equally like the CPWD Schedule of
rates where specificalion & mode of measurement of the schedule matches with the item of work.

Materials and labour contract method:

In this method the owner arranges for materials partly or fully. Work is executed by labour
contract which may include supply of material not supplid by the owner. Labour contract may include
execution of all items of work or separate contracts be given for main structure, water supply, sanitary,
electrical wiring, electrical fitting, Mooring, wood work, steel work ete
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For adopting tius method valuation officer should find out the cost of all required materials
provided by the assessee and the amount of work done by the labour contract. If contractor has
provided any material then its cost should be accounted for. Copies of the labour contract should be
obtained. The standard parameters like builder's effort, consultancy charges, supervision charges etc.
may be considered.

FAIR MARKET VALUE

Comparable Sale method:

FOR BUILT UP PROPERTIES (FLATS/SHOPS/QFFICE) IN APARTMENTS AND
M.S. BUILDINGS:

The comparable sale method for valuation of properties like Flat/Shops/Offices in Apartments/
Multistoried buildings can be adopted. The sale instances should be noted and tabled in the same
manner as that of plots.

SALE INSTANCES FOR BUILT UP PROPERTIES:

S No. Deserip- Builtup  Datcof  Arcaof FSI/FAR  Land  Appa- MNamcof  Rep.

tionof  Arcain Sale/ the ofthcplot  appur-  rent Sellers Na,
property  Sgm, Transfer plot lenant  consi- and and
toflat  dera- purchaser authonty
tion
t 2 3 4 3 ¢ 7 8 Y L]

For making the rates of built-up properties most comparable with the property under consider-
ation the following factors should be adjusted.

%+ Location

%+ Situation

S Area

% Floor Disposition
<+ Specifications

*  Facilities/Services
% Time-gap

= Status (Lease hold or Freehold)
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Suitable and proper adjustment should be made to make the rate for built up properties fully
comparable with the property.

Floor Disposition:

Fair Market Value of Residential flat/ Commercial premises should be determined by giving
weightage for floor disposition in multi storey building as follows in general.

. Basement
{a) Used for storage purpose 0.50 A
{b) Used otherwise 075 Ato 0.90- A
2. Ground floor/Ist & Mezanine floors A
3 2nd to 5th floor 095 A
4 &th to 9th floor 0.90 A
5 oth floor and above 0.85A

A is the average

unit cost of a flat/ Commercial premises.

Floor disposition factor for each place be considered after checking the local practice.

Land and butlding method:

As the name indicates. in this method the value of land is added to the value of structure to
arrive at the fair market vatue of the property. The method is generally adopted in the following

situations: -

Land value ;

In the case of self occupied property.

In the case of property partly self occupied (i.e. more than 60%]) and balance
tenanted.

In the case where it is not possible to obtain fair and maintainable rent,

In case where there is no direct evidence of rent such as schools and hospitals
etc.

In the case where the property is not fully developed, or the return from the
property is not commercial.

The tand value is to be determined by comparable sale instance which are to be identified and
then factors of adjustment/influence are to be applied. Sale instance register should be maintained in
DVO/VO's office as per Annexure-6.
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Identification of comparable Sales:

It should be genuine and should not be forced, and fancy, sale: Auction sale instances or the
sales cleared by the Appropniate Autherities should be given preference.

[t should be proximate from situatton angle. The order of preference should be given to:
—  Sale of the adjacent land.
— Sale of the land in the same locality.

— 3Sale of the land in the neighbourhood or adjoining localities.

It should be proximate from time angle. Sale instances nearer to the Valuation date should be
preferred and in no case sale instances older than 2 to 3 years should be adopted unless there is a
justtfication for it

The sale instances of the dates after the date of valuation can also be considered, provided there
Is no sharp and speculative rise in the prices after the valuation date. In this situation also the proxirmity
of time should be preferred.

The sale instances of the period prior to and alter the valuation date can also be considered
together if they are proximate in time. In such a case the rise/fall in price with the passage of time can
be ascertained very accurately.

The number of sale instances should preferably be three or more. After discussing the pros and
cons of each comparable sale in respect of physical, legal, economical and functional with subject
property a fair and reasonable rate be adopted.

Factors of Adjustment:

Two properties cannot be identical. They may not possess similar advantage & disadvantage.
All such factors of adjustment/influence affecting land rates are to be considered. The main factors
are:-

*  Location & Situation ; The lands rate increases with the degree of develop-
ment and the situation of the property like in commerical or residential zones,
nearness to roads, proximity to civic amenities, transport facilities, corner plots
etc. As there s no fixed percentage for these factors so the (+) or {-) percent-
age 1s to be decided judiciously. An allowance to the extent of +/ -15% may be
made on this account. For corner plots an additional adjustment upto 5% may
be made depending upon the width of return frontage.

*  Time-gap: Generally the price of land increases with passage of time. To as-
certain the price rise more accurately sale instances of the dates prior to and
after the date of valuation should be selected and should be brought at par with
property under valuation by applying all other factors of adjustment except for
time gap. The difference in rate so arrived divided by the time pap will give the
rate of price increase around the valuation date. Addition of this price rise 1o
the rate of past sale will give the land rate on valuation date. If no such sale
mstances are available then the price rise should be considered keeping in tune
with the rate of inflation.
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Shape: A plot of rectangular shape fetches more value than the plot of irregu-
lar shape. An adjustment factor +-5% can be applied depending upon the ir-
regularity in shape and frontage of the plot that affect the layout of the building
and general architectural planning.

Size: In general large plots fetch less unit price due to less number of buyers.
Though there 1s no fixed percentage for this factor, however due to availability
of less number of buyers for large size plots +/-5% can be considered reason-
able In places where devetopers are active and there is demand for flats, large
plots fetch higher value than smaller plots. This point also should be kept in
view while deciding reductionfincrease due to large size of plots. Sometimes it
is not possible to have sale instances of larger size of plots and the sale in-
stances available are of very small size developed plot. In such a situation the
price of small developed plot can not be directly applied

The value of large tracts of land can be determined from the sale instance of
the small piot provided the large tract of land is nipe for use for bulding pur-
poses, that the building plots that could be laid out on the land would be good
selling propositions and that the valuation on the basis of hypothetical layout
with justification be adopted. In such a case necessary deduction for the cost
of land required for the formation of roads, drains, sewer water supply and
electricity lines and the interest on outlays for a period of defenment of realisation
of the price, the profits on the venture etc. are to be made. The total cost of
such deductions vary from 25% to 50% and should be determined judiciously.
For this purpose Development method given in this chapter may be resorted
to.

Consideration should be given Lo local bye-laws. Where mult storeyed
building is admissible on a plot say having minimum 1300 sqm. area, it may be
maore valuable than smaller size plot due to higher FSIFAR pernmissible.

FAR: The market value of plot increases with the increase in the Floor Area
Ratio (FAR) or Floar Space Index (FSI). But this increase is not proportional
Effort should be made to adopt sale instances of the same FAR/FSI or the sale
instances of the FAR/FSI next above/ below to the FAR of the plot under
valuation. In case, if sale instances of same or next above/below FAR are not
available the adjustment in rates for FAR/FSI should be made as under if there
are no other evidences

FAR/FSI Rate
Additional 0.5 40% of basic rate.
Next 0.5 35%
MNext 0.5 30%
Mext 035 25%
Mext E5 45%

For figures of FAR/FSI in between, the varation m rates may be interpolated.

*

Side Open: The plots having more sides open, fetch morerates An adjustment
of +3% for each additional open side or vice-versa is consdidered reasonable.

-
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Co-gwnership. undivided share, rights & Interest: The undivided share, nghts
& interest are less attractive to the prudent byers on account of absence of
absolute ownership, limited control, expenses of partition suits, meeting of minds
on a number of problems connected with maintenance, management and
development. As such a discount of 5% to 12.5% depending upen the number of
co-owners and their relationship can be given.

Land Tenure: The leasehold land fetches less price as compared to free hold
land due to the number of restrictions imposed n lease deed. An adjustment
factor +/-25% is to be applied for working out the land rate of free hold plot
from the sale instance of lease hold plot and vice-versa.

Encumbrance: Land which is encumbered by unauthorised occupationfen-
croachment will have depressed value on account of ktigation for eviction Land
value for the portion encumbered maybe deferred for reasonable period to allow
for depressing effect to the extent of 30%. The bonafides of unauthorised oceu-
pation /encroachment should, however, be checked by Valuation Officer before
allowing this adjustment.

Unearned increase: If the property under valuation happens to be a lease hold
plot then a certain percentage, as specified in the lease deed {or uncarned in-
crease {current market rate less premium paid) is also to be deducted from the
land value. In such cases, however, it should be ensured that if the sale instance
considered is also lease hold, then it should be first converted into free hold by
applying an adjustment factor of (+) 25%, in addition to other {actors of adjust-
ment.

Tmpact of Statutory Restrictions: The main aim of statutory restrictions 15 to
restrict the right of the landlords to enjoy their properties and equitable distribu-
tion of land at nominal rates for mass scale housing for urban poer. One of such
legislation is Urban Land (Ceiling & Regulation) Act 1976 which came inta
existence on 17.2.76. Before proceedings to evaluate the lands attracting provi-
sion of ULC Act 1976, Valuation Officer should call for the statement filed u/s
6(1) and also the draft statement issued by the competent authority u/s 8(3) of
the Act. Wherever assessee has filed objection against draft statement 15sued v/
5 8(3) or the final statement has been 1ssued under section (9) the same maybe
considered on merit. The properties falling within the purview of UL (C&R)
Act, "1976, normally fall in one of the following categories.

L. Cases where almost no acquisition proceedings have been initiated by the
Govt.

ii. Cases where acquisition proceedings have been imitiated but it 1s not clear
whether Govt. is definitely likely to acquire the property even after lapse of
several years beyond 1976

iii, Cases where the assessee had applied for exemption under section 20 ol the
UL ({C&R) Act, 1976 and decision of the Gowvt. 15 awaited.

v Cases where acquisition proceedings are in advance siage and the intention
of the Govt. 1o acquire the property is indicated or in cases where notice
under section 101} & 10(3) or UL {C&R) Act 1976 have been issued by the
Govt.



Mere declaration of land surplus under Urban land (Ceiling & Regulation} Act 1976, does not
deprive the land lord from his rights, title and interest in the excess vacant land. Those will not be
extinguished till the date of publication of notification under section 10(3) of UL (C&R) Act, 1976, 10
acquire the excess land being valued on the basis of rate contained in section 111} of UL (C&R) Act
1976. As such the cases falling under the categonies (i) & (ii) above are not to be valued at the rates
contained in section 11 {i) of the Act but to be valued at the market rates.

As regards category (iii}, it may be assumed that exemption will be given. The time interval
between the date of valuation and the date of completion of the group housing after completion of all
the formalities by the local bodies, 15 to be estimated and the value be deferred for such time period at
appropriate rate of interest P.A.

As regards category (iv) the excess vacant land is to be valued at the rate contained in section
i1 (i) of the Act.

In cases where sanction u/s 21 is obtained, the rate to be applied shall be the ceiling rate permis-
sible for scheme u/s 21 of the Act wherever specified. No deferment is to be allowed in such cases.

*  Other factors: Apart from the adjustment factors described in the foregoing
paragraphs, if there are other factors affecting the price of property such as
defect in title, mode of payment etc. these should also be constdered.

*  Value of Building: The fair market value of the building on a valuation date is
its cost of reproduction on the date minus the depreciation from the date of
completion of the building to the date of its valuation.

Methods for determination of cost of reproduction {construction} of a building have aiready
been explained.

*  Depreciation: With the passage of time, the value of building decreases and
after econonic life of the building, its value becomes equal 10 its salvage value
which is generally taken as 10% of the value of the building. The economic hife
of the building depends upon its type of construetion. The depreciation can be
worked out by any one of the three methods indicated below. Generally the
first method which is simplest among the three methods is followed. The clas-
sification of structures with expected physical life, residual value and annual
depreciation are given in Anpexure-7.

*  Straight Line Method:

Depreciation per annum = Cost of reproduction - Salvage value
Life of the building

As the salvage value is taken 10% of the cost of reproduction.

So depreciation per annum = 0.90 » Cost of reproduction
Life of the building
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When new construction is added to an old construction, depreciation can be arrived at in three
ways. Taking an example of ground floor constructed in 1950 and first floor during 1970, deprecia-
tion required is as on 1980:-

|. Depreciation = 30 % 90% = 45%
60

2. Depreciation = 10 = 90% = 15%
60

3. Deprecialion = 20 = 90% = 30%
60

In the first approach, the depreciation has been allowed by considering that first floor cannot
stand beyond the expected future life of the gound floor. In the second approach it is presumed that
any prudent owner would suitably strengthen the existing building {Ground floor) so as to prolong its
life to the full expected life of the normal construction. In the third approach the year of construction
is considered as a mid point of 1950 and 1970 so as to nullify the positive side of the | st approach and
the negative side of the second approach.

An outline sketch of depreciation has been cited in Mulyam 4.4, As mentioned therein, the use
of depreciation depends upon the method of valuation taken up on hand. The lump sum deduction lor
depreciation can be used in cost approach method.

Depreciation is reflected in the form of annual recurring amount over the economic life of the
improvements while adopting income approach/rent capitalisation method.

# Sinking Fund Method:

A sinking fund is an amount set aside every year and invested at compound intérest so that on
expiry of economic life one gets the cost of building less salvage value. Annual sinking fund to
provide Re. 1 in'n' years.

A= P where
{(1+p)y-1 A= Sinking Fund

P = Rate of intorest = ] -

Amouunt of Be. | in n vears

* Written Down value or Equal percentage or declining Balance Method.

In this method the rate of depreciation remains constant and it is given:

D=1- [‘L‘-} e
v

where
[ = Annual rate of depreciation

Vo = Onginal cost



Vs = Salvage value

n = Life of the building.

Rent Capitalisation Method:

This method is generally resorted to in the following situations:-

— Incase the land is fully developed i.e. it has been put to full use legally permissible and
economically justifiable and the income out of the property is normal commerical and
not a controlled return or a return depreciated on account of special circumstances.

—— In the case of fully tenanted property and statutory control of terms and conditions of
tenancy.

