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Chapter - 2Valuation
� Valuation : property Actual costprocessing valuatiion property valuatioin 
(i) Buying & selling  of property(ii) Fixation of tax on property(iii) Rent fixation on property(iv) Security against loan
� Gross Income:

property income total income gross income 
� Net Income : property total income outgoing income net Income Net Income = Gross Income- Out going
� Outgoings : property structure maintain 
(1) Taxes: property taxes (i) Municiple Tax (ii) Wealth Tax (iii) Property Tax
2. Repair: property properly maintain annual repair annual repair consider 
(i) 1 1½ Month Rent
(ii) 10 15% of the gross income
(iii) 1 1.5% of the total cost of project3. Management and collection charges:

property maintain sweeper, motarman,liftman, guard category 
Management 5% 10% of the gross income  consider 4. Sinking Fund5. Loss of Rent

� Scrap Value : property structure life End of the life ofthe structure property property dismental Scrap value 
Building structure scrap value total cost of construction 10% 

� Salvage Value : propoerty, structure life dismental value salvage value 
� Market Value : property structure open market value market value 
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Market value time to time change market value demand
Book Value : Book Value = orignal of cost of structure - Annual depreciation inprevious years

Note:
property life book value scrap value 

� Reteable Value : property gross income annual repair ormaintainance deduct income rateable value
Note: property tax rateable property fix taxesrateable value percentage fix 
� Sinking Fund : property life annualy, half yearly, quarterly found structure life sinking fund 
� Annual Installment of sinking fund (I)=

1
n

Si

i i� �

S-Total sinking fund amounti= Rate of interestn=life of structure
Q. An old building has been purchase by A person at a cost of Rs 30000 exculdingthe cost of land. Calculate the amount of annual sinking fund at 4%. Interestrate an assuming the life of structure 20 years and the scrap value of build-ing as 10% of the cost of purchase?

Annual installment of shinking=
1

n

Si

i i� �

Total cost =30000
i=4%= 4

0.04
100

�

Scrap Value = 10
30000 3000

100
� �

Sinking fund =30000-3000=27000
I= 20

27000 0.04
906.70

1 0.04 1

�
�

� �

Year Purchase: Year purchase is define as the capital sum required to be in-vested in order to receive annuity of Rs. 1.00 at certain rate of interst.
invest amount year purchase 

Year purchase = 100

intRate of erest

Q. Find out the value of year purchase at the 6% rate of interest?



Y.P.= 100 16.66
6

�

� Obsolescence :- property structure outdated property market rate property value obsolescence 
� Capital Cost : property structure  construction cost+land cost capital cost 
� Capitalized Value : The capitalized value of a property. is the amount of a moneywhose annual interst at the highest prevailing rate of interest will be equal tothe net income from the property is called capitalzied value.

property capitalized value amount highest rate ofinterest annual interest property net income capitalized value Capitalized Value= Year Purchase X net Annual Income
Q. Find out the value of capitalized value of a property at 8% prevailing rate ofinterest. Whose net annual income is 2 lacs.Sol.Capitlized value = Year purchase X net income

100
200000 2500000

8
� � �

Capitized = 25 Lakh
� Deprecitation ( property structure rate of wear& tear, obsolescence, decay time depreciation 

property methods (i) Straight line method(ii) Constant percentage method(iii) Sinking fund method(iv) Quantity survey method
(i) Straight Line Method: method property annual depreciationsame amount number of yeartotal depreciation calculate 

Annual Depreciation C S

n

�

Annual depreciation (D)= cosOrignal t scrap value

life of structure

�

C=Orignal CostS= Scrap Valuen=Life of structure
2. Constant precentage method: method annual depreciation precentage
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consider method declining balance 

Annual Depreciation (D) = 1/

1

n
S

C

� �
� � �
	 


3. Sinking funds method ; method annual depreciation propertysinking fund amount interest
4. Quantity survey method: method highlyqualified highly Experienced  surveyer method annual depreciation 
� Free Hold Property: property owner completely right(owner free hold property 
� Lease hold property : property owner property lease yearly halfyearly against payment lease hold property 
� Distress Value : property war zone earth quake zoneproperty owner financial Value distress value 
� Monopoly Value : property advance features property owner market rates value monopoly value 
� Sentimental value : owner property attachment owqner property market high rates  owner offered value sentimental value 
� Speculative value : owner property profit property valuespeculative value 
� Accomodation Value : agriculture land city, town, factories developmentarea Accomodation Value 

Determine the depreciation of building
� Structure : Building structure depreciation average life 80year consider building structure annual depreciation 
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S.No. Life of Structure Annual Depreciation Total Depreciation Cumulative Depreciation1. 0-5 Year Nill (Zero) 0 0 2. 5-10 Years ½% per year 2.5% 2.5%3. 10-20 Years  ¾% per year  7.5% 10% 4. 20-40 Years 1% per year 20% 30% 5. 40-80 years 1½% per year 60% 90%
� Mortgage Lease : owner  firm property against mortgage loan firm mortgagar Mortgagee 
� Method of Valuation: valuation (i) Rental Method of valuatioin(ii) Direct Compression with the captial value(iii) Valuation based on profit(iv) Valuation based on cost(v) Development method of valuatiion(vi) Depreciatiion method of valuation
� Earnest Money : government departement tender inviteFund (2% of thetotal cost of project) contractor Earnest Money tender contractor earnestmoney contractor tender earnest moneyrefend 
� Security Money : contractor tender open  contractor security fund inculding (10% of the total cost ofproject) earnest money security money 

Security money refundable minimum refundable period 6month Season
� B.S.R,. (Basic schedule of rate) : government department document items current rate B.S.R 
� F.A.R (Floor Area Ratio): It is the ratio of total constructed area at all floors toplot area.

F.A.R.=Total constructed area at all floors
Plot Area

� Types of work ; Work are classified as differentTypes :(i) Petty work : cost of less than 50000(ii) Minor work : Cost of work more than 50 thousand and less 2 lakh.(iii) Major work : Cost of work more then 2 lakh.
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(i) Petty work : petty work 
(ii) Minor work: minor work 
(iii) Major work : major work 
� Staff organisatioin of government department :Chief Engineer (head of the deparment)Head of deapartment cheif engineer Chief Engineer (Head of the department)

� (state level)Additional Chief  Engineer(Zone level)
� Superindent Engineer (SE)(Circle level -District level)

�Executive Engineer (Ex. En)(Division Level)
�Assistant Engineer (A.En)Junior Engineer (J.En)

� Contengencis estimate head sub head fund generate Contengencis charges total cost of project 5% 
� Work Charge Estabilishment : project start temporary staff ( super Wiser) work charge establishment Work charge estabilishment total project cost amount fix 
� Prime cost - articles item shop prime  cost 
� Provisional Sum : Items estimate specification detail items estimate fund provisional sumItem provisional items 


