


From:

To: CMTEDD FOI

Subject: 2022-344 -Re: FOI request - Annual Rates Charges Valuations Processes - Commissioner for ACT Revenue
Date: Wednesday, 2 November 2022 9:29:16 AM

Caution: This email originated from outside of the ACT Government. Do not click links
or open attachments unless you recognise the sender and know the content is
safe. Learn why this is important

ACT Revenue Office

Commissioner for ACT Revenue

CMTEDDf{oi(@act.gov.au

I am making this request under the Freedom of Information Act, in relation to documents
(as defined) held by the ACT Government, which relate broadly to the topic of the Rates

Charges and Valuations Processes, under which the Unimproved Values of properties in

the ACT are determined.

The broad categories of documents to which I seek access are:

e Policies, procedures, guidance and manuals that inform the process by which the
Commissioner for ACT Revenue (including staff of that office) undertake the annual
property valuation process (including but not limited to: reviewing the previous valuation
exercises to identify areas requiring further focus; collating relevant property and market
information; analysing comparable sales to establish market value trends; identifying areas
where unimproved values appear to be inconsistent with market evidence; determining the
relevant change in property values for groups of property types or by locality; and
undertaking individual property reviews in areas of significant misalignment with market
evidence.

o In this regard I am seeking any endorsed policies, however where any
policies are in draft form or awaiting finalisation, but are nonetheless being
relied upon in practice to inform processes or procedures within the agency
(including stored on share drives etc), I seek access to those documents.

e Advice to Government on the annual property valuation process, and any revenue
outcomes or budget impacts as a result of that process.

o For the sake of clarity, advice to government should be interpreted to
include not only formal ministerial briefs, but any requests from or
‘informal’ advice provided to the minister’s office or advisors, including
non-finalised briefs or advice via email or any written records of
discussions relating to the above. Where any advice back to the agency has
been received or annotations made to any ministerial advice I seek access to
these as well.

e Iseek access to advice provided to the Commissioner for ACT Revenue in relation to
the following:

o Analysis provided on property market trends to inform the 2022 Rates
Charges and Valuation Process;



o Identification of areas where unimproved values are inconsistent with
market evidence;

o Information showing the number of properties in respect of which
changes in property values for property types or localities was determined;
and which types and localities these were;

o Information on the number of ‘property by property’ reviews that were
undertaken.

e Information on objections raised to unimproved values, including:

o The number of objections received for the past 3 years (the three year
period can be either calendar years, or aligned with existing reporting
arrangements, e.g. financial years);

o For each year, the number of objections that were allowed; partly
allowed and disallowed.

If this request required clarification I can be contacted on
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IMPORTANT: This e-mail 1s for the use of the intended recipient only and may contain
information that is confidential, commercially valuable and/or subject to legal or
parliamentary privilege. If you are not the intended recipient you are notified that any
review, re-transmission, disclosure, dissemination or other use of, or taking of any action
in reliance upon, this information is prohibited and may result in severe penalties. If you
have received this e-mail in error please notify the sender immediately and delete all
electronic and hard copies of this transmission together with any attachments. Please

consider the environment before printing this e-mail
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Regards,



ACT

\4 B Government

Chief Minister, Treasury and
Economic Development

Our ref: CMTEDDFOI2022-344

FREEDOM OF INFORMATION REQUEST

| refer to your application under section 30 of the Freedom of Information Act 2016
(the Act), received by the Chief Minister, Treasury and Economic Development
Directorate (CMTEDD) on 2 November 2022 in which you sought access to:

| am making this request under the Freedom of Information Act, in relation to documents
(as defined) held by the ACT Government, which relate broadly to the topic of the Rates
Charges and Valuations Processes, under which the Unimproved Values of properties in the
ACT are determined.

The broad categories of documents to which | seek access are:

e Policies, procedures, guidance and manuals that inform the process by which the
Commissioner for ACT Revenue (including staff of that office) undertake the annual property
valuation process (including but not limited to: reviewing the previous valuation exercises to
identify areas requiring further focus; collating relevant property and market information;
analysing comparable sales to establish market value trends; identifying areas where
unimproved values appear to be inconsistent with market evidence; determining the
relevant change in property values for groups of property types or by locality; and
undertaking individual property reviews in areas of significant misalignment with market
evidence.

o In this regard | am seeking any endorsed policies, however where any policies
are in draft form or awaiting finalisation, but are nonetheless being relied upon in
practice to inform processes or procedures within the agency (including stored on
share drives etc), | seek access to those documents.

e Advice to Government on the annual property valuation process, and any revenue
outcomes or budget impacts as a result of that process.

o For the sake of clarity, advice to government should be interpreted to include
not only formal ministerial briefs, but any requests from or ‘informal’ advice
provided to the minister’s office or advisors, including non-finalised briefs or
advice via email or any written records of discussions relating to the above. Where
any advice back to the agency has been received or annotations made to any
ministerial advice | seek access to these as well.

e | seek access to advice provided to the Commissioner for ACT Revenue in relation to the
following:

o Analysis provided on property market trends to inform the 2022 Rates Charges
and Valuation Process;

Chief Minister, Treasury and Economic Development
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0 Identification of areas where unimproved values are inconsistent with market
evidence;

0 Information showing the number of properties in respect of which changes in
property values for property types or localities was determined; and which types
and localities these were;

O Information on the number of ‘property by property’ reviews that were
undertaken.

e Information on objections raised to unimproved values including:

0 The number of objections received for the past 3 years (the three year period
can be either calendar years, or aligned with existing reporting arrangements, e.qg.
financial years);

o For each year, the number of objections that were allowed; partly allowed and
disallowed.

Authority

| am an Information Officer appointed by the Director-General of CMTEDD under
section 18 of the Act to deal with access applications made under Part 5 of the Act.

| am a tax officer for the purposes of the Taxation Administration Act 1999 (TAA), and a
delegate of the Commissioner of the ACT Revenue Office (ACTRO) for the purpose of
section 96 of the TAA.

Timeframes

In accordance with sections 40 and 41 of the Act, CMTEDD is required to provide a
decision on your access application by 21 December 2022.

Decision on access

Searches were completed for documents held by ACT Government and 6 documents were
relevant that fell within the scope of your request.

| have decided to grant full access to 5 documents (Documents 1 to 4, and Document 6)
and partial access to Document 5.

Included as Attachment A to this decision is the Schedule for the documents. It provides a
short description of the documents released and summarises the access decision for each
of those documents.

The documents released to you are provided as Attachment B to this decision.

Pursuant to section 54(1) of the Act my access decisions are detailed below in a
Statement of Reasons.



Statement of Reasons

Materials considered

In reaching my decision, | have taken the following into account:
e the Act, particularly Schedule 1, sections 1.3(6) and (7);
e the TAA, particularly the secrecy provisions under Division 9.4; and
e the content of the documents that fall within the scope of your request.

My reasons for deciding not to grant access to the identified documents and parts of
these documents are as follows.

Public Interest

The Act has a presumption in favour of disclosure. As a decision maker | am required to
decide where, on balance, public interest lies. As part of this process, | must consider
factors favouring disclosure and nondisclosure.

In Hogan v Hinch (2011) 243 CLR 506, [31] French CJ stated that when ‘used in a statute,
the term [public interest] derives its content from “the subject matter and the scope and
purpose” of the enactment in which it appears’. Section 17(1) of the Act sets out the test
to be applied to determine whether disclosure of information would be contrary to the
public interest. These factors are found in subsection 17(2) and Schedule 2 of the Act.

Exemption claimed

Factors favouring non-disclosure (Schedule 1, section 1.3(6) and (7) of the Act)

1.3 Information disclosure of which is prohibited under law

(6) Any other information the disclosure of which is prohibited by a secrecy provision of the
law.

(7) In this section:
secrecy provision — a provision of a law is a secrecy provision if it —
(a) applies to information obtained in the exercise of a function under the law; and

(b) prohibits people mentioned in the provision from disclosing the information, whether
the prohibition is absolute or subject to stated exceptions or qualifications.

Division 9.4 of the TAA contains secrecy provisions that restrict the disclosure of
information. Under section 95(2), tax officers are prohibited from disclosing any
information obtained under, or in relation to the administration of a tax law.

Any information that falls within the meaning of ‘information obtained under or in
relation to the administration of a tax law’ (“tax information”) in section 95(2) of the TAA
is prohibited by law from disclosure. Sections 96 and 97 allow for disclosure of tax
information in certain circumstances, however, | am satisfied that none of these
circumstances apply where documents or information have been withheld from release.

Document 5 is the determination by the ACT Revenue Commissioner of the unimproved
values for the 2022 year which occurs at the end of the annual valuations process. The



“Schedule” within Document 5 is an electronic record of the determination and re-
determination of unimproved values of all individual parcels of rateable land within the
ACT. These records | consider to be tax information obtained under or in relation to the
administration of a tax law for rates assessment purposes. It is for this reason, that | have
decided not to grant access to the information that is comprised within the Schedule to
Document 5.

Factors favouring disclosure in the public interest (Schedule 2 section 2.1 of the Act)

Taking into consideration the information contained in the documents found to be within
the scope of your request however, | have identified that the following public interest
factors are relevant to determine if release of the information contained within these
documents is within the ‘public interest’.

(a) disclosure of the information could reasonably be expected to do any of the following:

(iii) inform the community of the government’s operations, including the policies,
guidelines and codes of conduct followed by the government in its dealings with members
of the community.

Having considered the factors identified as relevant in this matter, | consider that release
of the information contained in Documents 1 to 4, and Document 5 (except for the
information contained in the Schedule to Document 5) could reasonably be expected to
inform the community of how the ACTRO operates and exercises its functions in relation
to the annual valuation and determination of unimproved values of rateable properties in
the ACT for rates assessment purposes.

| have also found it practicable and consistent with the pro-disclosure objectives of the
Act, to provide access to information about the number of objections received in the past
three years (as specified in the fourth bullet point of your request). This information has
been tabled within Document 6. ‘Information on objections raised to unimproved values’
that would reveal directly or indirectly, individual taxpayer details and their tax affairs has
not been disclosed.

Further, | am satisfied that withholding the information that | believe is not in the public
interest to disclose will ensure that the intent of the Act is met, while still providing you
with access to the information held by ACTRO within the scope of your request.

Information not held

The information requested in the second bullet point of your request for ‘advice provided
to Government on the annual valuation process and any revenue outcomes or budget
impacts as a result of that process’ is not prepared and does not exist.

It may assist to note that the annual valuation process does not affect rates revenue.
More information about how rates revenue is set is available in Budget papers, published
on the ACT Treasury website. You may find it useful to refer to pages 227-228 of the
2022-23 Budget Outlook.