— In the case of a property small portion of which is self occupied and balance large
portion is tenanted.

— [Inthe case of commercial establishment like cinemas and hotels, if the building is given
on outright lease/rental basis and rent fetched is reasonable.

The rent which is fundamental ingredient of rent capitalisation method is net maintainable rent
after taking out outgoings from gross maintainable rent. The other ingredient of this method is vear's
purchase or rate of capitalisation. Thus to determine the fair market value of the property gross
income per annum is to be determined. From this income ail the outgoings which are essential to be
incurred for maintenance are to be deducted to find out the net maintainable rent or annual letting
value. The annual letting value multiplied by year's purchase gives the fair market value of the propenty

Gross Maintainable Rent:

~— In case of rented building attracted by Rent Contral Act, the actual rent received or
receivable should be adopied.

— In case of newly rented building, the actual rent if it is nearly equal to the fair and
normal market rent prevailing in that area he adopted.

— In case the rent fixed at a lower level deliberately by collusion by letting out to near
relations or subsidiary concerned, the prevailing market rent should be adopted. The
reasons should be recorded in the report.

— Incase of partly self occupied building, where rent capitalisation method is resorted to.
the rent for self occupied should be equal to prevailing market rent,

— Incase of commerical building, prevailing market rent in the tacality should be adopted.

— In case the Rent Contral Act is applicable, the rent should not exceed the standard
Rent, whether fixed or not.



— In case where the property is let throughout the year ending on the valuation date the
gross annual maintainable rent shall be the rent received or receivable as indicated in
para {a) to (f) above in respect of such year.

— In case where the property is let for only a part of the previous year (year ending
valuation date), the gross annual maintainable rent

= 12 months = Rent received during tenancy period

tenancy period

— In the gross annual rent the following amounts should also be included:

i) Interest on deposils not being advance payment towards the rent for a period
of 3 months or less @ 15% P.A. of the amounts of deposits outstanding from
month to month basis for the period (excluding part of’'a month) during which
deposit was held by the owner in previous year. If the owner paid interest on
such deposit, the amount of interest paid by owner be deducted from the amount
of interest calculated @ 15% P A

ii) The amount of premium divided by the number of years of lease period, if the
owner received premium for leasing out the property.

i) The value of benefits or perquisite whether cenvertible into money or not,
derived by the owner as consideration for leasing of the property of any modi-
fication of the terms of lease.

Qutgoings:

Only those outgaings which are actually paid or payable by the assessee will qualify for deduc-

tion from the gross maintainabie annual rent.

1.

Municipal taxes: The amount of taxes as actually levied or leviable by the municipalities

should be considered for deduction.

Repairs and maintenance Charges: The vearly expenses incurred by the asscssee for re-

pair and maintenance or as per stipulated condition in the rent agreement should be de-
ducted. Normally, 1/12 of gross annual rent should be considered for deduction as outgoings
for repairs and maintenance.

Ground Rent: Actual ground rent paid in the case of lease hold properties.

Insurance Cover: The actual amount paid by the assessee for the insurance for the safety of

building only limited to the scale laid down by Fire and General Insurance Rules.

Management & Collection charges: This will vary depending upon the number of tenants,

legal disputes in collecting the rent, If there is only one tenant or the building is under occu-
pation of the Govt. or Public Sector undertaking only 2% should be adopted. Inany case not
more than 6% deduction is to be made on this account.
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Service Charges: Expenditure actually incurred by the assessee for sweeper, chowkidar, lift

man, pump man, electrical energy for common light point etc. may be allowed subject to
scrutiny of the reasonableness of the claim.

Sinking Fund: Deductions for sinking fund for equipments and machinery installed in

cinemas, hotels and factories etc. may be allowed. No sinking fund is to be allowed for building.

1. RATE OF CAPITALISATIONZ

1.1 When a property is valued with reference to the income realised from it, the basic

relationship is expressed by

V=1, where
R

¥ = Present worth of future night to income.

[ = Net operating income, before providing for interest on the investment and amortization
payments on the investment.

R = Rate of capitalisation, a summation of the rate of interest plus the rate of amortization {i+r),

Amortization means extinguishing a debt, usually by means of sinking fund. The definition of T

above properly observed, will prevent the inclusion of interest on capital and sinking fund as 'out-
goings' from the gross income.

1.2 'R, the Rate of Capitalisation represents the total property rate at which a fair
return on and of the investment is anticipated. The 'on’ part (i) is the Interest on
Capital, while the “of™ part (r) is the sinking fund element. Land by itself is
indestructible and does not call for the "of" part when it 15 considered along,
Improvements and land (structures) have fimte lives, have to be replaced by
new ones and, therefore, call for the ‘of part of sinking fund.

1.3 For a defined amount of sinking fund, R the Rate of Capitalisation will depend
on 't and ', the Rate of Interest. This rate is often the subject of dispute. It is,
therefore, necessary to understand the background of it.

2, WHAT IS INTEREST?

t-d
B

2.2

Natural Resources (termed as and including 'Land’} and Human Labour are the Primary
Factors of Production. Production covers everything including properties. Capital goods
produced by the economic system itself constitute the Intermediate Factor. They are both
outputs and inputs of the system, They can be rented out. The rental yield derived from the
capital goods tn 'Interest’ - a percentage { and hence a pure number) of the money value of

these goads.

The Intermediate Factor is a product of the round aboul processes, which take time to get
started and completed and a mere productive than direct processes. The capital goods alse

depreciate After allowing for all depreciation requirements, capital has a net productivity -
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'the real interest yield'. However, no Society can take unlimited advantage of the opportunity
to get more production by round about processes because it would have to cut down on
present consumption to speed up capital's rate of growth and future consumption

3. WHAT DETERMINES INTEREST?

31 Interest, the yield {or price) of capital, is subject to the laws of demand and supply. As Society
transfers more resources from current consumption, more capital {zoods) becomes available
projects with longer life and lesser yield or lesser net-productivity come to be taken up.

3.2 This means that interest level is determined by interaction between two factors:

I.  people's impatience to consume now rather than accumulate more capital goods for
future consumption: and,

2. Investment opportunities that exist to procure higher or lower net productive from
such capital accumulated.

The first factor limits the growth rates of capital and its attained size The second 1ells what
interest can be earned as we have various amounts of diverse capital goods. The fundamental propo-
sition is:

Saciefy can exchange present consnmption of goods for future consunption of
goods of o frade of rete depicted by the rate of interest.

WHAT IS 'INTEREST RATE':

3.3 As capital goods are of diverse nature, at any time there is a whole spread of interest
rates for ventures of different risks and whole spread will move up or down When the
pure riskless rate of interest changes. This takes up to the defintion of Interest Rate

The market rate of interest is that percentage return per year.

Which has to be paid on any safe loan of money, which has to be vielded by any safe bond or
other security; and.

Which has to be earned on the value of any capital asset (such as a machine, a hotel building, a
patent right).

In any competitive marker where there are no risks or where all risk factors have already been
taken care of by special premium payments to protect against any risks.

4. WHAT DECIDES THE INTEREST RATE?

4.1 It is people in society that consume less to-day and save their earnings The bulk of
evidence suggests that the level of interest rates tends ta cancel out of consumption
and saving decisions, even though a rise in the rate paid by one savings bank may bring
it more business because people will tend to transfer their assets to it, without their
having altered consumption one bit. Economic principles alone cannot aive an insight
into the savings process
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4.4

4.5

Consumption lending is to-day less important than productive investment lending; there-
fore, productive investment primarily determines the behaviour of interest rates.

With the universal system of Centralised Banks, the Government is also an impertant
determinant of investment and interest rates. This, it does through its policies of supply
of money in the market (monetary measures} and taxation (fiscal measures).

All economic development induces a rise in prices, The 'real interest rate” is the 'money
interest rate’ minus ‘the percentage price nse'. As people come to anticipate a sieady
rate of inflation, they build into the interest rate, an allowance for the inflation.

Every assset is capitalised at the present discounted value of all 1ts future net receipts.
Decisions on the wide-ranging investments would be made to maximise the present
discounted value. This obviously is governed by the type and durability of investment.

The Feonomic principles have been summarised from
Nobel-lawreare Pand Sansielson's "Foononmics” 10th dition.
W mny see funv they apply fo fmmenalble properfics

5. WHAT RATE FOR PROPERTIES?

In "Valuation of Real Estate’ Alfred Ring explains;

“The interest Rate as a composite annual return per doblar of investment 15 influence by the
following market forces.

LA ]

Led

Rate of government bonds on guaranteed bank deposits,

Burden of management of cost of maintaining the investment, including book-keeping,
collecting, inspection etc.

Relative liquidity of the investment for conversion into cash.

Risk of 1oss of income and investment due to compelition or operation or economic
forces.

"Although it 15 theoretically possible to build up a rate of interest by independent con-
sideration of the economic forces which make up the rate as a compasite whaole in
practice reliance must be placed on market operations".

So, the sum and substance of it is that the rate of interest has to be based on the reality

operating in the concerned markets. At the same time, the components and factors
affecting the interest rate have to be given due consideration.
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6. CAN WE COMPARE IMMOVABLE WITH OTHER PROPERTIES?

As Mitra's 'Legal Dictionary' defines

‘Capitalised value means the capital valiwe of an asset based on its cirrent earning
power in refation to the expected rate of retiven frum that rype of assed.

It 15 clear that we have to select a rate which is applicable to the given type of property and not
the others which may be ruling in the market for other types of properties, savings or investments. It
will also be necessary to consider the nature of capital in the property whether its purpose is con-
sumption, earnings or mixed. [t is easily seen that building properties occupy one of the lowest rungs
on the ladder of investments, They more or less represent projects with lesser net productivity. The
reason is not far to seek. Next to food, shelter is a primary need, to be satisfied irrespective of what
alternative gains can be had. This applies not only to residences but also to commercial and industrial
buildings which form the starting point of most business. This type of property, therefore, occupies a
borderline position between consumption saving and investment It cannot be expected to obey the
laws relating to any one of them. This also leads us to the corellary that the 'expected return, from
immovable properties would normally be in the minimum retuns range. There are other reasons for
this also.

7. RELATION WITH LONG TERM SECURITIES OF BANK RATES:

7.1 The rates of interest on Long term Government Securities (the so-called gilt-edged
securities) are often the lowest for the very reasons that they are long-term. Short-term rises in
interest rates of Bank deposits reflect temporary phases. When they are used as tools for combating
inflation they do not have direct relationship with the retuns from investment. In fact their use as tool
is itself a means to secure an evening out of the fluctuation in the interest rates,

7 Built-up properties resemble the long term securities in the span of their lives. In spite
of depreciation they maintain their value to a great extent. Their security (based on their permanence)
15 as good as that of the Long Term Government loans,

1.3 The security or absence of risk in nationalised banks may be considered similar but in
rmany other coints, Deposits in Banks cannol be compared with immovable properties.

First: The nature of the deposits They are savings in simple and pure, and not invest-
ments. They do not enable "consumption’ as building properties do. The distinction is
fine but certain.

Second: The Bank rates are uniform all over the country. Not so the return from
properties which may be different in different localities.

Third: Long term deposits with banks have reduced liquidity. One cannot withdraw
the amount without foregoing part of the interest-nor can one borrow a loan against
the deposit without paying additional interest. The most liquid deposits in a Bank are
the savings bank deposits and they carry a much lower rate of interest.

Fourth: Deposits with Banks do not provide any hedge against inflation. The ‘real
interest rate' is less than the 'money interest rate' when prices rise, inflation grows and
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real money values go down. For properties, the case is ditfferent. Their value, often
grows with the rise in prices, in spite of depreciation. One of the main incentives for
investing in built up properties is their capacity to provide the hedge against inflation

8. WHAT IS5 THE '"EXPECTED RETURN'?

The motives behind putting up a property are of a mixed character. But one thing is certain-
when such a property is put up, it is done with full knowledge of the fact that the returns are likely to
be low. One of the indications is the Rent Control Acts. They specify the fair rents as percentage of
the capital cost of the building and land. These percentages are lower than the current rates on Bank
deposits. Further, these are gross returns-and if allowance is made for the out-goings, it would be
lesser still. Those who argue for adoption of high capitalisation rate also plead for adopting the low
(legal) returns likely to be obtained from the properties thus trying to take advantage both ways.

9. COMPARE THE RETURN FROM SHARES?

9.1 Shares of an industrial or commercial concern are an ivestment of a different type
altogether; therefore, their returns, even if they were regular, could not be compared with returns
trom building properties. These returns from shares do not follow a set pattern either depending on
the general out look for business and the fortunes of a particular industry, the returns may be high or
low. Over a long period comparable (o the life of a building property, the average return may not be
as high as it is shown over a small period.

92 Preference shares do carry a stipulation that dividend on them must be paid at speci-
fied rates. What is the reality? "The annual average proportion of companies skipping preference
dividend was 18 percent in 1961-66 and 28 per cent in the sense that equities have a better alternative
to Preference Shares". This i« the finding of a study made by the Economic Department of the Re-
serve Bank of india. This needs no more comment - the uncertainties ofincome even from Preference
shares are laid bare.

10. EFFECT ON CONSTRUCTIONS?

10.1 There 15 a stock argument against a lower interest rate-namely, that in the absence of
a high return, there will be no investment in properties. In valuation we deal with the state of affairs as
It exitst - not as it should be. But, even otherwise, there is no evidence to prove the point. On account
of their special nature, Building Properties do behave differently from the rest of the market. The
Nobel laureate Kyznets has shown that the 'Building Cycle' (periods of intense and poor building
construction) has a length of 17 to 18 vears or almost twice the major business cycle which affects all
business. It is enough for us to see that high activity in construction is not necessarily and directly
dependent on the market conditions even in an unfettered economy like that of America. In a country
like ours where Building properties are considered as one avenue for investments of unearned in-
come, the generalised argument about the interest rate affecting building construction, can be much
less effective.

11. CONCLUSION:

* The rate of interest and so the rate of Capitalisation depend on a number of factors
tangible and intangible.
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There 15 a whole array of investments and different types of investments will yield
different rates of interest.

Immevable Properties are unique in many respects and have their own rate(s) of inter-
esl.

