OBAFEMI AWOLOWO UNIVERSITY
FACULTY OF ENVIRONMENTAL DESIGN AND MANAGEMENT
DEPARTMENT OF ESTATE MANAGEMENT
1 EST INA 0

COURSE: ESM 206/214: LAND ECONOMICS II TIME ALLOWED: 2 hours
INSTRUCTION: Candidates are to answer any four questions in all

(1) Investment decisions and appraisals are of considerable importance to any business
since they tend to determine its value. Identify and discuss the various classifications of
investment decisions. Emphasize the significance of investment decisions and
appraisals to the profitability of a firm. Also highlight the factors that influence
investment decisions (15 marks).

(2) Discuss the significant part of consumption theories emphasizing how people maintain
their consumption levels using real life illustrations. Suggest the factors that affect
individual consumption (15 marks).

(3) a. The land use pattern of any urban area is not exact reflection of the immediate and
current space requirements, but rather of the cumulative needs over the years which
provides the framework within which competition takes place between existing and
potential land users thereby influencing the pattern of land use in the area. In view of
this, discuss in details the general pattern of land use that has evolved in most urban
areas.

b. Explain in details the concepts of accessibility and complementarity (15 marks)

(4) a. Urbanization refers to the growth of towns and cities as a result of economic
development and industrialization. In line with this statement, discuss in details the
economic advantages of urbanization.

b. Using examples where applicable, explain in details the five main mechanisms of
urbanization (15 marks).

(5) a. The growth of an area depends on the amount of goods and services supplied to
outsiders (i.e. its exports). Discuss with hypothetical example.
b. Identify and discuss the factors that contribute to degradation of land in Nigeria.
(15 marks)

(6) a. ldentify and discuss the measures available to conserve land resources in Nigeria.

b. The problem of resources allocation exists as a result of needs and wants of people
that are endless but the resources to satisfy them are limited. Discuss. (15 marks)
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OBAFEMI AWOLOWOQO UNIVERSITY ILE-IFE
FACULTY OF ENVIRONMENTAL DESIGN AND MANAGEMENT
DEPARTMENT OF ESTATE MANAGEMENT
BSec. Estate Management Rain Semester Examination, 2016/2017 Session
ESM 212/202 - Principles of Property Valuation Il Time Allowed: 3 Hours
Instruction: Answer ANY FOUR questions. All Questions earry equal marks. Assume and
state necessary assumptions where necessary. Except where otherwise stated, assume freehold
yield of 9%, sinking fund of 3% and 40kobo in the Naira as tax.

1. White House Ltd. has a frechold interest in a residential property located at Obafemi Awolowo
way, Ikeja, Lagos. In 2010, she granted a 16 years full repairing and insuring lease to Green House
Investment at a rent of N 3 000,000,p.a for half of the term and N 3,500,000 p.a for the remainder.
While in occupation for Syears, Green House Investment granted a sublease to Blue House
Ventures for 9 years on full repairing and insuring terms. The rent reserved was N 4,000,000 p.a
rising by N 1,000,000 after the first Syears. Exactly a year ago, Blue House Ventures sublet
the property to Madam Pemishire for the rest of the term less one day at a rent of N 6,000,000 p.a
on full repairing on insuring conditions. A similar frechold property which was let at N 6,000,000
p.ain 2015 for 8 years has just been sold for N 720,000,000 while it has been established that this
type of property is worth N 7,000,000 p.a. The subject property is now a subject of acquisition
for redevelopment. You have been assigned to advice on the Capital Value of all the interests hold
by the parties. (15 marks)

2(a). What is marriage value? Describe four practical situations where marriage value can be said to
exist. (5 marks)

(b) Rubic Nigeria Limited is in occupation of a commercial space with a net floor are of 250.0m? on
a building lease having 20 years unexpired term at a rent of N 5,000 / m? annually. Eight years
ago, the property was leased to Ajose Properties Ltd on a 21 years FRI lease tem at a ren of N
28,000/ m? per annum. Rubic Nigeria Limited wishes to use the property as their headquarters
and propose to buy others interests in the property

You are required to:

(1) advice all the parties on the capltal value of their interest in the property

(i)  what will Rubic Nigeria Limited interest worth after the merger of the intrests
(iii)  calculate the marriage value

(iv)  explain what accounted for the marriage vaue if any

- (10 marks)

3(a) Briefly comment on the criticsms against the term and reversion and hardcore approaches
(5 marks)

(b) A shop premises in Lagere, Ile-Ife were recently let for N 100,000 per annum on a full repairing
and insurance lease for 25 years with 5 years review. The freehold subject to the lease was
subsequently sold for N 1,250,000. You have been instructed by a client to value the freehold
intrest in a comparable shop nearby let on FRI lease for 25 years with 5 year rent reveiw 2 years

ago. The current market rent is N 70,000 with an increase to full rental value at the next rent
review. '