The information requested for ‘access to advice provided to the Commissioner’ as
specified in the third bullet point of your request, other than the information that already
appears in the documents released to you, does not exist.

There is information via the ACTRO website on unimproved value changes for ACT
properties in 2022, refer ‘Rates’ pages on Land valuations, however please note this
information is published after the annual valuation process is complete, and is mentioned
here for your general information only.

Charges

Pursuant to Freedom of Information (Fees) Determination 2018, processing charges are
applicable for this request because the total number of pages to be released to you
exceeds the charging threshold of 50 pages. However, the charges have been waived in
accordance with section 107(2)(b) of the Act.

Online publishing — Disclosure Log

Under section 28 of the Act, CMTEDD maintains an online record of access applications
called a disclosure log. Your original access application, my decision and documents
released to you in response to your access application will be published in the CMTEDD
disclosure log after 3 days from the date of my decision. Your personal contact details will
not be published.

You may view CMTEDD disclosure log at https://www.cmtedd.act.gov.au/functions/foi.

Ombudsman Review

My decision on your access request is a reviewable decision as identified in Schedule 3 of
the Act. You have the right to seek Ombudsman review of this outcome under section 73
of the Act within 20 working days from the date of receipt of my decision.

If you wish to request a review of my decision you may use this form Applying for an
Ombudsman Review to ensure you provide all of the required information. Alternatively,
you may write to the Ombudsman:

The ACT Ombudsman

GPO Box 442

CANBERRA ACT 2601

Via email: actfoi@ombudsman.gov.au

ACT Civil and Administrative Tribunal (ACAT) Review

Under section 84 of the Act, if a decision is made under section 82(1) on an Ombudsman
review, you may apply to the ACAT for review of the Ombudsman decision. Further
information may be obtained from the ACAT:

ACT Civil and Administrative Tribunal
Level 4, 1 Moore St
GPO Box 370



Canberra City ACT 2601
Telephone: (02) 6207 1740
http://www.acat.act.gov.au/

Should you have any queries in relation to your request please contact me by telephone
on 02 6205 9626 or email ACTRO.FOI@act.gov.au quoting CMTEDDFQI2022-344.

Yours sincerely

4;;<r M?W/m

Shu-Yen Ee

Information Officer

Revenue Management

Chief Minister, Treasury and Economic Development Directorate

21 December 2022
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Chapter 1 Introductig

1.3 Limitations

The full scope of valuation processes, as outlined by the ACTVO Rating and Taxing
Procedures Manual, will not be met for the 2022 or 2023 General Revaluation. This is
due to several factors that include limited access to office facilities {increasing
dependance on remote systems), lack of analytical tools to support compliance, surges
in supplementary valuation work associated with new land releases, job referral
practices causing workflow bottlenecks for ACTVO and increased technical complexity
associated with other statutory valuation assignments.

in addition, as per current ACTPS policy associated with the relaxation of Covid-19 trave!
protocofs, ACTVO members have been strongly encouraged to take leave. Most officers
have already lodged leave within the project timeframe.

Once ACTVO’s ACT systems are modernised, ratified data sources of truth are
established and connected with the new system, valuation quality improved vig
regrading and verificotion and resource capacity stabilised, then work efficiencies should
be realised and specified procedurof and assurance requirements in the procedures
manual can be met. The assurance requirements have been designed to support
valuation quality and delivery into the future.

Access to better sales data platforms have been approved and depioyed for the 2022
project. Also there is current work to improve systems and guality such as a business
case for additionol resources and the procurement ond development of o new voluation
system. Nevertheless, access to a functionol valuation system that supports the full
requirements of the procedures manuol is uniikely to be available in the short to medium
term (3-5 years).

Rating and Taxing Valuation Procedures Manual Version 3.0 3 | Page
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Chapter 3 Project managergeg

3 Project management

This chapter scopes the management of services to ensure provision of the required standards of
valuation to the required time frames. The project plan will provide the framework for the provision of
valuations and progress updates.

3.1 Project plan (Plan)

Following consultation with the Commissioner, a project plan is to be developed for the next
rating program by the end of the year. The project plan is to be a structured work plan providing
the framework for the provision and management of services and delivery risk for the year.

The project plan is to include:

. details of the allocation of specific sectors of the rating program to valuers

. process to collect time spent specifically on the general revaluation program by each team
member

. specific delivery dates for all major elements of work and including dates for the completion

and delivery of interim valuation and final valuation recommendations

. proposed number of paired sales analysis and/or cost analysis to be undertaken for each
district to determine the added value of residential improvements

. in relation to unimproved value verification requirements, the determination of delivery risks
applicable to each category of property

. a brief analysis of potential risks to the plan and an outline of relevant risk mitigation
strategies

. any further information that is considered relevant to the valuation process over the next 12
months

If any conflict arises between the project plan and the requirements of the Rating and Taxing
Valuation Procedures Manual that are not expressly considered by the project plan, then the
requirements of the Rating and Taxing Valuation Procedures Manual will take precedence.

The project plan will be monitored monthly, and progress will be recorded and compared with
the baseline schedule as a basis of status reporting to the Commissioner.

The project plan is a ‘live document’ and may be altered through consultation as circumstances
arise throughout the year. As necessary, the plan may be amended to cater for changing
circumstances, delivery concerns and new strategies to support the timely delivery of the
requirements. An example of a project plan is included as Appendix B.

Approval of the project plan by the Commiissioner is required by 31 October each year.

3.2 Progress reports

The Project Manager is to forward a progress report to the Commissioner at the end of each
month during the general revaluation process. The report will briefly detail work to date and
advise if the agreed delivery targets will be met.

The progress report is to detail monthly and project-to-date (i.e. since 1 January) performance
against the agreed service targets in the project plan, including:

s numbers of sales analysis completed per rating category

¢ numbers of vacant land and redevelopment site sales analysis completed per rating

category

Rating and Taxing Valuation Procedures Manual Version 3.0 7 | Page



Chapter 3 Project managergeélc

+ numbers of single residential localities reviewed

¢ numbers of properties verified

* uploading of unimproved values to the data warehouse
s resolution stage of any anomalies and exceptions

* significant new market intelligence and any emerging market trends

* significant anomalies or potentially contentious issues identified, together with a
recommendation for their resolution

s staffing impacts that might affect delivery
* necessary variations from the agreed project plan

s changes that may be required to the project plan to complete the program

3.3 Commissioner/ACTVO meetings

The Commissioner will hold meetings with ACTVO to review, discuss and record issues relating to
the current rating valuation exercise that are outside the reportable scope of the above meeting.
Generally, these will be held when and as required by the Commissioner.

The following issues to be covered should include:
e review of property value risk assessments
¢ level and breadth of analysis undertaken
s significant or unusual sales
¢ results of paired sales analysis and added value of improvement studies undertaken
¢ adjustments to valuation date
s significant development approvals and approvals for demolition and redevelopment
o verification undertaken and impact on values
e proposed market movement across property types
e proposed value changes outside the market range
e matters discussed with the ACTVO “out of meeting”
e issues raised through any audits or monthly progress reports
e all Ministerials
e findings from objections or ACAT, project performance etc.
* outcomes of any parallel valuation reviews undertaken by the Commissioner
e technical valuation issues
e tribunal or court matters

s staff issues

Rating and Taxing Valuation Procedures Manual Version 3.0 8 | Page
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Chapter 4 Market anal@

4 Market analysis

One of the most important parts of the valuation process is the interpretation of the market as at
the base date, 1 January. Market analysis includes sales and where required, feasibility studies if
appropriate.

4.1 Market analysis records

All market analysis is to be fully documented and rationalised. It should be noted that under Freedom
of Information regulations (FOI) and ACAT subpoenas or to support formal {Standing or Select
Committees, ACT Audit Office, or Ombudsman) investigations, all materials collected and/or
produced in providing the services may be published or discovered. Consequently, all materials must
be kept to proper record standards.

Sales analysed for the general revaluation process will be initially provided in information supplied to
the public on request in a residential limited scope assessments or commercial additional property
information response. Therefore, a broad range of market evidence must be analysed and
maintained in a form that can be easily sourced to support these activities. Details of the Market

Analysis information to be considered are in Appendix C.

4.2 Sales analysis

Sales that are used to establish or verify unimproved values as of 1 January must be fully analysed.
The sales analysis is to cover the breadth of the market and is not limited to sales that are pertinent
only to benchmark properties or are vacant land.

It is generally expected that there will be enough residential sales of single dwellings in each District
to support the calculation of unimproved values across all residential areas. In any event the number
of sales analyses required will have regard to the total amount of residential sales available within
the District.

There will be a special focus on sales within the land categories listed below, as there is generally a
lower volume of such sales. The evidence will assist in testing and supporting the values supplied.

e vacantland

» redevelopment sites

e commercial property

e retail property

e industrial property

e rural property

e community use property

e special use property.
The number of sales analysed relative to the total number of relevant sales per rating category of

property will be recorded.

Sales analysis is not to be confined to concluded sale transactions only. Incomplete transactions
should be considered and, if necessary, included in the sales analysis. Where these sales are included,
notations against the analysis must be made and updated as soon as the transaction is confirmed.

Rating and Taxing Valuation Procedures Manual Version 3.0 10 | Page
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Sales over multiple blocks are to be considered in entirety. The analysis should represent the entire
group of properties, not each property that a sale includes. Although such analysis may include many
separately rated blocks, it must be worked from a noticnal unimproved value for the entire site at
the prior valuation date.

It is also important to regularly review sale properties where development approvals have been
granted. This will assist identification of likely sales that will be subject to demolition and can inform
the valuation exercise.

Sales analysis must include:

e photos orimagery
* any special features

e the physical characteristics of the land such as size, shape, topography, views, services, and
surrounding development

s a brief description of the Crown Lease purpose clause

& primary, sub or secondary use categories

e carrying capacity where pertinent and available {rural properties)

¢ zoning including details of development and any building approvals
e hlock details

e the suitability and added value of improvements

e the circumstances of the sale, which could include but not be limited to such items as:
— special value to owner where applicable

— financing if there is an impact on purchase price
— inclusions where applicable

— length of time on market

— discussions held with parties

- GST

* acomparison to the benchmark

s conclusions made and commentary on whether the sale is representative of the market

All sales that are analysed to an unimproved value must be physically inspected and a photo taken or
sourced. A wide range of sales evidence must be provided in all districts across suburbs and all
components to provide adequate confidence in the quality of the assessments.

Where there is insufficient sales evidence, the search for sales must be broadened to source
comparable sales, even if these exist outside the locality. In these instances, consultation must be
undertaken to rationalise any differences that may exist between the analyses of different localities
i.e. agreement on the analysed unimproved value must be obtained between valuers to avoid
inconsistent sales analysis opinions.