The rate can be justifiably related to the vield from long term securities rather than to
other savings and investments. It does not necessarily affect the volume of construcrtion.
It can be reasoned out figure based on the particular situation.

Reversionary value of land should be added where the remaining life period of struc-
ture 15 15 years or less.

Development Method;

This method of valuation of large extent of land 15 adopted in the following situations

When the comparable sales of large tracts are not available but sales of small plot are
available.

When the land is ripe for use for building purpose i.e. it possesses necessary potentiali-
tes for urban use

The complete procedure to determine the fair market value of the large tracts of land, under this
method can be divided into the following steps.

Ascertain the demand for small plots in the area.

Determine the area of land required for development work as per municipal bye laws.
Deduct this area from the total area of the plot so as to ascertain the area available for
development of small size plots. By rough estimation it works aut to 20 to 25% of the
total area.

Determine the number of small plots which can be legally carved out from the large
tract of land with necessary provisions for infrastructure facilities.

Determine the cost of development works such as cost of construction of road as per
mumcipal specifications with street lizhts, cost of laving parks, underground drains,
water supply lines, sewer lines, electric lines & substation, earth filling or cutting, cross
drainage works and municipal taxes on open land. As the total amount of development
15 not paid 1o the contractor at the commencement of work so deferred for half of the
period of construction at certain rate of interest say 10 to 12%. Let the deferred value
be {A).

Ascertain the total sale price of all the small plots of scheme on the valuation date from
the comparable sales of smalt developed plots. As all these small plot cannot be sold at
one time, 50 estimate the time of disposal of all the plots and defer the total sale price
for half of the period of the sald @ 10% to 12%. Let it be (B).

From the deferred sale price B deduct the following;

Present value of the cost of development deferred for half of the period of development
{A) along with architect or engineers fee for supervision and getting the scheme
approved
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— developer's profit and risk 15% of (B).

— The amount available after above deductions from (B) will represent the fair market
value of the large undeveloped plot on the date of valuation.

BELTING METHOD OF WORKING OUT LAND VALUE

The land value depends on frontage and depth of the plot. The frontage is the leagth of the land
along the road and the depth of the plot is perpendicular to the Road. As the depth increases. the land
value reduces. In urban arcas, where commercial activities are predominant, the land value abutting
the road will be higher as compared to the land away from the road. The valuation of the land by
considering different strips is called Belting method. The depth of each belt varies from one locality to
another locality in the same city and naturally, it varies from one city to another city alse. The depth
of strip is generally ascertained from the actual activities in similar areas. In some cities, the first belt
may have the depth of about 80 to 100R. Generally, the valuation of the tirst belt if taken as 100%, the
second belt is taken as 50% and the third belt is taken as 25%. While valuing by belting methad, the
zoning restrictions made by the Development Boards/Town Planming Authorities should be consid-
ered.

PROFIT METHOD:

In the case of Hotels, Motels, Cinemas, Public houses which falls under the category of the
Licensed premises, the FM.V. depends primarily on the earning capacity of the property The FM.V
of such properties i1s determined by applying profit method provided

The owner runs Hotel, Civema lnmself

— The owner gives Hotel or Cinerma on conducting agreement to a conductor.

The FM.V. of the property 1s determined by capitalising the net profit (70% tangible + 30%
intangible) at certain rate of interest. The net profits are obtained by deducting operating expenses,
owner's risk and other outgoings from the gross income. For example in the case of Cinema the
following steps are 10 be taken to determine its FM. V.

(zross Income {Excluding entertainment tax):

The gross income is estimated on the basis of full house capacity less normal vacancies multi-
plied by the number of shows in a year. The vacancies can be determined cither from the actual sale of
tickets details of which’are available with the owner. Thus the source of eross income are:

. Regular and morning shows,
Restaurantstea stalls.

Soda fountains.
Advertisement slides/films.

Show cases,

Any other incomes.

=
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As the gross income may not be consistent, so the gross income and expenses should be based
on the average of last 3 preceding years.

— Expenses: Operating expenses can be broadly classified:
— Entertainment tax if included in gross income,

— Total show tax

— Hire charges of new reels.

— Other taxes pertaining to cinema business,

— Crctroi, Freight charges.

— Publicity.

— Travelling expenses.

— Printing & Stationery.

—_ Salaries & Bonus, gratuity, provident fund, Welfare fund of staff
— Carbon electrodes.

— Telephone balls,

— Electricity bills.

— Postage & Telegram charges

— Insurance for building as well as plant & machinery.

— Repair & maintenance not exceeding 3% of building value.
— Ground rent, if any.

— Property tax.

- Sinking fund for furniture, equipment and plant & machinery.

Owner's risk & entreprencurship: 15% of gross income in the case the owner runs the cinema
himself or 15% of conducting charges received by the owner from the conductor less the owner's
liabilities such as repairs & maintenance, ground rent, Municipal taxes, collection charges etc., if any
bormne by the conductor,

Net Profit: The net income is worked out by deducting the expenses from the gross income.

Rate of capitalisation: The net profit is required 10 be divided into two parts.

— One due to land, building, furniture, equipment etc. called as tangible profits which is
generally 70 to 75% of the total profit and capitalised at an appropriate rate of interest.

= ther due to good will management, license called intangtble profit and generally taken
as 30 to 25% and is capitalised at a interest rate 2% higher than the rate of interest for
tangible profits.

Fair market Value:

The total of capitalised vatues of tangible and intangible will give fair market value of cinema.

LEEE L E
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| CHAPTER-6 '

PROCEDURE OF YVALUATION

— Cost of construction reference for [.T. Act.

—  Fair Market value reference for W.T.,, G.T. & CG. or purchase price of a property.

COST OF CONSTRUCTION

Reference for assessing the amount of investment made in a property is made by assessing
officers u/s 133(6) 1.T. Act, 1961 Reterence made u/s 55A & 142(2) of LT Act are also held valid.
The assessee is generalty charged u/s 69B of LT. Act i.e. unexplained investment. The onus to prove
that the investinent actually made is much higher than declared value rests with the revenue i.e. the
Valuation Ofticer. The difference between declared and estimated investment(if upheld) are taxed at
the highest rate of tax in addition to penal rate of interest and other penalties. The stake being high,
these cases therefore need to be handled with utmost eare and due diligence.

Valuation by assessing cost of construction will be valid only when the books of accounts or the
registered valuers report submitted by the assessee are not found acceptable for recorded reasons.

STANDARD FORMATS FOR REFERENCE TO VALUATION CELL:

It 15 advisable to have the reference made in the standard format as given at Annexure-8. In case
the informations in reference is inadequate then relevant required information should be asked from
the assessing officer Since this is an advisory reference, so long as details required in the Annexure-8
are made available and commission is issued the Valuation Officer may enter into reference
forthwith.

CALLING DOCUMENTS

Suggested list of documents to be called for from the assessee are given in Annexure-9. This
notice should be issued under registered cover with a specific time frame. Request for reasonable
extensions of time can be considered.

In case of time barring assessments, assessing officer should be requested to facilitate this
matter, In case of partial submission to remaining documents should be asked for from the assessee.
After receipt of relevant documents, notice of inspection be issued as per Annexure-10, preferably in
consultation with the assessee. The assessee should be asked to have his technical representative or
registered valuer, if any, available for joint measurement of the property to avoid dispute on this
account at a later date. At least two days notice in writing for inspection of the property to the
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assessee or with the consent o1 the person in charge of, or in occupation or in possession of such
property in accordance with powers conferred on Valuation Officers under section 38A of the WT
Act 1957, should be given.

Where the assessee does not cocperate in supplying imtormation or the notice are not received
by him, notices may be served through the assessing officer,

[f the assessee still does not respond, the date of inspection of the property may be fixed and
assessec issued a notice with a copy to assessing efficer requesting him to depute an inspector during
the inspection. In some cases assessce does not allow inspection even if inspector accompanies valu-
ation party. The possibility of taking up survey work of the property by the Assessing Officer may be
explored, during survey of the property the V.O can inspect and take measurements. In such cases
assessing officer should be asked to imvite penalty proceedings u/s 271 of LT, Act against the assessee
provided sufficient time is available before the reference becomes time barred. Otherwise valuation
should be done by visual observation and local enquiries. The fact should be clearly mentioned in the
valuation report.

Standard pro forma for issuc of commission is at Annexure-11.

INSPECTION OF PROPERTY;

RECORDING OF MEASUREMENTS & SPECIFICATIONS:

During inspection all measurements and specifications should be recorded in a register duly
numbered. The location and number of various items, fittings/ fixtures be clearly noted. Make or
manufacturers name may also be recorded whenever possible The measurements should also be got
signed by the assessee or his authorised representative. In case, no technical represeniative of the
assessee 15 present, the same should be recorded in the inspection note. In case, assessee intimates
that he wanted to call soine engineer but could not due to certain circumstances, then he may be given
some reasonable time to get the measurements and specifications reconciled failing which the mea-
surements and specifications recorded will be final and binding on him The idea is 10 avoid disputes
regarding measurements at a later date. Complete measurements as on the date of inspection should
be taken. Reductions/ deductions for works done after date of valuation should be allowed after
obtaiming written undertaking and verifying vouchers for works done after valuation date. Similarly
expenditure incurred by the Assessee up to the date of inspectiondlikely date of inspection should be
obtained even if relevant year's account may be unaudited.

Similarly detailed specifications of the building should also be recorded during inspection itself
The notes should be meticulous and unambiguous as these may be referred to during appeal stage a
few years later.

Inspection note

Some times assessee expresses ignorance about the deliberations made during inspection of the
property. To avoid this situation the action taken by assessee in accordance with the notices already
issued in regard to submission of documents, measurements of property, recording of specification
during inspection and the persons present for assessee’s side and department's side should be noted in
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the inspection note which should be signed by all persons present during the inspection of the prop-
erty; Particular mention should be made by Valuation Officers in regard to submission made by the
assessee for the balance information/documents yet to be submitted by the assessee 1t has been felt
that rather than asking the assessee to subimit the balance information/documents by a particular date
it is desirable the assessee should commit for balance documents/ information to be submitted by him
till a particular date. The following wording may be incorporated in the inspection note for proper
enforcement of submissions by assessee. "The assessee/his representative categorically intimated that
he will submit the balance documents/details by. .. failing which the valuation may be worked out
based on the data already available with Valuation Officer and that gathered during physical inspec-
tion of the property”. In case assessee refuses to commit a date by which balance records should be
submitted or does not submit even afler committing a date a final notice may be issued to the assessee
informing that valuation would be done ex parte in case of non-submission of decuments. The fact
that the assessee did not co-operate and submit the relevant documents should be recorded in the
valuation report.

Preparation of Valuation Reports.

Format of preparing valuation report are given in Annexure-12.

Comments on Registered Valuer's Report:

Whenever assessee submits valuation report of registered valuer, it should be scrutinized care-
fully. In case the report is not found acceptable then the deficiencies should be specitically recorded in
the pro forma included in Annexure 12 Without this the report of the registered valuer may get
precedence over the Valuation Officer's report before the assessing officer or in appeals. Proper
scrutiny of the registered valuer's report could be done after Valuation Otlicer has mspected the
property and completed his valuation.

In case report of registered valuer is not submitted by the assessee, the fact should be recorded
in the valuation report.

Comments on the accounts submitted by the assessee

Assessing Officer should reject the account of the assessee before making a reference, 1t is
,generally not done. Whenever assessee submits an account of the cost of construction, even partially.
it should be scrutinized in depth. In case the account is not acceptable then deficiencies should be
recorded. This would help the assessing officer to reject the account failing which the assessee may
get away with the plea that no defects had been pointed out in his detailed account before the assess-
ing officer or the appellate authority. For this scrutiny countable items should be recorded during
inspection and verified with the accounts of the assessee. This details is to be invariably attached with

the valuation report.

Photo copies of vouchers/ bills should be accepted only after venifying and scrutimising the
originals. Cash/credit memos clearly indicating sales tax numbers are genuine vouchers, Others are
only made up vouchers and thus have less authenticity. It is important to verify that all fixtures/
fittings provided in the property are supported both in the quantity and quality by the relevant bills/
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vouchers. This can be done by comparing measured! counted items vis-a-vis the bill/ vouchers pro-
duced. Short falts, if any, have to be added up. The valuation report should specifically bring out items
for which no bills/ vouchers are produced or where less bills/vouchers are produced

Few examples are given below:

—  Count number of electrical fittings, sanitary fittings and door/window fittings provided
and compare it with bills.

— If work done on labour rate contract, compares the areas paid for marble/granite/ tile
work vis-a-vis actually provided and shown in the bills/ vouchers.

— From RCC/ CC quantities, work out theoretical requirements of cement, steel, stone
aggregate & sand and compare with quantities as well as rates shown in bills/ vouchers.

— Comparison of flooring material purchased and actually used will be a good check.
— Take complete measurements of wood work and work out theoretical consumption

and compare with quantities shown in bills 1f assessee has bought logs then allowance
for wastage and log measurement as per local practice be made

Method of Valuation:

The valuation repart should have a note on method of valuation in simple terms and with leas
technicalities to enable the assessing officers and appellate authority to appreciate how valuation has
been done by the valuation officers.

Rebate on Self Supervision:

The phrase "Rebate for Self Supervision” 18, strictly speaking a misnomer The rebate in cost of
construction in Income Tax assessments is not given for not engaging any supervisor, but it 15 given
where the assessee saves on the middleman's profit. [n estimating the cost of constructions, cost of
supervision is not added even in case of the plinth area rates approved by the Central Government or
the State Governments and wherever, the assessee engages a supervisor tor supervising the work, the
cost of such supervision is included in overheads. Thus the question of allowing any rebate for literal
self supervision does not arse. Obviously, the question of allowing rebate tor self supervision arises
only where, the method adopted for estimating the cost of construction includes the middleman’s
profit {contractor’s profit). If the Cost of construction i1s worked out by adopting account method.
there is no question of allowing any rebate for sell supervision, as the element of middleman's profit
15 not included in working out the Cost. If the detailed estimate method 15 adopted in working out the
cost of construction, allowing rebate for self supervision depends on the rates adopted in estimating
the cost of construction. Some of the standard schedule of rates of the State Government do not
include the element of contractor's profit while working out the rates of individual completed iems
like concrele etc. The standard schedule of rates of A.P. does not include the element of contractor's
profit and overheads. Thus, while allowing the rebate, the analysis of rate adopted in estimating the
cost of construction has to be referred to. If the cost of construction 1s worked out based on the
plinth area method, rebate for self supervision is required o be allowed where plimh area rates

50



approved by CBDT are apphed as these rates are derived from the cost of several completed works,
which were executed through contractors and the rates included the element of contractor's profit.
However, where, the Registered Valuers work out the plinth area rates on their own, the allowance of
rebate again depends on the amount of contractor's profit included by them in waorking out the plinth
area rates. Thus, the allowance of rebate for self supervision is dependent on the method adopted for
estimating the cost of construction and method adopted for arriving the unit rate.

