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EDITORIAL COMMENT
Restrictions On The Valuers' Information Highway

ollection, assimilation and dis-
semination of property information 

Cis the life-blood of valuation 
practice. To be effective, valuers need 
accurate information on the sales of 
properties, lease details and rentals for 
premises and up-to-date construction cost 
data.

The New Zealand Institute of Valuers has 
been effective for a very long period in 
providing nationwide property sales data, 
initially through periodic printed lists,
then on monthly, and later fortnightly lists 
produced on microfiche from computer 
databases. Data is currently available on 
both microfiche and computer discs.

The NZIV has for many years also had an 
effective system for collection and
analysis of building-cost data. Through, 
originally, the offices of the State Ad-
vances Corporation (later the Housing 
Corporation of New Zealand) and by
contribution from members the informa-
tion has been integrated into the very
effective Modal House and Building 
Multiples system, developed by the NZIV 
to relate to most types of building struc-
tures.

The property data provided by the NZIV 
has never extended to rentals and premises 
leases data, and valuers have always been 
responsible for collecting and analysing 
this information for themselves. Valuers 
have extended their range of information 
in this field by obtaining rentals and lease 
details from property managers, real estate 
agents and property owners and by
exchanging this information with other 
valuers. This has resulted in an effective 
highway of information for most valuers.

But the introduction from July last year of 
the Privacy Act 1993 has placed some
restrictions on the collection, holding and 
passing on of in particular, rentals and
leases information and building cost data. 
Fortunately, the Privacy Act will not
impinge on the NZIV sales data system as 
this information is `public domain' that is

recorded through the land transfer system 

and can be obtained through title searches. 

The Privacy Act 1993 contains twelve
principles which briefly are:

1 Purpose - Personal information may

not be gathered unless there is a lawful 
and specified purpose related to the
business.

2 Source - Data must generally be

collected directly from the individual 
concerned although there are a number 
of exceptions which include:

- that the information is publicly 
available.

- that the individual concerned author-
ises collection of the information from 
someone else.

- gathering the information would not 
prejudice the interests of the individual 
concerned.

- that the information will not be used 
in a form in which the individual
concerned is identified.

3 Collection - The individual must be

made aware of the purpose for which 
personal information is collected, the 
intended recipients, and of the rights of 
access to and correction of the infor-
mation.

4 Manner of collection - Personal

information must not be collected by 
an unlawful, unfair or unreasonably 
intrusive means.

5 Security - Personal information held

must be reasonably protected against 
loss, unauthorised access and misuse. 
Where information is released the
releasing agency must ensure that it is 
not misused

6 Access - Personal information must be

available to the person to whom the
information refers for checking for any 
necessary correction.

7 Correction - Request can be made by

the individual for correction of per-
sonal information held.

8 Accuracy - Reasonable steps must be

taken to ensure that before use, 

information is accurate, up to date, 

complete, relevant and not misleading. 

9 Retention - Information must not be
kept longer than is required for the

purposes for which the information 
may be lawfully used.

10 Limits on Use - Personal information 
collected for one use may not be used
for any other purpose, with a number 
of exceptions which include:

- the information is publicly available

- the use of the information for that 
other purpose is authorised by the 
individual concerned .

- the information is used in a form in 
which the individual concerned is not 
identified.

11 Limits on Disclosure - Personal
information may not be disclosed
unless there are reasonable grounds for 
the belief of a number of circum-
stances which include:

- disclosure is one of the purposes for 
which the information was obtained.

- the information is publicly available.

- disclosure is authorised by the 
individual concerned.

- disclosure is necessary to facilitate 
the sale of a business as a going
concern.

- the information is used in such a way 
that the individual concerned is not
identified.

12 Unique identifiers: - A unique 
identifier (eg code number) must not
be assigned to an individual unless 
necessary for the agency's efficient 
function.

The three fundamental concepts embodied 
in the Privacy Act 1993 are:

• Personal information should be

obtained fairly and openly with the 
knowledge of the person

•   Personal information should be used 
fairly, kept up to date and be accessi-
ble to that person.

•   Personal information is not to be 
passed on to others without the consent
of that person.

In valuation practice it will be necessary 
for valuers to comply with the Act and it 
would be advisable for every valuation 
practice and every organisation with
valuers in their employ to appoint a 
Privacy Officer to ensure that compliance 
with the Privacy Act 1993 is maintained. 
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It is suggested that the valuers' informa-
tion highway should not be too severely 
restricted in the future provided that
valuers ensure that they have an individu-
al's permission for gathering, holding and 
disclosing personal information or that

any personal information disclosed does 
not identify that person.

While the Privacy Act applies only to 
"personal information" and may not
therefore relate to corporate bodies, care

should be taken that any information 

gathered is not held or passed on in a form 

which may be identified as personal to 

individuals in the organisation involved, 

such as directors, shareholders or partners. 

Trevor J Croot 

From The President's Pen
These thoughts are being penned in mid-
July, when New Plymouth is dripping with 
excess moisture and other parts of the
country are gripped in snow and ice. In 
the depths of winter we all look forward to 
spring, with its sunshine warmth and new 
life cycles.

The New Zealand economy is now 
advancing into springtime. For the first 
time in over one and a half decades, the 
nation is not planning to bequeath ever-
increasing debt levels to our grandchil-
dren, and sound business principles are at 
last being applied to the majority of 
government spending. Private sector 
confidence has risen and most parts of the 
economy - particularly those based on 
production rather than consumption - are 
recovering from the winter of recession. 
Certainly, there are some clouds on the 
horizon for export industries struggling 
with the appreciating exchange rate, but 
there is an air of positiveness about the 
country which is even seeping into the 
main metropolitan areas.

Commercial property values appear to 
have `bottomed' and yield rates are now

First Woman Appointed to
Valuers Registration Board
The Minister in Charge of Valuation New 
Zealand, the Honourable Denis Marshall 
has announced a new appointment to the 
Valuers Registration Board and confirmed 
ongoing terms for two existing members. 
A Wellington registered public valuer and 
property adviser is the first woman to
serve on the Valuers Registration Board. 
Gwendoline Daly is one of two Govern-
ment appointees on the five-member
Board and her term is for three years. 
Mr Marshall says Mrs Daly will make a 
significant contribution, bringing as she 
does, a range of skills and experience to 
the Board. She has worked in valuation
for 14 years, including time spent working 
in Britain and Africa.

As a member of the Education Board of 
the New Zealand Institute of Valuers she 
is actively involved in education pro-
grammes. Mrs Daly has also presented 

firming. Housing markets have strength-
ened in recent months.

The recovery will provide opportunities 
for the valuation profession right across 
the board, and hopefully stimulate in-
creased employment for recent graduates 
who, as a group, have so much to offer. 
The Institute's marketing committee has 
instigated a market research survey to
ascertain the public perception of valuers 
and those areas where members could
enhance their advice and services. This 
research has the objectives of improving 
valuers earning potential, alerting our
members to the opportunities that exist in 
the field of valuation or property advice, 
and improving public knowledge of the 
skills and expertise available within the 
profession.

This last objective is important   it has 
long been my personal view that the term 
"valuer" does not adequately describe the
range of work undertaken. Members of the 
Institute can be found in spheres of
commerce, agribusiness, investment and 
savings institutions, banks, property
companies, and various consultancy 
businesses, as well as public and private

papers on asset 
management 
and on rent
reviews and 
lease negotia-
tions.

Her work and 
contribution to 
the profession 
has been
recognised in

Gwendoline Daly
the form of the 
New Zealand
Institute of Valuers Council Trophy for 
Merit.

Mr Marshall says he is pleased to also 
reappoint two members of the Valuers
Registration Board for further terms. They 
are Mr Donn Armstrong, a public valuer 
and farm management consultant from
Pleasant Point, and Mr Evan Gamby, a 
public valuer and director of the national 
firm of Robertson Young Telfer, in
Auckland.

sector valuation organisations.

In fact, professionals with valuing qualifi-
cations and experience are involved across 
the whole range of land economy and
financial services, often in executive 
positions.

The market researchers will have reported 
the survey results by the time these
thoughts are published. I hope the results 
will become an important resource in
planning future public relations and 
marketing strategies for the Institute, and 
improving public awareness of who we are 
and what we do.

This is essential if the profession is to 
participate fully in the improving and 
growing economy.

Valuers Registration 
Board   New Registrar
The Valuers Registration Board has 
recently appointed a new Registrar who 
took up the position in May 1994. 
Sylvia Maunder is a legal executive, and 
comes to the position having worked in 
several Wellington law firms including 
Bell Gully Buddle Weir and Kensington 
Swan.

Most recently she was employed by the 
New Zealand Railways Corporation and 
its successor, the Department of Survey 
and Land information, preparing the legal 
documentation for obtaining titles to
surplus Railway's land throughout the 
country.

She has been active on several community 
and sporting organisations and is currently 
Secretary of the Wellington Track and
Field Committee. 
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Amendments to Valuers Act 1948 "(b) The costs and expenses of and
incidental to the investigation

The Valuers Act 1948 has been amended 
by the Valuers Amendment Act 1994,
from 1 July this year, to empower the 
Valuers Registration Board to impose 
fines of up to $10,000 and to order
valuers, who are the subject of discipli-
nary hearings, to pay costs relating to the 
investigation and inquiry.

An Act to amend the Valuers Act 1948 

BE IT ENACTED by the Parliament of 

New Zealand as follows:

1. Short Title-This Act may be cited 
as the Valuers Amendment Act 1994. and 
shall be read together with and deemed part 
of the Valuers Act 1948 (hereinafter 
referred to as the principal Act).

2. Further disciplinary power of 
Board-(1) Section 33 of the principal 
Act is hereby amended by omitting from

subsection (1) (as amended by section 2
(3) of the Valuers Amendment Act 1977) 
the expression "$1,000", and substituting 
the expression "$10,000".

(2) Section 33 (2) of the principal Act 
is hereby repealed.

3. New sections inserted-The 
principal Act is hereby amended by
inserting, after section 33, the following 
sections:

"33A. Costs and expenses-In any 
case to which section 31 or section 33 (1) 
of this Act applies, the Board may order 
the valuer concerned to pay such sum as 
the Board thinks fit in respect of either or 
both of the following:

"(a) The costs and expenses of and 
incidental to the inquiry by the 
Board:

conducted under section 32 of this 
Act in relation to the complaint to 
which the inquiry relates.

"33B. Enforcement of fines and 
order to pay costs- Every monetary 
penalty imposed by the Board under 
section 33 of this Act, and any sum
ordered to be paid under section 33A of this 
Act, shall be recoverable as a debt due to 
the Board by proceedings taken by the 
Registrar, in the Registrar's own name, on 
behalf of the Board."

4. Appeals from decisions of 
Board-Section 34 (1) of the principal 
Act is hereby amended by inserting, after 
the word "penalty" the words "or to the 
payment by him of any sum under section 
35A of this Act,".

Applications for Registration as a Valuer

New Interview Policy Standardised Questions 

At its meeting in June 1994, the Valuers

Deadlines
Because of the increased costs involved in 
Board members travelling to regional
locations, the interviews will take place

Registration Board decided that from 1 
January 1995, ALL applicants for regis-
tration as a valuer will be interviewed by

the Board or a subcommittee of the Board. 

Regional Locations

The Board proposes that a panel of two 
Board members will interview the appli-
cants at regional locations. It is planned 
initially, to have the panels convene in 
Auckland, Wellington and Christchurch. 
These locations may be changed, at the 
Board's discretion, to other provincial 
centres if the number of applicants
warrants an alternate venue.

Applicants may, if they wish, choose to 
bypass the regional panels and be inter-
viewed by the full Board in Wellington, at 
their own expense.

The function of the panels is to examine 
and recommend to the full Board whether 
or not the applicant should be registered. 
In the event of a Decline recommendation 
from the panel, the applicant may, as of 
right, ask to be interviewed by the full
Board. This will normally take place at 
Wellington and, again will be at the
applicant's expense.

Although the membership of the panels 
will differ from centre to centre, it is 
proposed to create a library of standard
questions, the salient details of which may 
be altered at any time by the panels, for 
any applicant. The questions will be
reviewed and replaced from time to time. 
In fairness to all applicants. it is hoped, in 
this manner, that a uniform standard of 
interviews will be maintained throughout 
the country.

The library will contain questions on all 
subjects with which the Board considers 
applicants should be familiar. Only a
selection of the standard questions will be 
used at any one interview. The questions 
for a particular applicant may be selected 
randomly or may pertain to the applicant's 
portfolio of 20 sample valuations, previ-
ously submitted to the Board.

Candidates for interviews will be asked to 
present themselves at a specified time and 
will be given thirty minutes to read the
written questions and prepare themselves 
for interviews. Calculators will be permit-
ted but not reference books or crib sheets.

only twice a year. It is planned to conduct 
the interviews in all three centres during 
the first week of the months of May and 
August.

To enable the various administrative 
procedures associated with applications 
for registration to be carried out, all
applicants wishing to be interviewed in 
the first week of May 1995 must have
their applications with the Registrar of the 
Valuers Registration Board by 1 February 
1995. Similarly, all applicants wishing to be 
interviewed in the first week of August 
1995 must have their applications with the 
Registrar by 1 May 1995.
Costs
Adopting a policy of interviewing all 
applicants will mean a substantial rise in the 
application fee paid by new applicants. It is 
proposed that new applicants will 
bear the major part of the costs, but a 
small portion of the increased costs will be 
borne by the profession.

Review
The Board plans to review the interview 
policy after one year's operation.

Sylvia Maunder 
Registrar,Valuers Registration Board 

EDITOR   NEW ZEALAND VALUERS' JOURNAL 
Expressions of interest are invited by the NZIV Editorial Board for the appointment as editor of the New Zealand Valuers' 

Journal. Enquiries and expressions of interest should be directed to the Chief Executive Officer, New Zealand Institute of Valuers at PO 

Box 27-146, Wellington or on telephone (04) 385 8436. 
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People Profiles
this trend in valuation practice because it

SEPTEMBER 1994

Valuation Department."

Ted Fitzgerald

That valuation practice has become more 
complex with clients demanding higher 
levels of performance from their profes-
sional advisers, is the opinion of Ted
Fitzgerald, New Zealand Institute of 
Valuers (NZIV) Council member for 
South Canterbury.

Mr Fitzgerald, who has been an NZIV 
Councillor for 10 years, and is about to 
relinquish that position said he welcomes

Allan Ford

The New Zealand Institute of Valuers is 
heading in the right direction, says Allan 
Ford, and he thinks the Institute is starting 
to look seriously at what can be done,
without being too restricted by existing 
legislation.

"We are looking constructively at direc-
tions that I am sure will be of benefit to 
members", he Said.

Mr Ford has been the NZIV Councillor for

presents fresh challenges and rewards.

From a family background on a Gisborne 
hill country station, farming was in his
veins. In the early 1960s he "shipped off' 

to the South Island prior to studying at 

Lincoln College, (as it was known then). 

He successfully completed a Diploma of
Valuation and Farm Management in 1966. 
However, by then an interest in commerce 
overtook any idea of a career in either
agriculture or valuation.

"Five years as an executive provided me 
with an insight into the `real' commercial 
world; an experience I have since found 
invaluable as a practising valuer."

His interest in agriculture, flare for 
management and commerce, dual valua-
tion qualifications and interests in both 
rural and urban valuation augmented an 
attitude to always try to find a better way. 
An interest in clients' business and 
property dealings left him in no doubt that 
a practising valuation career was for him. 
"In 1976 I started my Timaru-based 
valuation and property consultancy 
practice, after four years with the then

Waikato for two years, a position he said 
he finds interesting and enjoyable.

Although his firm, Ford Valuations Ltd, is 
based in Hamilton, he is originally from 
Christchurch, and like so many of his
colleagues attended Lincoln College and 
studied for the Valuation and Farm
Management Diploma.

That study involved a two-year Diploma 
in Agriculture followed by a one-year 
Valuation and Farm Management Di-
ploma.

"I was really interested in farming but
because there was no family farm to go 
back to, the idea of gaining registration as 
a valuer became my next career goal."

He joined the Government Valuation 
Department and was appointed to Hamil-
ton for four years before embarking on a 
`couple of year's overseas experience'. 
On returning to New Zealand, he worked 
in Hamilton again before being appointed 
Senior Valuer in Rotorua. In 1984 he 
joined a valuation practice in Whakatane, 
and stayed there for two years before 
returning to Hamilton. He now has his 
own three-person valuation practice,

During the 1980s he realised the possibili-
ties computer technology offered, and
through 1987 to 1989 he developed the 
electronic sales data and Valpak-2 systems 
now widely in use by the profession. 
"I believe computer technology offers 
immense potential and I am presently 
working on the development of new 
systems for the valuation profession", he 
said.

Married to Rosemary, they have two sons 
and one daughter, ranging in ages from 13 
to 18.

Ted is a former president of the Timaru 
North Rotary Club, a trustee of Timaru 
Boys High School, and is chairman of
VALGROUP, an association of 16 private 
valuation firms located throughout the
country.

"As a profession, we must realise the great 
potential and rewards that education and 
technology can offer. We must market our 
knowledge and skills better if we are to
avoid opportunities passing us by", he 
said.

specialising in urban, commercial and 
industrial work.

Mr Ford said the economic recovery is 
now affecting Waikato, and although 
Hamilton was hit hard by the "crash of
`87", he thinks commercial and industrial 
property sector values have bounced back 
with the recovery. This became evident 
sooner there than in the Auckland and
Wellington markets.

"We had the dairy payouts to help ease 
Hamilton through. When the farmers
began to earn the money, they also started
to spend it. That helped Hamilton." 
"We have had a lot of recent low-level 
development. It is good sustainable 
development involving industrial manu-
facturing space initially, followed by
projects such as food chains, supermar-
kets, and service stations." he said.

His wife Debbie has her own business, 
and they have four daughters, aged
between two and 11. The family like to go 
sailing and to travel up to the Coromandel 
and "go bush", or to do some fishing.

"I also do a bit of running and cycling and 
try to keep fit. After all, it is a fairly
sedentary job I am in," he said. 
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Change: The Key Word For Valuers 
by T P Boyd 

Terry Boyd is Professor of Property Studies at Lincoln University and has held 
lecturing positions in Australia and South Africa and also previously lectured at 
Lincoln University. 