All single dwelling residential and low-density residential development sales used in the general
revaluation program must be determined as being either at market or “out of line” through use of
the “out of line” sale indicator.

All other non-residential sales occurring within the relevant sales period must be reviewed to
ascertain whether these are at general market levels or not. Those sales used in the review but are
considered to be non-genuine or not to be reflective of the market must be notated to that
effect.

Rating and Taxing Valuation Procedures Manual Version 3.0 11 | Page
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Out of line sales

Qut of line sales are those that are transacted in an epen market, but which are determined to be out of
line with other reliable evidence. These are distinguished from non-market sales (see above).

The residential benchmark template includes an “Out of Line” flag. For other sales, a comment in the
analysis is required to identify that the sale is ‘out of line’. Explanations for that conclusion should also be
recorded. The explanation shall refer to other evidence to support that the sale is out of line. There must
therefore be adequate evidence analysed to support a claim that a sale is cut of line.

The identification of an ‘out of line’ sale means that this evidence must not be used in limited scope
assessments, addition information request or other preliminary valuation advice or being included in any
statistical analysis.

Where the unimproved value for a sale property is proposed to be within the accepted sales ratio
parameters of 0.85 to 1.00, the sale is not to be flagged as out of line.

Sales not suitable for analysis

These include sales where the analysis would be of no assistance in determining a deduced
unimproved value. Such sales may include:

e« property that operates as a licensed establishment
* significantly overcapitalised properties

e highly specialised properties such as shopping centres where the added value of
improvements is not readily determined.

These sales are to be noted where identified but a full analysis to determine an analysed land value at
contract date or consideration of adjustments to the base date is not required. As with non-market sales,
the review of these sales demonstrates that these have been considered and determined not to be of
assistance in establishing unimproved values.

Special provisions relating to vacant land sales within new land releases (e.g. multiple courtyard
blocks)

The requirement for all vacant land sales to be analysed is based on the premise that these sales provide
the best evidence of unimproved value. Any requirement to analyse less than all sales, may result in a level
of subjectivity as to what is the appropriate extent of the analysis to be undertaken.

However, where numerous vacant land sales occur within new residential releases, that comprise
homogeneous parcels, which are physically similar and are expected to sell within a narrow market range,
then the analysis of all sales in a locality may not assist in the expeditious assessment of unimproved
values. In such instances, where it is reasonably determined that the analysis of all vacant land sales would
not assist the valuation process, the following actions shall apply:

s the proposed level and approach to analysis for each locality is determined prior to undertaking
that analysis and included in the project plan

s any sales of non-typical lots must be analysed, as well as any sales outside the established sales
price range

4.2.1 Sales capture and reporting

The project plan is to describe when the analysed sales will be completed, and ready for inclusion
in limited scope reports and additional information requests. The analysed sales are to be
maintained in an approved form, in a central folder in ACTVO's systems at the conclusion of the
revaluation program. The data may also be required to be delivered progressively to the
Commissioner if agreed in the project plan.
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The inclusion of analysed unimproved values at contract date and adjusted unimproved values at
base date is to be managed as follows:

- Allgenuine ‘market sales’ and ‘out of line sales” used for the general revaluation program
must include an analysed unimproved value at contract date and adjusted {if required) to
base date of the same valuation year

- ‘Non-market sales” and ‘market sales not suitable for analysis’ do not require analysis

4.2.2 Ongoing market analysis

An ongoing analysis of the real estate market must be maintained. Such analysis may include the
analysis of relevant sales, market movements, rental evidence, costs of construction, rates of
return etc. All market information captured in this manner must be held in a format that can be
made utilised easily for future valuation exercises.

4.2.3 Comparable vacant land sales

The use of directly comparable sales is the preferred approach. This utilises prices paid in actual
market transactions of similar properties to deduce the unimproved value of the land. This
technigue is generally dependent upon using market sales of comparable vacant land, that have
occurred within the relevant sales period to reflect market conditions at the valuation date.

4.2.4 Added value of improvements

When analysing a sale of an improved property to establish the unimproved value of the land, the
added value of improvements based on the paired sales approach (below} is preferred over the
use of refurbishment cost, depreciated replacement cost or income value. The added value of
improvements is deducted from the sale price to provide a deduced unimproved value of land.

The improved sales analysis must either:
- describe and make allowance for the added value of the improvements; or

- ascertain why the improvements have no added value e.g. where the buildings have been
demolished or there is evidence of imminent development potential at sale

In all instances, the allowance made for the added value of improvements must be evidence
based.

The paired sales approach is preferred because the allowances represent the market’s
appreciation of the added value of improvements. Where this type of evidence is not available,
cost, or income-based approaches are acceptable.

Paired sales approach

This approach is to be used to assess the added value of improvements and works best where
vacant land sales are in sufficient quantity. The unimproved value demonstrated by vacant land
sales is to be deducted from the sale price of improved properties to determine the added value
of the improvements.

The resulting value of improvements can be applied to other improved sales to deduce the
unimproved value of land. The paired analysis undertaken should be wide encugh to support the
added values of a range of improvement types.

Therefore, at a minimum, each vacant site sale used in the paired analysis is to be paired to
several improved sales in the locality with different improvement types and of differing age, size,
and condition.

Rating and Taxing Valuation Procedures Manual Version 3.0 14 | Page



Chapter 4 Market anazs]s

This type of analysis captures the following elements where applicable:
- developer’s entrepreneurial profit and risk
- building improvements

- internal inclusions furnishings, air-conditioning, fencing, paths, driveways, pool,
landscaping

- professional fees, approval fees, holding costs etc.

A schedule of the added value of improvements found in the area must be maintained and
includes the rate per square metres of added value for the different types of structures

Net income approach

A rent return-based approach should only be used where the structures are capable of being
sublet but the property is close to redevelopment. The approach includes the establishment of an
annual net rent to which the estimation of a holding period to development is applied resulting in
a total expected rent from the property. Costs of preparing the site for redevelopment are
reflected in an adjustment to the transaction price.

The rents are established by market evidence and include extrapolation across the estimated
holding pericd to expected date of redevelopment. The estimated holding pericd is observed
from the redevelopment holding period of similar properties. Costs of demolition are deduced
from similar redevelopment projects. Depending on the length of the estimated holding period,
adjustments may need to be made to reflect future site preparation costs.

This approach replicates the strategy of the purchaser that has acquired the property for
redevelopment purposes.

Refurbishment cost approach

The refurbishment cost approach may be relied on in circumstances where there are low volumes
of vacant land sales for use in paired sales analysis or a significant paucity in rental evidence. This
approach is based upon the principle that the informed purchaser would pay no more than the
cost to reproduce the sale property.

The method avoids having to make a hypothetical adjustment for depreciation by allowing for the
costs to bring the sale property to an as new condition. Costs are to be based on buildings as
similar as possible to the existing building. Further allowances may be required to account for
obsolescence.

If the allowance for refurbishment cannot bring the building to a condition that would achieve
comparable rent to a new building, due to the building’s obsclescence, the sale may not be
suitable to be analysed using the refurbishment cost approach. In such instances, the depreciated
cost approach is to be used.

Depreciated replacement cost approach

To determine the analysed land value using the depreciated cost approach, the added value of the
improvements for a sale property are deducted from the sale price by depreciating the cost to
huild the existing improvements as new.

Building costs must be cbtained from recognised industry sources or cost estimates provided by
an industry expert. The depreciation must include allowance for the condition and obsolescence
of the huilding. It is the least preferred method as the rate of depreciation is highly subjective,
reliant on the practitioner’s skill and experience.

Details on the method can be found at Appendix D.
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4.2.5 Adjustment of sale price to valuation date

All analysed sales that are outside the relevant sales period, other than those that are identified as
genuine non-market transactions or market sales identified as not suitable for analysis, are to be
adjusted to the base date. Evidence of any value movements or rationale must be provided. The
calculation of adjustments is to be demonstrated by analysis of the market.

In analysing sales occurring either before or after the relevant sales reporting period, it may be
necessary to adjust the contract price either upwards or downwards to reflect the prevailing
market values at the valuation date. In some cases, market movement is indeterminate i.e. no
adjustment may be required.

Where a sale which has been analysed to a previous base date and will be used again in the
current year, then that sale must be re-analysed and adjusted to the new base date. It is not
sufficient to provide the same sale information at the same value without consideration of likely
adjustments to the current year. The preferred approach for a valuation date adjustment is to use
evidence of sales and re-sales or sales of like properties at different dates.

Alternatively, evidence of median price movemenis is acceptable for the adjustment of improved
sales. The market analysis can be completed on a suburb or locality basis. Ideally, this evidence
should come from public resources, reputable publications, or other property expert advice. In the
absence of this advice, the adjustment raticnale to sales must be clearly stated in comments.

It is justifiable to use sales that have occurred outside the relevant sales reporting period where
there appears to be insignificant market movement to the base date, These sales may also be
used to explain movements in the market from a much earlier or later date. Comments must
clearly explain the reasons for including this type of evidence.

Sales identified as non-market or a market sale not suitable for analysis are not to include
analysed and adjusted unimproved values. The use of sales that do not require time adjustments
to the valuation date is preferred. This is because property market trends are unlikely to be
consistent over time.

4.3 Feasibility studies to establish unimproved values

Where sales are insufficient or rental information is the prime market evidence available, feasibility studies
may be used to derive unimproved values,

Feasibility studies provide a secondary check valuation or may be the primary method where there are no
comparable sales. The method requires many assumptions, and under certain circumstances, has been
accepted by the courts as being the most suitable method to assess land value in other jurisdictions.
Nevertheless, it is the least preferred methed of valuation for rating purposes in the ACT.

Feasibility studies are to be based on evidence of costs obtained through the analysis of actual
developments, advice from developers active in the area or from a recognised source such as Rawlinson’s
Construction Cost Handbook. Calculations are to be based on compound interest and requires that all
funds are borrowed at an appropriate rate reflective of the risk of development venture being undertaken.
The most commoen uses for this valuation metheod are for calculating the site value of:

¢ central business district development sites

e calculating the value of broad acre sites of land for residential single lots
e unit development sites

e industrial subdivision.

An example of a feasibility study can be found at Appendix E.
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4.4 Goods and Services Tax (GST)

The consideration of the impact and treatment of GST in valuations vary across rating jurisdictions in
Australia. However, the majority consensus is that the analysis of sales should exclude GST except where it
occurs in the transaction of single residential sites.

The different approaches are explained fully in Technical Instructions (Appendix M). The outcomes of
relevant local GST case law will be periodically reviewed to ascertain whether a change to the above
approach is warranted.