COuantum of rebate for self supervision:

Generally, the element of contractor's profit and overheads included i the analysis of rates is
10%. Out of this, 2.5% is towards overheads and every assessee {even il he is a contractor) has o
spend the same towards waich and ward, site supervision (Supervisor, Mastry, Mate, time keeper),
wear and tear of equipment, losses, investment charges) irrespective of the method adopted for con-
struction. Thus the saving an assessee can have by employing labour directly and purchasing materials
also directly, is a maximum of 7.5%. Thus, the maximum amount of rebate that can be given, where
the cost has been estimated by adopting plinth arca rates approved by CBDT 15 7.5%.

7. Rebate for self supervision allowable for different methods adopted in construction and different
metheds adopted in estimating the cost of construction is summarised below

Method of Consiruction  Method adopled for estimating % of rebate on
cost of construction sl supervision allowable
I. Direet Purchase Account methoed il

of material and engaging
labour on daily wages.
Detailed estimate method Depends on whether
contracior's profit
and overheads is in-
cluded in the rates or not
Generally, Nil.

Phnth area method 7 3%

adopting CPWD/CBDT Rates.
II. Dhirect Account method Nil
purchase of material but Detailed estimate method  Depends on whether
labour engaging through contractor's profit
labour contractor. and overheads 15 in-

cluded in the rates or not
Generally, Nil.

Plinth area method adopting 6%

CBDT rates.



II. work Account method Nil
executed through Detailed estimate method Nl
contractor. Plinth area method Nil
IV. wark Account methaod Nil
executed through Detailed estimate method 7 5% of the cost of
contractor but some materials supplied by
bulk materials supplied the assessee.
by assessee.
Plinth area method -do-

Builder’s eff

adopting CBDT rates.

ort:

This includes cost of preparation of drawings both architectural and structural and obtaining

approval from

local bodies, This would be upto 2% of the cost of construction if architectural super-

vision is also done by the architect or the actual cost incurred.

Miscellaneous:

>

Ask for photograph of the building: Front & rear and two side elevation will do. Have
this pasted in the file itself with your comments, if any. It will be very useful in valuation
ag well as in appeal.

Move on foot all round the building all the time asking questions about various items
on services/tinishes. Similarly look down the building from terrace on all four sides.
This will give a good over view of the property.

Encourage the assessee to call registered valuer during inspection or at least for general
discussion. Similarly talk to the engineer, contractor/ supervisor who has actually
executed the work especially regarding hidden items,

Encourage market enquiry. Enquire about sources of various materials, quality etc.

Remember in cost of construction onus 1o prove lies with the Valualion Officer. Case
must be built up from the information/ data given by the assessee.

Ta support the valuation, help of State PWI schedule of rates or rates of revenue
board etc. may also be taken. Similarly rates from vouchers of similar works at same or
nearby places can also be useful

While examining original vouchers, look at the reverse side also, Many times it reveals
the true transactions.

L
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Important case Laws:

109 ITR 52 (Mad)
116 ITR 825 (P & H)
200 ITR 788 (Raj)
209 ITR 343 { Caly
209 ITR 520 (All)
211 ITR 520 {Mad)
215 ITR 92 (Kar)

B.1. Procedure for fair market value (advisory) : Determination of FMV of property may be
required to be worked out for determination of reasonable investment in purchase {section 133(6)) to
fix reserve price for tax recovery (as per 53 cc of 11 schedule of 1. T. Act). These references are only
advisory in nature. Therefore it is to be dealt like cost of construction cases in admimstration matters
and valuation as per details discussed under FM.V. (statutory).

P Procedure for Fair Market Value: (Statutory)

The procedure would be almost similar to "Cost of construction” cases. The standard formats
should have correct reference to the relevant Acts.

Afier ensuring correct reference from the assessing officer, obtaining documents from the assessee
and inspecting the property the valuation is completed. After working out the valuation if the de-
clared value is found correct, VO may pass order under section 16A(3) and issue order copy to the
assessee and assessing officer. Format of 16A(3) order is given in Annexure-13. Copy of valuation
report in such sales to be given only to the officers of Valuation Cell. If assessed value 1s more than
declared value it is then to be sent out the assessee inviting his written objections in the form given in
Annexure 14. Suitable opportunity should be given to the assessee to file objections if any, to the
proposed valuation of fair market value.

The objections should be carefiilly considered and commented upon. Final orders should be
passed under the appropriate section, considering the relevant materials gathered by the Valuation
Officer and the objections and facts stated by the assessee, in the format given in Annexure-15.

Section 7(1) of WT Act 1957, provides that the value of any asset, other than cash, for the
purpose of wealth tax, should be determined in the manner laid down in Sch. 111. An assessing officer
can make reference to a Valuation Officer only under section 16A of WT Act. 1957, which provides
that the assessing officer may refer the valuation of any asset to the Valuation officer as laid down in
Rule 8 of Schedule 1I1. Rule 3 of Schedule I11 specifies the procedure for determination of the value
of an immovable property for the purpose of subsection (1) of section 7, subject to provisions of rule
4,5,6,7,8. Rules 8 (a) {b) & {c) specifty the situations where provisions of Rule 3 do not apply and in
that case, the value of the property is to be determined in the manner as laid down in Rule 20. In Rule
8(a) it has been specified that if the assessing officer with the previous approval of the Dy, Commis-
sioner (Joint Commissioner) is of the opinion that it 1s not practicable to apply the provisions of Rule
3, then the value of assets is to be determined as per provisions of Rule 20 Rule 20 (2} clearly
specifies that, when reference is made under section 16A by the assessing officer the value of the asset
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shall be estimated to be the price, which in the opinion of the Valuation Officer, it would fetch if sold
in the open market on the valuation date i.e. Fair Market Value. There may be two situations:-

— In case where the assessing officer has ¢clearly indicated in the letter of reference made
under section {6A of WT Act, 1957, that he has obtained the prior approval of the Dy.
Comrmissioner under Rule 8 (a) and value of the asset is to be determined under provi-
sions of Rule 20 of Schedule I11.

— 1In case where the assessing officer has not mentioned anything about invoking the
provisions of Rule 8(a) in the reference letter and reference has been made under sec-
tion 16A of WT Act, 1957,

In both the situation Fair Market Value of the asset would be determined by the valu-
ation officer as per rule 20{2) of Schedule T as clarified in CBDT nstructions No.
1905 dated 9-12-92; copy placed as Annexure 16. The reference from the Assessing
Officer should clearly indicate the sub para of Rule 8 under which the reference has
been made. If the reference does not tnclude such information, the Asscessing Officer
should be requested to correct the reference indicating the sub para of Rule 8 under
which reference is made. The reference should also indicate clearly that reference is
made under Rule 20{2) of Schedule [I] read with the particular sub para of Rule 8 of
Schedule I1.

Before application of Rent Capitalisation Method it should be ensured that the property is fully
developed and the rent received is reasonable as per prevailing rent in the locality. The evidence of
tenancy should be collected. It should be checked that proper agreements for rent between the land-
lord and the tenants are prepared and rent receipts are 1ssued by the landlords. In case where it is
observed that rents are not reasonable, it should be rejected and prevailing rent should be considered
after ascertaining from the locality for identical properties. Such case usually arisc waen the property
is let out to near relations or to the firms in which owners have controlling interest. The reasons for
not considering the actual rent should be recorded with evidence in the report.

Whenever rents are kept low deliberately, the reasons for its rejection should be recorded in the
report duly supported by evidence

In case the property is not fully developed and there is unutilised FAR/FSI, the possibility of its
further development and making use of such unutilised FAR/FSI may be constdered having regard to
provisions of rent agreeement and rent control Act. The value of such unutilised FAR/FS1 on further
potential should be added separately.



| CHAPTER-7 '

REQUIREMENT OQF GOOD VALUATION REPORT

A report is a means of communication of one's thoughts to another person. I1s contents are the
result of our work and expertise. Tts presentation should facilitate grasp and appreciation by the
reader. The best of contents can be ineffective or can be missed, if presentation is indifferent, Presen-
tation is, therefore, as important as the basic contents of a report. We in Government Departments
often do not attach the due importance to presentation which it deserves. Many private organisation
show off efficiently and oflen score their points, by impressive presentation. We can improve the
impact of our Reports by presenting them in a systematic and dignified manner.

5 PAPER: It starts from the paper itself. All sheets forming the Report must be of the same size
and all Reports should also be of the same size. We should adopt the A4 size as the standard size If
the paper received is of some different size then it should be cut to this required size in a regular
manner, Any papers received from the A.Os or Assessees should also be put in the same size, by
folding if necessary. Nothing should stick out from a compiled report.

3. TYPING : The manner of Typing will make or mar a report. Leave generous margin, say 30
mm on the side on which the report is to be stitched with a file (left on the odd page and right on the
even.) Also leave 10 mm margin on the other side. Use one and half space between lines for the main
contents and single spacing for secondary contents like the objections raised by an assessee quotation
from a Court judgement etc. For all secondary matter, leave an additional margin from the left end of
the main contents.

4. TITLE; Start the Report with the following Title.
VALUATION REPORT
BY

Property:

(*is for the letter D or A as required, ** For the headquarters)

5. PARAGRAPHS:

Number the paragraphs and sub-paragraphs in the decimal system, say 3., 3.2, 5 etc. Do not use
more than three numbers for indicating the sub-paragraphs. For example, do not have 3.23.1. Leave
such sub-paragraphs unnumbered. You can see any 1S code to understand the system. Give subject
title for the paragraphs. Underline the title and start the matter on the next line.
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When there are many details to be given, place them one below the other, the different lines: ¢ g
the specifications or descriptions of different components of a building. Such sorting out shows clar-
ity of thought and makes for easy references by the reader. If such information contains figures, they
should all come one below the other, If a few of them have to be added or subtracted, the results
should be in another column and not mixed up in the same.

6. STATEMENTS:

Every Government file and report contains some or the other statements and tables. These are
normally on oblong sheets which are folded and huddled in the file. 1t is quite possible o compress
most statements, schedules or tables in normal sized papers, Even if a larger paper is required, it
should be put along the longer side of the file in such a way that it can be read from the bottom edge
of the file towards the top-edge on both sides of the paper.

7. GENERAL:

7.1 Let us remember that Metric system is the only legal system of measures in the country.
So, all work has to be done in that system. No doubt, the Property deeds and tocal custom mention
various other units like feet, acres, cents, grounds, bighas and so on. Qur Reports should specify
metres & squares invariably, at least in brackets. Also, use the correct short form of every unit:m (not
™Ir.) sq.m etc.

7.2 All amounts should be judiciously rounded off. Rates, legally specificd areas and
amounts, and such other figures have, of course, to be given as they are. But equivalent area in sq.m,
the estimated quantities of most building items etc. can be given to the nearest whole number. So also
the calculated amounts against individual items. The final amount of valuation can be given to the
nearest hundred or even to the nearest thousand if the total value is more than 5 lakhs, The error will
be less than 0.2 per cent and a lot of mistakes will be avoided.

7.3 Chronological order is the best in describing in separate lines or paragraphs, a sequence
of events like changes of ownership, leases etc. It is only in the analysis of Facts that such events may
have to be brought together in argunient,

7.4 Replies to objections raised by an assessee should be given one for one i.e.. the reply
to first objection No. | {typed in single space) should be detailed immediately below (typed in 1 1/2
spacing) before objection No. 2 is started. The Assessee's objection should be reproduced as mentioned
above, unless it involves contents in some other language like revenue records etc.

75 Avoid Repetitions. Many valuation reports give description of the Property in the
subject, in the details of reference from the AQ, in the "Inspection” details and again in the assessment
part. They then become boring and may result in some points being missed by the reader. Break a long
complex sentence into a number of simple sentences.



8. ENCLOSURES:

8.1 Every Report should contain a drawing (of the same size as the pages of the Report or
properly Folded to the same size). This may be even a sketch, roughly to scale, giving locational
details and whatever other details are considered relevant or necessary. The north line should prefer-
ably point towards to top of the drawing. Simple lettering should be used and the title should be brief
but clear. Expressions like "Drawing showing...." should be avoided.

82 One or more photographs of the Property will not only enhance the value and reliability
of the Report but will also retain permanent record of the state ofthe property on the day of inspection
of valuation. A simple method of recording the date on photograph is to hold the day's issue of 2 daily
newspaper in the photographed cbject.

83 Provide a Reference Number for the Yaluation Report. This will be the most useful
record for future reference. The information will be given in the Reference Number only in figures.

The Ref. No. of the Report will contain the following information.

p—

. Valuation Unit No. : As per list circulated.

o]

The Unit's Report Mao. : This will be progressively and continuousky given for the
properties by the particular unit only.

Type of Case : This refers to one of the ten types of cases usually re-
ferred to us, numbered as 01, 08, 10 etc, as per details
given below:

tad

0. Prosecution
02. Income tax
03. Acquisition
04. Wealth tax
03 Estate duty
06. Gift tax

07. Capital Gains
08, Tax Recovery

09 FERA
10, Miscellaneaus

4. Amount of Valuation 2 This will be given in lakhs and thousands only: say 0.56,
2738 et¢. where more number of cases are involved, the
highest value may be indicated.

5. PIN code Mo, of the Property This 15 obvious. Tt is to be given for the Property and not
. for the Valuation Office.
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Thus a number like 59.1: ¢ : 02 - 2.70 : 638001 will indicate AVO-II at Coimbatore.