He is a Doctor of Philosophy, a qualification gained from Queensland University of 
Technology and holds a Master of Science degree in building management. He has been 
a practising valuer, mainly in South Africa, specialising in portfolio valuations for 
property unit trusts and property companies.

Introduction
New Zealand has experienced a violent 
property cycle over the past decade and 
one effect of this turbulent experience is 
that property investors, financiers, devel-
opers and managers are more aware of the 
volatility and uncertainty in property
values. As a consequence, the market 
players are less likely to rely on their own 
feelings or the unsubstantiated opinion of 
a property professional. In-depth decision 
making processes are playing an increas-
ing role in property activities and valuers

Concept Of Market Value
Traditionally market value has been 
described as the price achievable between 
a willing buyer and a willing seller, both 
well informed and not under compulsion, 
in a normal market. In today's complex 
market the buyers and sellers range from 
long term investors to entrepreneurs, local 
or international, institutions or individu-
als, and consequently it is extremely 
difficult to deter-
mine who typifies

can be key players in this process if they 
are willing to expand their current role. It 
is probable that the term "valuer" will not 
adequately describe the future role of the 
property professional currently referred to 
as the valuer or appraiser.

The need for change is not new and many 
valuers have written about the subject in the 
past. However, today the urgency is greater 
and the changing role of the valuer more 
clearly defined by the users of
valuation services. In the 1960s and 1970s 
the Contemporary School in the USA
proposed radical changes in valuation 
thinking.

Ratcliff spoke about a "new school" of 
appraisal thought, and referred to ap-
praisal as market analysis (Ratcliff 1972 
& 1975). This was the start of the period 
of change.

involving some degree of compulsion 
while, at other times, the current market
price in a distressed market is taken as the 
market value. It is hardly surprising that 
valuers arrive at different market values 
when the wide range of market players in a 
fluctuating market are considered.
Added to this is the problem that differing 
methodology currently being employed 
will result in diverse values. The days of 
accepting that a generalised definition of

market value is 
sufficient guide to

Closer to home, similar comments have 
been made by Jefferies (1986) in his
editorial comment in the NZ Valuers' 
Journal, September issue.

Eight years ago he presented a vision of a 
possible future generation looking back on 
valuers and commenting that ... "The
Valuers saw their traditional hold on their 
marketplace being eroded, but failed to see 
the solutions to their continued
survival in diversifying to meet the multi-
disciplinary demands of the emerging
markets" (Jefferies 1986, p.55). 
In future, the users of valuation services 
will require valuers to determine value in 
alternative market scenarios and perform 
more explanatory and informative roles as 
advisers, rather than point estimators. The 
changes will be examined in terms of the 
two major issues, namely the concept of 
market value and the role of the valuer.

the legal and practical use that can be 
made of the property.

Examples can be found of properties 
which have no market value because of 
the restriction on usage (e.g. severely 
contaminated land). The estimation of
probable use and purchaser relies heavily 
on a knowledge of existing markets and 
hence assessing market value is analysing 
the relevant property market and making a 
prediction based on the most comprehen-
sive information available on that market. 
This prediction will relate to a specific

the willing, well "...greater clarity on the concept
of market value is essential." valuers are gone

informed buyer. and greater clarity
However, that is on the concept of market value is essen-
only part of the problem because fluctuat- tial. 
ing market conditions make it difficult to

property which has distinctive characteris-
tics and hence the process applies knowl-
edge of existing and future market trends to 
a particular property.

decide what represents a normal market. 
Hence it is necessary to be more precise 
on the nature of the buyer and seller and 
the market.

The current concept of market value is 
interpreted too broadly: by this I mean
that market value is, at times, adjusted to 
take account of fairness or transactions

When considering the concept of market 
value of real property it is important to 
note that there is no "intrinsic" market 
value of property, its value is determined
by its utility.

Market value is a value in exchange, and 
value will relate to the demand for a
property and this demand is governed by

Since market analysis and its application 
to a specific property requires numerous 
subjective assumptions, it is not possible 
to determine a market value with cer-
tainty. It is therefore incorrect to refer to 
an estimate of market value as THE
market value, as it is in effect the most 
probable market value. It is more correct 
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to refer to the value as the most probable While their attempt to determine distinct plained as a short term value in a forced

figure and further elaboration of the likely value types is commendable, their propos- sale situation.
range about this figure indicates that the als are difficult to implement because
valuer is a professional who is aware of market value and investment value are not
the risks involved in the estimate. The defined.
incorporation of a A more recent
range of values working paper in the

"The type of value to be determined

These different value types define value 
under varying market conditions and the 
paper proposes methodology to assess 
each value type. Investment and liquida-
tion value are readily understandable but

demonstrates the 
valuer's ability to
critically analyse the

must be precisely defined." USA prepared jointly the distinction between market and current
by leading academ- value is not clear and the two concepts are 
ics and practitioners often confused. The writer believes that

accuracy of the uncertain variables in the 
calculations.

The type of value to be determined must 
be precisely defined. For instance, value 
determined for statutory purposes is often 
different from a value determined for
accounting purposes, and these values are 
not necessarily market value.

Throughout the western world, valuers 
and appraisers are wrestling with the 
definition of different types of value. 
Recently, the Property Economic Task 
Force (1992) in Australia put forward a 
proposal that valuers should determine 
both a market value and an investment 
value. Unfortunately neither value was 
clearly defined in the report but market 
value was seen as a current value and
investment value was a longer term value 
assessed from present and future cash
flows.

is headed "Market Failure of Market 
Value Appraisals" and is a very thought-
provoking article (Cooper, Brown and 
Swain 1993). The paper describes four 
distinct value types, being investment 
value, market value, current value and 
liquidation value.

Investment value is described as a long 
term value to a specific investor with 
specific investment objectives, while
market value is referred to as a medium 
term value assuming the most probable 
usage in a normalised market situation 
(when the market is fully recovered). The
current value definition establishes value 
under current market conditions. They
state "... current value presumes current 
conditions represent perpetuity, just as
market value presumes a normal market in 
perpetuity" (Cooper, Brown and Swain, 
1993, p.40). Liquidation value is ex-

valuers, at times, see market value as 
spanning the market value and current 
value scenarios described above.

The definition of market value, as op-
posed to other value types, requires 
greater clarity and the proposal of a
current value for periods when the market 
is not normal is a possible solution. The 
recently agreed TIAVSC (The interna-
tional Asset Value Standards Committee) 
definition appears to recommend a market 
value in a normalised market and it is
uncertain to the writer whether the 
depressed state of the property market in 
New Zealand in the early nineties was 
considered to be a normal market within 
which the probable buyers and sellers 
were willing and not under duress. For 
instance, is a bank disposing of a property 
which it acquired as a result of payment 
default, a willing seller not under duress?

The Role Of The Valuer single figure which, in their opinion they
were better qualified to do than the valuer.

For many years leading valuers have Rather than attempt to argue the merits of
stressed the need for their opinion, it is
wider vision and important to accept 
expanded services "... the role of the valuer is

The writer sees several new roles which 
the valuer should perform as a regular 
addition to the assessment of property
value; among these activities are the tasks 
of:

from valuers and 
some valuers have 
taken up the chal-

changing to that of a property 
consultant",

that the clients, 
particularly inves-
tors, are demanding 
broader services

• property market analysis,

• property action planning, and 

•   project management.

lenge. The valuation profession can use 
the accounting profession as a model of 
diversification. A generation ago, account-
ants were merely checking figures but
today provide comprehensive financial, 
investment, valuation and even personnel 
services. Valuers can similarly expand
their range of services while not engaging 
in identical activities to accountants.
At the American Real Estate Society 
conference in Florida in May 1993,
several speakers from financial institu-
tions bluntly stated that the function of the 
valuer, as the provider of a single point 
estimate without additional information, 
had become obsolete. They elaborated by 
stating that they employed valuers to 
undertake comparative studies and action 
plans rather than provide them with a 

from the valuer - usually for a lesser fee. 

Essentially the role of the valuer is
changing to that of a property consultant 
who is capable of advising clients on the 
state of the market, the comparative
position of a property within the market, 
and various studies on the physical, legal 
and financial aspects of the property. Such 
studies require the valuer to expand into 
the allied fields of finance, law, invest-
ment, feasibility studies, management, 
property taxation and risk analysis. These 
services not only apply to investment 
property but also to owner occupied 
property; for instance, a person wishing to 
dispose of a residential property would 
prefer to know the state of the market, the 
likely marketing period and the probable 
price range.

Property Market Analysis

As suggested by Ratcliff (1975, p.485) 
valuation is "... market analysis and 
nothing more." The valuer must under-
stand the operation of the property market 
and make judgments in relation to a
particular property. The users of valuation 
services are increasingly asking for
explanations from valuers on how a 
valuation is arrived at, and valuers should 
see this as an opportunity for not only 
supplying the basis of assessment, but also 
providing further information on the 
comparative position of the subject 
property in the marketplace.

Fulfilling the role of a property market 
analyst requires that the historical data is 
explicitly illustrated and that this data is 
interpreted with specific reference to the 
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subject property. Hence macro-, and 
micro-market studies are explained and
the relationship to the subject property, in 
terms of units of comparison, is shown. 
The valuer undertakes such exercises in

NEW ZEALAND VALUERS' JOURNAL

renovations, alterations and additions. progressive valuers are also capable of
And the valuer should not hesitate to being leaders of major project analysis
include other property professionals in teams.
such exercises. However much more than Project Management
the physical framework should be exam-

order to determine value but seldom sells 
the service as part of his/her professional 
activity. For residential properties this
might refer to the price and features of 
sold properties, the current state of the 
market and possible future trends, value
factors impacting on the property, finance 
options and the range of the possible sale 
price. Investors would benefit from

comparative studies of rental levels, 

vacancies and factors influencing the yield 

rate (cap rate) for the subject property. 

Property Action Planning

Recommendations on the strategy to 
improve the return or the general perform-
ance of a property should also be a major 
activity for valuers. They are aware of the 
advantages and disadvantages of a particu-
lar property in relation to the market and 
are therefore well positioned to advise on 
plans to improve the property's perform-
ance.

Such plans may include the impact of

The changing role of valuers requires they 
be aware of the breadth of value types and 
the differing value requirements of users 
of valuation services. To assume that one 
value is applicable in all circumstances is 
totally inadequate today and soon the
valuer will determine many types of 
value. However, establishing several value 
figures is only the start of the changing 
role of valuers.

Their major task in the future will relate 
more explicitly to the analysis and inter-
pretation of property markets. Their
ability to provide the property owner with

ined. The leases, other contracts, impact 
of relevant legislation, alternative financ-
ing, ownership options, taxation and other 
influences on the property's performance 
may be incorporated in a property action 
plan.

The preparation of such action plans may 
require valuers to improve their knowl-
edge and expertise in a particular area but
this is part of the evolutionary process and 
an essential activity for all property
professionals. Valuers should ensure that 
their professional associations are acting 
as facilitators of relevant professional
development programmes so that they are 
able to continually expand and improve 
their expertise in the broadened property 
consulting field.

Not only are valuers in an excellent 
position to expand their role to incorpo-
rate market analysis and action plans, but 
they can also practice in the numerous, 
allied property service areas. The more

Conclusion

sound unbiased professional advice on 
many aspects of property development 
investment, valuation, management and 
marketing will ensure that the profession 
expands in the changing times ahead.
Competency will be the key in the future 
and the valuers broad training means that 
they should be promoted as the logical 
leaders in the field of property consulting 
and project management.

Clearly the more extensive role of the 
valuer will require high levels of knowl-
edge and expertise and a major role of the 
professional bodies representing property
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Women In The Valuation
Profession In New Zealand

by I A McCarthy

Iona McCarthy is a lecturer in valuation at Massey University. She is a registered 
valuer and graduated from Massey in 1980 with a BAgrSci and in 1992 with a
DipBusAdmin (Distinction). She was employed as a valuer in Palmerston North 
before returning to a lecturing position at Massey University in 1988. Iona was
awarded a Women's Suffrage Year Post Graduate Study Award by the New Zealand 
Institute of Valuers in 1993, and is involved in ongoing research into the Role of
Women in the Valuation Profession in New Zealand.

In 1993 many New Zealander's put This article summarises the results of
considerable effort into celebrating exploratory research into the role of
suffrage year in a wide variety of ways. women in the valuation profession in New
While this was beneficial in highlighting Zealand. 
the achievements of women in New
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various personal and professional charac-
teristics of women in the valuation
profession and their attitudes to the 
valuation profession.

Zealand it is hoped that the public's 
attitude to women in all roles in society 
will change and women will be accepted 
as individuals with their own expectations 
and aspirations for life and career. 
The valuation profession in New Zealand 
is notably male dominated with less than 
6% of current members of the New
Zealand Institute of Valuers being women. 
The Executive Committee of the New 
Zealand Institute of Valuers is aware of 
the low representation of women in the 
profession and saw suffrage year as an 
appropriate time to address this issue. 
The New Zealand Institute of Valuers 
commissioned research into the role of 
women in the valuation profession after 
consultation with a group of women 
members of the Institute. This group put 
forward proposals for research. The results 
of three of the proposals are discussed in 
this article.

Proposal 1.  To encourage women to 
continue further education by
offering a special award for post 
graduate study in New Zealand 
or Australia.

Proposal 2.  NZIV should have a 
women's issues portfolio.

Proposal 3.  NZIV to set up a study to 
follow a group of women gradu-
ates over a period of time to see if 
women valuers progress through 
to middle and upper management 
or if they change directions and 
drop out. Such a study would
provide useful data and the 
information gained would make a 
good basis for any affirmative 
action the profession might wish to 
make in future planning.

The objectives of the research were:
1. To describe the employment status,

pattern and productivity of all women 
who had been members of the New
Zealand Institute of Valuers" between 
1975 and 1992.

2. To describe the attitudes to and the 
expectations of the valuation profes-
sion, and the needs for training. 
employment and career development 
of the above group.

Research Method
The research objectives required a de-
scriptive study of all women who had 
been members of the New Zealand
Institute of Valuers between 1975 and 
1992. The most appropriate method of 
data collection for this descriptive study
was a mail survey designed to obtain both
quantitative and attitudinal data.

Information concerning names and 
addresses of current and former members 
of the NZIV was obtained from NZIV 
records. The NZIV hold current member-
ship records on computer files and were 
able to provide information on all current 
female members. Historical records of 
past NZIV members are stored on micro-
fiche at the NZIV offices. These records 
were searched for female members. 
Where current addresses of past members 
were not available contacts within the 
profession were used in an attempt to 
locate all members of the survey group. 
The questionnaire was sent to 132 current 
female members and 36 former members, 
a total of 168. The questionnaire was 
designed to obtain information about

Seventeen members of the survey group 
were unable to be contacted. Question-
naires from this group were either re-
turned by NZ Post or by a relative. If this 
group is removed from the original survey 
group a response rate of 74.8% was
achieved. Of the seventeen members of 
the survey group that could not be con-
tacted, eight were current members of the 
NZIV and nine were former members.
Response rates from former and current 
members were very similar.

Review Of Survey Results
This review provides first, a summary of 
quantitative data relating to women
valuers in New Zealand. Second, the 
needs of women valuers for training,
employment and career development are 
discussed. Third, survey results relating to 
proposals one and two (refer introduction) 
are given and recommendations made.

Finally, other areas of importance high-

lighted by the survey results are discussed. 

Women Valuers in New Zealand

Women valuers comprise less than 6% of 
current members of the NZIV and their 
entry to the profession has been recent. 
Ninety-five percent of the respondents
were aged less than forty and 45% were 
aged less than thirty. The respondents had 
been employed full-time in the profession 
on average for only six years.

Over 90% of the respondents had attained 
entry to the profession with qualifications 
by university degree. More respondents 
had specialised in urban valuation than 
rural valuation in their university qualifi-
cation (urban 57%, rural 24%, rural and 
urban 19%). 

Student members of the NZIV were not included in the group surveyed. 
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Approximately 40% of the respondents 
had children and the majority of these 
were either working or considering
returning to work in the valuation profes-
sion.
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ments increases it is likely that the female representation at senior levels. To
number of women finding worthwhile overcome this, women need to be encour-
careers in the area will increase. aged to enrol in property degrees.

Post graduate study award for women Survey results indicate that the property

industry offers a range of interesting 
The NZIV was interested to know if

Of the 113 respondents, 44.2% were 
employed full-time in the valuation
profession, 8% were employed part-time 
and 47.8% were not working in the
valuation profession. Seventy-two percent 
of those not working in the profession
were returning or considering returning to 
work in valuation.

The respondents were employed in all 
sectors of the profession, with Govern-
ment departments and private practice
being the two major employers. Very few 
women had attained senior/high status
positions. This is, in part, a reflection of 
their recent entry into the profession. The 
women appeared to have a high degree of 
job stability with an average number of 
jobs for the survey group of two.

Income levels for those working full-time 
showed over 50% of the women earn less 
than $40,000 per annum. This information 
has little significance in the absence of
comparative data on male valuers. 

Thirteen percent of the respondents had 

lost interest in the profession. Due to the 

low age distribution it is difficult to draw 

conclusions from this.

Needs of women valuers for training, 
employment and career development

The research has highlighted the lack of 
training for re-entry into the profession. 
There are no suitable revision courses 
available at present. Women noted the 
difficulties and high cost of keeping in 
touch with current technology, market 
trends and legal changes while not
working.

Women working in the profession ac-
knowledged the importance and need for 

training courses and the majority spent at 
least one day per year on training courses. 
Attendance at NZIV seminars and confer-

ences was low. The high cost of the NZIV 
activities was cited by some respondents as 
a reason for non-attendance.

The research showed that a number of 
women are successfully working in
lfexible situations. Further research is 
required in this area to ensure women in 
these positions are not being exploited.
There is a need for promotion of equitable 
parental leave policies and flexible
employment arrangements (including part-
time work and job-sharing) within both
large organisations and smaller firms. As 
acceptance of flexible working arrange-

women members supported a special 
award for post graduate study to women 
wishing to further their education. Sixty-
six percent of the survey group supported 
this award.

Recommendation

That a post graduate study award for 
women members of the NZIV be offered 
on an annual basis.

The award to be offered for the purposes 
of research or further study in the property 
area.