You are required to calculate the market value of the freehold interest using
@) term and reversion approach
(i)  hardcore approach
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(i)  equivalent yeild approach

~ (iv)  explain why your value estaimate in (i) to (iii) above differs

(10 marks)

, 4(a) Discuss the significance of the term “Premium” to the stakeholders of valuation citing practical

examples. (5 marks)

(b) Senator Roberts proposes to surrender the lease which he held in respect of commercial premises

having three years to run. He obtained a 16 years lease at a rent of N 2,000,000 p.a. and paid a
premium of N 2,400,000. Senator Roberts has now approached the freeholder as he wishes to
extend his term by surrendering his present lease for 24 years at the same rent of N 2,000,000 p.a.
A comparable property was recently leased for N 6,000,000 with a freehold yield of 6 percent.
He is prepared to pay three premium of equal value. One immediately the lease is granted, the
second in 7 years’ time while the last in the middle of the lease term. You have been approached
to calculate the premium to be advanced. (10 marks)

5(a) “Premium is lump sum of money paid by tenant to a landlord in consideration for a reduction in

(b)

rent”. Discuss this statement with consideration to Estate Surveying and Valuation practice in
Nigeria. What benefit(s) if any does premium has to landlord and tenant? (5 marks)

Mr. Anjorin intends to take a lease of an office premises for 25 years at a rent of N 7,500,000.00
per annum. The FRV of similar properties is N 10,000,000.00 per annum. Return of investment
at FRV is 7% and return on leasehold is 8% and ASF of 3% and tax factor is 40%. Advice Mr.
Anjorin on the premium he should pay to the landlord. Justify why he should pay the premium.
(10 marks)

6(a) What are the similarities and differences between Cost-in-Use and Virtual/Sitting rent?

(5 marks) ‘

(b) Black Blast Quarry Industry is considering three alternative design proposals of 5-Bedroom

bungalows. The Annual running costs of Electricity, Maintenance and Cleaning are N4,500,000,
N15.000,000 and N2,500,000 for Design A; N6,000,000, N18.000,000 and N4,100,000 for
Design B, while Design C consisted of N3,800.000, N10,800,000 and N2,200,000 respectively.
Initial Development costs stood at N12,400,000, N11,000,000 and N12,000,000. The firm will
require N150,000,000 in 35 years’ time and N100,000,000 in 30 years’ time for redevelopment
for design A and B respectively. Future replacement of certain services are in the ranges of
N35,000,000 after 25 years and 50 years for Design A, N45,000,000 after 30 years and 50 years
for Design B, while Design C will take N30,000,000 after 20 years and 40 years’ time. Site
acquisition cost for Designs A, B and C are N3.000.000 N4,000,000 and N5,500,000 respectively.
Given that the anticipated life of buildings A and C is 60 years each, while B has 30 years or more

i ~ extended by 35 years due to rebuilding. Given a Discount rate of 8% and Annual Sinking Fund

- of 3%, vou have been consulted by the firm to advise by means of Cost-in-Use analysis on which

is the most cost effective of the designs? (10 marks)
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(8 lﬁsmle Management, thntl{y .‘.mvw.ying and Urbay synd Regional Planning
i Raln Semester Examination, 2013/201 !': ssion
Lo I‘SM 202 - Introduction to Property Vuluulion I lime Allowed: 2 % Hoprs

~ Ipstruction: Answer only FOUR ( )Qlustiuus All Quu.uo 15 carry equal marks. A neat
work will be appreciated. Assume 8"/.. frechold yu.!d 3‘/ sinking fund and 40Kk fax

Y

Question 1 N “oho

ﬁ hxcd1 ground rent of Ni15,000
nexpued Four-yéars ago Biola

Biola holds the residue of 99 years building lcase gr zmtu1
from the frecholder Alade, The bui ding lease has 67 year,
let the office edifice to Chukwudi at'a rent of 150,000 pef ¢ linum on 20 years full lepamng
and insuring lease. Two years ago, Chukwudi sublet the p H ises to Duke under a 10 years
full repairing and insuring lease at & rent of N280,000 per annum with a rent review clause at
the middle of the lease increasing|by N70,000, Freehold; interest in a similar property was
recently sold for NS,250,000, Adyise all parties. x 15 marks

|

mT——
—'.'::r.:

.J

Question 2

Barrister Jacstana tenant holding a commercial edifice bn full wpanrmg and insuring qusc
granted 15 years ago for a term of 22 years, He then wishgs tq obt'un a fresh lease at the same
rent and terms under a clause thaj the rack rent is to be -mc,lcaseq by half in the pnoppsed
term, The transaction provides that the rent reserved undey: the present lease is N3 mllhoq per
annum, while a rent of N7 million |s obtainable in the opep market IYou are required to: |