His Report No. 9 right from the inception of his unit.

Case referred for Income Tax Act

Walued {or Rs. 2. 70 lakhs.

Property at Erode, Postal delivery district No: 1.

0, BINDING:

All typed pages and enclosures should be page numbered at the right top-corner and put in a
nice cover and the whole stitched with staples at three places. On the cover sheet, Ref. No. and index
to the contents should be given.

10.

Keeping within the standard format, many more improvements can be made. There 1s

no limit to quality of content and form,

Correctness

There should be correct and complete reference from the assessing officer. The following points
to be noted carefully -

Name & complete address of the assessee and his property including his share should
be given.

Assessing Officer should record the value declared by the assessee and in 1ts absence
the amount which in the opinion of the A Q. represents the value of the property

A.Q. should record thar the assessment is pending before him
Section and Act under which valuation is required.
Dates on which valuation is to be done should be mentioned

In case of WT, assessing officer has to record reasons in their file why the value of the
property could not be assessed under Rule 3 to 7 of Schedule U before making a
reference to Valuation Officer. Having made such record intimation to that effect shall
be given to Valuation Officer while making the reference. In case it is not indicated by
the assessing officer. Valuation Officer shall write back to Assessing Officer to confirm
that such reasons are recorded before making a reference



— In case of reference for cost of construction Assessing Officer should clarify that the
books of accounts if maintained by assessee have been rejected.

Yaluation should be true to the requirement of the act under which it was required.

For WT., C.GG., GT the fair market value and for LT. Cost of investment in properties i ¢. the
mongy spent by the asscssee on the construciion and land, should be assessed

Approach and method should be rational.

Normally there would be an appropriate method for a particular situation. For instance for
owner oaccupied property, as vacant possession can be given to the buyer, land and building method
would be appropriate. Similarly for rented property rent capitalisation method would be appropriate.
When the building is partly oceupied by owner and partly rented then both the methods can be applied
tor respective portions.

For determimation of fair market value of commercial properties if compared to land and build-
ing method, the profit method indicates lesser value, then the former should be applied

It should correctly reflect the real life situation. All factors affecting valuation should be consid-
ered, like

— Shape, size, location, low lying, allowable FAR etc., for land valuation.

— Type of foundation, specification, No. of storeys, standard of construction and finish-
ing planning efficiency etc for building valuation.

—  Lease hold or free hold

— Under Inigation or not.

— Title is clear or not: owner ship & possession.

— 'f-:nantcd or Self-cccupied.

— Encroachment/unauthorised occupant exist or not etc.
— Valuation should be correctly done.

— The foliowing points should be carefully noted.

—  Plinth area rates should be correctly applied.

— Cost indices of relevant time & place should be considered.



—  Extra items should be properly framed based on correct rates of matertals and labour.

— For ascertaining comparable land values public auction or sale cleared by the Appro-
priate Authority should be considered more authentic. No reliance should be placed on
sale instances of registration officer as there is no verification.

— 1t should be based on facts noted during inspection of property and facts intimated by
assessee and verified.

— It should depict the property in simple terms bringing out the position on the date of
inspection through a note.

— The detailed measurements and specification should be noted and ¢ot accepted from

the assessee or his authorised representative for avoiding contradiction.

CCEPTABILITY:

e

Valuation should stand the check of scrutiny. Assessess are generally not inclined to accept
higher valuation and pay additional taxes without challenging the valuation in appeals. The following
points should be noted carefully:-

Valuation should appear to be correctly and objectively done and able to so convince the appel-
late authorities. For this, technical matters should be explained in simple terms so as to be appreciated
by the assessing officer and appellate authorities.

Valuation should be done by competent authornity having requisite territorial jurisdiction and
financial powers specified in Rule 3A of the W.T. Act, 1957

Proper legal requirements should be met like issuing notices to the assessee, sending draft
report inviting objections which should be carefully considered under W.T, G.T. & C.G. In case of
rejection the reasons there of should be recorded. The objections accepted should also be recorded.
Cases are lost on appeals on the plea that proper opportumty was niot given to the assessee to present
his view point,

Correspondence with the assessee should indicate that reasonable opportunity was given to
assessee to submit the documents and to make other submissions.

It should be reasoned valuation. Reasons for ignoring any document submitted by the assessee
should be recorded e g. vouchers, valuation reports of registered valuers, bill of quantity of materials,
accounts etc.

Similarly, the basis of methods adopted or guess made should be recorded in the files Those
would be helpful for defence in appeal.

Inadequacies in registered valuers reports usually found interalia are:-
— Usually the built up area is larger than the area shown in the sanctioned plan. Consid-

ering less area than actual construction leads to lesser valuation. Sometimes floors are
missed.

é{)



— Materials consumed are accounted less than actual requirement.
— Fittings, of pipes, doors, windows are shown less than actually used in construction,
— Incorrect, arbitrary and unauthentic plinth area rates considered.

— Extra items are not considered or inadequaltely considered.

Valuation should be based on evidence and not based on irrelevant matters or matters that are
arbitrary in nature or fanciful,

There should be transparency, uniformity, reasonableness and due opperiunity given to the
assessee to defend his submission,

PROMPTNESS:

Valuation report is valid during the pendency of the assessment. Promptness in completion of
valuation is essential. Legal requirements needs that proper notices are served on the assessee and he
be given reasenable opportunity to present his view point. In case non-cooperative or absentee assessee
the second notice immediately afier the expiry of the date stipulated in the first notice, be served
through the assessing officer to fulfill legal requirement,
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| CHAPTER-8 '

REVIEW

Review of valuation reports shall be done with a view to ensure their coireciness, acceptability
in appeals and adoption of uniform procedures.

At least 25% of the reports finalised by the AVOs shall be reviewed by their respective VOs.
Similarly, at least 2575 of the reports finalised by the VOs shouid be reviewed by the respective
DVOs. Similarly, at least of 10% of the reports of the DY Os should be reveiwed by the Chief Engineer.

Review would improve the guality of valuation work done in a unit and should be given due
Importance.

Pro forma of Review Register is at Annxure 19
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CHAPTER - 9 '

APPEALS

When an appeal is heard by the CIT (Appeals) under section 23 of the W.T. Act 1957, and one
of the questions involved in the appeal relates to valuation of any assets, done by the Departmental
Valuation Officer, the CIT (A) is required to give a notice of hearing to the Departmental Vahuation
Officer under sub-section (3A) of the section 23 of WT. Act 1957, Similarly, the Tribunal is also
required to give notice to the Departmental Valuation Ofticer before disposing an appeal under sec-
tion 24(5) of the W.T. Act 1957, CIT {Appeals) usually hear the Valuation Officer whose reports
were considered by the assessing officers in case of cost of construction/investment.

Whenever intimated, the Valuation Ofticer should be present himself before appeallate author-
ity duly prepared to defend the valuation afler ascertaining the grounds of appeal. He shall also submit
a writlen presentation containing his comments about the objections raised by the assessee on the
valuation report irrespective of the fact ihat he is heard by the appellate authority or not He should
also submit a written request to the appellate authority requesting for a copy of the order. He should
also ensure that copy of the order is received in his office

In advisory refurence of cost of construction, it is not mandatory in appeal to hear the Valuation
Officer. They should therefore impress upon the assessing officers and appellate authorities to ensure
that opinion of valuation ofticers is heard in appeals for proper appreciation of the valuation report. In
case it comes to notice, that appeal has been decided without hearing the Valuation Officer and
against the facts referred in the valuation report, prompt action should be taken to challenge it through
CIT (charge).

In appeals, Valuation Officers et as technical officers rendering assistance to the assessing
officers. They do not Act as witnesses and cannot be subjected to cross examination as has been
decided in the courts

In appeals valuation by Valuation Officer may be set aside if the requirement of good valuation
report (Chapter 8) are not tully met with while lraming the valuation reports,

Valuations are set aside in appeals interalia on the following grounds Those should be praperls
attended.

— Reasens not recorded by the Valuation Officer for not accepting registered valuers
report or assessee’s own valuation or accounts of cost of construction and the vouch-
ers.

— Fornat following State PWD schedule of rates or plinth arca rates and instead adopt-
ing CBDT approved plinth area rates and CPWD schedule of rates, applicable for
Delhi
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The schedule of rates are based on specifications and mode of measurement, CPWD schedule
of rates and specifications are exhaustive and are complementary 1o each other. It is mare realistic to
follow them. In fact, with correct basic rates of labour and material, all schedule of rates should give
identical rates following the same mode of measurement

Cost Index of any place applied over the basic plinth area rates brings it at par with the prevail-
ing PAR at that place. PAR adopted by CBDT are standard rates at a particular time over which cost
index is applied for a difference in prevailing rate at different time,

Valuation finalised after assessment 1s complete, is not valid.

Assessing officer did not record that he had found the ecase fit for reference to the Valuation
Officer.

Pro forma of appeal register is al Annexure. 20
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i CHAPTER - 10 ,

CONCLUSION

It is imperative that all valuations are correctly done after giving due opportunities to the assessee
of being heard, It should stand the test of appeal, Techincally and legally. It should also be done
expeditiously.

For improving quality of valuation work, Valuation Officers at all levels should be encouraged
1o join training courses and participate in seminars. Each DVO Unit should have library containing
standard books on valuation and other publications. A suggested list is given in Annuexure 17. Valu-
ation Officer should be encouraged to go through the books VOs having offices outside should
maintain a similar hbrary.

Group discussions should be held at the level of DVOs in the presence of all the Valuation
Officers where queries and doubts can be freely discussed and difficult cases and judgements of
appeal cases can be discussed. Such meetings should take place at least once in 6 months,

DVO should conduct training courses of one or two days duration for educating the freshers
and refresh the seniors once in a year. Chief Engineer should organise meetings of all DVOs once in
& months. Z%orts should be made to standardise the valuation procedue to the extent possible.

Care should be taken about review of cases by seniors. Chief Engineer/DVOs should keep a
strict watch on it

For successful functioning of the Valuation Cell it is essential that there are sufficient references
from the assessing officers. The CBDT in their circular had mentioned that each DVO, VO & AVO
should finalise each year 90, 180 and 80 cases respectively. I1 is essential that valuation is done
effectively, correctly and expeditiously. This would earn the confidence of the assessing officers. It 1s
also essential that Valuation Officers should appraise the assessing officers about the functioning of
the Valuation Cell and how it helps the assessing officers directly. Seminars attended jointly by Valu-
ation Officers and assessing officers would be helpful and it need be seminars may be orgaimised at
regular intervals by the DVOs,

Under Income Tax Act, section 131 (1d), the Director General, Director, Deputy Directer and
Assistant Director of Investigation have got the powers to issue commissions not with: standing that
no proceedings with respect 1o such person or class of persons are pending before him or any other
income tax authority. As per the law, search and scizure cases are to be finalised within one year.
Close liaisoning with the investigation wing would theicfore be helpful to generate more cases on the
Valuation. Mere presence of the expert Engincers of the Valuation Cell usually result in voluntary
disclosure of appreciable higher amount invested in land and buildings. The Officers of the Investiga-
tion wing should therefore be made aware of the effectiveness of associating valuation officers in the
search and seizure cases towards detection of under valuation of immovable properties.

T
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INSTRUCTION No. 1671

F.NO. 319/26/85-WT
GOVERNMENT OF INDIA

CENTRAL BOARD OF DIRECT TAXES

bRy - T
3 i

B L ;
w.iDelhi, the 6th Dec.,. 1985.

|
: t:h ;:. 2

To

All Commissioners ﬂf’f calth-tax

Sir,
Subject :—Valuation Cell—Cases to be referred —Instruction

regarding.

Reference is invited to Board's Instruction No. 365 {(F.NO.
319/5/70—WT) dated Dec. 28, 1971 which enclosed a note on
valuation by{land & building method.’

2. It would be secen that the-data enclosed with Imstruction
No. 365 has become obsclete since long owing to flux of time.

itate valuation under the land &
Col_l-':%?ﬁ..!?}’ the Valuation Cell is

Zindicate the latest Delhi plinth area
fﬂ for thei type of structure/foundation/
Lin the ¢nd. .

ST

3.2 It is to be noted that the plinth area rates, the unit rates
for addiuonal items and for adopting richer specifications, the per-
centages for services as fixed by the D.G. (Work) CPWD, are
based on detailed analysis of large number of completed works,
and should not be suo motlo reduced or altered by the "AVQOs/
VOsfDVO, in normal situations, without detailed justification
supported by complete and with comprehensive estimate.

1

3. With a view to I:%
building method fresh datg

%
enclosed (Annexures I toffl

3.1 Annexure I woul
cost with '1-10-1976 as ba
_ specifications, as enumeraleg



* 1 I
B T S 5

i .y'.‘ L] 5

T e i 5

3.3 Annexure IT would mé'icat:: the working of the cost index

of Delhi as on 13-3-84 at 274 with Delhi P.A.R. of 1-10-76 as 100.

3.4 Annexare III would indicate the latest approved building

cost index of important cities and towns in India as on the specified
dazes.

3.5 Annexure I'V would indicate the classification of structures

based on physical robustness of construction, with expected physi-
cal life, Residual value and annual depreciation,

4. It may be borne inf;é,i_lld.that the data collected by.Va.lua-

tion Cell is in the nature offbfoad guidclines and in its applications

L]

to individual cases it mayfd@ry onkthe facts of a particular case.
- IR o R

e xl Yours faithfully,

- 1T TRE o
T (A K. FOTEDAR)

‘ Under Secrelary

Central Board of Direst Taxes,

Copy forwarded to ;~—

i
2

N o s

o

."Bulletin .Section “. RALE

All Directors of Inspection.
Director General (Special Investigation), New Delhi.

Dircctor General, National Academy of Direct Taxes, P.B. No.
40, Nagpur.

Statistician (Incoges

X)—3' spare copies.

-

3pies.

Registrar .Df II}: : P:::ﬁate Tribunal, fJ
Dirtcmf of Oét‘ -‘?& r ;.1 1,.__ o

Delhi,
C&AG of INDIA

Chief Engineer (Valuation), 11th Floor, Rohit House No. 3,
T'oistoy Marg, New Delhi——6 spare copues.