For the purposes of the Territory’s statutory rating program, the approach is to exclude GST from
transactions where GST is not embedded in the sale price, and input credits are available to the purchaser
e.g. vacant In Globo, multi-unit, commercial and industrial properties. Where input credits are not available
to the purchaser, then GST (where it occurs) is regarded as part of the sale price. This is generally the case
for the sale transactions of going concern, rural and residential property.

4.5 Market data records

The summaries of all analysed sales must be maintained. Regardless of methodology and/or format
employed, the summaries must include:

e« the valuation date to which the file relates

« all analysed sales (including indicators for out of line sales, non-market sales, house plans, ex-
component, vacant land, and redevelopment sites) relevant to the base date

e all genuine market sales out of relevant sales reporting period must include both a deduced
unimproved value at the sale contract date and as at valuation base date

e all benchmark properties including:

the valuation of the benchmarks; details of the methodology and calculations

photos no less than 3 years old

a description of topographical and location features

the relation of each comparable sale used to value the benchmark property

Indicators for the attributes of New BM, Heritage, Reserves or Busy Road Frontage

+ all groupings (localities/components) including

the extent and location of individually verified values

the rationale for the valuation of the group

where the component method is used, the component factor applied

— how the values have been updated

commentary on how well the assessments fit with the evidence once the methodology
is applied

4.6 Ongoing market data records

To assist in the provision of limited scope and additional information reports to landowners,
there will be an ongoing requirement to review and analyse any new market evidence up to the
determination of the unimproved values by the Commissioner. This may result in the discovery
of fresh evidence within the sales reporting period or confirm the settlement of sale
transactions that were used in the general revaluation program.
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5 Valuation recommendations

Final unimproved value recemmendations are required for all rateable properties. The Commissicner will
advise what properties are to be included in the statutory valuation exercise. This will occur in the
Commissioner review of valuations near the end of a revaluation program, where a list of ‘missing
values’ is generated and forwarded for a response. In the Territory general examples of non-rateable land
include:

» land subject to a special legislative exemption or

» unleased Territory land

There is a requirement to select the most appropriate method of valuation including the application of
mass valuation methodologies where suitable.

Mass valuation methodologies are best used in homogeneous groupings of property. In instances where

groups of property are non-homogeneous, then measures taken to support valuation consistency in these
groups must be demonstrated, The methods applied and areas covered should be identified in the project

plan.

5.1 Mass appraisal methodology

Mass appraisal methodologies rely firstly en the identification of groups of generally similar
properties for the common application of the methodology. In the Territory these groups are called
localities.

Importantly, mass appraisal technigues have limitations, particularly in continued application over
time. It is also difficult to apply the methodology to properties that are complex, with limited
similarities to other property that support logical componentisation into localities and selection of a
representative benchmark property.

Nevertheless, the fundamental requirement is that all valuations must be made robustly, in
accordance with the law and is largely consistent with other values for similar property. Each
unimproved value must be capable of being individually tested and supported against the relevant
market evidence.

5.1.1 Groupings - Localities and Components

Localities are employed in the grouping of single title residential properties where these
occur within a district. The groupings may include dual occupancy, single title sites but not
more than two dwellings and the locality may extend across suburb boundaries.

Components pertain to the grouping of other than the above property classifications, such
as single title residential flats in one line or commercial property. Components may also
extend across suburb beundaries,

The system cannot accommodate groupings across districts.

Where groupings are used in a mass appraisal method of valuation, the instructions,
procedures, and guidelines detailed in Appendix F are referred.

5.1.2 Alternate mass valuation methodologies
Where it is decided that an alternative mass appraisal valuation methodology should be
used, the details and approach of the methodology and the process to be used must be
documented with endorsement by the Commissioner for use in the revaluation program.
Notwithstanding, all valuations must be supplied in the format that is compatible with
other data returns to the Commissioner.
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Localities currently form the fundamental structure of the valuation approach to
residential property in the Territory. The groupings must be reviewed and maintained
regardless of methodology. Primary benchmark properties are core elements of the
quality assurance processes and must be identified and individually valued in accordance
with this manual.

Components are a new feature in the valuation system. Components will eventually
apply to all rateable property that are not within a locality. The work is extensive, as such,
any work on Components must be detailed in the Project Plan agreed with the

Commissioner.

5.2 Valuation recommendations

Interim valuation recommendations and final valuation recommendations are to be provided to
the Commissioner as an electronic upload file as specified by the Commissioner from time to time.

5.2.1

5.2.2

5.2.3

Interim valuation recommendations

Interim valuation recommendations are interim unimproved values supplied to the
Commissioner to assist with revenue estimates in the Territary budget process.
Consequently, albeit provisional, the values must be produced with all due care.

While it is recognised that some valuations will be amended as further information
comes to light during the finalisation of the general revaluation exercise it is expected
that sufficient work has been undertaken to ensure that any updates to the interim
unimproved values will not be material.

Interim valuations must be delivered by the date specified in the project plan.
Final valuation recommendations

To allow timely review of the final valuation recommendations, data files must be
uploaded 7 days prior to the final date as specified in project plan.

Valuation methodology indicators

All general revaluation records are to include a “valuation methedology’ indicator for each
unimproved value. The indicator identifies which of the following valuation methodologies
were used to determine the unimproved value of land recommendation in the subject

year.

Locality Factor indicator (LFI)— is the indicator applied to individual unimproved values
within a locality that have been updated by the LFI. The factor is determined from the
movement in land value of the primary benchmark from its previous base unimproved
value (see 8.5.1 ‘Selection of Benchmarks’). The factor adopted on each individual
unimproved value must be equal to the locality factor.

Component Factor indicator {CF1)— like the LFI, this indicator is applied to individual
unimproved values within a component that have been updated by the CFI. The factor is
determined from the movement in land value of the primary benchmark from its previous
base unimproved value (see 8.5.1 ‘Selection of Benchmarks’). The factor adopted on each
individual unimproved value must be equal to the component factor.

Re-grading indicator (RGl) — is the indicator applied where an unimproved value has been
individually assessed, (but not verified), to determine a value that falls outside the values
that would have been derived from use of the LFI or CFl. Confirmation of which is the
most relevant grouping must be confirmed for all properties that have been regraded.
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Verified Not Inspected indicator (VNI) — the flag is applied to indicate a verified
recommendation where unimproved value recommendations are not consistent with
surrounding values and where a physical inspection in the current valuing year has not
been undertaken.

Verified Inspected Indicator (V1I} — the flag is applied in the data file to indicate a verified
unimproved value recommendation where a physical inspection in the current valuing
year has been undertaken.

5.3 Assessing unimproved value
Unimproved value is to be assessed by the application of the methodology defined in this manual.

Once assessed the valuation outcomes must be reviewed to ensure quality. The relationship
between the recommended values and sales must be analysed, and any inconsistencies addressed.
Valuations are to be adjusted as necessary to ensure consistency, currency, compliance with the
law and market evidence.

Quality assurance procedures must be undertaken to ensure that the value recommendations are
supported by the sales evidence. A check of the ratio of assessed/adjusted unimproved values to
sale price must be undertaken to ensure that the unimproved values are supported by the sales
evidence.

It is necessary to check the unimproved values against relevant sales particularly those that occur
close to the valuation date. Unimproved values that are out of line with the market evidence must
be corrected or an agreed future program be developed, approved, and endorsed by the
Commissioner to rectify the anomalies.

Unimproved values must be made in accordance with the provisions of the Rates Act 2004 and
other relevant statutes. It is also important to correctly ascertain the purpose, zoning, and
valuation basis in respect of each property.

Care must be exercised where updated unimproved values result in substantial changes in
valuation parities or unusually large value variations from the previous valuation
recommendations.

The valuations within these localities must be checked/verified to ensure that the sales evidence
supports the new unimproved values, particularly at the upper end of the value range.

After accounting for ‘non-market’, ‘'market sales not suitable for analysis’ and ‘out of line
transactions’, sales ratios are expected within the range 0.85 to 1.00 (85 per cent [%] to 100 per
cent [%]). Unimproved values for sale properties that do not meet this criterion must be reviewed
and appropriately rationalised to ensure consistency.

Statistical checks will indicate if the resulting range of values are within the acceptable limits.
5.3.1 Zoning changes

It is a reguirement that zoning descriptions recorded in the valuation management
system (VMS) match those required under any new planning instrument. The
unimproved value must be assessed having regard to the land’s current zoning at the
date the valuation is made (DVM]}. All valuations made after the gazettal of a new plan
must reflect both the new standard zone and any change in use arising from that zone.
Until a new standard instrument has been adopted, the existing zone code shall be
maintained.

Valuations made prior to gazettal of a new plan will have regard to the market factors, as
evidenced from sales analysis, that reflect any influence in the market because of the
draft zoning being publicly exhibited, including any risk factor of obtaining that zoning
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which the market may demonstrate.

Steps must be taken to identify the potential changes from the exhibited draft plan and
prepare likely new localities to allow for values to be correctly assessed in relation to the
new zonings.

5.3.2 Crown Lease changes

Checks must be undertaken to ensure that all purpose clause variations have been
considered in the assessment of the unimproved value of the land. As most of these
variations have been captured in the Lease Variation Charge and subsequent
supplementary revaluation process then a digital review of the property may reveal
inconsistencies between the physical use of the land and the Crown Lease purpose clause
e.g. single residential property that is developed as a multi-unit complex.

The Commissioner is to be advised of any inconsistences and instructions sought. In the
meantime, an interim unimproved value should be assessed based on the premise of the
previous use. This value is retained until formal instructions reflecting new uses are
received from the Commissioner.

5.3.3 Current use and highest and best use

Specific instructions on the processes required to bring zoning and Crown Lease purpose
clause changes into account are included in Appendix M.

The approach is supported by overwhelming case law that requires the application of
highest and best use where the current {existing) use is no longer permitted but results in a
higher value than what is now permitted under the planning law. Nevertheless, reasonable
checks must be undertaken to establish whether the current (existing) use was previously
permitted.

5.4 Values amended on objection

It is essential that proper consideration is given to unimproved values amended by objection.
Objection lists from the previous valuation exercise must be reviewed to determine any effect on the
surrounding and/or similar properties.

Properties included on the objection list must be notated to the effect that the outcomes of those
objections have been considered for the setting of unimproved values in the relevant locality or
component. Where the properties are not part of a group then the record itself must include a note
that the value has been reviewed relevant to other similar properties.

5.5 Worksheets

Worksheets are an extension to the property record and must explain the rationale for unimproved
values which cannot be determined solely by the application of the benchmark values change.

Worksheets shall be created or updated:

+ asreqguired in respect to the frequency of verification action appurtenant to a property’s
verification risk rating category (See Section 8.2.1) or

¢ upon request from the Commissioner for the purposes of assisting with any valuation
enquiry, determining any objection, or requests for information as part of an audit of any
part of the valuation program.
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Circumstances where a worksheet is required

In simple terms, a worksheet is generally required for any valuation where a calculation or
explanation is required. A calculation would include a mathematical equation or
consideration and adjustment of a valuation to account for individual attributes that
impact on a valuation.