That in making the award, consideration is 
given to women seeking re-entry into the 
work force as well as those currently
studying or employed.

NZIV person concerned with women's
issues
The NZIV wanted to know if women 
members supported the employment of an 
NZIV person concerned with women's 
issues. Thirty-two percent agreed with the 
proposal and 34% thought it might be 
useful. It is believed that although this 
level of support is not conclusive it 
indicates that this position would gener-
ally be well accepted.

Recommendation

That the NZIV appoint a person to address 
women's issues.

The responsibilities of this position would 
include:

I. Provide support in cases of direct and 
indirect discrimination.

2. Address the employment requirements 
of women in terms of part-time work/
job sharing, and re-entry to the work 
force.

3. Initiate and maintain a women valuers 
network.

4. Promote valuation as a career for 
women within schools and universi-
ties.

5. Provide an avenue for women mem-
bers of the NZIV, for dealing with
complaints of sexual harassment.

6. Promote the existence and worth of

female valuers to the profession. 

Promotion of valuation as a career for
women
The most frequently cited areas of greatest 
concern for women working in the
profession were the low numbers of 
women in the profession and the lack of

careers for women. The majority of 
respondents were positive about their 
career in valuation and would be very
encouraging to any young women think-
ing of entering the field.

This result is of major importance in the 
promotion of the career to women. The 
respondents noted a number of benefits in
choosing a career in valuation; it was seen 
to be an interesting and varied career
providing a good balance of office and 
field work, it could lead into a wide range 
of other property related areas, has the 
option of self-employment, enables a 
woman to combine career and family and 
there are opportunities to work in part-
time or flexible-hour positions.

This research found that the most common 
sources of information regarding valuation 
as a career were relatives, careers advisers 
and university staff. Industry advertising 
provided information to a lesser extent.

Recommendation

That the NZIV target school and univer-
sity careers advisers for promotion of 
property courses and emphasise the

benefits of this career for women. 

Positive and negative aspects of employ-

ing women in the valuation profession 

The respondents noted several important 

advantages that they had experienced as 

women working in the valuation profes-

sion that should be recognised by all 

practitioners. Namely:

• A positive reception from female
clients

• Good communication skills and an

ability to diffuse tense situations 

•   Likely to be remembered as few
women work in the field

• Found less threatening by the general
public

• An ability to appreciate the aesthetic
aspects of property

The disadvantages experienced by the 
respondents while working in the valua-

tion profession related mainly to attitudes 

of male colleagues within the profession. 

The research showed that the women
experienced infrequent difficulties in all 
professional relationships.

Julian (1992) noted that an organisation 
will be better able to respond to and
interact with the marketplace if its staff 
make-up is similar to the client commu-
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nity. In  1993, in New Zealand, only 6% of 
current members of the New Zealand
Institute of Valuers were female. This 
ratio is obviously quite different to the
client community. Women working in the 
profession have identified gender advan-
tages, and the profession as a whole must 
also recognise and use these advantages.

Attitude of male valuers to their female 
counterparts
One disappointing finding of the research 
was the frequently expressed existence of 
chauvinistic attitudes amongst male
valuers. This was noted to be a problem in 
the workplace and at NZIV activities. One 
respondent noted: "Older male valuers
attending NZIV functions are quite 
arrogant and same crack sexist jokes".

Men working within the profession should 
be aware of this prevalent attitude and it is
hoped that they will make an effort to 
change!

Limitations
There were a number of limitations 
associated with this research. First, there 
was the likelihood of bias in the survey

distorting the results. The main sources of 
bias arose from the survey group, the non-
response rate and the questionnaire
design.

The survey group contained only those 
who had been or were currently members 
of the NZIV. There are a large number of
graduates from university property courses 
every year who choose not to enter the
valuation profession. The reasons for these 
graduates not entering the profession
would be numerous. They may be unable 
to find employment, they may have no 
interest in valuation. If the survey had
included this group, greater in-depth 
information on women's attitudes to 
valuation as a career would have been
collected. However, the sample population 
would have been far larger and the
sampling frame would have been difficult 
to develop.

A further limitation of this research was 
that it was not comparative. It was an
exploratory descriptive study of females in 
the valuation profession. Further research 
involving a longitudinal comparative
study of men and women in the profession 
will be carried out.

Conclusions
This research was an exploratory study 
concerned with describing women who 
were members of the NZIV between 1975 
and 1992. A mail survey was used to
collect quantitative and attitudinal infor-
mation from the women.

The research has made a considerable 
contribution to the literature as it is the
first quantitative research to be completed 
in this area. Results of direct importance to 
the NZIV and of interest to the whole 
profession have been obtained.

Women have a valuable contribution to 
make to the profession and it is hoped that
this is recognised and promoted so that the 
current gender imbalance improves in the 
future.
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The Setting Of Motel Rents 
What Constitutes A Fair Rent? 

by P B Nahkies 

Introduction

There are an estimated 1355 motel 
properties in New Zealand providing
44,000 beds every evening. They are thus 
an important component of the New
Zealand economy in general, and of the 
tourism industry in particular. It has been 
claimed that they are probably the biggest 
supplier of beds in the New Zealand
accommodation industry. (Littlejohn
1992).

Unlike motel properties in many other 
countries, the typical New Zealand motel
business remains an independently owned 
and operated business, usually run by a 
husband and wife team with the help of 
some casual staff. There has been a long-
term trend of increasing complex-size, but 
the average is still only 12.6 units per
motel complex (Littlejohn, telephone

interview December 1993). The tradi-
tional New Zealand motel complex is also 
somewhat unusual compared with its 
overseas counterpart in that it usually 
contains full kitchen facilities.

Originally, virtually all motels in New 
Zealand were owned freehold with some 
owners employing a manager to run the
business, but the majority owner-operated. 
Since the 1980s though, the trend has been 
to lease the land and buildings from an
investor and for the lessee to own and 
operate the business. It has been estimated 
that approximately 70% of motels are 
leased in this way (Wood 1986). The main 
advantage of leasing is that it reduces the 
lessee's capital requirements and has 
enabled a lot of people to enter the 
industry who would otherwise have been

Brent Nahkies is a Lecturer in Property at 
Lincoln University. He holds a Masters 
Degree in Land Economics and Real
Estate from Texas A &M University and 
is currently lecturing to both final year 
and masters students. He specialises in 
the valuation of industrial and commer-
cial properties including going concerns 
and special purpose properties.

excluded due to an inability to raise the 
capital required for a freehold property. 
There has been a ready market for the sale
of motel leasehold businesses in which the 
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purchaser buys the chattels and goodwill 
of the business, in addition to any lessee's 
interest created by favourable lease terms. 
Thus the prices reflect the terms of the
lease which is taken over, the quality and 
extent of the chattels, and the profitability 
of the business and hence the goodwill
component.

The Motel Association of New Zealand 
has a standard lease which it has drawn up

for use by its members, but its use is far 
from universal in New Zealand. Although 
there is a wide variety of motel leases
being used and a certain degree of re-
gional variation, motel leases are gener-
ally similar in their terms. They tend to be 
long-term leases - usually 15 to 25 years. 
Rent reviews are usually at two-year
intervals and generally, the lessee is 
responsible for all expenses. Typically,

the only responsibility of the landlord is to 
ensure that buildings are weatherproof.

With the advent of motel leasing has 
come the need for setting an equitable rent 
between landlord and lessee. A number of 
different approaches have been histori-
cally adopted by valuers which I will 
endeavour to briefly outline along with 
any perceived weaknesses in the methods.

fixed nature of many of the motel ex-
Approaches to Rent Assessment

penses. Many of the expenses of the motel
1. Return on Capital
This method assumes that the value of the 
land and buildings is known and that an 
appropriate level of return can be estab-
lished. It is often used in conjunction with 
a value based on a replacement cost
approach. While a useful exercise to test 
the feasibility of new developments or as 
a check on other methods, it can lead to 
rental levels which are unobtainable if
based on erroneous values for the land and 
buildings. This method also contradicts
the principle established by David 
Ricardo, the 19th century economist, that
values are an outcome of rent rather than 
rent being an outcome of value.

true in that if turnover is reduced due to 
poor management or chattels then the
landlord suffers an undeserved drop in his 
rent.

On a more pragmatic level, the percentage 
turnover method suffers from the problem 
that turnover is at best a rude measure of 
the economic performance of a business 
as it fails to take into account the level of 
operating expenses of the business. It is 
not turnover which determines the eco-
nomic viability of a business but the net 
operating income of the business. Any 
change in turnover results in a magnified
change in net operating income due to the

must be met regardless of the number of 
units being occupied. For example, local 
body taxes, accounting fees, and insurance 
are relatively fixed. Although many of the 
other expenses vary according to the
occupancy of the units, such as wages and 
laundry charges, they often have a fixed 
component which in some cases is signifi-
cant. Electricity and telephones fall into 
this category.

The impact of fixed expenses is illustrated 
in Exhibit 1, which compares two busi-
nesses. Property A has a low occupancy 
and turnover, while Property B has a high 
occupancy and turnover.

2. Direct Comparison.

For this method the rents for comparable 
complexes must be obtained and then
analysed using some unit of comparison 
such as rent per unit, or rent per bedroom, 
or per bed. Typically, the results of such 
analysis tends to show wide variation.
Results are heavily influenced by the 
trading performance of each complex, and 
in choosing comparables, attention must 
be paid to business performance indicators 
such as level of turnover, occupancy rates, 
tariff levels, and expenses. Differences in 
the standard of accommodation provided 
for the operator should also be considered.

3. Percentage Rents Method.

Under this method the rent is set at a 
certain percentage of the turnover of the 
motel complex, which has the effect of

Exhibit 1

Property A Property B Difference

Turnover $200,000 $300,000 50%

Fixed Costs $50,000 $50,000 0%
Variable Costs $50,000 $62,500 25%

Total Expenses $100,000 $112,500 12.5%

Net Operating Income $100,000 $187,500 87.5%

Expense Ratio 50% 37.5%

In the above example it is assumed fixed amount to go towards rent, and is based
costs remain constant, while variable on a rule-of-thumb method within the
costs, although increasing with occu- industry known as "The One Third Rule".
pancy, do not do so in the same propor- This rule assumes that direct operating
tion. Note that a similar result is expenses will absorb one third of turnover,
achieved if occupancy rates remain with the resulting two thirds residual then
constant but turnover is increased by being split equally between the lessor and
raising tariffs. lessee. Out of the one third that goes to

the lessee must come a reward for the
establishing a link between the level of 
rent and the financial performance of the 
motel business. On a philosophical level, 
the percentage of turnover method of
setting rents has a number of disadvan-
tages that relate to the fact that turnover is 
not generated solely by the rent earning 
assets of land and buildings, but also by 
the input of chattels and management of 
the lessee. Thus, if the turnover is in-
creased by superior management or 
chattels then the landlord gets an unearned 
share of this increase. The reverse is also

Net operating income is therefore more 
sensitive to changes in the fortunes of a 
business, but has traditionally been
ignored as a reliable measure of income 
due to a number of inherent problems 
which will be discussed later in this
article.

Because of its apparent simplicity, the 
percentage of turnover method has
consistently found favour in the market-
place and is familiar to most tenants.
Historically, it has been considered that a 
third of the turnover is an equitable

labour put in by the lessee as well as a 
return on his investment.

This method has the advantage that it 
takes into account the operating perform-
ance of the motels and should reflect the 
ability of the lessee to pay. It is also 
simple to calculate and understand but is 
reliant on its underlying assumption 
regarding operating expenses. If expenses 
take up more than one-third of turnover, 
then the residual share to the lessee is 
reduced accordingly, and vice-versa. This 
is illustrated over page in Exhibit 2. 
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Exhibit 2

SEPTEMBER 1994

for a notional return on the capital em-
ployed in the net tangible assets (Speedy,

Property A

Turnover $240,000

Operating Expense Ratio 33.33%
Operating Expenses $80,000

Net Operating Income $160,000

less Rent $80,000

Residual to Lessee $80,000

The situation in New Zealand over about 
the last five years, for many lessee's, has 
been similar to that of Property B.

Expense ratios in many cases have risen to 
considerably more than 33.33 % and the 
resulting negative impact on the residual, 
or return to the lessee has been exacer-
bated by falling turnover levels. Where 
the lease contains a ratchet clause which 
has been enforced, the rents have re-
mained at their previous levels and as a 
result, increased significantly relative to 
turnover. Thus, ratchet clauses have had 
the effect of breaking the link between
business performance and rents, one of the 
advantages of a turnover-related rent.

Property B Property C

$240,000 $240,000

50% 25%
$120,000 $60,000

$120,000 $180,000

$80,000 $80,000

$40,000 $100,000

4. Proportion of Net Operating Profit/ 
Net Operating Income Methods.

These methods are a refinement of the 
Percentage Rent Method in that they allow 
for expenses before distributing the 
resulting surplus between lessee and 
lessor, according to a market derived 
ratio. There is some debate over which 
expenses should be deducted before 
arriving at a residual. For example, should 
a return on and of chattels or a return to 
management be deducted? An example of 
rent assessment based on Net Income is 
given in an article by Gordon Jones (1989) 
and is shown below as Exhibit 3.

1982). All these super profits accrue to the 
lessee, which is as it should be as the
lessee has paid for the goodwill when 
purchasing the leasehold business, but it 
also protects these super profits at the
expense of the rent to the land and build-
ings. In theory, these super profits are the 
riskiest part of the income stream, being 
based on the intangible asset of goodwill, 
and should reduce before any reduction is 
made to the returns to the tangible assets. 
One advantage of the above method is that 
it notionally sets aside a certain amount of 
income into a sinking fund for chattel
replacement and prevents it from going 
towards rent. Unfortunately it does not
prevent the same fund from being spent on 
servicing debt raised to pay an inflated
price for the leasehold business. It is my 
opinion that it is excessive debt servicing 
requirements, as much as excessive rents, 
which have caused the failure of leasehold 
motel businesses. A solution to the
problem of chattel replacement being used 
in some recent leases is the establishment of 
a compulsory maintenance fund.

Exhibit 3

Income before expenses $190,000 

Expenses

ACC, Accountant's Fees, Advertising............ $75,000
Manager's Wages $20,000

Return on & Recapture of Chattels

Return .2000
Write-off 10 years .0385

Value of Chattels $100,000 @ .2385 $23,850

$118,850

NET INCOME $71,150

DISTRIBUTION OF NET INCOME

Lessee's Profit 25% $17,787
Lessor's Rent 75% $53,363

$71,150

My position in the debate is to support a income of the business, and the value of
rent based on Net Operating Income rather the chattels should reflect the income
than the concept of a Net Income after being generated. The danger is that you
depreciation and return on chattels as may have some redundant or obsolete
shown above. This is for a number of chattels which have been overvalued but
reasons. The first is that it is not consistent still deemed to be earning a return in the
to explicitly allow for a depreciation above method. The Net Income Method
allowance on the chattels but not make a arrives at a Lessee's profit, which, if you
similar allowance on the buildings. A ignore possible rental benefits, is synony-
second reason is that it locks in a return on mous with "Super Profits". Super Profits
the chattels based on a particular value have been defined as the surplus, main-
and as such is like setting a rent by the tainable net profit after making an allow-
"Return on Capital Approach" discussed ance for all economic resources employed,
earlier in this article. The assumed chattel including the time, skill and effort of the
value may or may not be supported by the proprietor and other labour employed, and 

Although basing rent on "Net Profit" is 
admirable in that it addresses the issues of 
business profitability and viability, and 
thus the ability of the tenant to pay, I 
consider the alternative approach illus-
trated in Exhibit 4 gives a better assess-
ment of fair market rent. This approach 
calculates Net Operating Income ie. 
income before any depreciation on any 
assets, and before allowing for any return 
on chattels.

Exhibit 4

Income before expenses $190,000 

Expenses

ACC, Accountant's Fees,
Advertising........... $75,000
Manager's Salary $20,000

Net Operating Income $95,000

Distribution of Net Operating Income

Lessee's 25% $23,750

Lessor's 75% $71,250

This has had the effect of transferring
income from the lessee to the landlord.
However, if this distribution is considered
inequitable, then the market derived ratio
will change. For example, in order to give
the tenant the same income as calculated
in Exhibit 3, the distribution would be as
follows: 
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Distribution of Net Operating Income
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equal distribution contained in the One

Lessee's 43.8% $41,637

Lessor's 56.2% $53,363 

Another alternative is to use this general 

method but to base it on the concept of

Third Rule. To do this, you would calcu-
late Net Operating Profit before allowing 
any Managers salary, and split the residual 
equally (Bennett, 1992). This is illustrated 
in Exhibit 5.

Exhibit 5
Income Before Expenses $190,000 

Expenses

ACC, Accountant's Fees,
Advertising........... $75,000

Net Operating Profit
Before Management $115,000

The Role of the Industry Standard Distribution of Net Operating Income 

Lessee 50% $57,500
Regardless of the particular form of Net 
Income/Net Operating Income approach 
used, a great deal of responsibility is
placed on the valuer, who has the task of 
judging just what is an appropriate level 
of expenses and income for the business. 
Both the income and expenses should be 
assessed for the business on the assump-
tion of an Average Efficient Operator. The 
landlord should not be penalised for a
business which is being poorly run, nor 
should he capture the extra income
generated by an exceptional operator. I 
believe the assumption of the average 
efficient operator is an important corner-
stone underpinning the concept of a fair 
market rent for a business.

The first step in arriving at Net Operating 
Income, under average efficient manage-
ment, is to consider the past performance 
of the business. A look at sets of accounts 
prepared for previous years is a good
starting point in establishing the track 
record of the business, and to provide a 
comparison with any budgets that have 
been prepared.

When analysing the accounts however, the 
valuer needs to be aware that they were
prepared for taxation purposes and 
therefore the operator and his accountant 
are usually trying to minimise the bottom 
line result. If these same accounts are also

going to be used as the basis for rent then 
that is potentially adding to the temptation 
to manipulate the figures.

In the situation of an owner-operator who is 
preparing to sell his business, then the 
opposite problem may apply ie. he may be 
attempting to present an overly-flattering 
view of the business by inflating incomes or 
deflating expenses.