- - i

it R £+ B S
"New Delhi—25 spare copies.

O halib, Mata Sundri Lane, New

]
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RULES FOR WORKING OUT PLINTH AREA FROM PLANS

In order to ensure the adoption of a uniform methed of working out plinth areas from plans, the
following rules are laid down. These rules are general in nature and should be taken as a guide. They
are based on the fundamental principle that the plinth area of a building should present a true picture
of the covered floor area provided in the plan.

1. GENERAL

a) The total plinth area of a building shall be the sum total of the plinth areas at every floor
including the basement, if any.

b) Internal sanitary shafts shall not be included in the plinth area in the case of a residential
building at any floor level.

¢) Incase of non-residential building internal shafts for samitary instaliations, airconditioning
ducts lifts ete. shall be included in the plinth area at all floor levels.

d) The area of the mumty at terrace level shall not be included in the plinth area. If a
Barsati is provided jointly with mumty then the area of the barsati excluding mumty at
the terrace level shall be included in the plinth area as shown below in the hatched area.

/////j//ﬂ

Ear:an

i

TERRACE PLAN

¢) Towers, turrents domes projecting above the terrace shall not be included in the phinth
area at terrace level, but shall be allowed for separately for costing purposes.

as



PLINTH AREA OF GROUND FLOOR

The plinth area of the ground floor shall be calculated at the plinth level excluding the plinth off
sets provided such plinth offsets are not more than 2'4". In cases where the building consists of
coloumn projecting beyond ¢ladding, the plinth area shall be taken up to the external face of the
cladding and shall not be included the projection of the columns.

e L T e s

[
1 :
T

-

Roeom Room Room

Illllllllllllllllllllll. FFFIRSRR SRR i
Plinth grc:jam:iun less
4han 2.25" not to be Column projection
taken in plinth arca not to be taksn in

plinth area
Plinth area of ground floor

in case open verandah with parapets are protected at ground floor projecting out of the build-
ing, the full area shall be taken upto the cuter line of the external verandah lintal and only 50% of the
area shall be taken for the unprotected verandah on the unprotected portion of the varandah. Open
platform without parapets and terraces at ground floor and porches, shall not be included in the plan
area but shall be allowed for separately for costing purpose.

-— ist :
4 floor i
Tl e

Protected verandah L
full area to be taken

.

as plinth area | = 'E
LN

U(;lﬂxrnte:ted verandah ! t 8 E

50% area to be taken as ' = =

plinth area | i

e
X | T—‘H_w—ﬂ_ﬁ'—qr
g — L
FPlan Section at XX

Flinth areg of ground floor with projecung verangdah
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PLINTH AREA AT FIRST AND HIGHER FLOORS

The plinth area of first and higher floors shall be calculated at the relevant floor levels. Architec-
tural bands, etc. shall not be included in the plinth area even though they may occur at the floor level,
Vertical sun breakers or box louvers projecting out also shall not be included in the plan area. See

illustrative sketch below:

e — ———}

Frojection not to
be takenjn ———!
plinth area :

g&‘m

Box, chojjos, Louvers, etc. {section)

In the case of projecting balconies protected to their full width by sun shades, full width roof
area shall be included in the plinth In the case of unpro-

projections or by upper balconies, their full
the area of the balconies shall be included in

tected balconies equivalent area to the extent of 50% of
the plinth area. See illustrative sketch given below:

/ Upper balcony roof projection or sun shade
LA A T T T T T 7T

Width H

Ey Plinth area = length x width
A T T T T T T
Balcony slab L

Protected balcony

Open at 1op
- Width
= i Flinth area = 1/2 length x width i
L T T T T T T T
Unprotected balcony 1/

Piinth erea au first and higher floors (protectediunprotected balconas)
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IV. GALLARIES, MEZZANINES- FLOORS, LOFTS

a) Areaof galleries i.e. upper floor of seats in an assembly hall, Auditorium, theatres, etc.
shall be fully included in the plinth area.

b) Areaof mezzanine floor i.e. an intermediate floor introduced between two main floors,
shall be included in the plinth area, If no separate provision is made for the same.

c) The area of a loft i.e an intermediate slab just beneath the floor of reof without any

direct staircase leading to it and used for storage purpose, shall not be included in the
plinth area,

88



ANNEXURE - 4
PLINTH AREA RATE OF FOOD GRAIN GODOWNS AS ON 1.6.86
(" SL.No. Description of Item Rate )
1.00 Food Grain Godown
Building Porlion-main Godown Single stercyed, clear height
5.60 m and plinth height of 0.20 m Rs. 570.00/8qm.
1.10.01 | extra for every 0.30 additional height above the height
of 5.60 m upto the height o 6.35 m Rs. 6.40 /Sqm,
110,02 Extra for every (030 additional plinth height above .80 m. Rs. 20.00/Sqm.
11003 Covercd platform 3.05 m wide rail side uplo a
plinth heipght of O8O m, Rs. 462 .00 Sqm.
1.10.04 Covercd platform 2.43 m wide road side upto a plinth heigh of
(B0 m. Rs. 335.{HWSqm.
1.1005 | Open platform 2.43 m wide uplo a plinth bheight of ©,80m Rs. 312 (0¢Sqm.
L.10.06 Extra for every 0,30 m deeper foundation over normal
depth of 1.2 m. Rs. 2.00/Sqm,
L1007 | Extra for foundations in poor soil having bearing capacity less than
10 T/Sqm. or in blagk ¢otion sail. Rs. 15.00/Sgm.
LINOS | Extra for termite proot trealment Rs. 40.30/5gm.,
1.11 Services:
1.11.01 | Internal Electrical Installations 5% of the Building cosi
1.11.02 | Exlernal servige connegtions 3% of the Building cost.
. S
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SPECIFICATIONS FOR FOOD GRAIN GODOWNS : MAIN GODOWN

13
14,
2.0
2.1

413,
413
50

AND ISOLATION SHEDS

Foundation:
Bearing capacity not less then 10 tonnes per 8q. metre

Type: Spread foundation for wall footing and isolated coloumn footings for RCC
coloumns.

Depths upto 1.2 metre below ground fevel.
Plinth ; average 0.800 metre above ground level.

Superstructure:

All walls viz : longitudinal panel walls, gable walls and pantition walls in brick/stone
masonry with intermediate RCC columns and beams where necessary. Single sto-
reyed construction with clear height 5.6 m for floor level to truss bottom member
level.

Doors and windows:

Rolling shutters in door openings, steel windows and ventilators with expanded metal,
wire mesh etc.

Flooring:

175 mm C.C. 1:5:10 in two layers with biturnen coat in between over 230 mm sand
filhng for main godown.

125 mm C.C. 1:5:10 in one layer over 230 mm sand filling for platforms.
50 mm C.C. 1:1.5:3 wearing coat.

Roofing:

Tubular trusses/structural steel trusses with A.C. sheets, Rail side platform will have
in addition rain water gutter, downtake pipes, covered drain etc.

Finishing:

Internal walls will have plastering and white wash. external walls will have plastering
and colour wash or painting.

Doors, windows and tursses will have painting.

[ el o 5.
Lranaess
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ANNEXURE - 4A

PRO FORMA FOR CALCULATIONS OF COST INDEX FOR FOOD GRAIN GODOWN

51 Mo| Deseriplion Unit DSKE 1985 | Rates mt station | Percentage | Weightage | Cost Index | Remarks
Rates at the time of Increases

Revizing Cosl

Index
1. Brick 1000 Mes. |320.25 (AN
2. Sand Cum. 456.99 4.560
3. Cement Ol 103 .31 19.40
4. Aggregale Cum. 94 62 510
5. Timber Cum. 3681.58 1.00
6. Stecl ol 632 .81 210
T Tubular Truss | i 916.64 3420
8 A.C. Sheet Sqm. 51.01 13.30
9. Mazon Each 2250 260
10 Carpenter A 22.50
11. Coolie/Beldar | Each 13.60 7.50

)]



ANNEXURE - 5

{PRO FORMA FOR CALCULATION OF COST INDEX)

Sl No. Descriplion Unil

Rale

as per
Lha2
plinth
Area racs

Rae Weightage
at the

time af

revistion of

cost index

L.  Brick (class 73 of CPWT specifications) 1000

2 Sand (66.67% coarse sand. 33.33% fine
sand of CPWD specifications) Cum

3. Coarse Aggregme 50% 20mm neminal
size 5094 30 mm nominal size Cum

4. Cement (I51) marked{OPC) Store issuc
rale ife carlage of 5 KM average lead.  Quintal

5. Timber in scaniling 25% IInd class
leak wood 75% Kail / No. 11
lock/Bijasal Cum

6. Sice] (store issue rale 1o canage of
5 Km lead) 50945 (Tor steel 8 mm &
10mmy30% (Tor stecl 12mm & Lémm) Quintal

7. Mason (Average rate of st and
2nd class) Each

8. Carpenter (Averge raic of
Ist and 2nd class) Each

9. Belder {Average rate of Ist and
2nd ¢lass) Each

82
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146 Gl

13500

21328

12334.00

154230

5571

3410

= “16,0H)

4.0

4.500

(XL
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PRO FORMA FOR SALE INSTANCES REGISTER

1. Source of information:

a)

b)

c)

Appropriate Authority
1} Register Volume No.
Page No.
SI. Mo,
i} File No.
Sub-Registrar's Office
i)  Name of SRO's Office
i) Index Register Vol No,

Document No.

HUDA Auction/ Builders Advt.

1) Name of Newspaper
Date
) Reference to Advt. File
Details of Property/Zone
Transferor! Transferee
Date of Transaction
Amount of Consideration
SRO's market value
land cost in Rs. per Sq.yd
i} Land Area in sq.yd
i) Built up area in sq.ft.

iii) Year of construction
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iv}) Depreciated value of building
v) Salvage value of building
vi] Land cost of vacant plot
vii) Salvage value method
6. 1) FAR permitied
iy FAR Achieved
i) Frontage
iv} Year of construction
v) Total land area in sq.ft.
vi) Undivided share of land area
vii) Super built up area in sq.ft flat rate:
7.  Brief specification of building
8. Remarks

Note: The advantages and disadvantages of a particular property are to be mentioned.
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ANNEXURE - 7

BROAD SPECTRUM CLASSIFICATION OF STRUCTURES BASED ON SPECIFICATIONS, WITH
EXPECTED ECONOMIC LIFE AND RESIDUAL OR RESERVE VALLE OR SCRAP VALLE

Type

Class
[(3peecin

Bricl Cantrol Specilications

ItA) Monumenial tepe ol Building with

| Toundatiows designed for Tull wind laad”

ismic farces for Tull developemen,
Monumenial) SEHENE t

{Permanent)

Class I (High
qualitvy (Per-

maneit)

Class TT

Permanent

usually of amamental or ashlar slone
masonry Urst eliss brick u cement
martar wilks, lond beanng or clddmg,
with neeessany supporting stee] or RUC
siructural ¢ore, RCC beams slabs/ler-
race shuh, first class tereacing with wa-
ter-procting, wearal coment hased tupe

or other standard metheds, Neoring of

superior vk wilb large measure ol kol
stong marhle work, besides marble
Noaripg and plazed tile dado in Bih-
racans’ Kitehen. plasiered or painted
wwith cement morkar, doars aed windows
being of seomoned leak wod or stan-
dard rolled sieel sections wilh high
quality electrical cenduit wirings and
light!Buar plue TV telephone, poinls
sogkels, standard sanilany Dbngs wilh
Evropean tvpe Qush efosel hot water
plambing, concealed Ntlmgs. aod su-
peerier Uinish (or esterior like snowecin
prebhle dasb cte. where required. and
distemper plashic emulskon panting
inside. with woodwark French spard
pobished, and with anedosed saperior
gualiry doot Gings or oxidized brass,
banlt i cupboards, wardrobes using
kil sensoned sclecied teakwood rames
and teak-panel shivtlers using phenol
formal delyde glue pressed teak ve-
necred particles boirds e

Same as in Class MAD bul with lysser
quanum af ashiluee or ather fing dressed
stone masenny and orameidad Fuish-
ing, and Tesser guantam of machle -

g,

Standard BOC [ramed or steel core
Fraemed Blles, bull Iy Govis lor their
general atlices ollicers ks hospilals
[nstiwticos ofe. Same specilicalon as
Class [ on struetural side, exeept tha
Hewaring would be of precast mosaic dile
or casl in situ mosaic excepl m palhe
places like lrven, Batl fowns knlel wilh
markle flooring 117 roams. stormee. old
recards wille ordinamy eement conerele
Moaring. and Gnishing milerior with
whileeolour washimg generally exewpl

usirative Example

Trrasent madern hagh [ise
allice Bldgs. in the husi-
ness seelor privale housing
for lop class exgeulivos
VVLPs. bldgs of monu-
mentl mportanee lke Ma-
tional Muscum Mational
Library, Mehrg Planctarim
Tata auditoriwm [or per-
forming Arts, Parlizment
Houzse, Marth and South
Iilagk, Rashirapati
Bhawan, ¢c.

Al modern ligh rse  of-
Dee bldes. i Cominereial
sectors, high rise Mgh in-
come Group Nats, Govt,
high rise cifice Pldgs. all
privafe posh houses in
persh enlunies ke Vasie
Wik <le.

