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Iasl1-uctioa: .Ans\rer r l ~ ~ c s l i o l ~ s  P asec;' :toy other t v v ~ .  ASSIII~IC allcl stale ally data 
relevanl to ii full answer. Asstl~k~e lre:lrolci rate is 7'%p9 sirlking I'u~itB is 3% ancl 401~ 
lax. Please sllow all yo111- wo~.kings ira  :won- i!~ooltlet. 

( I )  Icanayo Investment Bureau hnlcl:: the ixsidue oT 99 years builcling lease granted at 
fixed ground rent o f  N5,000 rroln tlic freeliolder Clandestine. 'The building lease 
has 67 ycars unctpirccl. Four ye;us ago, lcanayo Investment L3ureau let the office 
edifice to Acletutu at a rent ofN50,000 p.a. on 20 years full repairing and insuring 

,. . leasc. I wo years ago Adeti~lu sublet tlic premises to Obiedelu ~ ~ n d e l -  a 10 ycars 
full repairing and insuring lease aL n I - C I I L  of 70,000 p a .  with a rent review at tlie 
middle oF the lcase by N20,000. Milestone property, a lirll time property 
investment expest, just acquired invcstmcnt bureau and wishes to become the 
Srccholder in possession. 
Valuc all interesls and advise t l ~ c  company on how much i t  should offer ali the 
parties if their interests are to be purchased, one at a time, a1 a 50150 deal. Recent 
evitlence revealed that LIE leascholcl interest in tlic acl.jnccnt oflice psoperty ha just 
been solcl for N850,000. The Icasce was eli.joying a profit rcnt ol'N35,000 p.a. 
and hold a 25 years. 17ull repairing arid insuring lease at a rent of N80,000. 

30 marlts 

Prilne Invest~ncnt holdings has a G-echold interesl on a shop propel-ty suitably 
located in a town centre. 'The propesty has an unexpired tcrln of 15 years on full 
repairing and insul-ing lease at a rent oTN240,000 p.a and a rack rcnt of N500,000 
p.a. The lessee is to surrender tliis lease and spend N800,000 to carryout an 
improvernent on the property at 1111: co~nniencelnent of tlie new lease. This 
dcveloplnent is capable of incl-easing the renlal value by N200,000 p a .  The 
lessce is to be granted 30 yeass lease and to pay p r e r n i ~ ~ ~ n s  of' N400,000 and 
N600,000 in t l ~ e  10"' and 20"' years of Llic new term. How much rent should be 
reserved in the ncw lease. 15 marlts 

(3) P.K. Johnson and Company holds a licehold interest in n cotnmercial prcmises 
located at 16, Opcbi Roacl, Iltej,~ 1,agos Two years ago, the premises was let on 
Full Repairing ancl ~nsuring leasc to JB'I- Bank at a rcnt oSN2 million p.n. for 10 
ycnrs with a provisioll of Llie rcnl ris~iig hy a lialrafter Syrs in occupalion. 



* 

A si~ni l :~~.  propct.ty loc:~l:ed aL 3, 'l'oyi~i srseet, \;vllicll is iidjacent to thc subject road, was let 
at N3.5 millio~l pa. Value P,IC. Jollnson's intercst using: 

(i)  'Tel-~n aild Reversion 5 inarlts 
(ii) I,ayes method 5 lnarks 
(iii) Ecl~~ivalent yield 5 ~n~lslcs - ,  

- *  * 
- 

(4) i\dvenlure develolxr- js considcl-itig tliree alternative design proposals of 5- 
Bedroom bungalows. The details o S  the dcvelopmcnts al-e contained in the table below. 
You havc j u s ~  becn consulted by the dc~relop-r to actvise by rneruls o f  cost-in-use analysis I 

on which is tile most cost cfl'ective ol'tli; tlircc options. 

pl- - m e s i g n  A (N) --) Design B(W) I Design C (W) 
- - 

Sitc : ~ q ~ ~ i s i t i i o n  - ~- cost 100,000 ~ . 400,000,000 
Anticipatecl life of 60 years 21nd above 30 years or more 

I 1 extended by 35years 1 1 

cost 
liedevelopment 

certain services 

- - ~ ~ ~ -  

Discount rate -- 

A n n ~ ~ a l  sit~ltinrr lirnd 
Annual cosLs 

I 
- Eleclricity 
- Maintenance 
- Cleaning 

due to ~ ~ b u i l d i n g  
2,000,00 2,000,000 

ycars' tinie - time - -+ 350,000 aHer 20 350,000,000 aStc~ 400,000,000 alter 
25 years ancl 50 30 years and 50 ycars and 40 ycars 
ycars - 

-years 

( 5 )  Write short notes on the followi~ig terins: 

(a)  Cost-in-use 3 inarlts 

(b) Virtual and sitting rent 3 ~narlts 

(c) I ' r c ~ ~ ~ i u i n s  3 lnarlcs 

(e) h~lcthods of valuation 3 marks 