! I
(i)  Determine what premium can reasonably be agreed ppon by the parties.
~ . ‘ lT 10 marks
(i)  Assuming Barrister Jackson is willing tp P nd N2,500 000 to |enovatﬁ: the
structure in the 7™ year and triple the expepsme the; 14" year of the new %exm
advise both parties pn the rent that should peiﬁxed ‘1 5 marks

1

1
i}

i
t
i

Question 3 ~ | {

i, M. A has a freehold in a property located at Ikoy|, Lagos. The property was let to Mr.

B 12 years ago on Full Repairing and Insuring term for 30 years at a rent of N400,000, After
using the property for 7 years, Mr. B sublet the property 10 Mr, C for 18 years at a rent of
N700,000 on similar terms. Mr.| B now wants to usn th property far expansion qf his
business and desires to buy up the interests of others, rf\ pro fessional Valuer, you} have
been contacted to advise all parties on the amount to off i\nd thg: amount to accept in jorder
to strike a fair deal. Advise the pames and show all lhg calculatjon to support your claims,

Sumlar property in the nmghborh?od goes for N1,500, 0010 p{a : 12 Marks
b. What do you think gives rlsc to marriage value and h}ow is it created? 3 marks
Question 4. ' : : i

a. Under what condntxons are the uses of Residual and Prpt” it methods of valuation
appropriate? | . ] 5 marks

b. A modern office block located at Mayfair, lle-lfe is lﬁt m a first class user on a FRI lease

: a&_ N720,000 per annun, There is a reversion in 15 years’ pme The premises comprise 300
8 metre of net letiahle snace. Similar nremises are | rnrrf:mlv lerting for NS00 ner
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g Jo it b nt. Value
b on A 5% yield 'b'nslsli‘ as rackirented investment.
fon ¢ .

':'I '
5 marks |
5 marks .

|
ll' i
i )

i|.'1g amgng series of real pstate

' a, !c};féilenge of ch ;os}‘i

' week. Mr. Smith left a- Will where| he stated that his chi ren'slxould collect rent on; his

property one after the other on y,ear]y basis starting from nextyear (1.6 Taiwo — first; Kehinde ‘
~ second; and Idowu — third) in that order for the next l”b/ea(rs after which the freehold |
interest should go to his'wife Mrs, {Smith, The going rent Opéthc Pfoperty is N2,000,000| p.a |
and it is expected to remain same fqr the period of the existing lease which is 15 years. Value
the interest of the children. ! L o

‘ 6 Marks

: ilable

ur’ professional adv(;e.‘i‘ﬂ'he analysis of the aVﬂgl |
ontained in the table below: || | - |
T Tavdstment A Investizent B I“VGStBE”(';tC Z
3 : ‘Cost.of site " 11,500,000 '.1-,-200’@90!, = ;bsog,ms to bei;:mended
& | Anicipated e of fhe [4Syears [ S0years. [ -] |20 0 yedrs by|
buildﬁqg— = Ee—eie | S Hooaf for 2 yoal !
!. ' ' 1. redevelopment ,

Initial Development Cost | N50,000,000 | 40,00 ,oj 0 Nzo,ooo.ogg I

[ Redevelopment Cost S R e ! | | N10,000,0 :
2 Refurbishment Y N3,000,000 after | N5,000,000 ~after [ ----emeomeeme

¥ ~ ' .. |30years every is years . &
Discounted Rate 48% . .. 8% | | | 8% S |
Annual Sinking Fund | 4%~ - 4% 4% ; |
Annual Cost ¥ TR i L i | |
R C‘l,eafni'ng, I B 300,()00 400,000 { i {200,000 : i

o Electricity’i 250,000 500,000, 400,000 A
o Maintenapss ¢ 500,000 1,200,000 | 900,000 |
If your friend i3 0nly interested in Tost minimization, adviselon the best investment to, go for. :
RN B | 9 Marks |
; & ' Taiwo, Kehinde and Idowy %Tre the three childref left by LVlr. Smith who died last |

(+]

!
i

Question 6 B

. , | : R
8. Why is the cost of reinstatement d method of last resort in pr;opertr valuation.6 marks

b. Charles proppses to surrender th'c lease which he held

b - A
In respect of residential premises
having three years to run, He obtaingd the 15 years lease