Avakar Bhawan. Krishi-
o, Udvog Phawan,
DG Bde. Mulli sie-
reved flats in BK Puram
and Shagahan Read cee,

g5

Expecied
Life

1200 1w 130 vears

S0 110 wvears

WY to B0 vears

Residual value &
Depreciation
perocniaid

Reserve Wesidual-114 10
13% depending upon
quantum of stone mi-
sonry provided Annual
Depreciation .65 1o
0.741%

RBeserve value [P 09 0
1*% Depreciation,

Beserve valee 10% De-
preseiintion 1.1 1o 1 20Fa



Class 1III (A
{Permanent}

Class TII (1)
{Permanent}

selecied public places with dry distemn-
per, doors and windows of standard
rofled stec] seetion or sceond class sca-
soned teakwood doors shutters with
oxidized iron or standard tvpe alu-
mitium Himgs, with conduit eleeic-
cal wiring but with standard oy pe
switches, plugs and sockels and oloe-
Irical Gixtures: with standard bpe sani-
tary plumbisg and sanitany Tillings with
Idian and BEuropean e WO, in 2
Lratio, exterier and interigr Onishied
with cemend plaster of suitable thick-
ness (1 2mm on smeooth side of brick
work and t3mm on rough side of one
brick thick {walls) ®nd stondard 1er-
reving {integral Iype or with lime con-
erele, }

All staandard baildings bualt by Hous-
ing Boards & Govt deplls. for higher
income growp. with traditional load
bearing const. where good quality
fricks are available and vsually lan-
ved to 4 or 3 storeyed wilkioul use of
lifts using second class bricks of not
less than 30 Kp. per sq em erushing
stremgth in comentlime or cement
meetar with JCC beam and slak oor-
mgireel, willy Bipe conencte erracing
or mud phusha with werraeing hricks
fles on top laid I oecment monar, in-
side and owlside plasiered in ecmenl:
fme or comwent mortar. wilh deor and
window Irames ot rolbed sieel seetions
deodar wownd Friame and ponel msertbed
of 12 me thick phenol (ol deliyde
glue pressed podicle board veneered
for outside and bath/kitchen. and
unvercered in other places and cup-
b shutters, ordiary bvpe of plumb-
ing with wility tvpe unnals, WC, and
wash basing with standard tvpe bibd
stop cocks ond other fnings. clectn-
cal wiring partly coneealesd {rsersh ad
a partly open with usugl e swilches,
plugs, seckets, standard vpe G pip-
ing and fittngs and [inish of colowr
wash owside and whitewash inside,
Ooonng 1o e of cemenl conerele 357
30 mm thick except in bail, kichen.
todlet where casl @ silu mosae loor
ing be provided. {All wark in cement
ar lime/cement martar)

Same as above but mortar max being
slightly leaner and rooling Oearing
being of precast ROCC web bemms sl
milcgral Jeerr slab and thinmer scetiowos
for dosrswindow frames md shutlers.

Cienneral tvpee of bidgs put 60 to B vears,

up commaon public, by
housing Hoards Tor Group
Housing Tor mdadle n-
come group CPWDVMESR
buill houscs/load bearing
office bldgs. i Delhi ete,

As above ineludimg  bows- 50 16 60 vears.
ing For lewer middle and
low lnuoine growp.
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Reservie vafue 10% De-
precintion. 1.23 10 1.5

Reserve value 10% Do
preciation 1.75 to 2%,



Class [V (Semi
Permanenl

Type)

Class v
[ Temoporary)

Industrial
cammiereal
frussed
Roof class

A type

Maostly of lowd beaning bricks” stone
covered nubhle construckion in lime
martar ar lean cemenl mortar {or)
with tubulnr sweel portal [rames sod
Gller walls of brick:stone work in
lime morar roofing of precast RCC
slabs or beams and slabs or dressed
sand stone slabs over ROC/steel,
jists, terracing of mud phuska wilh
bricktile in gement maortor an lop,
door & window frames of steel sec-
livps & door shullers of second class
deodar wood (sevondary specics -
ber) with oxidized iron fiings. plas-
tering owlside, and nside in lime
gement mortar, whitewaghing inside
and colour washing out-side, with
apen canduil wiring, ordinary type
switches: Cl switeh hox/plugss
pointsordinary e liphting shades.
standard FHLO.L pipeing shades, stan-
dard HC.1. plumbling with Indian
fype W.C.. stmdoed (5.1, waner supe
ply piping standard G.[. water sup-
Py paping wath fitkings, and wall npe
water meler box. ordiaey cement
canercte Noonng 33 mm thick {ar)
dressed sand stene (oaring joints ve-
merl poitd et

Purely of lemparnry afturg witli oad
bearing brick masanry o mud eor-
tar, pointed culside in Cement mor-
tar, insde unplastered with joints
fNush pointed in cement martar on
plastered im lean coment moriar
somedimes, with core of sieel fubu-
lar colowmns and frusses wath thin-
ner cladding walls {half hrick Mick}
solt wood rofters and dressed -
sione slabs oo lop for ool and inter-
mediate Aoor, door & window (rames
and shutters of seasoned seeondary
specics (5ol wood) timber with oxi-
dized iron Gitings, Noonng of brick
an edge o fal bnek or dressed stans
slabs cic,

Generally of large sheds godowns
with load bearing brcks:slene -
soary in comentlime cemert ROC
columisteel badl up seelon. tubu-
lar steel columng in between (where
brick work is unable to support Uhe
rocf truss above), with prefibrcaned
tubular s1eel steel built up section
trusses wilh ratter level and fic Tevel
bracings, roofing purtions C0RL ar
AC. Shect rogfing on top. with wind
ties, with doors and windws traames
of rolled stecl sections and dear shud-
ter el heave duty, sound proof, Ingged

Reserve  wvalue 0%,
Deprreciation 2.2 to
2.5%

Houses build in DUIZ Y 40 0 45 vears
Minto Roud area in 1930 & ;
Sccand Warld War strie-

tures Kehabaliation colomy

o saeg 2lc.

Seeand Warld  War
hwements. Rehabilitation
Ierises i Lagpatiagnr sec-
1or 8§ cle,

Reserve value 153%:

Mo 25 s, herty
D precintion 3.5 %,

Reserve value 15%

Depreciatom 1%

Mormal food  gisin 45 to Soyrs.
goiboowns, press sheds, in-
dustrial Traming Instt.

workshir sheds et
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B Type

Epccial
{semiperma-
nent)

Special (B)

teakwond shutters, heavy duly eement
eoncrele flocring in geoeral, with pre-
cast meosaic hle Hloorng with simitar
dado for bathroomstoilels. with open
condwit wiring for the main wiring
and looping on balten svstem ele., as
for godowns faclocy storage sheds
with heavy duty tlooring.

Az above but use less intensively as
in Cinema Thealres,

There are siroctures calfed semipers
manent (51" Type) constuctions in
hilly areas in the Morh Eastern Re-
gion, camprising of boulder ¢ rulihle
masonry Foundaton amd walls 1 ce.
ment mortur upbe plinth level, with
RCC calumn at the cormers suilahble
apacing, with tie memebr al phinth/
lintel roofl level and limbersicel -
bular trusses and C.G.0 sheet/AT
Sheet rooling, and side watls of pre-
cast stonc masonry blocks ar precast
haollowisolid cement conerele blocks
laid in cement mortar, eemen! pointed
outside and coment morar plaster in-
side, with seasoned holloek wood
framies and shutters for doors and win-
dows with standard hype oxidized iron
fitting,s Nooring with 4 em thick lo-
cal Nirst class timber planking with
tengtied and grooved joinls over solid
plinth with lean cemeni concrete sub-
base;, with & mm thick plywood (aluc
ceifling painting ele.

Same az above, but with Jull type
const. (i.e.} wooden plank flaoring
over solignum painted wooden runs
ners supporied on cement eomerele
pillars upto plinih height, with walls
of local Ekra or aplit bamboo wallle
bise with cement mortar on both side
and with 6 mm thick plyawood lulse
zeiling, painting #te.

Cinema Thentres

Usually donc in Arunachad
Pradesh Meghalaya,
Mizorain, Manipur, Tripurs,
Magland aevd parts of Assun

As above
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30 10 60 v,

30 1o A0 vears

Reserve value 15% de.
precintion 1.5 to 1.73%,

exurve valwe 3% D
Rese T E5% e
precilinne? . 25%,

Feserve Value 13% De-
pretation 3%



ANNEXURE-%
Form No. NS.1.1

REFERENCE TO VALUATION OFFICERS FOR DETERMINATION OF
FAIR MARKET VALUE OF PROPERTY UNDER SECTION 16A OF THE
WEALTH TAX ACT/SECTION 15(6) OF THE G.T. ACT/DETERMINATION
OF INVESTMENT IN CONSTRUCTION UNDER SECTION 133(6).

From

ASSESSING OFFICER

To

DVO/VO/AVO

Subject;

The undermentioned case(s) are hereby referred to you for determination of the fair market
value of the asset on the relevant date(s) as indicatedfinvestment in construction.

1 Particulars.

1.1  Name and complete address of the assesses. {Give tele-
phone Mo, if any, availabic)

1.2 Nameg and complcte address of the Chartered Accoun-
tant or Lawyers or Accoaniable Person, dealing with
the case.

(Give Telephone No. if available)

1.3 Description of the asset/property giving exact location
of the property and the extent of assessec’s share in the
assct/property.,

1.4 Whether valuation of Plant and Machinery is also re- Yes/ No
quired, if ves,whether as separate reference has been
made dircetly to V.O. (P&M) or the same is attached

with this reference.
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ASSESSMENT YEAR

1.6

1.7

I3

1.9

Value/investment estimated by the Registered
Valuer, if any.

If the asset was acquired within 5 years prior
to the date of valuation, the declared cost of
acquisition/construction and the date, period
of acquisition/construction.

Section and Act under which reference is
made

Section 16A of the W.T. Act/ Section 55A of
the I T. Act/ (for assessment of capital gains)
Section 15(6) of the G.T. Actf Estate Duty
Act (Advisory case). LT, Act u/s 133(6)
{(Score out whichever 15 nat applicable)

Date for which valuation is required.

ay Itis certified that the assessments for the period relevant 1o the above mentioned valua-

tion dates have not yet been finahsed.

b) The case is referred to V.O. u/s 16{A) read w1th rule 8(a) 8(b)/8(c) and rule 20(2) of

schedule I of Wealth Tax Act 1957

¢) Certified that necessary details for making reference under rule 8(a)/ 8{b)/8(c) are re-

corded in A Qs office.

d) Certified that in case of investment in construction the books of accounts have been

rejected for reasons recorded in A O's file.,

e} The assessment is likely to get time barred on

100

VALUE/INVESTMENT RETURNED BY
THE ASSESSEE FOR HIS SHARE




In case of reference of working out investment in construction. Commission under sec-
tions 131 (d) of 1. tact 1961 is hereby issued.

The following documents are enclosed.
Registered Valuer's report.
A set of plans of the property.

A list of tenants and the rents payable by them on the date of Valuation, as filed by the
agsessee.

Income assessed in respect of self-occupied portion, if any,

{score out whichever item is not available)

Signature of assessing Officer.

1o



The

ANNEXTU/RE-9

Office of the.......

To

Sir/Madam(s),
Sub: Determination of cost of construction of property.

vide his'her letter No, dated has referred to

me to determine the cost of construction of the above property. You are requested to furnish the
following particulars/ documents for valuation:

1

2)

3)

4)

5)

6)

Architectural drawings of the building showing plans, elevations, sectional details, etc. and
other details like details of doors/ windows/ cupboards, etc...

Structural drawings of the building giving details of foundations, details of walls, details of
reinforced cement concrete members like footings, columns, beams, slabs, staircases, etc..

Detailed services drawing giving details of water supply & sanitary installations & electrical
installations provided in the building.

Date of commencement & completion of the building with proof.
Details about method of construction of the building, i.e. whether by contract by engaging a
contractor or by personal supervision by purchasing materials and engaging necessary labour

directly.

In case the work was done by engaging a contractor, copy of the agreement concluded with
the contractor alongwith copies of bills paid to the contractor.

102



7) Incase the work was got done under personal supervision, copies of bills in respect of various
materials purchased for the work & vouchers in respect of payments made to the various
labourers engaged in the work.

8) Statement giving the quantities of various materials like brick, sand, apgrepate, cement, steel
& all other materials used in the construction & the expenditure incurred on them along with
details of books of accounts for the same.

9} Year-wise expenditure of the construction during the period of construction.

10} Expenditure incurred for preparation of architectural & structural drawings, supervision charges
paid to the Architect and Engineer.

11} Expenditure incurred for ebtaining the sanction for the construction from the local bodies.
12) Copy of Repistered Valuer's repon, if available.
13) Expenditure incurred on water proofing treatment and anti termite treatment.

14) Any other details available, and which 1s to be referred to for determining the cost of con-
struction.

The above details may please by filed on or before
Alternatively, the same may be kept ready on

Please note that the inspection of the property is fixed on You are requested 1o make
necessary facility for inspection of propenrty.

Yours faithfilly,

VALUATION OFFICER,

Copy to A O. for furnishing the copy of Valuation reports /Books of account ete. if available
with him.

VALUATION OFFICER.
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ANNEXURE-10

Regd./Speed Post

SAMPLE PRO FORMA FOR NOTICE FOR INSPECTION TO THE ASSESSEE

E.No.
Office of the
Date:

To,

Sub : Valuation of Property

Ref from
I will be inspecting your above mentioned property on --------———--—--—-_ You are requested to

attend this office at -—------mvenmm- a.m. on the said date for identifying the property and to be present

for inspection or depute your authorised representative to be present with all documents concerning
the property and balance information/document yet to be filed in response to this office letter no. ---
. You may have your technical representative or registered valuer present for inspec-
tion to record measurements and specifications jointly to avoid any dispute on this account at a later
date. Please note in case no technical persons is called by you it will be presumed that you do not feel
any necessity for the same and you will yourself or your authorised representative will ACCOMPpany us
for joint measurements and recording of specifications of your property for acceptance.

YALUATION OFFICER

Copy to Assessing Officers for information and necessary action.
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ANNEXURE -11

COMMISSION FOR LOCAL INVESTIGATION UNDER SECTION 131 OF THE INCOME
TAX ACT, 1961 READ WITH ORDER 26 RULE 9 OF FIRST SCHEDULE TO THE CIVIL
PROCEDURE CODE, 1908,

Date:
To

Sub:

Points for Investigation . Evaluation of cost of construction

1. WHERE AS it is deemed requisition, for the purpose of the assessment of the above named
person to Income Tax that a Commission for local investigation/ calling for documents and
inspecting the property, etc.. to be issued, you are hereby appointed Commission for the pur-
pose.

2. While acting under this Commission, you are authorised to exercise all powers of Commis-
sion under Rule 16 or Order No. 26 of the First Schedule to the Civil Procedure Code, 1908
read with Section 131 of the Income TAx Act, 1961,

3. Process to compel the attendance of the witness, production of documents etc. may be issued
by you.

4. You are requested to submit your report with the necessary enclosures, if any to me immedi-
ately after the investigation is completed.