This includes {but not limited to) the following properties:
- shopping centres
- In Globo parcels
- rural and mixed-use rural properties
- benchmark properties
- highrisk properties
- special use parcels
- special valuation instructions by the Commissioner
- non-residential heritage land
- contaminated land
- stratum Crown Leases
- current {existing) use valuations

- properties amended on objection but where the decision was not carried forward in
subsequent valuations

- fragmented holdings (blocks included in a Crown Lease that are not contiguous)

The over-riding principle is that worksheets should be created for any individual or group
of property with unusual physical characteristics compared with other properties within
that locality or component where known, and where these would affect the value.

As most residential properties within a locality are determined on a direct comparison
approach via the benchmark worksheets, where no specific calculation is required for the
individual property, a worksheet is not required.

However, worksheets should be maintained for residential properties, where the value is
derived, or adjustment made, having regard to specific attributes such as location or
topographic features that are NOT a common attribute of the locality. Examples would
include but are not limited to:

- alarge rock platform affecting building area
- views which are a feature of a single property

- anaspect of location such as proximity to noxious industry

Given the low quantum of rural, rural living and rural/commercial properties located in
the Territory, the creation and maintenance of a worksheet is required for all rural
property. This is especially important for the larger primary production rural properties
that are determined by land classification. Worksheets assist to clearly demonstrate or
rationalise how the value was derived.
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Flood liable properties that are located clearly within flood liable components would not
necessarily require a worksheet, unless there were site specific attributes that otherwise
affect the unimproved value and require specific consideration. Flood liable properties in
non-flood liable localities, where such flood liability has an impact on values, may would
require a worksheet.

Heritage properties within a residential heritage estate would not require a worksheet as
the homogenous nature of these precincts permits grouping. However, where the
valuation requires a calculation based on the use of the land subject to existing
improvements and is not homogeneous with surrounding properties then a worksheet
should be used.

Details to be recorded in a worksheet

The VMS generates a base worksheet (Parcel Extract for Valuation Worksheet) that includes
property details, sale transactions and UV data. The extract alsc accommodates the bulk input
of new UVs into VMS. This worksheet should be used as the basis for all worksheets where
possible. An example of the worksheet is included in Appendix N.

If the extract is not a suitable basis for the valuation analysis, (such as for very small numbers
of property [less than 10 records], or creation of non-homogeneous property groupings or
property groupings that are spread across districts) then the worksheet is to be customised to
include relevant items from the extract and address specific considerations that are unique
and significant in the valuation of the property. Note that the values for these worksheets will
have to be manually entered in the ACTVO systems and so should be kept to a minimum.

Other information captured on a worksheet include;

- basis of valuation

- rationale

- calculations

- evidence to support unimproved value!

- returned unimproved value as at base date
- risk rating and risk descriptor.

Further information on Crown Leases, zoning, or development constraints where these are
unusual and have a material impact on a valuation should be included. Calculations associated
with mixed use properties should be included in a full working model.

The evidence for limited or single purpose commercial, industrial, rural property, and other
non-single residential lands, permitting componentisation should be maintained on the same
worksheet with the valuation workings. The evidence can be recorded on the same worksheet
with the actual valuation calculation, or the analysis is stored on other worksheet(s) but
within the workbook.

1The evidence requirement for worksheets is that the rationale and calculations by which the

unimproved value is determined is to be comprehensible. Any sales evidence used should be

included, or a reference made to where the sales evidence is captured {e.g. in the benchmark

report). Where sales are not available, the rationale by which the value was determined must be

recorded. Therefore, the key requirements for a worksheet are the evidence, rationale and

calculations that clearly demonstrate what was considered and how the valuation was determined.
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Where practical, the information provided in customized worksheets should include
classifications that group these properties together. This will enable the bulk extracts and
uploads of unimproved value data in future.

5.5.5 Delivery of worksheets to the Commissioner

VMS will provide data in the required format to the Commissioner. The worksheets will
contain flags that assist in the review of any key areas of interest to the Commissioner. All
current and historic worksheets are to be retained and provided to the Commissioner upon
request.
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6 Quality assurance

Actions taken must be recorded to ensure quality is achieved in the valuation analysis report. To assist
the quality assurance process, reports associated with outlier assessments will be obtained from the
Commissioners data warehouse for review. This part of the assurance process does not constitute the
entirety of quality checks undertaken for general revaluation purposes.

6.1 Commissioners Data Warehouse

Section 3 of this manual provides for Project Plans to include specific dates for the delivery of
interim and final valuation recommendations in accordance with the requirements of the
Commissioner.

The requirements include responsibility for the quality control of the valuations and to detail
actions that are undertaken to ensure quality is achieved. A Valuation analysis report that captures
the integrity checks is to be completed.

The VMS system does not have the analytical functionality to assist in proofing the quality of
valuations to standards specified in the integrity checks section of this manual. The valuation
quality assurance checks will be generated using exported unimproved values in the

Commissioners data warehouse i.e. until the functionality of the system has been improved.

The process for data preparaticn is as follows:

e ACTVO recommended unimproved values are uploaded to VMS prior to the due date for
delivery to the Commissioner, as specified in the project plan

e data integrity checks are run in VMS to identify load errors, mismatches, and
inconsistencies, and the rectifications are reloaded into VMS

¢ a VMS extract is generated to check that the rectifications have been uploaded correctly,
and is signed off by the checking officer

s once the review is complete, the amended unimproved values are exported to the
Commissioners data warehouse

¢ the Commissioner reviews and advises of any integrity check failures which will be
remedied, acknowledged and/or amended

¢ rectification of the failures may require a reload of new data

* data integrity checks above are rerun on any rectified data

6.2 Data integrity checks

Information that is provided in final list of unimproved values, or as part of a supplementary
process undergo several integrity checks once it is received by the Commissioner.

The Commissicner will advise of any listing errors, value inconsistencies, out of parameter
increases and other alerts. Following receipt of the report(s}, the ACTVO will rectify errors,
omissions, and inconsistencies or advise of unresolvable issues. An explanation or details of
planned remedial action must be provided to the Commissioner in accordance with timeframes
specified in the project plan.
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6.3 Valuation analysis report

The valuation analysis report details necessary quality assurance measures.

The report is to be provided in the format prescribed in Appendix O, and includes:

statistical measures reporting
component data analysis

quality statement

any other quality assurance measures

a list of high value and high-risk properties, including the applicable verification risk rating
and risk descriptor.

Explanations are required for any occurrence where the project standards are not met. The

valuation analysis report is to be retained and provided to the Commissioner on request.

Valuation analysis reports may be published in part or whole and may be subject to detailed

compliance auditing by the Commissioner.

6.3.1

6.3.1

Statistical measures reporting

Prior to delivery of the valuation recommendations worksheet, statistical checks must be
performed using the deduced unimproved value at the valuation date. The deduced value is
ascertained from all analysed sales, other than those specifically identified as non-market
transactions.

Evidence of statistical checks must be kept as part of the general revaluation program
undertaken by ACTVO. Commentary is required summarising results, highlighting any
exceptions and either rationalising or detailing future rectification works to be undertaken.

Statistical checks will be carried out throughout the valuation process, occurring when each of
the localities are completed. Details of significant findings from ongoing statistical checks are
to be included in progress meetings with the valuers as per project plan.

The primary statistical measures for residential property include:

- Coefficient of Dispersion (COD)

- Mean Value to Price Ratio (MVP)

- Price Related Differential (PRD)

- Comparison of Average Value Changes (COAVC)
- Improvements to Sale Price Ratio (ISP}

These measures and calculation are detailed in Appendix G.

Locality/Component data analysis

Where a locality or component has been created, an analysis must be undertaken to verify
the suitability of the chosen property. The analysis will be generated from information within
the Commissioners data warehouse. Where there is no locality or component, then the values
require manual verification.
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The primary benchmark should not vary more than +/- 5 per cent (%} from the median
unimproved value of the land and shall be within the inter-quartile range of the locality or
component. Additionally, the unimproved value median of the locality or component should
not vary more than +/- 5 per cent (%} from the median of the interquartile range.

The individual value assessed for the primary benchmark must be within rounding parameters
of the unimproved value for that property produced by application of the locality factor i.e.
the locality factor must equal the primary benchmark factor.

The provisions of Section 8.5.1 Selection of Benchmarks provide for minor variations of these
requirements in certain circumstances. An explanation for all instances where the variations
are outside +/- 5 per cent (%) of the unimproved value expected mediums must be provided
in the valuation analysis report. Any proposed remedial action must also be provided.

Sales checks
. Sales activity

A check is undertaken to ensure an acceptable quantity of sales analysis in undertaken
for each grouping of property. Generally, residential areas require a minimum of three
sales per locality. A check is also undertaken to gauge whether there is a sufficient
spread of sales analysed in a locality/component. Although the check is subjective, it
provides some support as to the robustness of the returned unimproved values.

. Non-market sales checks
A review of sales summary comments is undertaken to determine whether those sales
flagged as nonmarket have adequate explanation to demonstrate they are genuine non-
market sales. A further check is undertaken to ensure that non-market sales do not
include an adjusted to 1 January unimproved value.

. Market sale not suitable for analysis check
A review of sales summary comments is undertaken to determine whether those sales
flagged as not suitable for analysis have adequate explanation to demonstrate they are
not suitable for analysis. A further check is undertaken to ensure that sales not suitable
for analysis do not include an adjusted to 1 January unimproved value.

. Out of line sales checks

A review of sales summary comments is undertaken to determine whether those sales
flagged as out of line have adequate explanation to demonstrate they are out of line
with market levels and include reference to market sales of comparable properties. A
further check is undertaken to ensure that Qut of Line sales include an adjusted to 1
January unimproved value.

. Sales ratio checks

The unimproved values determined for individual sale properties following the
application of the valuation methodology are expected to lie within the range 0.85 to
1.00 (85 per cent to 100 per cent} of the unimproved value derived through analysis of
the sale. A sales ratio check is undertaken to identify any unimproved values for sale
properties that do not meet this criterion. These must be reviewed and appropriately
rationalised to ensure they are correct.

. Unimproved values greater than purchase price

A check is undertaken to identify any instance where the unimproved value of a sale
property is greater than the purchase price for that property, regardless of whether the
sale was analysed or not, These must be reviewed to determine whether the sale was a
market transaction or whether market movement between the sale date and 1 January
has caused the anomaly.
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Number of sales used to value benchmarks.