: at a yent of N360, 000 p,a. and paid
a premium of N2,400,000 from the%onsct. Charles has novy"a}?proziched the freeholder as'he
wishes to extend ‘his term by surrenﬂering his present lease 'for 24 fyears at the same rent. A
comparable propgrty was recently | ased for N1,000,000 With!a frﬁéehold yield of 8%. He is
prepared to pay thre¢ premium of gqual value, One immediétely' the lease is granted, the
last when the lease has doubled over the term of the lease.
ced. ( 9 marks

|
H t
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OBAFEMI AWOLOWO UNIVERSITY
FALCULTY OF ENVIRONMENTAL DESIGN AND MANAGEMENT
DEPARTMENT OF ESTATE MANAGEMENT
201572016 RAIN SEMESTER EXAMINATIONS

COURSE TITLE: ESM 206 - Land Economics Time: 2 Hrs
INSTRUCTION: Answer any FOUR Questions

1. Variations in the features of different urban areas provide different frameworks within which
competition between the existing and potential land users decides the pattern of land use in any
urban area. Discuss in details the general pattern of land use that has evolved in most urban -
areas.

2a. Urbanization refers to the growth of towns and cities as a result of economic development
and industrialization. In line with this s{atement, discuss in details the merits and demerits of
urbanization.

2b. Using examples where applicable, explain in details the five main mechanisms of
urbanization.

3. Absolute and comparative advantages are two important theories in international trade that
largely influence a nation’s importation and.exportation. Explain these theories with illustration

4a. Consumption is one of the important concepts in economics. Discuss the relevance of this
concept to the economy

4b. Examine the theories of consumption and factors influencing marginal propensity to
consume

5a. Investment decisions revolve around how best to allocate capital to maximise their values.
Discuss this statement in relation to criteria to measure a good investment and challenges of an
ideal investment

5b Illustrate with practical examples, the difference between the concept of highest and best use
and the concept of land use capacity.

6a. Land resources conservation required various techniques to avoid land disturbance and
destruction. Discuss.

6b. Investment decisions require special attention because of the various reasons. Discuss.
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o OBAFEMI AWOLOWO UNIVERSITY ILE-IFE
FACULTY OF ENVIRONM ENTAL DESIGN AND MAI;KGEMEN'I'

o DEPARTMENT OF ESTATE MANAGEM ENT '
Bb.c.. Estate Management Rain Semester Examination, 201672017 Session
: ESM 2127202 - Principles of Property Valuation [T Time Allowed: 3 Hours

Instruction: Answer ANY FOUR questions. All Questions carry equal marks. Assume and
state necessary assumptions where necessary. Exeept where otherwise stated, assume frechold
vield of 9%, sinking fund of 3% and 40kobo in the Naira as tax. |

1. White House Lid. has a frechold interest in a residential property located at Obafemi Awolowo
way, [keja, Lagos. In 2010, she granted a 16 years full repairing and insuring lease to Green House
Investment at a rent of N 3 000,000.p.a for half of the term and N 3,500,000 p.a for the remainder,
While in occupation for Syears, Green House Investment granted a sublease 1o Blue House
Ventures for 9 years on full repairing and insuring terms. The rent reserved was ™ 4,000,000 p a
nising by N 1,000,000 after the first Syears. Exactly a year ago, Blue House Ventures sublet
the property to Madam Pemishire for the rest of the term less one day at a rent of ¥ 6,000,000 p.a
on full repairing on insuring conditions. A similar freehold property which was let at ¥ 6,000,000
p-ain 2015 for 8 years has just been sold for N 720,000,000 while it has been established that this
type of property is worth N 7,000,000 p.a. The subject property is now a subject of acquisition
for redevelopment. You have been assigned to advice on the Capital Value of all the interests hold
by the parties. (15 marks)

2(a). What is marriage value? Describe four practical situations where marriage value can be said to
exist. (5 marks)

(b) Rubic Nigeria Limited is in occupation of a commercial space with a net floor are of 250.0m? on
a building lease having 20 years unexpired term at a rent of N 5,000 / m? annually. Eight years
ago, the property was leased to Ajose Properties Ltd on a 21 years FRI lease tem at a ren of N
28,000/ m* per annum. Rubic Nigeria Limited wishes to use the property as their headquarters
and propose to buy others interests in the property.