Thus the valuer obviously needs to 
consider the accuracy of income figures. 
Artificially high income, for example, can 
be caused by channelling income from 
other properties or businesses into the 
accounts of that being scrutinised. In 
contrast, artificially low income can result 
from not putting cash through the books. 
Similarly, the accuracy of expense figures 
need checking. For example, artificially 
high expenses can result from writing-off 
personal expenses against the business or 
concentrating expenses within a particular 
time period, while artificially low ex-
penses can be achieved by deferring 
expenses.

There is undoubted scope in the use of 
`creative accounting' to manipulate the 
reported Net Operating Income. The
valuer must therefore be in a position to 
judge the actual reported performance of 
the business against that of industry
norms, and in compliance with the

Lessor 50% $57,500

average efficient operator assumption. 
The industry standards used should be of 
businesses comparable to that of the
business being analysed and should be 
used with a sound knowledge of the basis 
on which they were prepared and as a
benchmark for comparison purposes. They 
should not be used as a convenient
substitute for the actual business under 
study, as no two businesses are identical 
and there will undoubtedly be valid
differences between the industry standard 
and the subject business. It is up to the 
valuer to recognise the reasons for the
differences and consider whether adjust-
ments to the subject can be supported. The 
valuer will ideally develop his own
industry standards, built on a comprehen-
sive database and thorough analysis. The 
result of this will be to render one-off
valuations as uneconomic, and result in
specialist valuers who will corner the 
market for valuing special-purpose
properties. I see this as inevitable, and 
ultimately of benefit to the valuation 
profession. To undertake a valuation
assignment on a special-purpose property 
requires specialist knowledge and is not a 
job for part-timers. 

Assessing The Net Operating Income  A Case Study.

In comparing the subject property with an 
industry standard, the valuer may well be 
faced with differences brought about by 
differing levels of tenant input, both in
regards to labour, and also to chattel 
content. The valuer must therefore have a 
clear idea as to what chattels the average 
efficient operator will bring to the busi-
ness and also what functions he will 
perform.

For example, will the average efficient 
operator own or rent his TVs, linen,
telephone system, etc? If he rents them, 
his expenses will be higher, Net Operating 
Income will be lower, and so will the 
landlord's rent The valuer must consider

what management and labour functions 
the average efficient operator will be
expected to perform. For example, does he 
do his own laundry, bookwork, repairs and 
maintenance and gardening?

In order to answer these questions, a 
survey was conducted of thirteen
moteliers in Christchurch, in November 
1993, as a method of acquiring knowledge 
of local practices in the motel industry on 
which to base an Industry Standard. The 
practising specialist valuer will have built 
up this knowledge over some years, but
for the inexperienced valuer tackling a
specialist valuation assignment, consider-
able groundwork will be required before

he is in a position to carry out his assign-
ment with any degree of competence. In 
some cases he may have access to and be 
guided by published Industry Performance 
Standards such as those put out for Hotels 
by Ernst and Young. However, even if
such material is available, it is at best a 
rough guide of a general nature.

In eleven of the 13 motel units surveyed, 
management consisted of a husband and 
wife team working full-time in the units 
and living onsite. The remaining two
motels surveyed were basically run by the 
wife, with the husbands having outside
employment. Of the thirteen, five had 
previously been farmers, while the rest 
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came from a variety of backgrounds. 
Eight of the thirteen managers did all their 
own laundry onsite, while for the other 
five, a laundry service was employed to 
wash the sheets owned by the laundry 
service. All chattels, including telephone 
systems, were owned by the businesses, 
with the exception of two which hired 
their television sets. In all cases the 
operators were prepared to do their own 
gardening, minor repairs and maintenance, 
while four operators were also prepared to 
undertake the redecoration of units. 
Based on the survey results, the "Average 
Efficient Operator" will actually be a 
husband and wife team, working full-time 
at the motels and living onsite. They will 
own all the chattels involved in the 
business, including all linen and will do 
all their own laundry, basic bookkeeping, 
ground maintenance and minor repairs and 
maintenance. They would not be expected 
to carry out redecoration or refurbishment 
of units. Where a subject business differs 
from that of the average efficient operator, 
then adjustments will need to be made to 
the expenses. A number of other adjust-
ments will also need to be made and 
examples of these are applied to a set of 
actual accounts in the following pages. 
As a first step, the accounts for a three-
year period are entered into a computer 
spreadsheet. An analysis for each expense 
item is made, both on a percentage of 
turnover basis, and also on a per unit 
basis, with a comparison showing the 
percentage change per year. An example 
of this is shown in Appendix One. This 
analysis highlights trends and differences 
between years, as well as allowing inter-
firm comparison of expenses. In theory, it 
should be possible to analyse the financial 
information given, down to the individual 
expense level, and to check each indi-
vidual expense item. In practice however, 
attempts to compare individual expenses 
were hampered by the varying classifica-
tion of expenses employed by different 
accountants. Aggregation of different 
expenses was particularly troublesome. 
Some of the adjustments made, will in 
reality, be far from black and white and 
may require some judicious questioning of 
the operator as well as comparison with 
other similar businesses which constitute 
our Industry Standard. The valuer must 
not lose sight of the fact that he is trying 
to arrive at a realistic and sustainable 
income for that particular business and not 
doing a tax audit.
The required adjustments to arrive at a 
Budgeted Net Operating Income are as 
follows: 

(a) Average out any large items of 
"repairs and maintenance" and
"replacements" or increase if 
necessary, to a realistic level if 
unusually low.

In our example set of accounts, the 
expenses for repairs and maintenance are 
both low and relatively even between 
years. The property is modern, in a good 
state of repair, which supports the low 
figure. But it has also been kept low due 
to the operator carrying out his own 
redecoration and maintenance programme. 
Based on our industry standard, repairs 
and maintenance should be increased to 
allow for this, and an adjustment is made.

(b) Eliminate mortgage interest. 
In our example the amount for mortgage 
interest has been deducted for all years. 
This is a personal expense which will vary 
from operator to operator and is not 
directly related to the running of the 
business.

(c) Eliminate non-recurring expenses. 

Into this category might fall items such as 

hire of plant which occurred in the first
year but not the others, legal expenses and 
valuation fees. The questions must be
asked, are these expenses directly related 
to the business and expected to occur each 
year? Would a prudent manager budget 
for them? A contingency sum could be
included in the budget which would allow 
for several legitimate, but infrequently
occurring items.

(d) Eliminate personal expenses. 
This is a difficult one for the valuer to 
judge, and may include items which 
although allowable for tax purposes are 
somewhat discretionary and of limited 
direct benefit to the business. Into this 
category fall expense items such as 
"Entertainment" and "Travel and Confer-
ence Expenses". In the example, the 
amount for travelling expenses has been 
deducted as it relates to the operator 
attending a conference in another city. 
Security has also been disallowed as it 
relates to the feeding of the family dog - a 
poodle, whose friendly nature renders it of 
doubtful value as a security measure. 
Once again the question needs to be asked 
is it a necessary expense required to create 
and maintain the income stream of the 
business?

(e) Eliminate depreciation.

This is a non-cash expense which does not 
form part of the NOI calculation. It needs to 
be deducted from the expenses.

(f) Adjust for manager's salary 

In the example shown, the manager's

salary is not allowed for in the accounts so 
would be added back in as an expense if 
this was the basis of inter-firm compari-
sons. In such a case, the salary should
consider the total "lifestyle" package 
including factors such as the size and
occupancy rate of the complex, business 
vehicles and living accommodation
provided, what duties are expected of the 
manager, and what living expenses are 
paid by the business. Information should 
be collected, where possible, on actual 
salaries being paid, though this is not
always possible in an industry dominated 
by the owner-operator. However, tradi-
tionally within the motel industry, inter-
firm comparisons have been done on the 
basis of an expense ratio before any
management salary and this policy has 
been followed in the example ie. no
allowance has been made for any manage-
ment salary.

(g) Average out uneven expenses. 

An example of this is "Printing and

Stationery", which does not always occur 
regularly. In the example set of accounts 
there is a large sum in the final year when 
the operators had a new brochure made 
up, and printed more than one-year's
supply of brochures. The expense for this 
item should therefore be adjusted to
reflect the average yearly amount that 
would prudently be budgeted for.

(h) Adjust for differences in manage-
ment input.

An adjustment has already been made to 
repairs and maintenance but a further 
adjustment could be made to "Lawn &
Garden", if this expense includes the cost of 
labour rather than just materials. This is 
assuming that the "average efficient
operator" does all his own gardening. In a 
similar way, if the example business had 
contracted-out laundry, then this expense 
would have needed to be deducted. The
example contains allowances for computer 
software. Does the average efficient
operator require this in his business, and 
should it be an annual expense? I have 
decided not to include it as an expense in 
my budget, but this is open to challenge 
and highlights the fact that the average 
efficient operator changes and evolves 
over time in response to progress and
changing economics.

Preparation of the Budget.

A high degree of emphasis should be 
placed on factual and recorded evidence 
of performance where available, and the 
valuer should have very sound reasons for 
radically departing from this evidence 
where available. However, a problem with 
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accounting information prepared for tax 
purposes is that it often suffers from
delays of over six months in its prepara-
tion. Account may need to be taken of the 
current performance of the business as
well as general industry and economic 
trends. In the example, turnover has-been 
increased by 5% on the evidence, within
the industry, of increased occupancy rates 
compared with the previous year, and less 
price discounting. For the subject, this can 
be checked against management records 
and bank statements.

Fixed Expenses have been increased by
2.5% in line with CPI inflation, while 
Variable Expenses have been increased 
5% in line with increased occupancy.
Ideally, each expense should be examined 
separately and adjusted as required for
known cost increases or decreases. 
The percentage of expenses to turnover 
for the Budget is 32.7% before any 
allowances for a management salary. This 
is at a lower than average level, based on 
the results of the survey where expenses to 
turnover ratios ranged from 30% to
50.4%, with an average of 41.6%. These 
ratios are after adjusting back to the
common benchmark of average efficient 
management and before any management 
salary.

Calculation of Fair Market Rent

On the basis of the Budget shown in 
Appendix 3, the Fair Market Rent could

Out of the return to the lessee of $51,481 
must be paid a management salary, the 
balance then representing a return to the 
lessee on the purchase price of the lease-
hold business. It should be sufficient to 
allow for a return on and of the assets 
purchased, with due allowance for the 
risks involved in the business.

Summary.

In arriving at the rent for a special-
purpose property used in a business, the 
onus on the valuer in arriving at a Fair 
Market Rent is to take cognisance of the 
ability of the tenant to pay this rent. In
other, less specialist properties, if a rent is 
set beyond the ability of the tenant to pay 
then the expectation is that another tenant 
involved with a more profitable type of 
business will take their place. However, 
for a special-purpose property like a 
motel, raising the rent above the ability of 
a tenant to pay is not a sustainable option. 
If devices such as ratchet clauses are used 
to keep rents at inflated levels, then in the 
short-term, the property and business will 
not be maintained. Long-term, the tenant 
may go bankrupt and a new, lower, 
sustainable rental will need to be set to 
attract another tenant.

This ability to pay however is not a 
subjective measure applicable to the

References

particular sitting tenant, but is an objec-
tive measure based on the concept of r' 
average efficient operator. In this way, a 
landlord is not penalised for the poor
performance of his tenant nor unduly 
rewarded for superior tenant performance. 
Within the motel market, recognition of 
the ability to pay principle has led to the 
adoption of the One Third Rule. Howeve-
it has been my contention in this paper 
that this method of turnover-based rent 
assessment is too crude, and the ability to 
pay principle needs to be better imple-
mented by basing rent on a Net Operating 
Income. This would have the advantage of 
explicitly taking account of different 
expense levels amongst motel businesses. 
In order to arrive at a valid Net Operating 
Income under the average efficient 
operator method, a benchmark in some 
form of industry norm is required. Often 
called the "Industry Standard" this 
benchmark can only be established by 
experience and comprehensive data 
collection and analysis. By surve'ing 13 
Motel businesses in Christchurch, I have 
attempted to arrive at an Industry Standard 
for this particular local market and to 
identify some of the practical difficulties 
inherent in the compilation of such a 
Standard.

be assessed as follows:

Income Before Expenses $153,000

Expenses $50,038 

Net Operating Profit

Before Management $102,962 

Distribution of Net Operating income

Lessor 50% $51,481 

Lessee 50% $51,481

Bennett, William. 1992 Hotels & Motel Valuation. Unpublished Paper, New Zealand 

Institute of Valuers Continuing Education Seminar, Lincoln University. 

Jones, Gordon. 1989. "Assessing Fair Market Rentals for Motels," New Zealand
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Littlejohn, David.  1992. "Motels - Largest Providers of Accommodation" New
Hospitality.  (August):2I

Speedy, Squire L. 1982. Financial Appraisal (New Zealand Institute of Valuers) 

Wood, Gary G. 1980. "Motel Leasing" MANZ Motel (September/October): 13-15 

Appendix 1 - Example Of Accounts Analysis

90/91 % $/Unit 91/92 % $/Unit % 92/93 % $/Unit %
TO TO Change TO Change

Turnover 130753 100.0% 16344 117933 100.0% 14742 -9.8% 145814 100.0% 18227 23.6%

EXPENSES
Guest Expenses 2792 2.1% 349 4031 3.4% 504 44.4% 3375 2.3% 422 -16.3%
Accountancy 831 0.6% 104 1463 1.2% 183 76.1% 2419 1.7% 302 65.4%
Advertising 3772 2.9% 472 3781 3.2% 473 0.2% 3850 2.6% 481 1.8%
ACC 0 0.0% 0 18 0.0% 2 466 0.3% 58 2490.0%
Bad Debts 0 0.0% 0 388 0.3% 49 186 0.1% 23 -52.0%
Bank Charges 356 0.3% 45 299 0.3% 37 -16.0% 293 0.2% 37 -2.0%
Cleaning/Rubbish 1888 1.4% 236 192 0.2% 24 -89.8% 86 0.1% 11 -55.3%
Commissions Paid 59 0.0% 7 171 0.1% 21 191.5% 680 0.5% 85 297.9%
Computer Software 1295 1.0% 162 390 0.3% 49 -69.9% 384 0,3% 48 -1.4%
Credit Card Commissions 1223 0.9% 153 1796 1.5% 225 46.9% 1600 1.1% 200 -10.9%
Debt Collection 0 0.0% 0 0 0.0% 0 0.0% 15 0.0% 2
Entertainment 0 0.0% 0 27 0.0% 3 0 0.0% 0 -100.0%
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Appendix 1 90/91 % $/Unit 91/92 % $/Unit % 92/93 % $/Unit %
Continued TO TO Change TO Change

Fees & Permits 0 0.0% 0 0 0.0% 0 0.0% 366 0.3% 46
Freight & Cartage 0 0.0% 0 0 0.0% 0 0.0% 50 0.0% 6 -
General Expenses 1509 1.2% 189 39 0.0% 5 -97.4% 34 0.0% 4 -13.4
Hire of Plant 298 0.2% 37 0 0.0% 0 -100.0% 0 0.0% 0 -
Insurance 2557 2.0% 320 2230 1.9% 279 -12.8% 2397 1.6% 300 7.5%
Interest - Mortgage 37877 29.0% 4735 32700 27.7% 4088 -13.7% 23729 16.3% 2966 -27.4%
Land Tax 53 0.0% 7 0 0.0% 0 -100.0% 0 0.0% 0 -
Lawn & Garden 56 0.0% 7 450 0.4% 56 703.6% 507 0.3% 63 12.7%
Legal Expenses 2468 1.9% 309 38 0.0% 5 -98.5% 0 0.0% 0 -100.0%
Light, Heat & Power 4387 3.4% 548 4884 4.1% 611 11.3% 5300 3.6% 663 8.5%
Motor Vehicle
Expenses 884 0.7% 111 1062 0.9% 133 20.1% 1410 1.0% 176 32.8%
Postage 192 0.1% 24 158 0.1% 20 -17.7% 181 0.1% 23 14.3%
Printing & Stationery 116 0.1% 15 388 0.3% 49 234.5% 1340 0.9% 168 245.5%
Publications & Periodicals 551 0.4% 69 795 0.7% 99
Rates 6111 4.7% 764 5392 4.6% 674
Repairs & Maintenance 1890 1.4% 236 3278 2.8% 410
Replacements 3005 2.3% 376 1094 0.9% 137
Security 143 0.1% 18 197 0.2% 25
Subscriptions & Licences 1819 1.4% 227 1430 1.2% 179
Telephone & Tolls 6348 4.9% 794 4326 3.7% 541
Travelling Expenses 0 0.0% 0 788 0.7% 99
Wages 1929 1.5% 241 1680 1.4% 210

Total Expenses 84409 64.6% 10551 73485 62.3% 9186

Unadjusted NOT 46345 35.4% 5793 44448 37.7% 5556

Appendix 2  Adjustments To Accounts

90/91 % 91/92 % 92/93 %

TO TO TO 

ADJUSTMENTS

Accountancy 0 0.0% 0 0.0% -919 -0.6%

Cleaning/Rubbish -1688 -1.3% 0 0.0% 0 0.0%

Computer Software -1295 -1.0% -390 -0.3% -384 -0.3%

Entertainment -27 0.0% 0 0.0% 0 0.0%

Hire of Plant -298 -0.2% 0 0.0% 0 0.0%

Interest -37877 -29.0% -32700 -27.7% -23729 -16.3%

Legal Expenses -2468 -1.9% -38 -0.0% 0 0.0%

Land Tax -53 -0.0% 0 0.0% 0 0.0%

Printing & Stationery 499 0.4% 227 0.2% 0 0.0%

Repairs & Maintenance 3110 2.4% 3906 3.3% 1005 0.7%

Replacements -1309 -1.0% 601 0.5% 708 0.5%

Security -143 -0.1% -197 -0.2% -132 -0.1%

Travelling Expenses 0 0.0% -788 -0.7% -122 -0.1%

NET ADJUSTMENTS -38241 -29.2% -28989 -24.6% -22698 -15.6%

ADJUSTED EXPENSES 46168 35.3% 44496 37.7% 47976 32.9%

ADJUSTED NOT 84586 64.7% 73437 62.3% 97838 67.1 %

44.4% 1043 0.7% 130 31.2%
-11.8% 4467 3.1 % 558 -17.1%
73.4% 3995 2.7% 499 21.9%

-63.6% 987 0.7% 123 -9.8%
37.8% 132 0.1% 17 -33.0%

-21.4% 2599 1.8% 325 81.8%
-31.9% 4882 3.3% 610 12.9%

- 122 0.1 % 15 -84.5%
-12.9% 3777 2.6% 472 124.8%

-12.9% 70674 48.5% 8834 -3.8%

-4.1 % 75140 51.5% 9393 69.1%

Appendix 3   Budget

% TO $/Unit

Turnover 153000 100.0% 19125 

EXPENSES
Guest Expenses 3544 2.3% 443
Accountancy 2480 1.6% 310
Advertising 4042 2.6% 505
ACC 490 0.3% 61
Bad Debts 196 0.1% 24
Bank Charges 300 0.2% 38
Cleaning/Rubbish 88 0.1% 11
Commissions Paid 714 0.5% 89 
Credit Card
Commissions 1680 1.1% 210
Debt Collection 16 0.0% 2
Fees & Permits 375 0.2% 47
Freight & Cartage 51 0.0% 6
General Expenses 35 0.0% 4
Insurance 2457 1.6% 307
Lawn & Garden 520 0.3% 65
Light, Heat, Power 5565 3.6% 696 
Motor Vehicle
Expenses 1446 0.9% 181
Postage 185 0.1% 23 
Printing &
Stationery 1374 0.9% 172 
Publications &
Periodicals 1069 0.7% 134
Rates 4579 3.0% 572 
Repairs &
Maintenance
- General 5000 3.3% 625
Replacements 2295 1.5% 287 
Subscriptions &
Licences 2664 1.7% 333
Telephone & Tolls 5004 3.3% 626
Wages 3870 2.5% 484

Total Expenses 50038 32.7% 6255

NET OPERATING 
INCOME 102962 67.3% 12870 
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The Optimised Deprival 
Valuation Method 

by B Kellett 

Brian Kellett C Eng. is an Associate of Beca Carter Hollings and Ferner Ltd at 
Auckland where he leads their team of Plant and Machinery Valuers. He is a member of 
the Institute of Mechanical Engineers and a member of the Institution of Professional 
Enginners of New Zealand. 