The accuracy of the valuation of benchmarks is crucial to determining and checking the
factor to apply to other properties within the grouping, it is therefore considered best
practice to consider a minimum of three sales to value each benchmark where available.
Where the benchmarks do not have sufficient sales linked to them, it is expected that a
satisfactory explanation will be provided to rationalise how the valuations were
determined.

6.3.1 Unimproved value checks

6.3.1

Unimproved value ratio checks

To identify extreme valuation changes, a review of all valuations with a variation of
more than 0.50 x and 2.0 x the previous land value is considered, and confirmation is
required that the land values are correct.

Significant component movement checks

This check will consider whether adequate explanation has been provided for
components where the component factor is less than 0.70 or greater than 1.30 and
whether these value movements had previously been bhrought to the Commissioner’s
attention through the monthly meeting process.

Actual factor variation from locality/component factor {locality and property level).

Large volumes of objections and loss of stakeholder confidence in valuation accuracy
may occur where value movements occur that are outside expected market
movements. These are generally the result of a realignment, or correction of values. A
check is undertaken that compares the variation of the average factor movement in the
locality/component to the locality/component factor.

Where the average factor is greater than a 0.20 variance from the locality/component
factor an explanation is required to determine the reasons for that variance. A further
check is undertaken to identify individual properties within a locality/component where
the individual property factor is greater than a 0.40 variance from the locality or
component factor. An explanation is required to confirm the reasons for this value
movement.

* Low land values check

A simple check to consider low land value cutliers is undertaken to confirm the value
of any property that is less than $50,000.

+ High land value checks.

Properties with high unimproved values within each property class comprise a high
risk in relation to valuation accuracy and potential for objection. These must be
checked to confirm the valuation is correct.

* Prior objection checks.

To ensure that an amendment to an unimproved value that occurred because of the
objection process is carried forward to the subsequent 1 January land value, a check
is made that reports where the new land value is more than a 15 per cent difference
from the prior value amended on objection.

Quality statement

A quality statement is to be provided to Commissioner as part of the valuation analysis

report. The Principal Valuer is to sign the quality statement which is to include certification

that the statement is an accurate account of the activities undertaken, reviews completed,

and quality control checks undertaken.
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Details and records of procedures and actions showing the nature and range of the work
undertaken in providing the guality assurance may be requested by the Commissioner. It is
expected sufficient records are maintained to support the quality assurances made in the
quality statement. The quality statement must detail the quality control checks that have
been carried out. The checks are to include (but not limited to) confirmation that:

all rateable properties have been valued.
the unimproved values of land are consistent.

the unimproved value of land basis has been correctly assessed and recorded for each
property.

unimproved values of land for those properties that have considerably higher unimproved
values in relation to the average value for a land use in the area; and of high-risk
properties have heen reviewed and are correct (e.g. regional shopping centres, large scale
industrial and unit developments, large rural properties etc.).

unimproved value recommendations that result in substantial changes in valuation
parities or unusually large value variations from the last recommendations have been
checked and are correct.

a broad range of market evidence has been analysed and details retained and can be
provided to the Commissicner on request,

adjustments and assumptions within the market analysis have been based on market
evidence and have been documented and rationalised.

analysed sale properties where the sales ratio does not lie within the range 0.85 to 1.00
have been reviewed and an explanation provided as to why the current land value should
be adopted.

Crown Lease purpose clauses of the property have been considered.

the current and proposed planning controls that affect the valuations have been
accounted for.

where the unimproved value of a property has been amended on objection or by ACAT
direction, the alignment of values with surrounding properties, or properties of a similar
purpose and type, has been considered.

statistical checks and locality data tables have been prepared, reviewed and anomalies or
results outside specified parameters have been rationalised and explained

all unimproved values are supported by market evidence
all benchmark properties have been inspected within three (3) years
worksheets have been maintained where required

the annual verification program requirements, including percentages of properties
verified per risk rating, has been completed and correct risk codes have been applied.

If any of these statements cannot be confirmed, then an explanation shall be provided which
includes a plan that outlines how and when the requirements will be met.
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6.4 Commissioner quality assurance value acceptance
checks

Following delivery of the interim and final unimproved value uploads, the Commissioner may
undertake reviews to determine the compliance of the data with the procedural requirements of
this manual. The reviews may include a check of the quality assurance measures that have been
undertaken by ACTVO but relying on information within the Commissioners data warehouse. It is
acknowledged that compliance with statistical, locality/component data and other measures will
not always be possible for various reasons, however, it is a requirement that where such measures
are not met, the reasons are explained within the valuation analysis report.

6.5 Risk assessment registers

A risk register that identifies areas of high valuation risk must be maintained. Items within the
register will be jointly reviewed with the Commissioner throughout the general revaluation project.
The risk register includes {but is not limited to) the following potential risks where applicable:

e significant market movement

* significant value changes not directly related to market movement

+ significant value changes related to previous Commissioner determinations
* lack of market evidence

¢ issues that may affect unimproved value of land outcomes e.g. lack of legislative valuation
guidance; local media matters; significant new land development; stakeholder and lobby group
representations etc.

* areas of previous high objection history
* high value properties

» specialist property issues

* contamination or heritage issues

s other issues as these become material
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7 Unimproved value verification,
component reviews and benchmarking

7.1 Locality/component (grouping) requirements

A locality classification for every single dwelling residential property should be maintained. All
properties within a locality must have similar purpose codes, within similar zones and be linked to a
primary benchmark.

Component classifications for every non-single dwelling residential property is required to ensure
valuation currency and consistency. To date only one component has been created i.e. diplomatic use
properties.

Following the creation of a new group, verification of values within the group must be undertaken to
ensure that the relativities between the unimproved values are consistent. This ensures that the effect
of any variation to the value of the selected benchmark is applied across the linked group of
unimproved values consistently.

The main difference between locality and component groupings are that components can include
pockets of property in differing suburbs within a district, whereas localities are restricted within
suburbs. The use of component grouping is beneficial where:

* like properties are insufficient in number in an immediate neighborhood to support a
benchmark

s the properties are too diverse (non-homogenous) to support the use a benchmark

Although the majority of ACT single dwelling residential property are included in localities, there is
nothing to prevent the creation of single dwelling residential property components e.g. the southern
part of Braddon may be included with the northern part of Reid as the value driver attributes (such as
heritage listing) of both suburbs are similar.

However, the system does not include the functionality to create cross district components for
benchmarking purposes (e.g. local centres - shops). Instead, each component will have a unique type
(BM Type) that will be the same in each district. A list of current BM Types is included as Appendix Q.

The structure and description of lecalities and components that are homogenous must be reviewed to

ensure:

» properties include similar permissible uses, generally within the same or similar zoning

s the BM Types descriptions clearly define the nature of the properties within that grouping
and is descriptive enough to ensure that newly created properties may be added to the
correct group

s outlier properties are appropriate for inclusion in the grouping except for higher valued
outliers, which should be removed and placed in a non-homogenous grouping

Where appropriate, a grouping of dissimilar properties should be identified as ‘non-homogenous’

The review process is likely to identify changes required to group descriptions and structures to
account for changes in properties within and surrounding the group over time. As appropriate,
grouping changes should be made to bring the required changes to account.

Material changes to the content or boundaries of groups should only be made following consultation
with project manager.
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Therefare properties that are to be verified annually, regardless of the risk descriptor include
100 per cent of all properties within risk rating 1, 20 per cent of all properties within risk
rating 2, 10 per cent of all properties within a risk rating of 3, and 5 per cent of all properties
within risk rating 4.

Major variations to the total annual percentage requirements in a revaluation year due to
resource or ather external pressures must be addressed in project plans. The Commissioners
support must be obtained for any proposal that varies the above verification schedule.

The risk rating table considers the complexity and nature of the property being verified and
the need for regular review outside the mass valuation process to ensure valuation rigor.

Extreme risk properties that are to be verified annually include, but are not limited to:

town and group centres
- contaminated sites

- InGlabo parcels

- high valued properties

These properties may be broadly classified as those whose unimproved value:

- has been identified as being within an area of high or extreme risk within the risk register
- has changed by a factor of more than x0.50 or x2.00

- because of quantum, an amendment from objection or appeal could have a material
impact on the charges levied, or

- ifamended on objection or appeal, is likely to cause a significant loss of public or
stakeholder confidence in the valuation process

In mare specific terms, such properties are those whose unimproved values are the maost
difficult to calculate and substantiate and whose values are most likely to be amended on
objection or appeal far any of the following reasons:

- thereis a lack of historical comparable sales evidence for the property type

- there is difficulty of obtaining evidence on which to determine the valuation for the
property type

- thereis need for detailed valuation assumptions and rationale to be provided to
determine a valuation

- ahigh level of investigation and due diligence would be required to correctly determine
the valuation of the property

- the use and therefore the value of the property type is likely to be subject to ongoing
change.

High risk properties may be assessed using the risk rating matrix, provided as Appendix |,
where the risk of any potential change to a property’s value may be considered against the
conseguences of such value change. All properties with high and extreme risk results should
be included for verification purposes as ‘risk rating 1 or 2’ respectively. As outlined in Section
5.5, warksheets must be maintained for properties of this risk profile.
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Town and group centres are defined as commercial centres that include an array of discount
department stores, supermarkets, and specialty shops. The town centres are designed to
service the district whereas group centres service several surrounding suburbs within a
district.

In Globo lands as described in the risk rating table are defined as greenfield sites ripe for
subdivision. In Globo lands do not include infill sites (brownfield) where existing services and
access to each of the potential lots is already available.

Rural land is described as those lands for which the dominant use of the land is for primary
production including the business or industry of grazing, animal feedlots, dairying, pig-
farming, poultry farming, viticulture, orcharding, beekeeping, horticulture, vegetable growing,
the growing of crops of any kind, forestry or aguaculture or any combination, used for the
purpaose to generate profit on a continuous or repetitive basis.

Such lands shall be included as risk rating 3 and verified at the rate of 10 per cent annually
with all properties verified within a 10-year period.

Other rural land, where the dominant use and value is ‘residential’ (e.g. rural living) is
included under risk rating 4, with a requirement of 5 per cent to be verified annually. All
properties to be verified within a 20-year period.

Where Open Space or Special Use zoned lands comprise a current use that is considered to
fall within a high-risk category, these shall be included in risk rating 1. Where Open Space or
Special Use zoned lands comprise a current use of commercial, industrial, or rural (rural being
subject to the above classification), these are to be included as a risk rating 2.

Furthermore, the due diligence required of a property that is subject to verification shall
include but may not be limited to:

a. Sitearea

A check shall be made to confirm the site area of the subject property is correct. If
there are doubts as to the accuracy of the area, checking VMS or using ACTMapi
measuring tools is required. If the area is still shown to contain discrepancies, a
deposited plan should be viewed through ACTVO records or in ACTLIS.

b. Legal description

A check shall be made to confirm the legal description is correct. If there are any
doubts as to the correct description, a title search should be conducted.