You are required to:
(i) advice all the parties on the capital value of their interest in the property
(ii)  what will Rubic Nigeria Limited interest worth after the merger of the intrests
(iii)  calculate the marriage value
(iv)  explain what accounted for the marriage vaue if any
(10 marks)

3(a) Briefly comment on the criticsms against the term and reversion and hardcore approaches
(5 marks)

(b) A shop premises in Lagere, Ile-Ife were recently let for N 100,000 per annum on a full repairing
and insurance lease for 25 years with 5 years review. The frechold subject to the lease was
subsequently sold for N 1,250,000. You have been instructed by a client to value the frechold
intrest in a comparable shop nearby let on FRI lease for 25 years with 5 year rent reveiw 2 years
ago. The current market rent is N 70,000 with an increase to full rental value at the next rent

review,

You are required to calculate the market value of the frechold interest using
(i) term and reversion approach
(ii)  hardcore approach
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. OBAFEMI AWOLOWO UNIVERSITY ILE-IFE
FACULTY OF ENVIRONMENTAL DESIGN AND MANAGEMENT
DEPARTMENT OF ESTATE MANAGEMENT
< BSe. Estate Management Rain Semester Examination, 2016/2017 Session
g ESM 2127202 - Principles of Property Valuation 11 Time Allowed: 3 Hours
: Instruction: Answer ANY FOUR questions, All Questions carry equal marks. Assume and
state necessary assumptions where necessary, Except where otherwise stated, assume frechold
yield of 9%, sinking fund of 3% and 40kobo in the Naira as tax,

1. White House Ltd. has a frechold interest in a residential property located at Obafemi Awolowo
way. Ikeja, Lagos. In 2010, she granted a 16 years full repairing and insuring lease to Green House
Investment at a rent of N 3 000,000,p.a for half of the term and N 3,500,000 p.a for the remainder,
While in occupation for Syears, Green House Investment granted a sublease to Blue House
Ventures for 9 years on full repairing and insuring terms. The rent reserved was N 4,000,000 p.a
rising by N 1,000,000 after the first Syears. Exactly a year ago, Blue House Ventures sublet
the property to Madam Pemishire for the rest of the term less one day at a rent of N 6,000,000 p.a
on full repairing on insuring conditions. A similar frechold property which was let at N 6,000,000
p.ain 2015 for 8 years has just been sold for N 720,000,000 while it has been established that this
type of property is worth N 7,000,000 p.a. The subject property is now a subject of acquisition
for redevelopment. You have been assigned to advice on the Capital Value of all the interests hold
by the parties. (15 marks)

2(a). What is marriage value? Describe four practical situations where marriage value can be said to
exist. (5 marks)

(b) Rubic Nigeria Limited is in occupation of a commercial space with a net floor are of 250.0m? on
a building lease having 20 years unexpired term at a rent of N 5,000 / m? annually. Eight years
ago, the property was leased to Ajose Properties Ltd on a 21 years FRI lease tem at a ren of N
28,000/ m? per annum. Rubic Nigeria Limited wishes to use the property as their headquarters
and propose to buy others interests in the property.

You are required to:
(1) advice all the parties on the capital value of their interest in the property
(i)  what will Rubic Nigeria Limited interest worth after the merger of the intrests
(iii)  calculate the marriage value
(iv)  explain what accounted for the marriage vaue if any
(10 marks)

3(a) Briefly comment on the criticsms against the term and reversion and hardcore approaches
(5 marks)

(b) A shop premises in Lagere, Ile-Ife were recently let for N 100,000 per annum on a full repairing
and insurance lease for 25 years with 5 years review. The freehold subject to the lease was
subsequently sold for N 1,250,000. You have been instructed by a client to value the freehold
intrest in a comparable shop nearby let on FRI lease for 25 years with 5 year rent reveiw 2 years
ago. The current market rent is N 70,000 with an increase to full rental value at the next rent
review.

You are required to calculate the market value of the freehold interest using
1 term and reversion approach
(ii)  hardcore approach
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(i)

equivalent yeild approach

iv)  explai ur value estaimate in (i) to (iif) above differ 10 marks)
) plain why yo
ion citing practical
4(a) Discuss the significance of the term «premium” to the stakeholders of valuation 1 I(Sg P marks)
examples.

- : i ises
(b) Senator Roberts proposes to surrender the lease which he held in respect of(; goggglerzla; ri;' ‘;;2113 ;
having three years to run. He obtained a 16 years lease at a rent of N 2,0 ,d p-h-e ales
premium of N 2,400,000. Senator Roberts has now approached the freeholder as o 00 ma
extend his term by surrendering his present lease for 24 years at the same rent 01? N 2,000,000 p. t‘
A comparable property was recently leased for N 6,000,000 with.a freehold ylelq of 6 percex}1l .
He is prepared to pay three premium of equal value. One immediately the lease 1s granted, the
second in 7 years’ time while the last in the middle of the lease term. You have been approached
to calculate the premium to be advanced. (10 marks)

5(a) “Premium is lump sum of money paid by tenant to a landlord in consideration for a reduction in
rent”. Discuss this statement with consideration to Estate Surveying and Valuation practice in
Nigeria. What benefit(s) if any does premium has to landlord and tenant? (5 marks)

(b) Mr. Anjorin intends to take a lease of an office premises for 25 years at a rent of N 7,500,000.00
per annum. The FRV of similar properties is N 10,000,000.00 per annum. Return of investment
at FRV is 7% and return on leasehold is 8% and ASF of 3% and tax factor is 40%. Advice Mr.