Brian Kellett is the current President of the Institute of Plant and Machinery Valuers. 

The topic of this paper is the Optimised Deprival approach to valuations and will 
discuss:

• The origin of the term.

• Traditional approaches.

• The Optimisation process.

Origin

The term "Optimised Deprival Value" is 
fairly new to the valuer's vocabulary. Dr 
Shannon Pratt, who was the keynote
speaker at the New Zealand Institute of 
Valuers conference in April last year, 
believes that the term is indigenous to

Traditional Approaches

Traditional approaches to valuation are: •   

Comparison of sales of similar assets. •   

Cash flow methods.

•   Depreciated cost.

Used on their own these methods have 
limitations:

Comparison of Sales of SimilarAssets 

This method of valuation is ideal for
assets such as vehicles, construction 
machinery, machine tools, etc which 
change ownership regularly. However, 
many assets are not normally traded on
the open market and we must look at other 
methods for valuing these assets.

Cash Flow Methods

Competitive businesses and properties are 
normally valued using capitalisation of 
future earnings or net present value of
future cash flow methodology. These 
methodologies are appropriate for busi-
nesses in contestable markets where
external forces determine prices. How-

• The Deprival rules.

• The advantages and limitations of
this approach.

New Zealand. It appears that we have 
`good old Kiwi ingenuity' to thank for 
introducing this concept. We should, 
therefore make sure we understand it 
fully.

I first came across the term when reading 
the methodology proposed for the valua-
tion of TransPower in 1990. At that time

ever, they are not necessarily appropriate 
for monopolistic and publicly funded
enterprises where it is difficult to establish 
a direct link between revenues (earnings) 
and costs (expenditures) for individual
activities.

Depreciated Cost

Assessment of Depreciated Replacement
Cost involves determining the cost of 
replacing existing assets with substantially 
identical assets and then deducting an 
allowance for depreciation to reflect the 
remaining life. It suffers from the follow-
ing disadvantages:

•   Technological change may allow 
replacement with lower-cost assets.

•   Redundant assets are included at full
value.

•   Over-designed assets are included at 
full value.

The optimised deprival approach is a 
hybrid which incorporates techniques to
overcome the limitations of these method-
ologies.

the Government had started the move 
towards privatisation/corporatisation of
public sector assets and it was found that 
traditional techniques were not entirely 
satisfactory for valuing these assets. This 
was because of the specialised nature of 
many public sector assets and the way 
they were funded.

Optimisation
A limitation of the basic depreciated 
replacement cost approach is that it
assumes replacement with assets substan-
tially identical to those existing. The
process of "optimisation" is an enhance-
ment of the traditional like-with-like
replacement approach that arrives at 
replacement costs using "modern equiva-
lent assets" performing the same function 
as the existing assets. It results in an 
estimate of the lowest possible cost of 
replicating existing services using modern 
materials and modern technologies in the 
most efficient asset configuration. 
• This approach takes account of

technological and functional obsoles-

cence. For example, replacement of 

cast-iron gas mains with polythene. 

• Its use also means that current asset
owners/managers/users need not be 
saddled with the consequences of 
historic decisions made by previous
owners/managers. For example, over-

This paper was presented at the AGM Seminar of the Institute of Plant and Machinery Valuers 
held at Christchurch in April 1994. 
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optimistic predictions of demand may 
have resulted in over investment in 
certain locations with the result that 
there is now considerable under-
utilised capacity in the system. 
Optimisation allows the system value 
to be based on an asset configuration

that meets, but does not unduly 
exceed, current needs.

To apply this approach the valuer 
needs to determine just what form 
functional replacement of the assets 
would take. It is in this area that

valuers associated with engineers and 
process designers (typically consulting 
engineers) have an advantage. The
technique has been applied to natural 
gas utilities, electricity supply authori-
ties and to major industries.

Deprival Value

Deprival rules provide a guide to the 
upper and lower limit of value and using 
an assessment of Discounted Cash Flow 
(DCF) value also gives a guide to values 
between these limits. If it is not possible 
to identify the revenue streams required 
for a discounted cash flow valuation, a 
utilisation factor can be used to judge 
values between the upper and lower 
limits. The utilisation factor will be zero 
for redundant assets and 100% for assets 
which will be fully used for the purpose 
they were acquired.

a) Upper Limit of Deprival Value 

The upper limit of deprival value for 

assets not normally traded on the open
market is the net current replacement cost. 
For example, the deprival value of a new 
asset would not be more than the replace-

The first stage in assessing the deprival value is to ask the question, "Would an asset be 
replaced if the business were deprived of the asset?"

If the answer is:

YES - The asset is worth (Because it will generate This represents the
replacing cash flows having a DCF upper limit of Deprival

in excess of the Value 
replacement cost)

NO - The asset is only (Because the proceeds from This represents the
worth selling sale are greater lower limit of

than the DCF value) Deprival Value

NO - The asset is worth (Because the asset will
keeping but not replacing generate cash flows with The deprival value

a DCF greater than its lies between the upper
disposal value) and lower limits

market is the net realisable value. This If discounted cash flow information is not
may be scrap value, or market value for an available, a utilisation factor can be used
alternative use, less disposal costs. as a substitute. The utilisation factor

c) Deprival Values Between Upper and would be 100% if the output from the

Lower Limits asset is at a level for which it was pur-

The following graphs illustrate how chased. This assumes that the discounted
ment cost new.

b) Lower Limit of Deprival Value 

The lower limit of deprival value for 

assets not normally traded on the open

FIGURE  1

deprival values between the upper and 
lower limits can be assessed. The graph in 
figure 1 would be used when discounted 
cash flow information is available.

cash flow at the time the asset was 
purchased was in excess of the cost of the 
asset. The use of utilisation factors is 
illustrated in figure 2. 

(used when DCF can be assesed)
FIGURE 2

Optimised Depreciated Replacement Cost (ODRC)

Asset 
Value
$

Between the upper and lower limits deprival 
value equals the Discounted Cash Flow Value.

(used when DCF cannot be assesed)

High output 
Deprival Value = ODRC ® 100% utilisation 
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Summary Advantages and
Limitations

1. If the cash flow approach (DCF ) 
produces a higher value than the
optimised depreciated replacement cost 
(ODRC), the value assigned to the 
assets should be the optimised depreci-
ated replacement cost.

This is because the firm could "re-
place" the assets at the lower value and 

would not pay more than their "net 
replacement cost" which is an account-
ing term equivalent to our ODRC.

2. If the cash flow approach DCF is 
lower than ODRC, the assets should be

valued at the lower DCF figure.

This is because the business cannot 

achieve the optimum return on the use 
of the assets. This inability to achieve

an optimum cash return on the use of 
the assets could be due to external, 
regulatory or other external factors.

3. If the cash flow approach (DCF) 

produces a lower value than either

ODRC or Net Realisable Value (NRV) 
then the cash return on the use of the 

assets by the firm is so low that the
proper value of the assets should be set 
at NRV.

This is because NRV is the lowest 

possible value the firm could obtain by 

selling in the open market for possibly 
an alternative use. (There may be some 
problems for the Valuer, deciding 

whether NRV should be on a collec-
tive basis, or an item by item basis).

The main limitation of the deprival value 
approach for plant and machinery is that 
net realisable values, depreciated replace-
ment costs and cash flows or utilisation, 
needs to be determined for all the assets, 
or groups of assets of the firm. This
entails more work than a straightforward 
DRC valuation or market value assess-
ment. Another complication is that the 
cash flow may represent a return on
factors other than "the assets", eg. good-
will, monopoly, brands.

However, the writer believes that for too 
long Plant and Machinery Valuers have 
used a single approach and as valuations 
become more complex (eg. when assets 
are transferred from public entities) there 
will be an increasing need for valuers to 
improve their valuation techniques. The 
deprival value approach is one way we 
can offer more defensible valuations. 

Valuers In The Environment 
by L Joyce & M Parker 

Introduction
Valuers have always had a responsibility 
for their professional work. That covers 
all, aspects of a valuer's interaction with 
the subject matter of their valuation. But a 
greater emphasis is now being placed
upon the way in which society as a whole 
relates to the environment. A headline
which recently appeared in the Sydney 
Morning Herald would probably equally 
apply here in New Zealand:

"Most say environment more impor-
tant than economy."

Because the practice of valuation is one of 
continual dealing with the physical
aspects of our environment, valuers will 
be under the spotlight.

This is part of a worldwide adjustment in 
thinking. Canadian judges have said,
when speaking of Canada's environmental 
regulations and laws:

"Breaches of these regulations and 
laws must be dealt with in such a
fashion as to prevent their repetition 
and to foster the principle of environ-
mentally responsible corporate 

citizenship."

The "green revolution" has added two 
substantial dimensions to the business of
valuation. First, the effect of environment 
issues on the way a valuation is con-
ducted, and second, the effect that has on 
valuers' professional liability. It is to this

Lindsay Joyce is a partner with Phillips 
Fox, Barristers and Solicitors in Sydney. 
He holds a Bachelor of Legal Studies
from MacQuarie University and he is a 
qualified valuer, being a Fellow of the 
Australian Institute of Valuers and Land 
Economists. Lindsay Joyce is also an
Associate of the Institute of Arbitrators in 
Australia.

New Zealand judges speaking of the 
Resource Management Act have said:

"The RMA is informed by a wholly 
different environmental philosophy 
which places far greater emphasis on 
environmental protection - [it has a] 
strong and pervasive emphasis on
avoidance of adverse effects on the
environment."

second aspect that we direct this paper: 
How valuers should manage the risks

which arise from environmental liability. 

The fact that you need to adjust your
standard of care to take into account the 
advent of this green revolution is a classic 
symptom of being involved in a dynastic 
profession. If you will forgive the invidi-
ous comparison, your business is similar 

This paper was jointly presented by the authors at the NZIV Seminar 
held at Rose Park Hotel, Auckland, on 18 April 1994. 
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"MANGERE SMELL REMAINS 
MYSTERY"

"FUEL LEAKS SECRECY ANGERS 
COUNCIL"

"FARM POLLUTERS HARMING 
RIVERS"

"DYE IN STREAM BRINGS FINE" 

"RESIDENTS PREDICT TRIPLE
POLLUTING"

"COMPANY ADMITS DYEING 
STREAM BLUE"

"FUEL FOUND BENEATH WARE-
HOUSE"

"GREEN SPOTLIGHT LOOKS FOR 
DIRTY BACKYARDS"

"KEEPING NZ GREEN - WITH 
COLESLAW"

While some of those headlines are quite

Michael Parker is a partner in the amusing, they highlight the many varied

SEPTEMBER 1994

dealing with environmental matters, 
because that is the standard by which you 
will be judged if problems arise and your 
work is subjected to scrutiny in a claim. A 
very succinct statement of your position is 
made in an article in New Zealand 
Valuers' Journal for March 1994 (page 10
- by Xan Harding: "Environmental 
Liability and the Banker-Valuer Relation-
ship"), Mr Harding wrote:

"However, a valuer's valuation has 
never been, and cannot be, an un-
equivocal statement of fact. It is
merely the considered opinion of a 
highly trained independent profes-
sional given in good faith. A valuer
has nothing to fear but his or her own 
negligence, measured against the
objective standard of the performance 
of his or her peers."

That does not mean that you need to

Auckland practice of Phillips Fox, 
Barristers and Solicitors and has previ-
ously practised as a barrister in London. 
Since coming to New Zealand in 1983 
Michael Parker has practised principally 
in the areas of insurance, with emphasis 
on professional indemnity liability, 
(including valuers), medical and environ-
mental risks.

in this respect to that of providing legal 
services. You have got to keep up with the 
latest trends to ensure that the standard 
you work to will protect you and your 
clients.

That does not mean that you should 
experience a rising level of paranoia about 
environmental responsibilities, but you 
should address them because we believe 
that, properly managed, the risk (as 
opposed to your awareness of this risk) 
should assume no greater proportions than 
it has before now. This may mean consid-
eration of such things as good continuing 
educational procedures, contract terms 
which minimise your exposure, as referred 
to later in the paper, close interaction with 
associated professional disciplines, 
succinctly and carefully worded reports, 
and setting up standards for the profession 
which will form a minimum to which you 
should always have regard when conduct-
ing your business.
What are the sort of environmental 
problems that you might encounter in your 
work in New Zealand? It is interesting to 
look at some of the headlines which have 
appeared in the national newspapers 
within the past 12 months touching upon 
environmental contamination: 

land uses which may be affected by 
contamination. The cases referred to in 
those media reports include septic tank 
seepage on residential land, oil spill into a 
stream running through residential land, 
aviation fuel leakage into clay under a 
carpark, agricultural waste causing 
contamination of farm property and 
adjoining local water supplies, petrol and 
diesel oil in the soil beneath a harbourside 
warehouse. The examples go on. 
A report produced by Worleys Consult-
ants in late 1992 for the Ministry of the 
Environment, cautiously estimated that 
there are about 7,800 potentially contami-
nated sites nationwide that would cost 
$620 million to clean up. The report 
concluded it would cost another $1,000 
million to clean up those sites regarded as 
a moderate risk. To give you some idea of 
the situation, the report suggested that 
there were as many as 642 contaminated 
sites in the Wellington area alone. One 
can imagine that the situation in a larger 
business and population centre such as 
Auckland could mean a much higher 
number of contaminated sites.

Even if you treat these figures as belong-
ing in the "guesstimate" category, there is 
still a very serious problem. So, when you 
as a valuer have a professional valuation 
job to do, knowing that there are these
potential problems around, not knowing the 
history of a particular site, but keen to do a 
proper valuation which considers

environmental impact and possible 

stigma, and ensure that if serious problems 

are present you are not fixed with liability, 
how do you minimise your risk? 

At the centre of your concerns should be 

to exercise a proper standard of care when

become an environmental expert nor an 
environmental lawyer, perish the thought. 
But it does beg questions as to what is the
appropriate standard; what must you be on 
the lookout for so that you are exercising 
that appropriate standard of care?

It was a feature of a very helpful series of 
seminars run by the New Zealand Institute 
of Valuers in 1992 that there was uncer-
tainty about this area of environmental
liability; about the number of contami-
nated sites; how the Resource Manage-
ment Act would work; and, most impor-
tantly to you, how you as valuers ap-
proach the problems brought about the by 
greater focus on these matters.

Quite apart from techniques such as 
carefully considered qualifications to 
reports and contractual disclaimers in 
relation to third parties or obtaining
professional indemnity insurance (which 
may well be limited as far as environmen-
tal contamination is concerned and is very 
much "the ambulance at the bottom of the 
cliff'), we believe that a very useful tool 
in managing your risk is to have a written 
standard against which you can measure 
yourselves. While the physical area of
contaminated sites as a proportion of the 
land area of New Zealand is small, the 
potential liabilities arising from getting it 
wrong may be enormous. The risk for
valuers can be exemplified where banks 
are involved and where large sums of 
money are lent in partial reliance on a 
valuation.

It is with this awareness in mind that we 
raise certain issues for consideration.
These issues are raised in the context of 
the role played by lawyers defending 
valuers against claims made by their 

24



SEPTEMBER 1994 NEW ZEALAND VALUERS' JOURNAL

clients and third parties in which allega-
tions of breach of professional duty are 
concerned.

The Australian Institute of Valuers & 
Land Economists (AIVLE) have consid-
ered this issue significant enough to
warrant the production of guidance notes 
in the form of the "Contaminated Land 
Practice Standard" ("the Standard")
(February 1994). The Standard is provided 
in the form of guidance notes covering
many issues on the topic which, although 
obviously not exhaustive, the AIVLE has 
considered sufficiently important that its 
members and those who use the service of 
its members should have regard to in
contemplation of any contamination/

The standard of care to which a valuer is 
required to perform his or her legal
professional duties is not static and has 
regard to the level of knowledge, skill and 
expertise of a reasonably competent 
member of the valuation profession 
judged at the relevant time. In Singer and 
Friedlander v John D Wood & Co (1977),
23 EG 212, Watkins J, noted that this 
standard of care requires that the average 
skilled valuer is:

"... expected to take reasonable steps 
to equate himself with changes and 
new developments affecting his skill".