Although the Commissioner is primarily responsible for providing correct areas and
legal descriptions for each property, a rudimentary check using VMS, ACTMapi, ACTLIS,
or ACTVQ'’s file database is required to ensure there are no obvious errors in relation
legal description of the property.

Examples include the area being recorded on a residential block as being 1,000 ha
when it should be 1,000 m?, or the legal description contains only 1 block when the
title clearly refers to several blocks. Such errors or omissions should be noted and
brought to the Commissioners attention for correction of the valuation roll.

It is not acceptable to verify the valuation of a property where clear errors to area,
descriptions or categorisations are not addressed.
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Crown Lease Purpose Clause

The Crown Lease purpose clause should be checked if the current use does not appear
to accord with ordinary uses expected in a zone. A broad check of VMS and the ACTVO
records should be undertaken to confirm the use. If that information does not
reconcile with the use of the land, then a check of the Crown Lease via ACTLIS should
be undertaken. The Commissioner should be advised of any anomalies between
current use and permissible uses as a comment against the assessment.

Zoning

The zoning shall be checked by using current legislation and planning instruments
(EPSDD etc.).

Recommended unimproved values

Consideration shall be given to the valuation rigor of the recommended unimproved
values and whether the values are within the expected market range. All aspects that
impact on the market value of a property are to be considered.

The unimproved value review shall also include:

o Reguirements of the Rates Act 2004 - all requirements must be considered.

©  Grading - although grading of surrounding unimproved values does not in
itself indicate the correct value of land, it is an appropriate measure to
determine if anomalies exist and whether the subject land maybe valued
outside the values prevailing for that locality.

Inspection

For verification purposes, a physical inspection is not mandatory but should be
undertaken where the circumstances affecting a property cannot be readily assessed
via the use of digital or other means e.g. where the value of a property is heavily
influenced by location factors such as unigue views, an inspection shall be required.

Verification Types

Properties that are verified must be recorded as being verified or inspected (if a physical
inspection has occurred). Please refer to Appendix A for definitions.

It is expected that several properties would be inspected during the verification process.

7.3 Scheduling unimproved value of land verifications

Recommended unimproved value verification and correction action should be angoing

throughout the year on a component basis.

Where the typical property use of a grouping is retail, commercial, industrial, multi- unit

residential or rural, the components are to he reviewed every ten (10) years. Where the typical

property uses in a component are open space or special community uses, the companent is to be

reviewed every twenty (20} years.

It is recognised, however, that instances will occur where individual properties within a

component will require the unimproved value to be verified under the risk rating basis and at

different intervals from other properties within that group e.g. heritage listed single residential

praperties.
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The individual properties should be verified in accordance with the risk rating table, regardless of
the verification requirements for other properties that reside within the respective component.
Details of the verification program are to be detailed in the project plan.

In summary, all properties classified as:
1. Risk rating 1 are verified annually
2. Risk rating 2 are verified every five {5) years
3. Risk rating 3 are verified every ten (10) years

4. Risk rating 4 are verified every twenty (20) years

7.4 Recording, maintenance, and delivery of unimproved
value verification

The risk rating applicable to each grouping should be determined and demonstrated how these

will be applied against individual properties. Records of all verified properties must be

maintained. All properties verified throughout the valuation program are to be supplied upon
request to the Commissioner.
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Inspections of the benchmarks must be conducted every three years to ensure the benchmark is still
relevant and the physical and legal details are correct. This will limit valuation inconsistency due to
benchmark obsolescence.

8.5.1 Selection of benchmarks

Benchmark parcels must be carefully selected to represent the largest number of properties
within a component or locality group.

The primary benchmark parcel is to have an unimproved value equal to or within five {5) per
cent (%) of the median value of the grouping i.e. from 95% to 105%. The primary benchmark
is to be used to determine the benchmark percentage increase.

Instances may occur, at a subsequent valuation date, where a primary benchmark may be
found to be outside the median value range of the group due to verification or
supplementary actions having changed the median value.

Where the previously complying primary benchmark is outside the required range, but
within a maximum of ten {10} per cent (%} variance from the median value, use of the
existing benchmark as the primary benchmark is acceptable for that subsequent valuation
date.

If a benchmark value that exceeded +/- ten (10) per cent (%) of the median value was
retained for the relevant valuation, reasoning must be provided in the valuation analysis
report with commentary as to:

- thereasons why the benchmark is outside the range
- therelevance of the benchmark change

- what checks if any were undertaken

Nevertheless, where the previously complying primary benchmark is outside the required
range by more than +/- ten (10) per cent (%}, an alternate benchmark that complies with
the primary benchmark requirements shall be selected for the next revaluation.

It is a requirement that the primary benchmark is the most representative property for
the group. To maintain a high level of consistency and continuity, it is expected that the
primary benchmark will only be altered when it fails to meet the guidelines. All variations
of primary benchmarks must be fully documented.

8.5.2 Valuation of benchmarks

All benchmarks for each group are to be verified and assessed each year prior to the
application of the methodology. This will provide a series of base-line values against
which the quality of the recommended unimproved values produced by the methodology
may be measured. Verification requirements are described in section 8.2.1 with
verification and physical inspection definitions provided in Appendix A - Dictionary.

Regardless of the valuation methodology adopted, the individual benchmark valuations
are to be compared to the unimproved values for those properties produced by the
methodology.

Where the grouping {locality or component} methodology is used, the individual value
assessed for the primary benchmark must be within rounding parameters of the
unimproved value of land for that property produced by application of the component
factor.
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8 Supplementary valuations

Supplementary valuations are critical to the integrity of the register of ACTVO unimproved values

and must be completed to the highest standards. As supplementary valuations form part of the
basis for future unimproved values and may be made at a time well after the relevant 1 January

valuation date, it is critical that the values are correctly aligned with surrounding unimproved

values, rather than being based on sales current at the time the supplementary valuation is

required or completed.

The Commissioner will submit supplementary valuation instructions electronically to ACTVCO's

valuation inbox {email), as the requests arise.

Supplementary valuation information provided will include:

details of the property affected

section of the Rates Act 2004 authorising the valuation action

an explanation of the action and additional comments as necessary

entries to be canceled including values etc

entries (new) showing the required valuations for each year as at base date
rating and other categorisations necessary for updating ACTVQ’s system
any special instructions or comments e.g. urgent requests

Crown Leases, deposited plans and strata plans and other information relevant to support
the instruction

The supplementary valuation must be completed and returned in the required electronic form

in the timeframe specified by the Commissioner.

The valuation process includes but is not limited to:

inspect the properties where necessary

note the purpose code of the property

note the zone code(s) on each new entry

note the locality or component code on each new entry

note the primary and sub use OR primary and secondary use.

provide unimproved values at the base date for the years specified in the instruction
determine the correct valuation basis

record any valuation calculations on an approved or relevant evidence templates

record details of fragmented holdings

note any anomalies associated with the detail provided in the instruction and seek
clarification

provide valuations as required in accordance with relevant legislation and any special
instructions

keep a record of the officer that undertook the work.

The supplementary valuation must include an evidence template that incorporates details of the
property, instructions, list of comparable unimproved values as well as sales evidence. A brief rationale
describing how the valuation was derived must also be included. A copy of the valuation will be
duplicated in the relevant district file for review in the subsequent general revaluation.
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The additional detail required in a supplementary valuation is important as this forms part of the
verification quota associated with the subsequent general revaluation. An appropriate risk rating must be
determined and recorded against the property(s) being assessed.

Importantly, a supplementary valuation should not be returned where such action would be contrary to the
provisions of the Rates Act 2004 or an obvious error in description or area or use exists, notwithstanding
the fact that the supplementary request was forwarded by the Commissioner.

Supplementary valuations following objection

From time-to-time supplementary valuations may result from an objection or ACAT decision. The
Commissioner will include the details of the objection or Court determination and instruct the ACTVO to
furnish a corresponding supplementary valuation in accordance with the determination.

The Commissioner may determine the objection and request supplementary valuations where the
objection is lodged based on error of fact i.e. on the following grounds:

* area/dimension

* incorrect description
* amalgamation

* split valuation

* incorrect zoning

* incorrect basis.

Where the Commissioner requests such a supplementary valuation, the date valuation made (DVM) will
remain as the date of the originally issued valuation/s. If there are multiple DVMs, the DVM for this
action will be the earliest of the DVMs. This will apply to each valuation year where an objection has
determined properties are to be amalgamated or separately valued.

Where there are multiple current valuations applicable to a property other than the valuations that
have been objected to, the supplementary valuation for those other valuation years will require a new
DVM, being the current date of valuation.

It should be noted that nothing in this section supersedes the requirement to make valuations in
accordance with the Rates Act 2004.
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9 Valuation inquiries

The Commissioner may require information regarding analysed sales, methodology used, or any

information used in the determination of a value without requesting a full objection.

Examples of information that may be requested include, but are not limited to:

the basis of the valuation

the methodology used to establish value

the prima facie correctness of the valuation
establishment of the permissible uses of the land
queries regarding the zoning of the land

physical features that may not have been considered in the valuation.

Where information advising whether certain factors were taken into consideration when making

the valuation is requested, then an explanation regarding the impact that those factors have on the

valuation should also be included.

Where, based on the inquiry of the owners, the Commissioner requires further clarification but not a
formal report, then this will be supplied either through a limited scope residential report or additional
information commercial request.

Limited scope assessment — residential property

A limited scope assessment is not a formal valuation. It is designed to verify the
unimproved value established from a benchmarking exercise. It checks that the
recommended variation in unimproved value of the subject property is the same as the
variation of the relevant benchmark. Sales supporting the quantum of variation are also
included. If the value is found to be inconsistent with the increase in the value of the
benchmark, then a recommendation is made to the Commissioner to review the
assessment. In these circumstances a supplementary valuation may be requested by the
Commissioner to correct the unimproved value

Additional information request — commercial property

The additional information request is not a formal valuation. ACTVO is required to provide
brief details of the subject property, as well as sales that have been applied in the general
revaluation of commercial property to support the Commissioners response to a
landholder valuation inquiry. As commercial property includes a broad array of property
types, only general details of the valuation exercise and outcomes are provided.

Neither of the above exercises are a substitution for a full objection valuation. Nevertheless, some
degree of care is required in completing the requirements to ensure that the Commissioner has
sufficient detail to decide the best response.

Copies of the templates are included as Appendix P.
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10 Appeals

In the case of valuation appeals, valuers will be required to prepare reports, and must be prepared to
appear as an expert witness at the ACAT. Valuers may also be required by the Commissicner to provide
other assistance to support the resolution of valuation disputes.