5. Given under my hand and Seal of this office onthis Day of 19 .
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ANNEXURE-12

VALUATION REPORT FORMAT

The following is the general format under which valuation report is to be presented.

REFERENCE

The sub-paras under reference are:

Relerring Officer:

We should indicate clearly the Assessing Officers/Investipating Officer from whom it is
received.

Purpose:

The exact purpose for which reference is made may be detailed such as cost of investment for
a particular period, fair market value on a particular date and share value/right/part of the asset which
is to be valued.

Act:

Here we should specify the exact section and the Act under which reference is made.

ASSESSEE

Name:

Address:

Notices 1ssued to him indicating the Exact details called for
Data given by himfvaluer in response to notices issued

Date of inspection: Here we should mention the exact date of inspection and mention the
witness who was present from assessee's and also department side during inspection.

PROPERTY

Name | Wherever the names are given, it should be mentioned otherwise the usage can be
mentioned such as residential house etc.

Town/Area/Streel
Survey No.

Property No.
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Assessee's Interest © We should mention the exact interest which the assessee holds
in the property like divided share/undivided share etc.

Declared value - To be given for each valuation date. Value/cost arrived by
registered valuer.

DESCRIPTION

Ownership history: . This can be taken from the documents obtained from the
assessee or from the details collected during inspection.

Land area, Frontage and depth:
Building area . (Floor wise)

Various interest | Here we should mention the mode of the ownership of the asset, i.e. whether
owned by a single person or jointly owned and who are the joint owners and their various interests in
the property.

Table/Period of construction; Here we should clarify the period of construction for each build-
ing if there are a group of buildings constructed on various dates with evidences.

Table/Qwnership user or tenancy: Here on each valuation date we should mention about the
usage whether it was self-cccupied or tenanted etc.

Specifications: Here detailed clear specifications should be given sub-head wise including the
external and internal services.

Sketch: Every report should contain a drawing (of the same size as the page of the report or
properly folded to the same size). This may be even a sketch, roughly to scale, giving locational
details and whatever other details are considered relevant or necessary. The north line should prefer-
able point towards the top of the drawing, Simple lettering should be used and title should be brief but
clear.

METHOD

Reasons for adoption: Here we should mention briefly but clearly why we adopt one method in
preference to other methods of valuation. If the reasons are given crystal celar, it will be very useful
in further appeals etc. if any.



RATES

a) Land rate/Table: Sale instance: Here we should give all comparable sale instances giving all
relevant details. I/C source of sale instance.

Pros and Cons: Each sale instance property should be briefly detailed and compared with the
property under valuation. All the pros and cons should be brought out and land rates derived
for the property under valuation,

b) Plinth area rates: While explaining the plinths area rates we should not mention that rates are
as per CPWD rates. It should be mentioned that these are the rates approved by government
of India and approved by CBDT. We should also discuss why we are not adopting State PWD
rate, why we enhanced the rate by Cost index and also why extra items are added over and
above plinth area rate.

¢} Additional items: Here we should mention all the items not covered by normal plinth area
rates adopted.

Standard, market, maintainable and future rents: If we are valuing a fully tenanted property
and if we are adopting rent capitalisation method of valuation we have to mention what rents
are adopting and reasons for adopting that rent, for capitalisation.

d) Outgoings under different heads.

¢) Depreciation, sinking fund, capitalisation-Here we should briefly mention the dpreciation,
percentage adopted giving a note on the life of the building. For machineries etc.. the percent-
age adopted for sinking fund should be mentioned. A brief mention of the capitalisation per-
centage should also be given with reasons.

Comments on Registered Valuer's Valuation Report, Comments on valuation should be given if
filed by the assessee or given by the referring official. Similarly comments on the other documents
from assessee i'c accounts be given.

PRELIMINARY VALUATION (only for statutory cases)

Amount : Here we should give tolal amount of valuation worked out as in the Annexures.

Intimation to the assessee: Here reference should be given regarding the notices given to the
assessee calling for objections. Any extension of time given for filing objections should also be men-
tioned.

_ Response from the assessee: If there is no response after giving sufficient time for filing objec-
tions the same may be mentioned. In case the objections are filed or personal hearing attended, the
same should be reported.

OBJECTIONS (only for statutory case)

Objections and replies: Objections have to be sorted out para-wise and detailed replies to all
objections should be given objection-wise.
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FINAL VALUATION

Final rates: Here we should mention the final rates adopted after meeting the objections from
the assessee.

Amount : The final valuation amount should be mentioned herewith qualifications.

ORDER
Here we should mention the original reference from the Assessing Officer and we should men-

tion about the declared value, preliminary valuation issued, objections filed etc.. The final orders
should be clearly written with qualifications if any.

ANNEXURES

The Annexures are the working sheets of valuation. They should contain the valuation of each
building. Abstract can sum up all the building valuation along with the value of land.

The description of the portion of the building should be given briefly and clearly for the plinth
area rates adopted.

The additional and extra items not covered by the normal plinth area rates should be given
separately under 3 sub heads i.e. (a) Richer specifications, (b) Extra items and (¢) Deduction items.
Depreciation percentage should based on future life/normal expected life of such building and should
be brought out in the Annexures.

Keeping within the standard format many more improvements can be made. There is no limit to
quality of content and of form.
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ANNEXURE-13

OFFICE OF THE
by Regd. Post

Dated:
No,

ORDER UNDER SECTION 16(A) (3) OF WEALTH TAX ACT, 1957

1. WHEREAS, the determination of the fair market value AS ON 31-3- of
the property at Survey No. at ; was referred to
me by (A vide No. ; dated

and

2. WHEREEAS, the property was inspected by me on

3. Having perused the records produced before me and considered the relevant facts of
the case, I am of the opinion that the fair market value of the property at Survey No.
of at Rs.

(Rupees ) as on has been correctly

dectared in the return made by the assessee.

VALUATION OFFICER
Copy forwarded 1o
1. The Assessing Officer
2. The assessee
3. Copy to CE(V) alongwith valuation Report
4. The SE(V) alongwittivaluation Report.

VALUATION OFFICER
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ANNEXURE -14

OFFICE OF THE

Dated:
No.

BY RPAD

NOTICE UNDER SECTION 16A(4) OF THE WEALTH TAX ACT, 1957
To,

The determination of the fair market wvalue of the property

at as on to was referred
by A.Q. vide No.
dated to me.

The value of the property has been stated to have been declared as under as per
letter dated

Ason ‘ Rs.

The property was inspected by me on

I have persued the relevant documents produced before me. Having considered the relevant
circumstances of the case, | propose 1o estimate the fair market value as follows as per details enclosed

as Annexure.

Ason Rs.

1



You are hereby called upon to state your objections, if any to the above estimate in writing on
or before . Any documentary evidence on which you may wish to rely in

support of your objections should also be sent along with vour written statement of objection.

If alternatively, you wish to state your objections in person or through a duly authorised repre-
sentative, you may do so on at hours.

You may produce or cause to be produced on that date and time any evidence, you may wish to
rely in support of your objections,

Encl : as above.

VALUATION OFFICER

Not on Original:

copy to The Assessing Officer along with a copy of Preliminary Valuation Report. If he wants
1o communicate any views on the repert, he may do so before the date of hearing.

VALUATION OFFICER
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ANNEXURE-15

OFFICE OF THE

Drated;
Mo,

ORDER UNDER SECTION 16(5) OF WEALTH TAX ACT, 1957

1. WHEREAS, the determination of the fair market value of the property at
was referred 1o me by

vide No. dated and
EE T ]

2. WHEREAS a notice was issued to Shri . assessee of my

proposal to estimate the value as under

and
3 WHEREAS, the assessee stated his objections in writing on
4. Having considered the statement of objections made by the assessee and having con-

sidered the evidence produced by the assessee and taking into account all relevant materials gathered
by me, I estimate the fair market value of the said property as under as per details given in Annexure.

VALUATION OFFICER
ce:
1. The assesseeing officer along with a copy of Valuation Report,
2. The assessee. "
3. Chief Engineer (Valuation) "
4. The Superintending Engineer (Valuation)., "

VALUATION OFFICER
* if the case is taken over, this shall be indicated here.
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ANNEXURE-16

INSTRUCTION NO. 1905

“OR DEPARTMENT USE ONLY

F.NO. 328/114/92-WT
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
DEPARTMENT OF REVENUE
CENTRAL BOARD OF DIRECT TAXES

New Delhi, the 6th December, 1992,

To

All Chief Commissioners of Income Tax and
Dhrectors General of Income Tax,

Sir,

Sub : Reference to Valuation Officer under section 16 A ofthe Wealth Tax Act Effect of
amendments in sections 7 to 16A of the Wealth Tax Act with effect from 1-4-89-
clanfication regarding.

T TR ——

The Direct Tax Laws (Amendment) Act, 1989 has amended secions 7 to 16A of the Wealth Tax
Act and has introduced Schedule IIT with effect from 1-4-89. As per the amended section 7, (subject
to the provisions of sub-section 2), the Value of any asset, other than cash, for the purpose of the
Wealth Tax Act shall be its value as on the valuation date determined in the manner laid down in the
Schedule ITI, As per the amended section 16A, the Assessing Officers may refer the valuation of any
asset 1o a Valuation Officer only were, for the purpose of assessment, the market value of the asset is
to be taken into account under the provisions of section 7 read with the Wealth Tax Rules or the rules
in Schedule 111 to the Wealth Tax Act.

A combined reading of the two sections shows that the reference to the Valuation Officer U/S
16A can be made only in respect of an asset where is accordance with rules in Schedule TiI, market
value is to be considered for making of the assessment. Such reference to Valuation Officer shall be
mandatory if the case is covered by Section 16A(1) and it will not be open to the Assessing Officer 1o
decide the question of valuation on his own in such cases.

In cases of assets where rules in the Schedule 111 do not require taking of their market value for
making of the assessment, there is no question of making of any reference to the Valuation Officer u/s
16A. Their value 1s to be computed as per the relevant rule in the Schedule I11.

The above clarification may be kept into consideration while applying para 35 of Board's Circu-
lar No. 96 dated 25-11-1972 by the officers concerned. These instructions may please be brought to
“he notice of all concerned officers in your region.

(M.N, DIKSHIT)
CENTRAL BOARD OF DIRECT TAXES.
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10.

11.

12.

13.

14.

15.

ANNEXURE -17

SUGGESTED READINGS FOR VALUATION OFFICER

Development and Valuation of Urban Properties by Shri. PK. Ratho published by Vigyna
Prasar, C-24, Qutab Institutional area, New Dethi - 110 016

Theory and practice of Valuation by Shri. Roshan Namavathi

Valuation of R.eal Properties by Shi. Rangawala

Compilation of case Laws by Shri. PK. Kohli

Compilation of case laws part - IT by Shri. H.S. Dogra

Indian Valuer - monthly Journal of the Institution of Valuers

Library copies of "MULYAM" and different journal published by the Valuation Celi
Latest Manuals of YWealth-Tax Act/ Income Tax Act and gift Tax Act.

Instructions of CBDT and CE(V) issued from time to time (Circular files are maintained in
each valuation unit)

U.L.C. Act /Rent Control Act / Slum Rehabilation Act/Local by laws etc |
Master Plans of the towns of jurisdiction

Relevant local PWL Schedule of rates and specifications of the jurisdiction areas.
CPWD Plinth area rates, specifications, schedule of rates etc..

Cost Indices register of all important places within the jurisdiction.

ITR/Taxman publications.

15



ANNEXURE-18

DUTIES AND RESPONSIBILITIES OF JUNIOR ENGINEERS IN VALUA-

1.

2.

10.

11

12

TION CELL ISSUED VIDE A -26017/5/89/EC VI DATED 23-11-1989

Maintenance of receipt and disposal register of cases.

To put up draft notices/letters and monitoring of correspondence pertaining to valuation with
different authorities/ assessees.

Collection of data as required for valuation from organisation like Sub-Registrar Office, Im-
provement Trusts, or other organisation of State Govt.,, CPWD, P & T etc.

Maintenance and updating of sale instance register.
Compilation of monthly/annual progress reports.

Assisting the Valuation Officer during Inspection of properties in collection of all site data and
specifications.

Taking such measurements/details as required during inspection.

Assisting the Valuation Officer in scrutiny of records received from the assessee and data
collected during inspection.

Preparation of such analysis, details etc., required for valuation and preparation of drafts for
preliminary or final estimates of valuations, as well as assisting the Valuation Officer in prepa-
ration of report.

Assisting the Valuation Officer in dealing with the objections of the assessee's and preparing
draft replies as per the directions of the Valuation Officer

Assisting the Valuation Officer at all stages in appeal cases including preparation of drafts for
briefs arguments for defence during the appeal

. Assisting the Valuation Officers for review of reports.
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ANNEXURE-19

REVIEW REGISTER

Repr:rns Reports COMMENTS
subl:}mted reviewed under )R (i) €
Y 1) Report i) Comments
AVOVOSs column 1. 5
during the
month
1 2 3 4

Comments may be restrticted to items which are contrary to the Guidelines or intstructions
issued by CE's office from time to time, obvious errors etc.
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ANNEXURE -2{

PRO FORMA FOR REGISTER OF APPEAL CASES

SMo. Dewils of  Valuation Calegory  Appellate  Dmie of  Declared  Value Obser  Comments

the property  Report & authority  headng  Value &  held vation  on the
location & Mo & Yaluation Cfficer  assessed  in by the  appellatc Remark
name of the  File dales aliending  Value appeal  appellate aulhaority's
a33e350¢ Humber appeal authonly decision

1 2 3 4 5 & 7 8§ 9 10 1

BREAK UP OF CASES IN APPEAL FOR PROGRESS REPORT

Authortity Mo, of cases Ceclared Value as Value held in appeals Remarks
deciding value (in Iakhs) assessed by {in lakhs) ——
appeal(s) DI ATICS sornberorsiomtiisit = o oy o Any Special
{inlakhs} CTT{A) [TAT Coont Observations
1 2 3 4 5 3 7 ¥

CIT (Appeals)

Ingome-Tax

appellate

tribunal

Courts

TOTAL
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