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(A cooperative IS an autonomous association of
persons united voluntarily to meet their common
economic, social and cultural need and aspirations
through a jointly owned and democratically controlled
enterprise.)
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NAMASTE

ER.YUVARAJ DHAKAL

CONSULTANT ENGINEER,VALUATOR
RYMES ENGG. CONSULTANT
Contact: 9841628848
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LEARNING CREDO

What | Hear, | Forget
‘What I Hear and See,

What I Hear, See and Ask Questions
about or Discuss with someone else,

What I Hear, See, Discuss and Do,
Allows me to acquire knowledge and
Skill
What I inspire another to learn,

I Master

FE?
fepmr g ?
IEARE ?

FAN FHAT AW TH?
et | e feRaeaRET ?
fFaTeT & & g1 ?

A FAR e ?
U] FIT AT T2
ARG & B HIAAT 2
AT FAR &2




quTe &1 iy faere |

TUTE GETHT FFITE T

= ~ &

FH & & B 7

Teige? ?

2022/04/06

What is Valuation & Methods of Valuation

What is Valuation ?

* Valuation is the technique of estimating or determining
the fair price or value of a property such as land
building, assets, equipment's, vehicles etc.

¢ In other words,Valuation is an art of recognizing the
actual, unbiased, legal, and logical present value of a
property on the basis of its depreciated rate,
government rate and commercial rates.




What Is Value??

e Price
- Price is the amount paid for acquiring any product or services.
- Estimate: Through Pricing policy

- Determine:What a company charges?

e Cost

- Cost is the amount incurred in producing and maintaining the product

- Estimate: Through computation of expenditure

- Determine :What a company incurs or spend?

¢ Value

-Value is the utility of a goods or service for a customer.

- Estimate: Through usefulness

- Determine:What product pays to the customers i.e. worth.
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Example

Key Differences

Price = ¥ 20 Lakhs
Cost = 2 16.5 Lakhs

Example Cont......

Manufacturing Cost for
manufacturer = ¥ 10,000
Value for a customer =
Immeasurable

Key Differences

P
Price = High Price = Low
Value =Low Value = High




Any asset has a value in an open market if it possesses
four basic economic and legal aspect

+ Utility - Utility can be defined as the pawer of & goods or an asset to satisfy the use

or need of prospective purchasers. Since Value is dependent on degree of

of need according to perception of an individual, itis subjective and varies

from person fo person, the greater ifs potential for use for different purposes, the
greater its utility.

Scarcity - Scarcity is a refative term and must be considered in refation to effective
demand and effective supply and the alternate uses, present and / o prospective, to
which asset can be put to. This does not mean that it literally has to be very scarce,
merely that the supply is limited and insufficient to meet total demand.

Marketable or in Demand - Demand implies not only desire fo possess a thing in
view of presence of need but it must also be supported by efforts to acquire a thing
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Cont....
wry & Jnrernational Practice of Fived Asset Valsation appropriate 1o Nepalese Context

in terms of monetary power. Thus, demand must be effective demand and if any of
the two i.e., either desire or efforts is Jacking, there is no demand. It suggests the
magnitude of interest and buying power in the market for purchasing property, so that
there are potential buyers who wish and are able to purchase.

The forces of supply and demand determine value. When there is little or no demand,
then the property will have little value, however much it costs to construct or acquire.
Conversely, if there is extremely good demand, and particularly if this is coupled with
low or restricted supply, the property will have a very high value, which can far
exceed its cost.

Transferability - Transferability is a legal concept which must be considered in
determination of value of a property/ asset. If an asset is not legally transferable, in
whole or in part, it will not have value in the markef.

Itis necessary that all these four essentials must go hand in hand and in the absence of
any one of them, the commodity will have no value.

Purpose Of Valuation

Along with the engineering professional practice,
valuation has other different purposes.Some of them
are:

For mortgage as security of loan by bank or organization.

Buying or selling of property on saleable rate.

For tax fixation or assessment of taxes

For fixation of insurance premium, mostly used for vehicles
valuation.

For partition of a property

To determine speculation i.e., more than fair price in selling.
For determination of rent.




Factors Affecting The Valuation

Present and future value of the property

.

Type of property (Residential/Commercial/Agriculture/Industrial)

.

Location of property (Residential/Commercial/Agriculture/Industrial)

Accessibility to the property

Climatic Condition

.

Type of structure

.

Topography
Road width and motor able access

Hold type (freehold/rented)

Residual age of the property
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Valuation in Nepal

Based on the existing law and practice the
valuators are;
- Civil engineers

CDO (freen wome wier)

Land Revenue officer (aremia #mierm)

Surveyor (ardt Feme)

Tax officer

Court (@)

(not clear)
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Terms used during preparation of valuation report

for Bank and financial institution purpose
| Client

2 Owner

3 GovernmentValue

4 Market or commerecial value
Fair MarketValue
Distress value
Depreciation
Plinth Area Method for Valuation
9. Legal Documents

10, Site plans

Valuation Report shall cover/consists of the following:
Identification and status of the Consultant,
Identification of the client(s) & Identification of other intended users,
Purpose of the valuation,

Identification of the asset being valued,
Basis/bases of value used,

Valuation date,

Extent of inspection and investigation

Nature and source of the information relied upon,
Assumptions and special assumptions,

Relevant attachments.