Obviously one area that has been seen as 
having a number of important changes and 
developments in recent years is that of the 
environment and of environmental matters 
that might affect the value of land.
Additionally, there has been growth in 
environmental protection legislation. For
example, the Resource Management Act 
1991 has had an impact in this regard and 
as was stated in the discussion paper
prepared by the Australian and New 
Zealand Environment and Conservation 
Council ("ANZECC") titled, "Financial 
Liability for Contaminated Site 
Remediation" (June 1993) at p. 65:

"... has changed much of the law in 
relation to the management of natural 
resources and the protection of the
environment in New Zealand".

But what will the "average skilled valuer" 
need to know, and against whom will that 
standard be compared when judging the 
"average skilled valuer"?

As a starting point, it seems that Courts 
will have regard to what the profession 
expects of itself and in this regard in

pollution matters that might affect the 
value of property.

The Standard is an excellent attempt to 
provide a comprehensive guide on envi-
ronmental matters of concern for valuers 
and users of valuers. We use the word
"attempt" with no disrespect, only because 
we feel sure that the AIVLE and more
particularly the authors of the Standard 
would recognise that a standard such as 
this is a "living document" that needs to 
be updated and improved as there is more 
awareness of environmental contamina-
tion issues affecting property become
known. It may well be that this will only 
occur through Court decisions involving 
valuers and/or changes in government and

Valuers' Legal Liability

Australia, the Standard will provide 
Courts with a basic guideline as to what 
the profession expects of itself. Therefore, 
in the event that a claim was made upon a 
valuer raising issues of that valuer's 
failure to have regard to contamination or 
pollution affecting a property, it may be 
that a Court will consider whether or not 
that valuer has at least adhered to issues 
raised in the Standard, in judging whether 
or not that valuer has breached his or her 
standard of care.

While a Court will not be bound by any 
standards set by professional bodies
governing their profession (refer for 
example Predith v Castle Phillips Finance 
Co Ltd (1986) 2 EGLR 144 and see also 
Allied Trust Bank Ltd v Edward Symons & 
Partners [1993] EGCS 163), it would be 
strange if Courts did not consider the 
standards that the professions expect of 
themselves when seeking to determine 
whether there has been a breach of the 
standard of care by a valuer. Accordingly, 
it seems that this is a good reason why 
valuers must be aware of all relevant, 
available, up-to-date information, "new 
developments and changes" such as the 
very benchmarks set by their profession. 
Even if ultimately a Court does not judge 
a valuer to have been in breach of his or 
her duty of care by failure to comply fully 
or at all with a professional guideline such 
as the Standard, valuers would be courting 
danger by exhibiting a total disregard of 
the need to keep aware of what the 
profession expects of itself by any failure 
to be aware of professional guidelines, 
such as the Standard (and the further 
information that such documents as the

public policy brought about by experience 
of specific environmental/contamination 
issues that affect the value of property.

Nonetheless, awareness at least by AIVLE 
members of the matters contained in the 
Standard is an important step in the right 
direction.

It is the purpose of this paper to alert 
valuers about environmental issues and to 
have them consider the potential liability 
of valuers for loss and/or damage flowing 
from valuations of property affected by 
some form of contamination or pollution. 
This is simply a paper about

AWARENESS.

Standard directs attention towards). 
That is not to say that as a starting propo-
sition the valuation profession should 
over-react to this issue. The environment, 
and the impact of contamination/pollution 
upon the environment, is not something 
that has only just arisen, albeit with a 
growth of world population and its 
demands upon limited resources, valuers 
of today need to have a greater awareness 
of the environmental issues and how they 
effect land, and therefore, land values. 
Additionally, we live in a world today 
where it appears that nobody ever makes a 
bad decision or a decision in which they 
concede that any loss or damage that 
lfows from their decision could be loss or 
damage that they caused themselves. 
Litigation against professionals, most 
particularly valuers (and surveyors as they 
are known in England), has increased to 
an alarming level. Valuers, like all other 
professionals are now being closely 
looked at and scrutinised in "the results" 
of their day-to-day practice.

How will a Court, for example, determine 
whether a valuer has breached his or her 
duty of care in proceedings brought
against a valuer for professional negli-
gence? Whilst it may be helpful to raise 
and consider other issues that valuers
should have regard to a little later in this 
paper, it seems that on the current state of 
the law as likely to affect a valuer under-
taking an inspection of property, the
position of a valuer is similar to that 
which he or she faces in attempting to 
identify structural problems with the 
improvements on a property, when
undertaking a valuation. 
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The Site Inspection
It has been well established that a property 
valuation by a valuer requires something 
less than a full structural building survey. 
Nonetheless, the valuer is expected to be 
able to complete an inspection that
identifies potential visible structural 
problems, and, where his or her suspicion is 
aroused to "follow the trail of suspicion to 
its end". (See for example, Smith v Eric S 
Bush; Harris & Anor v Wire Forest 
District Council [1989), 2 WLR 790 and 
Roberts & Anor v J Hampson & Co (a 
ifrm) [1989), 2 ALL ER 504).

These decisions involved consideration of 
whether the valuer needed to extend the 
scope of his or her inspection, or in more 
serious cases, whether it was necessary to 
seek a full structural survey before
undertaking the valuation.

It seems that as a starting point in relation 
to the visual inspection by a valuer
regarding improvements, that the same 
principles can be applied in the area of 
environmental problems. Little sympathy 
will be obtained from a Court where a
valuer undertakes an inspection of a site at 
such a pace as to lead to a conclusion that it 
was not done thoroughly, or at all.
Valuers will need to be alert to observe any 
abnormalities that are visually present and, 
further, be aware through the knowl-
edge of potentially environmentally
damaging issues, that further investigation 
of matters of concern or potential concern 
are required. As was stated in the Standard 
at page 4:

"... the member will need to complete 
a detailed site inspection. There are 
often tell-tale signs on the site that 
can indicate the presence of some
forms of contamination. The member 
should look for disturbed or discol-
oured soils, disturbed vegetation, the 
presence of any chemical containers, 
or chemical odours, and check the
quality of any surface water. In 
addition, the member should look for 
any surface soils or earthfill that may

As a valuer, at least for the purpose of the 
visual inspection, is required to possess 
sufficient skills and be aware of sufficient 
potential (as well as actual) issues to
undertake a sufficient site inspection and 
thereafter make or recommend the making 
of other enquiries to identify any potential 
for environmental problems - it follows
from the decisions referred to above that 
where such a potential exists or a valuer's 
suspicions are aroused, the valuer will be 
under a duty to make further investiga-
tions and, if necessary, commission or
recommend the commissioning of another 
expert to undertake a full environment
audit so as to allow completion of the 
valuation report.

Awareness of publications such as the 
United Nations List of hazardous classes 
of substances, the ANZECC paper re-
ferred to, and the ANZECC paper titled
Australian and New Zealand Guidelines 
for the Assessment and Management of
Contaminated Sites, (January 1992) are
probably a necessary complement to the 
site inspection. For instance, such paper 
gives a useful overview of relevant
statutory controls (see p65 of ANZECC 
paper of June 1993) and also provides a 
framework for the assessment of what is a 
contaminated site, ie the ANZECC paper of 
January 1992 defines a contaminated site 
and highlights impacts to the environ-
ment from such contamination.

But, is undertaking a thorough site 
inspection sufficient to discharge the 
duty? Is seeing believing?

The answers to these questions may well 
be "yes", but we have some real doubts 
whether they are an exhaustive "yes". It 
may be that a visual inspection of the site, 
as careful and as thorough as could be
undertaken, will not reveal a contaminated 
or polluted land use which may impact
upon the value of the property. Further, it 
may be that failure to do more than
undertake a thorough inspection will still

render a valuer liable in a claim brought 
against him or her. The "tell-tale" signs, 
as referred to above may not be there,
although other types of investigations may 
uncover "hidden" contamination or
contamination from adjacent or outside 
sources.

As the principal author of the Standard, 
Mr Jeff Spencer stated in an article in 
"The Valuer and Land Economist"
(November. 1993), titled "Standard for 
Valuation of Contaminated Land in
Australia" at page 585:

"Before the preparation of the draft 
Standard, the difficulties experienced 
by property professionals in assessing 
contaminated property values in
Australia have been widely discussed 
by AIVLE members. Greater media 
attention to certain contaminated sites 
focused further attention on the topic. 
Property professionals were particu-
larly concerned with the difficulty in 
ascertaining whether or not sites
contained contamination. Mere 
discolouration of soil, for instance, 
could be a hint of an "iceberg-like" 
situation, where significant quantities 
below the soil may have to be taken 
into account. Even if there was no 
evidence of contamination on the site, 
property professionals increasingly 
were expected to allow for any stigma 
caused by closeness to other contami-
nated properties."

The concerns expressed by Mr Spencer in 
his article point to the very need for a
greater awareness of the potential for 
contamination problems when valuing
land, to the extent that even before the site 
inspection occurs, other fundamental
issues should be considered.

It seems that those fundamental issues 
relate to the retainer and the first enquiries 
and investigations undertaken pursuant to 
that retainer. 

have been introduced to the site from The Retainer
other locations. The potential for

contamination from off-site sources 
should also be considered."

The Standard provides an excellent 
suggested environmental assessment 
checklist as an appendix (No.3) and
although it is stated that the checklist is not 
intended to be exhaustive, its inclusion 
illustrates the type of issues that valuers 
should be aware of when undertaking the 
visual inspection of a property. 

At the outset, a valuer may be well 
advised to make sure that he or she
understands the extent of their retainer and 
of any particular considerations arising
out of that retainer that might alert them 
to the need to undertake specific enquir-
ies/investigations directed at detecting 
potential contamination/pollution prob-
lems.

For example, instructions may be received 
from an industrial client seeking advice

upon the value of adjoining land which 
may have been polluted or contaminated 
by the client's use of its own site, not to 
mention contamination or pollution
caused by the current owner of the site 
that is to be valued.

A valuation of a multi-storey office 
building erected during the period when 
asbestos was a common building product 
should lead a valuer to make initial 
enquiries of the client as to the client's 
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knowledge of that asbestos, particularly if 
the client was the then building owner
requiring a valuation for submission to a 
potential mortgagee.

We are aware of a firm of valuers who 
were instructed by a developer to value an 
office building which had been erected in 
the early 1960s, the building being the 
subject of a contract for sale whereby the 
developer was intending to refurbish and 
on-sell the property on a strata office floor 
basis. The client developer obtained a 
report by a consultant as to the existence 
of asbestos in the initial construction of 
the building, yet chose not to pass the 
report on to the valuer. Neither did the 
valuer enquire of the client as to whether 
or not the client had commissioned any 
separate report or had any other awareness 
of asbestos. Further the valuer failed to 
notice the extensive use of asbestos 
materials around lift cages, lagging to hot 
water pipes and in the ceiling.

After the developer client purchased the 
property, its profit was substantially
reduced and some thought was given to 
suing the valuation firm for this loss.
Although it was certainly arguable that the 
valuer had failed in his duty to his client 
by neglecting to observe the wide use of 
asbestos, and for that matter, not possess-
ing the requisite knowledge expected of 
valuers valuing buildings of that particular 
age, not to mention the failure to enquire 
of the developer client's awareness of the 
asbestos, the matter did not proceed,
primarily because the information about 
asbestos was already in the hands of the 
client.

Nonetheless, some earlier thought on the 
part of the valuer to consider making a
request of the client as to their knowledge 
of asbestos, may have saved considerable 
concern and costs at a later time.

Accordingly, it may be that a valuer will 
wish to limit the scope of his or her duties 
in some way, and in this regard this
should be made clear to the client at the

outset and recorded, preferably in writing 
signed by the client, in the retainer. For 
example, and depending upon the type of 
property, it may be prudent to have as a 
term of the retainer reference to the effect 
that the valuer's client will, in any event. 
obtain a site audit or environmental
impact study. Such an approach would 
probably be predicated upon a valuer's 
initial concern about the property such as 
in the case of a valuer valuing a known 
"problem" site, eg a now vacant site
which was used for many years as a 
timber treatment plant.

By way of further example so as to 
confirm the previously made point about 
what might be considered the bare mini-
mum requirement of a valuer's standard of 
care, and further considering the issue of
the retainer, it is interesting to note the 
"Model Instructions to Valuers for Com-
mercial and Industrial Property", as 
adopted by the AIVLE as a guide to the 
banking industry when instructing valuers. 
As was reported in an article in the Valuer 
and Land Economist (November, 1993) p. 
573 Regarding the `Model" at page 575:

"Environmental Matters

The existence of any past, current or 

potential environment hazard or
contamination should be reported to 
the lender if identified by the valuer. 
If necessary the valuer should advise 
the requirement for an environmental 
audit before proceeding with the
valuation. Where an adequately 
detailed environmental assessment
report is available, the valuer should 
comment, if possible, on the effect of 
the contamination on the value and 
marketability of the property... The 
valuer should consider the property in 
relation to all relevant AIVLE stand-
ards."

Those model instructions relating to what 
the Australian banking industry appears to 
require of valuers regarding environmen-
tal matters, are most instructive in that

they talk about "past, current or potential 
environmental hazard or contamination", 
and it is expected of valuers that they will 
have considered, and as such be aware, of 
AIVLE standards, such as the Standard
(and all that is referred to in the Standard). 

It should be further noted that the AIVLE 

introduced a "Mortgage Valuation Prac-

tice Standard" in September 1993, so as to 

provide guidelines as to what was ex-
pected of valuers in undertaking residen-
tial valuations for mortgage purposes.
Under the heading of "Report Format" at 
paragraph 4.1 of the Mortgage Valuation 
Practice Standard, it is stated:

"A description of the nature of the 
site, its services and details of any 
significant observable/visual and/or 
known defects or hazards eg. flood-
ing, land slip, observable or known 
site contamination, inadequate
drainage etc.

If the Valuer is concerned as to the 
possibility of site contamination at 
inspection he/she should where
possible make all appropriate enquir-
ies, including enquiries of the rel-
evant statutory authority (local or 
otherwise) as to the history and 
previous use of the site and an
appropriate qualification as to the 
result of such investigation should
where necessary, be incorporated 
within the valuation report.

The Valuer should indicate that he/ 
she is not an expert in contamination 
issues (unless otherwise the case)
where comment is made on such 
matters."

It seems clear when having regard to what 
is now required of Australian valuers in 
undertaking certain valuations pursuant to 
instructions from the banking industry that 
it is a term of the retainer that those
valuers be aware of all relevant AIVLE 
standards, thereby insisting upon valuers 
performing their retainer with the knowl-
edge and awareness of all that is provided 
in those standards. 

Knowledge of Site history and Pre/Post-Inspection Investigations

Valuers cannot rely on the fact that 
because the present use of a property is 
not environmentally hazardous they can 
assume that there is no danger of the land 
being contaminated. It is necessary to 
ensure that the historical land use of the 
site is also examined to the extent that 
there is no existing environmental danger 
or that it poses no potential environmental

danger to which the client should be 
alerted.

The first source of information should 
usually be the owner of the property and 
those concerned with and/or owning
neighbouring properties. Such inquiries 
alone will not, however, usually be
sufficient unless a clear understanding of a 
potential problem arises from those

investigations. As is stated at paragraph
3.1 of the Standard:

"Previous owners and employees can 
be a good source of information on 
the property's history. Local councils 
can provide a wealth of information 
on more prominent properties, and a 
search of titles can provide some
indication of former use. Many State 
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Governments have aerial photographs 
that can assist in identifying some
former uses. Government departments
such as those involved with mining, 
public water supply, environment and 
health, may have regulating records 
and other useful information."

Where such information is available, the 
valuer should trace the historical land use 
as far as possible, record all prior land
uses, and carefully consider their potential 
environmental impact. Although the
Standard sets out these requirements for 
Australian valuers, we can see no reason 
why there would be any different require-
ment for valuers in New Zealand.

Where such records are not readily 
available or the cost or delay in obtaining 
such records makes this task impractical, 
the valuer should ensure that the valuation 
is made subject to a clear and precise 
qualification recommending that further 
investigation is made and offering to 
review the valuation once such informa-
tion is available.

Once alerted that a past proprietor may 
have had a land use and/or reputation for 
engaging in environmentally hazardous 
activities, or whose company name
discloses the type of land use of a particu-
lar property, a valuer should try and
conclude through further investigation that 
there was, or is, or maybe there has been, 
contamination or pollution of the subject 
property. Those investigations whether

concluded or not should be covered 

thoroughly in the report to the client. 

In an article by Mr R R Nathans, titled 

"Additional Risks for Valuers" (the
Valuer and Land Economist, February 
1993, 363 at 366-367) Mr Nathan dis-
cusses the investigations as to site history.

The Valuation Report

Every valuation report should, as a matter 
of course, contain a suitable qualification 
regarding environmental liability and, in 
particular, it should cite the limited extent 
of the investigations carried out. As
always, the qualification clause should 
reflect the scope of the valuer's duty as 
agreed with the client and formalised in 
the initial retainer or any subsequent
modification of that retainer. Of course, 
incorporation of such a qualification
cannot be expected to override a situation 
where the valuer was aware of or ought to 
have been aware of an environmental
problem, but did not report upon the 
problem and its impact on value. 

At page 367, he says:

"In this regard, valuers now need to 
go back as far as council or other 
statutory records will permit to
investigate and to carefully log all 
previous land uses. If municipal
records indicate an existing industrial 
or related use of the site at the time 
local record-keeping began, and such 
use may have had the potential to
contaminate, it may in certain cir-
cumstances be necessary to make 
searches of other Government ar-
chives (for example, the Land Titles

Office) to establish the full history of 
the site, if necessary, back to the
Crown Grant... In any event, a search 
of all predecessors in title can be
handy because identification by name 
or previous owners often can give
handy clues as to previous land use, 
either simply by reference to the
name, for example, APC Paint 
Manufacturing Pty Limited, or to 
reputation."

In addition to making enquiries as to the 
property's prior land use, it is prudent to 
enquire about current and previous land 
use of neighbouring and adjoining proper-
ties. Often one polluting site may con-
taminate nearby and adjoining properties 
and vice versa. Aerial photographs that 
are kept in municipal and council records 
may reveal likely problems from neigh-
bouring properties. An example of this 
may be where a valuer is valuing an
industrial property situated adjacent to a 
particular smelter operation which emits 
certain contaminants.