Anjorin on the premium he should pay to the landlord. Justify why he should pay the premium.
(10 marks)

6(a) What are the similarities and differences between Cost-in-Use and Virtual/Sitting rent?
(5 marks)

(b) Black Blast Quarry Industry is considering three alternative design proposals of 5-Bedroom
bungalows. The Annual running costs of Electricity, Maintenance and Cleaning are N4,500,000,
N15,000,000 and N2,500,000 for Design A; N6,000,000, N18,000,000 and N4,100,000 for
Design B, while Design C consisted of N3,800.000, N10,800,000 and N2,200,000 respectively.
Initial Development costs stood at N12,400,000, N11,000,000 and N12,000,000. The firm will
require N150,000,000 in 35 years’ time and N100,000,000 in 30 years’ time for redevelopment
for design A and B respectively. Future replacement of certain services are in the ranges of
N35,000,000 after 25 years and 50 years for Design A, N45,000,000 after 30 years and 50 years
for Design B, while Design C will take N30,000,000 after 20 years and 40 years’ time. Site
acquisition cost for Designs A, B and C are N3,000,000 N4,000,000 and N5,500,000 respectively.
Given that the anticipated life of buildings A and C is 60 years each, while B has 30 years or more
extended by 35 years due to rebuilding. Given a Discount rate of 8% and Annual Sinking Fund
of 3%, you have been consulted by the firm to advise by means of Cost-in-Use analysis on which
is the most cost effective of the designs? (10 marks)
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DEPARTMENT OF ESTATE MANAGEMENT
%

¢. Estate Management, Quantity Surveying and Urban and Regienal Planning
- Rain Semester Examination, 2015/2016 Session
tSM 202 - Introduction to Property Valuation 11 Time Allowed: 2 ¥ hours

AN

R ey

Instruction: Answer Question ONE and any oither TWO. All Questions carry equal marks.
A npat work will be appreciated. Assume 7% frechold yield, 3% sinking fund and 0K tax.
State any other necessary assamption(s) where necessary to arrive at full answer.

1. Senator Chelsea has a frechold interest in a commercial 3 bedroom bungalow property
located in Admiralty Way, Lekki Phase 1. Lagos. In 2002, she oranted a 26 ycars tul
repairing and insuring lease to Chief Manchester a rent of N 6,000.000,p.a for balf of the
term and N7,500,000 p.a for the remainder. While in occupation for 7yeuars, Chiet
Manchester granted a sublease to Comrade Liverpool for 9ycars on full repairing and
insuring terms. The rent reserved was N 9,000,000 p.a rising by a quarter of the reant after the
first Syears. Exactly a year ago, Comrade Liverpool sublet the property to Mr Arsene
Wenger for the rest of the term less one day at a rent of N 12,000,000 p.a ou lull repairing on
insuring conditions. A similar frechold property which was recently let at N 14,000,000 p.a
for 8 years has just been sold for N 650,000,000. The subject property is now a subject of
acquisition for redevelopment. You have been assigned to advisc on the Capital Value ot all

e

the interests held by the parties. 20 marks

N

4 There are controversies on the relevance of Marriage Valuation in landed proporty
appraisals. Discuss. 3 marks

King Oduduwa has the residue of 99 years building lease granted at fixed ground rent of
N15.000 from the {reeholder Chief Adediwura. The building lease has 76 vears unexpired. Four
years ago, King Oduduwa let the office edifice to Mallam Abubakar at a rent of 130,000 per
annum on 20 years full repairing and insuring lease. Three years ago, Mallam Abubakar sublet
the premises to Benson under a 10 years full repairing and insuring lease at a rem ot N280.000
per annum with a rent review clause at the middle of the lease increasing by N70.000. I rechold
interest in a similar property was recently sold tor N7.250,000. You have been duly
commissioned to: .

i Advise all parties. 10 marks
ii. If King Oduduwa wishes to purchase the property. how much should she offer for the

interest of Chief Adediwura and Mallam Abubakar. S marks :

3. a. ldentify the similarities and difterences between Cost-in-use and Virtual/ Sitting Rent

- o
S Maras.