If called as a witness, the valuer will be required to prepare a statement of evidence and comply with

the directions of the court.
Valuers are to conform to the requirements of the ACT model litigant requirements.

Reports must also comply to professional standards equivalent to APl and PINZ Real Property Guidance
Note ANZRPGN2 ‘Acting as an Expert Witness, Advocate or Arbitrator’ in Australian and New Zealand
Valuation and current Property Standards (ANZVPS) (or equivalent).

If the Administrative Civil Appeals Tribunal {ACAT} issues a determination resulting in a variation to the
determined valuation, the Commissioner will issue a supplementary request, provide a legal analysis of
the outcome where pertinent, and may issue memoranda to clarify future valuation exercises.
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Appendix O — Example Valuation Analysis Report

ACT Valuation Office

Valuation Analysis Report

cxlvi
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Appendix P — Limited Scope and Additional Information
Request

Interim reports provided prior to the completion of a formal objection report.
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» Manager Commercial — Stephen Protopopoff

The commercial manager will be responsible for the development of worksheets,
delivery of commercial and mixed-use assessments and including quality assurance.

e Manager Administration — Gerard King

Administration with be responsible for Valuer to CAVS input of approved valuation
extracts and customised templates and coordination and QA of valuer extracts and
templates. Other duties include the bulk uploads to the Commissioners Data
Warehouse and coordination and QA of uploads to the Warehouse including
attending to responses regarding missing or anomalous valuations.

Priority will be given to the administrative suppart requirements of the Project
Management team. Other revaluation related demands on administrative support
must be oppraved by the Project Team.

Work Area Allocations

All valuers will be required to manage all single residential, multi-unit residential {includes ACT
Housing properties) and locol centre voluations for districts in addition to responsibilities as
specified in the following:

e CarloKing:
Inner South District
Canberra Town Centre
Braddon Services Precinct
Rural 2022
Rural Valuer Procurement for 2023

* Stephen Protopopoff

Inner North District including Oaks Estate

Woden and Tuggeranong Town Centres

Phillip and Tuggeranong Service Precincts

Fyshwick and support from Abdul Latif on other Industrial Precincts

e  Geoff Mclnerney

Woden and Weston Districts
Gungahlin and Belconnen Town Centres
Group Centres {ex-Dickson)

¢  Karen Hill

Gungahlin District
Dickson Group Centre and shadow Geoff Mclnerney on other Group Centres

* Mirek Pilat

Tuggeranong District as well as Strathnairn, Uriarra Village and Tharwa
Office Precincts — Acton, Canberra City fringes, Barton, Bruce, Deakin, Forrest,
Kingston etc

s  Abdul Latif
Belconnen, Molongo Valley as well as Hall
Shadow Stephen Protopopoff on Industrial Precincts

There will be an expectation of collaboration across the team, including support to
those with significant revaluation responsibilities.
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Meetings with the Commissioner

The Commissioner will hold meetings with the Project Team to review, discuss and record issues relating
to the current rating valuation exercise that are outside the reportable scope of the above meeting.
Generally, these will be held once monthly during the General Revaluation and as required by the
Commissioner. The following issues should be discussed where appropriate:

s review of property value risk assessments

* level and breadth of analysis undertaken

* significant or unusual sales

* results of paired sales analysis and added value of improvement studies undertaken
e adjustments to valuation date

s significant development approvals and approvals for demolition and redevelopment
» verification undertaken and impact on values

* proposed market movement across property types

s proposed value changes outside the market range

s  matters discussed with the ACTVO “out of meeting”

e issues raised through any audits or monthly progress reports

+ all Ministerials

* findings from objections or ACAT, project performance etc.

s outcomes of any parallel valuation reviews undertaken by the Commissioner

e technical valuation issues

e tribunal or court matters

staff issues

Sales to be Analysed

The annual revaluation program commences each November, preceding the base date of 1
January, and is to be completed by the 1 June. The ACTVO will undertake to perform sales
analysis in accordance with the rating program, and as dictated by market and operational
conditions. The analysis of directly comparable unimproved site sales is the preferred valuation
approach.

All relevant sales which assist in the establishing or verification of unimproved land values as of
1 January 2022 will be analysed. This will in general, include rural, industrial, commercial,
mixed use, vacant land, residential and development site sales, to cover the breadth of the
market and to provide more than sufficient market evidence.

Sales closer in time to 1 January are preferred, however it may be that due to a lack of recent
market evidence, that the best evidence may be removed in time. Older sales should only be
included where recent market evidence is lacking, with consideration of any market movement
noted in the worksheets. Emphasis will be placed on sales analysis of property types that have
limited market transactions. This includes rural properties, commercial and industrial
properties, special use properties and residential development sites.

Analysed sales will be recorded on a spreadsheet prepared for each suburb, in which land values will be
deduced from the sales evidence. Sales which are out-of-line must include supporting evidence to explain
why the sale is out-of-line.
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The valuer is required to have regard to the whole market and not just the vacant land sales. To fulfil this
requirement, sales of improved properties will have to be analysed, particularly where the improvements are
less than optimum and may be approaching redevelopment.

Priority Reviews

¢  ACT Housing Properties

There are a several ACT Housing properties situated across the Territory. These properties are
subject to rates and therefore require an unimproved value.

As with other similar use properties, these are to be valued in accordance with the Crown Lease. In
instances where a Crown Lease does not exist or there is a limit on disposition, then the property’s
current use is regarded as the highest and best use for rating valuation purposes.

It is important that the value relativities of surrounding properties are considered by valuers when
valuing these properties. The assessed unimproved values should be consistent with the 2022 level
of unimproved values established for similar properties in the surrounding area/component.

»  Properties under $150,000

It was noted during the 2021 General Revaluation that a significant number of properties within a
residential benchmark locality had values of less than $150,000. The ACT mass appraisal system is
premised on residential blocks within a locality having common attributes.

Properties with unimproved values less than $150,000 are unlikely to be typical for the locality. This
means that the appraisal system employed for benchmark localities is unlikely to produce consistent
values.

Accordingly, these properties are to be reviewed by valuers when valuing the locality benchmarks.
The general approach is that these properties should be extracted from the residential locality,
valued separately, and placed into a separate District wide component(s).

Properties of small land areas that are primarily designed to service an adjoining block should be
valued at 51 e.g. roadways, nature strips etc, If the valuer decides that the property(s} is to be left in
the locality; or the review results in an unimproved value of greater than $1 {e.g. large road reserve

not yet developed) then a comment must accompany the record(s).

A list of the properties that require review will be placed in the Rating 1-1-2022 folder.

Future Reviews

¢  Club Use Properties
Club or community use sites include properties that are restricted to uses that are community or
hobby based. These include churches, tennis clubs, bowling clubs, rifle ranges, speedways etc. These

properties generally have low income generating capability but are located in high value areas.

The sites have not been revalued as a group for a significant period. This is a major body of valuation
work and has been earmarked for review at the next 2023 revaluation cycle.
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s Rural Properties

An internal review of all rural properties was completed in 2021. This indicated significant increases
over the base year of 2020. The variations were not reflected of value movements since 2020, but
more indicative of value movements since the properties were previously valued. Rural properties
had not been valued as a single component before 2021.

Accordingly, a rural valuation expert will be procured to review the valuations in 2022. The
valuations will be used to support the Commissioners 2023 rating determinations.

Componentisation

Componentisation is critical to the support of the annual delivery of Unimproved Value (UV) appraisals for
consideration by the Commissioner. So it is important that the suitability of existing benchmarks and
localities are reviewed. Accordingly, a set of new metrics (medians and ranges) have been generated within
the Benchmark Templates to identify whether the unimproved value of the selected property is a reasonable
example of unimproved values in the locality.

The ratio of the:
s  Benchmark UV and the Component Median UV and
« IQR UV and the Component Median UV

should be within the range of 95% to 105% inclusive.

The calculations are based on the previous year unimproved values, which are automatically generated in the
Summary Worksheet of each Benchmark Workbook. If the metric it is not within that range but within +/-
10% (90% to 110%), then the valuer should review the benchmark to ascertain whether another Benchmark
property should be selected or deferred for a future review, with a comment advising the adopted approach.
If the metric is outside the 10% range (<90% and >110%) then the benchmark property should be amended
and/or the project team notified.

Eventually, it is expected that componentisation will be fully deployed across most rateable properties in the
ACT. However, for the 2022 General Revaluation, componentisation will be limited to any single residential
property not in a locality, residential multi-unit development properties, and local centres within the valuer's
respective districts. The new component designations must be listed against valuer extracts of those
properties. The classifications are included as a link in Appendix B.

Karen will control the use and naming of multi-residential components. Stephen will control the use and
naming of local centre components.

Verification/Regrading Program

The individual verification of land values and the review of localities/areas/precincts will be carried out in
accordance with the verification schedule as proposed for the 1 January 2022 rating year. Our main aim in
undertaking verification is to ensure consistency as well as accuracy.

The principal objective of this process is to ensure that valuations used for rating and/or land tax are of as
high a quality as is possible and can reasonably be supported on objection/appeal. Verification includes any
supplementary valuation work conducted throughout the year.

The verification program is a systematic risk-based process to periodically verify property data and
unimproved land values to ensure that they are appropriately valued. There are four risk categories:
extreme, high, moderate, and low risk. A risk rating of 1 or 2 refers to those properties which are deemed to
be of extreme to high risk, whilst those with a risk rating of 3 are deemed to be of medium risk. A risk rating
of 4 pertains to property with the lowest risk.

Properties grouped into risk rating 1 and 2 categories tend to be those which are more complex in nature. For

example, there may be limited sales evidence or there may be a need for detailed valuation assumptions to
assess unimproved value.
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Project Specifics:

This Project Plan has outlined in detail how the ACTVO will provide the on-time delivery of high quality,
accurate, and consistent services,

This will involve scrutiny being given to the sales analysis, added value of improvements and valuation of
difficult or complex properties.

The ACTVO will utilize the component method of mass valuation along with the use of benchmark properties.
To ensure the accuracy, consistency, and timeliness of the delivered services, the ACTVO will:

e Ensure that all valuers working in the ACTVO are suitably trained and experienced, have a working
understanding of the Territory Plan and issues relevant to the ACT, and are aware of their
requirements in relation to this Project Plan.

s Undertake a program of the verification of land values where required.

e Adhere closely to the Project Plan to ensure that services are delivered on time.
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Authorisation of the Project Plan 2022

Kim Salisbury Carlo King
Commissioner for ACT Revenue Project Manager
Date
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APPENDIX A: Final Report
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ACT Valuation Office

Valuation Analysis Report
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APPENDIX B: Classifications

Categorisation and Component Codes
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