It may even be that enquiries of an 
appropriate authority will reveal a past

The following qualifications may be 
suitable where the valuer's investigation 
and site inspection reveal no evidence of 
environmental problems. They are hypo-
thetical examples of qualifications that 
may apply. They are not exhaustive 
examples and it is recommended valuers 
consider each situation to be covered and 
the words needed to express the valuer's 
position.

"A site inspection has not revealed 
any obvious pollution or contamina-
tion. Therefore, this valuation has 
been prepared on the basis that the 
site is not contaminated and has not 
been affected by pollutants of any

breach of environmental legislation, so as 
to alert a valuer to the fact that the
property has been polluted or contami-
nated in some way (and may still be
contaminated even if the [then] owner has 
been prosecuted) even if the initial
pollution and/or contamination has ceased 
and (allegedly) been cleaned up. In any 
event, alert the reader of the valuation
report to the need for a check of the 
property.

This raises the general issue of the need 
for valuers to be aware of particular
legislation that either provides assistance 
and direction as to likely contamination 
and/or pollution, or alternatively, legisla-
tion which raises requirements that will 
affect the value of land through the
operation of that legislation whereby a 
restriction applies to the property.

In certain Australian States, environmen-
tal protection authorities have begun to 
compile registers of contaminated sites. It 
is our understanding that these registers 
are not complete at this time. In addition, 
the Environmental Protection Authority in
another State keeps an informal register of 
contaminated sites although the register is 
not required by legislation, nor is the
recording of properties on the register, 
compulsory. When such registers are
available to valuers in New Zealand, then 
it would be worthwhile considering a
search of the register, particularly if the 
valuer has some cause for concern. If a 
client initially limits the valuer's instruc-
tions, it would be strongly recommended 
that a suitably worded qualification to the 
effect that "a search of the register (or
other statutory records) should be under-
taken" be added to the report.

kind. Any contamination of the land 
or existence of pollutants on the land 
is likely to affect the value of the land. 
Verification that the property is free 

from contamination and has not been 
affected by pollutants of any kind

should be obtained from a suitably 
qualified environmental consultant.

Should subsequent investigation show 
that the site is contaminated, our

valuation will require revision." "The 

site has been used for residen-

tial purposes for at least "x" years (a 

considerable period).

We are not experts in identifying 

environmental hazards, but our
inspection of the site did not reveal 
any contamination or pollution 
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affectation. However, we would 
recommend that a check be made with 
an environmental consultant. Should 
subsequent investigation show that 
the site is contaminated, our valuation 
will require revision.

Our enquiries at the local Council 
indicate that the site is not recorded
as having previously been used for an 
industrial manufacturing use or for 
the storage (either above ground or 
underground) of any chemical
substance. Our enquiries indicate that 
the Environmental Planning Author-
ity is unaware of the existence of any 
site contamination. Whilst our
inspection of the site surface confirms 
the result of those enquiries, we have 
not investigated the site beneath the 
surface or undertaken vegetation,
ground water or soil sampling. This 
valuation is therefore subject to a

satisfactory contaminated site assess-
ment report from environmental
consultants."

Reference should also be made to further 
examples of qualification clauses con-
tained within the Standard. It is empha-
sised again that valuers should not just 
adopt a predetermined qualification
clause; there being no such thing as a 
"clause for all occasions".

Where the valuer reaches the conclusion, 
based upon his or her investigation and 
site inspection, that there may exist
potential or actual environmental prob-
lems, then the valuer will be required to 
follow that "trail of suspicion" to its end 
or make a strong recommendation that 
some other expert be retained before

completion of the valuation. Refer to
Smith v Eric S Bush, Roberts v Hampson,
mentioned earlier in this paper. As the 
environment is quite a specialised area, 
the valuer will not normally be suitably
qualified to go beyond the initial detection 
of environmental problems. Therefore this 
"follow-up" will involve a recommenda-
tion being made to the client that a full
environmental audit be obtained from a 
suitably qualified expert. Where the client 
accepts the valuers advice and obtains an 
environmental audit the valuer should,
where possible, postpone the completion 
of his or her report until the audit results 
are available. These results should be
considered closely in determining the 
property value and should in all cases be 
explicitly referred to in the valuation 
report. Alternatively, the valuer may

complete the valuation before the environ-
mental audit is undertaken. Where this
latter course is followed, the valuation 
report should refer to the factors that 
reveal the likelihood of environmental
problems, state clearly that the valuer is 
not an expert in environmental matters 
and that the valuation given is made
subject to the making of a full environ-

mental audit. The valuation should be

made on the basis that upon receipt of the 

environmental audit the valuation should be 

resubmitted to the valuer for review. Where 

the client decides, against the
valuers advice, not to obtain an environ-
mental audit, the valuer must consider 
carefully whether he or she should make 
any valuation. This decision will depend 
upon the likelihood of contamination and
the apparent extent of contamination. It is 
submitted that the valuer may continue
with the valuation in most cases, provided 
that great care is taken and the valuer

makes it quite clear that he/she is com-
pleting the valuation on this basis and that 

the valuation is strongly qualified to 
reflect the particular instructions. In 
particular, the valuer should only proceed 

after ensuring that specific written instruc-
tions, signed by the client, are received. 
These instructions should state that the 

valuer has advised the client to seek a full 
environmental audit, together with the 
reasons for that advice, and a statement, 

that despite this advice, the client wishes 
the valuer to proceed with the valuation 
on the understanding that the valuer 

accepts no liability for any environmental 
problems as they affect value. In addition, 
the valuation report given in pursuance of 

these instructions should contain full 
details of any evidence of potential 
environmental problems revealed by the 

valuer, a strong disclaimer stating that the 
valuer is not an environmental expert and 
accepts no liability for any loss arising 

from the environmental condition of the 
property, and a recital of the circum-
stances in which the valuer advised that an 

expert environmental audit be carried out. 
Such an exercise, is therefore, an exercise 
in risk transfer. That is, the client (and 

also third parties) understands who is 
accepting the risk by having the valuer 
complete his/her valuation on that basis. 

The following qualifications illustrate the 
type of information that should be identi-
fied in a valuation report where the 

valuer's investigation and inspection 
reveal some evidence of contamination.

These are obviously only hypothetical 
examples and are not exhaustive in terms 
of what might be appropriate.

"From our inspection of the property 
we consider that there is the potential 

for (detail past and/or current con-
tamination) to exist and would
recommend that an environmental
audit be undertaken. Please note that 
our valuation has been assessed on 
the basis of no onsite contamination. 
Should the abovementioned audit
reveal any contamination, our valua-
tion will require revision."

"The site is (or has been) occupied by 
(insert details) which, having regard to 
the nature of the site use (eg
processing of chemicals used or 
stored) has a potential to cause (soil) 
contamination. Our enquiries indicate 
that the Environmental Planning 
Authority is unaware of any contami-
nation, however, we recommend that 
an inspection be undertaken by 
(details of experts) to reveal any 
contamination, and if so, our valua-
tion will require revision."

"The site (has been used for) (adjoins 
a site) which (has been, is) used for 
an industry which can cause environ-
mental pollution (provide details).

Our inspection of the site did not 

reveal any contamination, however, 
as we are not experts in identifying 
environmental hazards, we recom-
mend that an environmental consult-
ant be engaged to confirm that the 
site is not contaminated."

"Consequently, our valuation is on 
the basis that the site is not contami-
nated and if subsequent investigation
shows the site to be contaminated, our 
valuation will require revision."

"Our inspection of the site revealed 
(oil or similar industrial filling, etc) 
which may be an environmental
pollutant."

"We recommend that an environmen-
tal consultant should be engaged to 
inspect and report on the site."

"Our valuation is on the basis of an 
environmental consultant confirming 
that the abovementioned possible

contamination does not affect the 
property and does not require costly 
removal or site treatment. If the
consultant's report indicates costly 
removal or site treatment is necessary, 
our valuation will require revision." 
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Cleaning Up the Mess! not allow you to deal with environ-
mental matters or you do not have the

If it wasn't enough for valuers to be expertise to estimate costs of 
concerned about being held liable for their

SEPTEMBER 1994

Summary
The recent expansion in the significance 
of potential environmental problems and

failure to detect and report upon potential 
or actual contamination/pollution, then it 
is possible that a liability could arise in the 
way in which a valuer reports upon such 
contamination or pollution and its 
concomitant effect on value.

Obviously, land that is contaminated or 
polluted or adjacent to contaminated or 
polluted land, will generally be worth less 
than land not so affected. It is not the
purpose of this paper to attempt to under-
take the valuer's role in assessing the
effect or impact on value caused by such 
contamination or pollution.

Nonetheless, it may be that a further 
liability arises when valuers advise upon 
the "cleaning up of the mess", when such 
advice fads short of what is required to do 
so and as such has an overall impact upon 
value.

As Mr Nathans states in his excellent 
article, op cit, at page 368:

"If you discover land degradation or 
land in such state of contamination 
that it requires remediation, value the 
land in accordance with your re-
tainer. Value it as you find it without 
making uneducated assumptions
about the costs of rectification or 
remediation. If your experience does

remediation, you have a duty to make 
the appropriate qualification recom-
mending further investigation.
Failing to do so may amount to 
negligence."

Although Mr Nathans then further sug-
gests that it may be incumbent upon a
valuer to provide, from time to time, costs 
of carrying out works required by certain 
authorities, it is submitted that the better 
position for valuers to take is to, firstly, 
attempt to assess the impact on value of 
certain contamination and, if possible, the 
remediation work needed for correction, 
but only to do so by adopting and follow-
ing valuation principles which are known 
to valuers and are within the expertise of 
the valuers. To do otherwise may place a 
valuer outside his or her expertise.

Secondly, if it is not possible nor within 
the expertise and experience of a valuer to 
provide an assessment of impact of such 
contamination and/or pollution, and any 
remediation required, then as Mr Nathans 
quite properly states, a strong recommen-
dation and/or appropriately worded
disclaimer/qualification should be inserted 
in the valuation report, along with a
recommendation that the valuer provide 
further verbal endorsement to the client of 
the view set out in the report.
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1. Introduction

Protection of the environment was not 
recognised as a significant political issue 
until about 1970 when the USA adopted 
the National Environmental Policy
(NEPAL). Global concern was highlighted 
by the United Nations in the 1972 Stock-
holm Declaration; viz:

"Man has the fundamental right to 
freedom, equality and adequate
conditions of life, and an environment 
of a quality that permits a life of
dignity and well-being".

Environmental control is now a matter of 
major community concern and in most 
developed countries environmental issues 
no longer take second place to economic 
and industrial development.

Whilst environmental control legislation 
has been in force in all States of Australia 
for many years, the environment and the 
nature and scope of control of pollution 
continues to be a matter of constant and 
intense debate.

As a consequence of political reactions to 
community pressure the last decade has 
seen a plethora of comprehensive and
hard-hitting legislation in Australia, with 
the emphasis upon a new range of envi-
ronmental crimes to control activities
which are likely to affect the environment.

caused the contamination. Clean-up 
obligations and costs may be imposed 
even after disposal of the land and the 
termination of the activities.

Environmental issues now have a most 
efficient and increasingly important
impact upon the development and use of 
land and upon land value. Failure to
recognise and consider such matters have 
exposed valuers and land managers to
significant negligence claims. 
Land use now requires a wide range of 

approvals and licences. Most legislation 
now also seeks to make even statutory
authorities who use or permit others to use 

public land to be environmentally sensi-
tive' in the grant of any approval to carry 
out the activity.

However, the trend is now away from 
solely a "control and command" approach 
which only punishes after pollution, to 
civil enforcement and strategies which 
will compel private sector enforcement. 
The trend is to create or consolidate State 
and Federal environmental protection 
authorities with big budgets and wide 
powers. Such agencies are liable to 
enforce the new legislation, with less

emphasis on punishment and are likely to 
impose and encourage economic incen-
tives upon industry to improve or protect 
the environment. Compliance with
environmental responsibilities is increas-
ingly being enforced by groups other than 
regulatory authorities.

To avoid accepting liability, financial 
institutions and parties to the sale or lease 
of land have been compelled to assume a 
role in environmental monitoring. Corpo-
rations now, as a matter of course intro-
duce comprehensive due diligence 
programmes to protect directors or 
managers from prosecution.

This paper will discuss these changes and 
trends in environmental control, problems 
arising therefrom and effect upon land use 
and its value. 

New South Wales has led in such areas, 2. International Environmental Problems
followed by Victoria and Queensland, and
most other States are likely to follow. 
Environmental laws impose heavy penal-
ties on activities which cause pollution or 
are likely to harm the environment. Such 
liability to to such fines extends not only 
to users and occupiers of land, but to the 
owner of the waste or the person who

International conferences have identified 
the following as major influences upon the 
world environment:

(a) World climate change induced by 
greenhouse gases;

(b) Increased pollution and toxification of 
air and water;

(c) Destruction of the stratospheric ozone 
layer; and

(d) Desertification of terrestrial and 
aquatic ecosystems.

These factors give rise to the following 
problems, some of which are unlikely to 
have an effect upon the value of land in 
the short term: 

I e.g. Part 5 of Environmental Planning Assessment Act (NSW) 1979. 

This paper was presented as the Keynote address at the NZIV Seminar 
held at the Rose Park Hotel, Auckland, on 18 April 1994. 
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(i) Sea Level Change middle of the next century;

It is claimed that sea level has risen by (e) increased use of chemicals and
ten to 20 centimetres over the last other polluting substances, particu-
century and predicted to accelerate to larly in industry and agriculture. 
30-50 centimetres by 2050. If this

SEPTEMBER 1994

five capital cities. That 1992 survey4 
revealed that whilst 90% surveyed had 
little or no knowledge of the chemical
industry 75% were nevertheless concerned 
with the operation of the chemical indus-

actually happens it will, in the long 
term, threaten low islands and coastal 
zones and make some island countries 
uninhabitable. Land usage and values
in coastal areas will at some stage alter 
significantly.

(ii) Water Resources

Water availability in areas of marginal 
precipitation are predicted to decrease 
in the long term.

(iii) Forestry

Forests which are sensitive to warmer 
temperatures are predicted to be
reduced at some future time. Changes 
in precipitation are also likely to
reduce forest areas.

(iv) Deforestation

Whilst deforestation is mainly an 
activity in the temperate latitudes,
it is now carried out on an increasing 
scale in the tropics. It is also a long 
term problem which increases the
atmospheric concentration of change. 
Deforestation contributes to a wide 
range of environmental damage by 
way of increase of erosion of soils, a 
reduction in the capacity of soils to
hold water and an increased likelihood 
and severity of floods.

(v) Land Degradation and Polluted 
Discharges

This is an immediate and increasing 
problem affecting land value. The 
main causes of land degradation and 
polluted discharges are said to be:

Initially regulatory authorities in Australia 
were substantially influenced by the
nature and scope of environmental control 
legislation and practices in Europe, but 
most of all by the USA' where CERCLA 
imposed strict joint and several retrospec-
tive liability on polluters. Public pressure 
has influenced governments to introduce
similar legislation in Australia, but not yet 
as onerous. In the USA a person with any 
degree of responsibility was made liable for 
the entire cost of restoring a site.
CERCLA was supplemented by legisla-
tion which imposed `cradle to grave'
responsibility for the handling hazardous 
waste.'

To date, whilst Australian governments 
are concerned with the likely long term 
environmental problems, they have
resorted mainly to issues related to 
pollution of air and water and land 
degradation.

Public pressure upon politicians and 
public concern for the environment has 
been highlighted by the results of a
number of surveys. In a survey into public 
concern as to major crimes, environmental 
pollution was nominated as the third-most 
serious crime. Surprisingly many serious 
crimes were regarded as being of less
significance.

Many industries are now most conscious 
of a bad public image and the chemical 
industry was unpleasantly surprised by
survey results from residents in Australia's

try. Of most concern was that the public 
generally believed that the industry is
associated with danger from pollution and 
health, is involved in secrecy, dishonesty 
and lack of ethics.

Politicians continue to respond to such 
public concern for the environment by 
creating more environmental crimes with
ever-increasing, substantial, penalties and 
wide-ranging liability for clean up costs. 
This is usually described as a "command 
and control" system. Regularly, experi-
ence has shown that such approaches have 
limited success other than to punish acts 
of pollution.

That system has community support 
because, by creating new offences with 
heavy penalties and regular prosecutions, 
politicians are seen to be protecting the 
environment. Unfortunately, this is a false 
perception and punishment does not 
usually prevent or abate pollution. 
Nevertheless, this type of legislation will 
always remain because it is inevitable that 
an effective environmental control regime 
be backed by command and control 
legislation to punish acts of pollution. 
However, in recent years the trend has 
increasingly been to rely more on civil 
enforcement of control obligations and 
prevent pollution and to adopt strategies 
to encourage private sector induced 
environmental monitoring and control 
practices. 

(a) acidification caused by emission of 3. Structure of Government in Australia
fossil fuels;

(b) increased runoff of precipitation 
and flooding caused by deforesta-
tion, water-logging and 
salinisation;

(c) increased use of marginal land for 
agricultural production;

(d) rapid increase in world population, 
particularly in the developing
world - since 1950, world popula-
tion has increased from 2.5 billion 
to about 5 billion people and
expected to double again before the

2

Unfortunately, many strategies to encour-
age private sector control cannot be
enforced by law because Australia does 
not possess comprehensive or uniform
national legislation to protect the environ-
ment.

The Commonwealth of Australia is a 
federation with three tiers of government, 
namely Federal, State and Local. The 
power of the Federal Parliament is 
dictated by the Australian Constitution. 
There is no specific power in the Constitu-
tion which gives the Federal Parliament

the power to make laws with regard to the 
environment. Hence, historically, environ-
mental legislation has emanated from the 
State Parliaments. Increasingly, however, 
there is pressure upon the Federal Govern-
ment to use its constitutional power over 
trading corporations, trade and commerce 
and external affairs to make laws with

respect to environmental protection. 

At the United National Conference on
Environment and Development, held in 
Brazil in June 1992, Australia committed 
us to the Conference objectives. When 
implemented, recommended controls will 
probably have a most significant impact

cf. Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA) commonly known as "Superfund".

Resource Conservation and Recovery Act. 

° UNIDO conference Melbourne, 7 October 1993.

upon industry, particularly mining and 
heavy industry.