Scanned with CamScanner



|
|
i
1
£

l
s
-

1
|
{
i

Redev elopments

i certain parts/services

% b. Lngmeer Fkeleme Josiah, a merchant dev
- flats design proposals, the result of which are containe
wmmls«,mncd to advise Engineer Ekeleme Josiah by means 0

option i3 the most cost effective of the three.

eloper, is considering three altern:

d in the table below. You have been

. Description | Design Option X Design Option Y Design (%%t(l)oqi_u i
i Site Acqumt‘_lm Cost * N 3.000.000 N 4,000.000 ' N 6.000,
% mlc:pated_llfc; of |60 years 30 vears extended bv 60 years
! building | | 30 years due
B % rebuilding j B :
Initial Development Cost | N 4,600,000 L;x 4,000,000 ‘ N 4,500,000

- N 50,000,000 1n 30
__years’ time

vears tlmm

Future ;mewmcm of
| years and 40 years

3& 3,000,000 after 20

g = |
l N 5,000,000 after 15 | N 10,000, 000 after

| vears and 45 years | 20 years and 40
| | years

I)zswum mfc 6% | 6% - 6% o
- Annual ﬂmkmgktund N | 3% 3w
/\nnudl lunning Costs | f o __w_-_.__:.---_.-- o
-5 ILLIr.ul\ { ‘l |
Ciearing N420,000 | N500.000 ; N550.000
-Maintenance N580,000 | N450.000 | N600.000
| N§50.000 | N700,000 ? N900.000

1

s . i P e e e e

15 marks

4. a. Discuss the concept of Premium and state its relevance to the stakeholders. 6 marks

ative block of

f cost-in-use analysis on which

‘

b. Levents stores Limited, held a lease of an office premises on a full repaiting and insuring
lease for 20 years, which was granted in 2000, desires to surrender its lease and wishes (o obtain

& fresh lease at the same rent passing. Meanwhile, the rack rent for the proposed lease is

civisaged to increase by half, while the term is envisaped to deer

case by half of the present term

The rent reserved under the present lease is N4,000,000 p.a. and the market rent is presentiy put

a4t NO.UOVH0U p.a.

advanced

S Write short notes on the tollowing with practical illustrations

. Valuation tables

o, Profit and Residual Methods of Valuaton

<. Premium and Profit rent

d. Surrender and renewal of leases and Annual Equivalent

¢. Parpose and Basis of Valuation

4 marks
4 marks
4 marks
1 marks
4 marks
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You are required to determine what premium that can reasonably be
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Y
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{ i

rveying and l’rl,lflill and Regional Planning |
ation, 201472015 Session
ation 11 || Time Allowed: 2% Hour!

!
. | 1
Instruction: Answer only FOUR (4) Questions, All Questions|garry equal marks. A neat
work will be gppreciated. Assume 7% freehold yield, 3% sin_kingE fund and 35k tax. State

- |
any other necu}ssary assumption(s) where n eessary. Lt

‘ B.Sc. Estate Management, Quanti y Suy

% Rain Semester Examin
ESM 292 - Introduction to Property Valy

it ;
ol i
1. Senator Christopher Adu holds & freehold i terest in a thrcc-ﬂooﬂcdmmcf cial property loc:a.th
at Salvation A\’renue, Off Opebi road, Ikejg, Lagos. In 2011, he grgnted a 16-year full repairing
and insuring lease to Barrister Obanikoro at afrent of N1million p.a for half of the term per floor;
and N1.5 million per annum for the remindgr on: similar floor b ;sisl‘. While in occupation _fof
2years, Bm'ristg,lj Obanikoro granted a sublease to Chief Macauley, for 9 years Qr_l:fl.lll" repairing
and insuring term Therent reserved was a total of N4 million p.a. rising by N2 million after the
first 5 years. Exactly a year ago, Chief Macauley sublet the propgrty to Ash Anderson, a legal
firm, for the rest of the term less one day, at|a total rent of N7mil iiori p.a. on full repairing and
insuring copditjon. , IR I |
A similar freehold property-which was let al 8 million p.a. for 8 years has just been sold fo
N320 million while it has been established that this type of propgrty! is worth N9,000.00Q p.a
The subject praperty is now a subject of acqu,isitiop for redevelop;ix‘en}. You have been assigne

to advice on the Capital Value of all interesfs held by the properties l . 15 marks,

he farm is a good arable lan
;,’in;cludé the sales of Shagar
_ ) q'is ing modern amenities w
poorer arable land Eq}pdlpoor buildings consistin
bubakar’s farm of 3() hectares with good land bu%
onstrate your valuatj ﬂn ?ccordingly and advise oug

i 10 marks

2a. Value the freehold interest of Obasanjo Farm of 180 hectares. [
with a full range of modern buildings. The eyidence of recent salg
farm of 220 hegtares with better land than Qbasanjo farm land, con
sold at N35 million, Then Jonathan farm s
170 hectares and costing N10 million. Lastly,
few buildings was sold for N8.1 million. De
the appropriate ;v_alue opinion,

)