Legal Documents required for valuation

For Valuation of land

Copy of Land Ownership Document ( Lalpurja)

Copy of Land Revenue payment reciept

Copy of Char Killa Approval Letter

Copy of Citizenship of Owner of property

Copy of Citizenship of Client/Owner

Latest original survey map (blue print) of the area with clear print out of the respective plot(s),
duly stamped by the Government Land Survey Office mentioning - for Bank and Financial
institution purposes.

Location Plan

Site Plan

Clear Photographs from important angles

For Valuation of Building

Approved Bilding Drawing and Floor plans approved by municipality
Copy of Building Construction Completion Certificate
Insurance of building

the case of company as Financial institution’s client

Firm Registration Certificate
PAN Registration Documents
Tax Clearance Reciept
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Process of valuation

e}

i

+ Document collection
+ Filed Visit by cooperative credit officer

+ Field Visit by Valuator Engineer & representative of cooperative with owner.

* Detal inspection , measurement , inquiry , finding market rate etc,

+ Preliminary report submission to coopeative by valuator.
+ If loan Sanctioned , submission of Final report to cooperative by valuator
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fagres

(@) smraa fagr (Cost Approach):
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* (@) F® g fagr=r (Market Approach):
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NORMAN NEEDPED SOME HELP WITH
HIS PRESENTATION TECHNIQUE!

gEd ATIRT SHTS

1 Bigha (fF97) = 20 Kattha (¥21) 1 Ropani (Z19+T) = 256 Daam (3T9)

1 Bigha (f39T) = 6772.63 m? 1Repani =4 Matomuri

1 Bigha (f39T) 272900 sq. ft. 1 Khetmuri= 25 Ropani

1 Bigha (7397) =13.31 Ropani 1 aana (51) = 4 Paisa (7T)
1 Kattha (%) = 20 Dhur (57) 1aana (A7) = 31.80 m*

1 Kattha (¥27) = 338.63 m? 1 aana (AT7T) = 342.25 sq. ft.
1 Kattha (F21) = 3645 sq. ft. 1 aana (A1) = 16 Daam (3T)
1 Dhur (47) = 16.93 m? 1 Paisa (9#1) = 4 Daam (3T
1 Dhur (37) = 182.25 sq. ft. 1 Paisa (7971) = 7.95 m?

1 Ropani [{I71) = 16 aana (4r7) 1 Paisa (91 = 85.56 sq. ft.
1 Ropani [C174T) = 64 Paisa (7)1 Daam (37%) =1.99 m?

1 Ropani (Z1977) = 508.72 m? 1 Daam (379) = 21.39 sq. ft.
1 Ropani (Z19T) = 5476 sq. ft. 1Haath=15f
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Minimum Valuation
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Valuation for compensation

s i 703 1 7o v, F{ATSATPY fepferet ¥ A Frrafor
ABIR s s o st o B 74 ey wefieeivee s
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Valuation practice in Bank and financial
institution

Market price (...%)

Minimum valuation by government for registration
(wrerita B 203%) (%)

* Type of road
* VDC/Municipality

Is it sufficient 777
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Android mobile BT naapi App T ST
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FAIR MARKET VALUATION

0 Gather Information

o Do a Comparison

—
=\

o Consult a Professional “

= -

PATRIOT

Land area calculation

* Calenlation as per lalpurja

2

* Caleulation as per trace map

¢ Calenlation as per field measurement

¢ Minimum acea should be considered

WIDENING
EXSTING ROAD

from above three calculations.
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Description and technical details of property

* Land Description

* Commercal Importance

* Location of property

* Legal aspect of the property
* Technical details of building

2022/04/06

Land Description

* Actmal area of land
* Shape of land

* Land facing

Frontage

Depth

Level with road

Bouadacy status of land

Tapography
Requirement of cutting/ filling
Access of land

Distance from road/chowk/prominent point
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Technical Details of Building

= Typesof Building Structure ( Frame/

= Types of foundat

* Plinth azea

= Total Floor area

Height of Each floor & total proposed height

* Thickiess of slab

* Wall ( External , 97 )(Internal 47}

= Material of Door /Window:

= Ros

= Finishing

Bathroom /Toilet

= Whter supply/electiicity/telephons

= Approved Drawing
= Architectual
* Structusal

at least 2% per year

Age of building
* Subsuuctuze

= Superstrmctuce
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Value of the property

« As per the importance of the property.location, type of structure,

accessibility to the property,ability of public facil
and commercial rates, value of property is determined.

market value rate is calculated.

commercial rate and 40 % of government rate.

ies, government
Considering the government rates and commercial rates, fair

Fair Market Rate is the rate usually taken by considering 60% of

Fair market rate= 60% of commercial rate + 40% of government

rate.

Ratio of fair market rate varies according to bank laws. It is usually

taken as 60:40,70:30,80:20, 90: 10 as per bank laws.

Value of propertyis calculated in consideration to the area of plot

multiplied by its fair market rate.

Value of Property= Considered Area of plot * Fair Market Rate of plot
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T % 7 W | s v Market Valie
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Conclusion (Fred)

Collateral valuation is backbone for secure investment of Bank
and financial institution

Valuation of Property must be fact based

Cadastral document is an important component of property
valuation

Parcel is the foundation of valuation of property

Technical expert should be nvolved during valuation of
collateral

Valuation Related Acts and Regulations
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