PR = PR = VIS e i — TV

b. What are the:strength_‘and _WGakriesscs of pry |

hfit and residual meth%ds‘iof valuation? 5 marks

THRE .
ng the supply of land|and building in a location of
; : 5 marks |

3a. Enumerate five principal factors in,ﬂuanpi,
your choice in Nigeria. =~ = - '

\

s coalf My T - l
: g’o?drt’. Ag:)sa has a frechold interest in g PlfOiP‘:rtY;@_t. Lagere, Ile-Ife | The property was let to Mrs!
| " ? Orh years 7 years ago on FRI basxs_ at a rent of N200,000 X The lease terms require that|
¢ ‘caseholder would pay an Aiqu’a'l premium|of N400,000 on entry at the end of 6", 12", and'
. M. Also it was covgnanted that Mrs Adisa would provide a new bore!
g‘xg‘aaéeao?zfequz*sr?,og)p at themend of 107 year of the lease, ée \leo wished to extend the}
-~ property in the ﬁelpﬁbg uﬁ thzlls year af the lease at an estimated t#ost of N600,000. Similar:
.  property will Wthgnmgrogg a rack rent of] N350,000 per annunj and it is envisaged that the,
E e o ik Vet e Per annum at the end of the lease if a) the proposed improvements:
' |7 AR RO intatests subsisting in the property. | | 10 marks|

18" years of the lease te

sty SRE T SO

e ’ i‘ :
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! ! P :
and a yearly net receipt of N 150,000 p.a. for 15 years with four
d lhul‘thcrc will be refurbishment to the tune of N250.000 in year 10
d the risk prcmim;h on property is 2%, The all-risk yield in this ¢ase i
and advice ficnm{ur Buhari accordingly. (10 marks) |
(b) Enumerate the merits and demerits of the NPV g | | |

pucstion 4

(@) Chiet' Iwalewa intends 1o purchase a pruri
Nl()_,()O(LOQ0.0()k. Evidences from comparable
. N1,500,000.00k p.a and it is expected to be rece

nitinl capital investment of N1,500,000
yearly rent reviews, It is also estimae
Given that the risk free rate is 9% gy
6%. Calculate the profitability index

Y o ivita ' : -
pproach as a viabilityltechnique (5 miarks)

eity along Jejelaye  road through debt finande fu
properties indicates that such properties can be let for
; , ved two years in advance at the first instance and then 1o
erease by 20% every two years. Interest charges on debt finanee are 20%. Advise Chief Iwalewa bn the

viability of the project, assuming a payback peribd of seven years. (10 miarks)
(b) Based on your advice to Chief Iwalewa, briefly enumerate the reasons for the choice of method wid fhe
factors that could:aft}:ct the accuracy/validity ofjyour calculations | (5 marks)
Question S | :
| (8) As a development consultant, you are required fo adviss your client, Hon. Ojogbon on the viubility of an
i investment whicly he seeks to undertake. The proposed cost outlay is zis- follows:

Initial developmént cost of N93,000, and yearly net receipt of N18,000 in year 1; 324,000 in yeur 2.
N26,000 in year 3; N26,000 in year 4; 830,000 jn year 5 and N22,00Q in year 6.

Given that the cost of capital is 18%, Calculate the IRR of the projecfaq'd advise Hon. Ojogbon based on
your findings. e : ( o ~ Li | (10 marks})
(b) What are the pragtical problems with the use ofzthc IRR as a viability }{;cl;mique (3 marks)
! - | %
Question 6 ;'

£l

Your client, LI‘VINGl SPRING Properties has requegsted for your professi?nzﬂ services to determine the value
of a site on which two (2) blocks of 6 Nos, 3-Bedropm flats are proposed éTq}’tal outgoings inclusive of all fees
but exclusive of short term finance are N6,000,000 fPr the first year and N%,SO‘0,000 for the second year payable
quarterly in arrears. The beak down of cost is as fol?ows: ‘

i
First year S - | Second year f '
Period 1 N1,250,000 Period 5 | N1,500,000
Period 2 N1,450,000 Period 6 | N1,750,000
Period 3 N1,550,000 Period 7. | N1.750.000
Period 4 N1,750,000 Period 8 - N1,500,000

t

It is envisaged that a,block of 6 Nos, 3-Bedroom flats will be completed 'in 15 months and let immediately tor
N250,000 per quarter. The completed scheme witly a total income ot‘NQ%OO 000 per annum is to be sold for
N35 Million once the remaining block is let withinlan estimated period of three months after building work is
completed. Finance is obtainable at 4% per quartei‘ and a return to cover risk and profit at 17% of capital ts
desired. Determine the value of the site using (i) Thie Net Terminal ValuegAﬁproach and (i) Net Present Value
Approach. ! Vo (15 marks)

i
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