(Continues on Page 37) 
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LEGAL ISSUES
Companies Act Reform 

D Quigg & R O'Neill 

A. Introduction

The Companies Act 1993 ("the 1993 
Act") came into effect on 1 July 1994.
The 1993 Act will impact on all valuers 
that are either incorporated as companies, 
or where valuers provide their services to 
clients that are companies.

It is therefore imperative for all valuers at 
the very least to be aware of the new
reforms, so that they can make informed 
decisions and gain the best possible
commercial advantage in respect of both 
the valuer's own company, and providing/

expanding service to client companies. 

This article is divided as follows;

•   A general overview of the reforms
introduced by the 1993 Act;

• A summary of the advantages and
disadvantages of re-registration under 
the 1993 Act;

• Areas in which a valuers' company
clients may seek valuers' advice as a 
result of the 1993 Act (and therefore 
create marketing opportunities for 
valuers).

B. Overview of Reforms David Quigg is a Partner in the Commer-
cial Department of Kensington Swan's

Immediate Changes

Immediate changes to the existing Com-
panies Act 1955 became effective on I 
July 1994. Whether a company is regis-
tered under the 1955 Act or the 1993 Act
a number of the reforms introduced by the 
1993 Act already apply. Some of these are 
as follows;

Directors' duties and liabilities: Funda-
mental reform of directors' duties, powers 
and liabilities has increased the standard 
of responsibility required of directors
significantly.

Shareholders' rights: Greater enforce-
ability of the new directors' duties is
given to shareholders through the use of, 
for example, "derivative actions" by
shareholders. A "derivative action" is the 
ability of a shareholder (or a director) to-
bring an action in the name of the com-
pany and at the cost of the company. The 
shareholders are also given easier access 
to more powerful rights to obtain informa-
tion in respect of the company, which will 
further increase the ability for sharehold-
ers to enforce directors' duties. This will 
result in a greater risk of directors having

personal claims being made against 
directors.

Directors of subsidiaries: Directors of 
subsidiaries and joint venture companies 
are able to act in the best interests of the 
parent company or appointing share-
holder, if expressly provided for in the 
Company's constitution. This is particu-
larly useful in group company situations 
where, for example, a director of a
subsidiary company is able to act in the 
best interests of the parent company,
rather than having to act solely in the best 
interests of the subsidiary company.

Directors' and officers' liability indem-
nity insurance: Perhaps as a result of the 
increase in the exposure of directors to
liabilities, the legislators have widened the 
ability for the company to provide insur-
ance and indemnity for directors and
employees.

Name protection: A new company name 
approval regime will also apply immedi-
ately. As a result, only applications to the 
Companies Office for approvals of names 
identical or almost identical to existing
companies will be refused by the Registrar

Wellington office. David has written 
papers and presented seminars on a wide 
range of topics relating to the new 
Companies Act 1993.

of Companies. The legislators have 
decided that the commercial community 
will need to bring actions for breach of 
trade names and trade marks under the 
Fair Trading Act or for common law 
passing off, in order to defeat rival parties 
wishing to benefit from another's good-
will.

Amalgamations: A new procedure 
known as an "amalgamation" has been
made available to companies. Although 
this procedure will be useful in the merger 
of unrelated parties, the use of the amalga-
mation procedure is most effective as a
time and cost- efficient alternative method 
to winding up unwanted companies in a 
group of companies. Instead of having to 
transfer the assets of the unwanted com-
pany to another group company (thus
requiring the consents of landlords, lessors 
and contractors), the assets and liabilities 

This material has been prepared as a Member Service for the NZIV by KENSINGTON SWAN, Barristers, Solicitors & Notaries Public
in Auckland and Wellington. Members having any enquiries on the issues reported should contact the offices of Kensington Swan or their
own legal advisors. The NZIV accepts no responsibility for the opinions expressed.

AUCKLAND 0   WELLINGTON
1
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Ross O'Neill is a Senior Solicitor in the 
Commercial Department of Kensington 
Swan's Wellington office. Ross, together 
with David has written papers and
presented seminars and papers on a wide 
range of topics relating to the Companies 
Act 1993, and is co-ordinating re-
registration advice for clients.

of the amalgamating company vest in the 
amalgamated company.

No common seal: Subject to the require-
ments of the Act, the requirements in
respect of the execution of documents by 
companies has been reformed to allow 
companies to execute documents without 
having to affix the common seal. How-
ever, companies may continue to use the 
common seal if provided for in the
constitution.

Reforms affecting companies under
the 1993 Act only
Companies that are either incorporated 
after 1 July 1994, or are re-registered 
under the 1993 Act are subject to the 
following reforms;

Capital maintenance rules relaxed: The 
existing "capital maintenance rules"
which have previously dominated com-
pany law in New Zealand have been 
relaxed. This involves the abolition of
concepts such as par value of shares and 
nominal capital, which have been replaced 
by permitting a company to buy its own 
shares, and greater freedom in the financ-
ing of the acquisition of its shares, subject 
to statutory protection for shareholders
and creditors.
Public/private distinction gone: The 
distinction between a private company 

and a public company is abolished. 
Previously, any company that had more 
than seven shareholders was required to be 
incorporated as a public company, and 
accordingly had to undertake the expense 
of having their accounts audited and 
subjecting their financial accounts to 
public analysis by filing their accounts at 
the Companies Office. Under the 1993 
Act, only companies that are Issuers or 
subsidiaries of overseas companies are 
required to have the accounts audited and 
filed at the Companies Office.

Solvency test: There is a general prohibi-
tion on companies making "distributions" 
unless the directors believe that the
company can satisfy a statutory solvency 
test immediately after the distribution. 
The solvency test comprises two parts, a
liquidity test whereby the company must 
be able to pay its debts as they become 
due in the normal course of business, and 
a balance sheet test whereby the value of 
a company's total assets must be greater 
than the value of its total liabilities
(including contingent liabilities) immedi-
ately after the distribution is made. It
should be noted that the definition of a 
"distribution" is very widely cast under 
the 1993 Act. The definition includes the 
payment of a dividend by the company, 
but is wide enough to also include, for
example, the payment of excessive 
salaries to shareholders which are in-
tended payments to avoid the payment of a 
dividend.

Major transaction: The entering into of 
a "major transaction" requires approval by 
special resolution of the shareholders of 
the company. A "major transaction" is
the acquisition or disposition of assets or 
the incurring of liabilities equivalent to 
the greater part of the company's assets.

Compulsory minority buyout: There are 
provisions allowing "dissenting sharehold-
ers" to require the company to compulso-
rily purchase their shares in certain
circumstances. A "dissenting share-
holder" is any shareholder who votes
against certain resolutions (e.g. a major 
transaction) passed by the majority
shareholders.

Constitution: Although the 1993 Act 
does not require a company to have a
constitution (a constitution is similar to a 
Company's Articles of Association under 
the 1955 Act) it is likely that most compa-
nies will, in any event, require a constitu-
tion to take advantage of the added
flexibilities provided by the 1993 Act (e.g. 
share buyback rights) and to ensure that 
both existing unique shareholders' rights 
and unique existing company procedures 
continue to be provided for.

C. Re-Registration
When is the best time?

As most people are now aware, existing 
companies are required to re-register 
under the 1993 Act during the period I 
July 1994 to 1 July 1997.

Because companies have three years 
within which to re-register, they need to 
ensure that maximum benefit is derived 
from the timing of re-registration. It is 
therefore a process of balancing the 
advantages of re-registration against the 
disadvantages of re-registration. This will 
enable the directors to decide whether it is 
commercially advantageous to re-register 
early, or whether the disadvantages of re-
registration will result in the decision to 
re-register being left to a later date. 
Unfortunately, there is no general rule as 
to the best time to re-register. We have 
already advised some corporate clients 
(large and small) that they should re-
register under the 1993 Act immediately, 
and other corporate clients that they 
should delay re-registration for as long as 
possible. From our experience therefore, 
there is a danger in taking a global 
approach in relation to re-registration. It 
is advisable to seek legal advice so that a 
specific recommendation can be made 
based on the circumstances of each 
company.

Until an existing company re-registers, it 
continues to be governed by the 1955 Act. 
However, as indicated above, a number of 
amendments have been made to both the 
1993 Act and the 1955 Act. For example, 
the widened directors' duties, powers and 
obligations, enhanced shareholders' rights 
and simplified amalgamation procedures 
all apply to a company whether it re-
registers or not. Therefore, these matters 
will play no part in the decision on the 
timing of re-registration.

If a company is uncomfortable with the 
reforms, and in particular the enhanced 
directors' duties, consideration should be
given to whether a company structure is in 
fact the most appropriate vehicle with
which to operate a valuation business. 
The increase in personal liability on
directors, not just in the area of corporate 
law but also in respect of, for example, the 
Resource Management Act and the
Building Act, together with the require-
ment for directors to give personal
guarantees in respect of business obliga-
tions, have to a large extent eroded the 
"corporate veil" protection that many
company proprietors believe is available 
to them. It may be that partnerships,
trading trustees, or sole trading ventures 
are valid alternatives. 
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Although it is impossible to generalise, 
the advantages and disadvantages of re-
registration can be categorised as follows:

Advantages of Re-registration

Advantages of early re-registration 
include;

Avoid changing Articles of Association: 
The ability to take advantage of some of 
the reforms immediately without having 
to first change the Articles of Association, 
and then at a later date re-register the
company. This will save both time and 
money. Important reforms that require a 
change to the Articles of Association are 
the widened directors' and officers'
liability insurance, the ability for the 
company to act in the best interests of the 
parent company, and the ability to do 
away with the common seal.

Capital Flexibility: Companies will be 
able to reduce capital without court
approval and purchase their own shares 
(e.g. by buying out a retiring shareholder). 
This will be useful for example, in closely 
held companies where a proprietor wishes 
to retire or transfer his or her holding.
The company can simply buy the shares 
without having to find a purchaser or the

The reforms introduced by the 1993 Act 
have opened up opportunities for the
commercial community. In particular, we 
believe that valuers that have an under-
standing of the 1993 Act and the implica-
tions it has for directors and senior
management of client companies have an 
opportunity to use that knowledge in the 
marketing of valuation services, in order 
to gain a commercial advantage over
competitors.

As discussed earlier, the 1993 Act in-
creases the duties and obligations of 
directors. Coupled with the increase in 
directors' duties and obligations is an
increase in the fines and penalties that can 
be imposed on directors for breaching
their duties, and the requirement for 
directors to undertake specific procedures 
prior to undertaking particular actions. 
Solvency Test: The first area in which we 
believe this will open opportunities for 
valuers is the requirement to satisfy the 
solvency test. One of the fundamental 
changes introduced by the 1993 Act is the 
requirement that directors who vote in 
favour of making a distribution (e.g. 
paying a dividend) must sign a certificate 
stating that, in their opinion, the company

other proprietor having to purchase his or 
her shares.

Easier Administration: Companies will 
only be required to have one shareholder. 
They will not be required to have either a 
company secretary or a common seal.

In some company structures, there is an 
ability to avoid the requirement for
executive directors (i.e. directors that are 
also employees of the company) to
disclose their total remuneration.

Disadvantages of early Re-registration

The disadvantages of early re-registration 
include;

(a) Major Transaction: The requirement 
for a special resolution of shareholders
who vote against the resolution to pass 
a "major transaction", and related
rights of minority shareholders to 
require the company to purchase their 
shares.

(b) Solvency Test: Satisfaction of the 
statutory "solvency test" prior to the
making of a distribution (e.g. a divi-
dend);

(c) Compliance Cost: An increase in 
compliance costs will occur (e.g. the

Marketing Opportunities

will, immediately after the payment of the 
dividend, satisfy the solvency test, and the 
grounds for that opinion.

The important points to note here are; It 
is not the Board as a whole that signs the 
certificate, but each director who voted 
in favour of the distribution.

Whether the company satisfies the sol-
vency test must be determined in each
director's own opinion, and each director 
must provide grounds for that opinion. 
Directors who sign the certificate when 
reasonable grounds did not exist will be 
personally liable to the company to repay 
the company so much of the distribution 
as is not able to be recovered from
shareholders.

Therefore, directors will want to be 
particularly careful to ensure that, prior to 
execution of the certificate, their opinion 
that the company will satisfy the solvency 
test is founded on reasonable grounds. 
Moreover, directors will be wanting to 
create a "paper trail", whereby at a later 
date he or she can point to certain docu-
mentary evidence on which to base the 
claim that their decision was based on 
reasonable grounds.

requirement to prepare an annual 
report, maintain an interests register, 
and prepare numerous directors' 
certificates).

Deemed Re-registration

Any company that has not re-registered 
prior to 1 July 1997 will be deemed re-
registered, and thus automatically be re-
registered under the 1993 Act. A number 
of our clients have suggested that they do 
not wish to undertake the time and
expense of re-registration, but will merely 
allow their company to be re-registered 
under the 1993 Act under the "deemed re-
registration" regime. We do not recom-
mend this as an appropriate course of
action. Deemed re-registration will mean 
that the existing Articles of Association 
and Memorandum of Association of the 
company will automatically no longer
apply, and thus all of the particular rights 
given to shareholders will be lost. Share-
holders that are prejudiced by this action 
will be able to bring an action against the 
company and, in particular, may be able 
to force the company to purchase their 
shares.

In respect of satisfaction of the solvency 
test, this "paper trail" will invariably
include a certificate from the company 
accountants or auditors that the company 
has satisfied the solvency test.

As stated above, one of the limbs of the 
solvency test is that the assets of the
company must exceed the liabilities of the 
company. However, it may not be enough 
that the directors merely rely on a certifi-
cate from the accountants or auditors if
they have certain knowledge that may 
render assets to be worth less than the 
liabilities. The requirement for directors 
to investigate thoroughly is reflected in 
Section 4(2)(a)(ii) of the 1993 Act
whereby the directors must have regard to:

"all other circumstances that the 
directors know or ought to know
effect, or may effect, the value of the 
company's assets..."

A common example will be that the fair 
market value of a property is not reflected 
in the accounts relied upon by the ac-
countants or auditors preparing the 
solvency certificate.

Furthermore, the 1993 Act provides that 
the directors may rely on valuation of 
assets or estimate of liabilities that are 



reasonable in the circumstances. 
We are of the view that an opportunity 
arises here for valuers to ensure that their 
clients are aware of these provisions - that 
reliance on a certificate given by the 
company's accountants may not be 
enough in many circumstances and that as 
a result valuations may be required in 
order to protect the directors voting in 
favour of the resolution making the 
dividend or other distribution. In our 
view, directors will be especially con-
servative in respect of ensuring the 
company satisfies the solvency test as the 
"downside" (in terms of their liability) is 
so great.

Major Transactions: The second area 
where we believe there is a marketing 
opportunity for valuers relates to major 
transactions.

As discussed, a "major transaction" is the 
acquisition or disposition of an asset, the 
value of which exceeds in value the
greater part of the assets of the company. 
All major transactions must be assented to 
by special resolution of the shareholders of 
the company.

Companies will want to be satisfied prior 
to entering into a transaction that the
transaction is or is not a major transaction. 
If it is a major transaction, then the

Immediate Changes Affecting all
Companies
• Directors' duties, powers and liabilities

have increased

• Shareholders have greater ability to
bring actions against the company 

• Directors of subsidiaries are able to act
in the best interest of the parent 
company

• There is a wider ability for directors
and officers to be insured and indemni-
fied

• A new name approval procedure has
been introduced

• An amalgamations procedure has been
introduced

• The law relating to common seals has
been relaxed

Reforms Affecting Companies under 
the 1993 Act only

• The rules relating to capital mainte-
nance have been relaxed allowing 
share buybacks and financial assist-
ance

• The distinction between public and

directors will need to factor into the 
purchase or sale the likely percentage of 
minority shareholders that will vote 
against the special resolution approving 
the major transaction, and as a result may 
wish to have their shares repurchased by 
the company. If this is a significant 
number and the company cannot afford to 
purchase their shares, the directors may 
need to reassess whether it is worthwhile 
proceeding with the transaction. 
Therefore, it is imperative that the direc-
tors make an informed decision as to 
whether the transaction exceeds in value 
more than half the total value of the 
existing assets of the company. In some 
circumstances, the directors will want to 
obtain a valuation of the company to 
ensure that they have accurate figures with 
which to assess whether the transaction is 
a major transaction or not.

Interested Transactions: The third area 
where opportunities arise for valuers
relates to transactions in which a director 
has a personal interest. For example, if a 
company sells an asset of the company to 
a non-related company of which a director 
of the selling company is also a director, 
that director is deemed to have an "inter-
est". The transaction may therefore be
avoided by the selling company if the

Summary

private companies has been abolished 

• Any distribution (including the pay-
ment of a dividend) requires satisfac-
tion of a statutory solvency test

• Major transactions require approval by

special resolution of the shareholders 

• Shareholders who vote against certain
resolutions can require the company to 
purchase their shares

• A constitution replaces existing
Articles of Association and Memoran-
dum of Association

Re-registration
• Seek legal advice as to the best time

for re-registration for your company 

• Advantages of re-registration
- avoid having to change Articles of

Association

- capital flexibility

- easier administration

- ability to waive disclosures of
remuneration

• Disadvantages of early re-registration

- requirement for consent to major
transactions

company does not receive fair value 
under the contract.

Accordingly, the purchasing entity 
pursuant to a transaction in which a
director has an interest may want to obtain 
a valuation to ensure that assets they are 
purchasing are being sold at a fair value. 
Otherwise the selling company may avoid 
the contract at a later date.

Compulsory Buyouts: The fourth 
opportunity for valuers relates to the 
ability for shareholders to require the 
company to purchase their shares, for
example where the shareholder has voted 
against a major transaction. Generally, 
the price of the shares must be fair or
reasonable. Therefore, the determination 
of whether the shares are fairly or reason-
ably priced may in some situations only 
be determined by a valuation of assets of 
the company.

Strategic Alliances: The valuer should be 
aware that directors who are concerned 
about asset values will be likely to discuss 
this in the first instance with their ac-
countants. Accordingly, accounts will in 
our view be likely to "drive" the decision 
to obtain a valuation. It may therefore be 
useful to make a strategic alliance with an 
accountancy firm to capture the work that 
will become available in this area.

- requirement to satisfy the solvency
test

- compliance costs

• Avoid deemed re-registration 

Marketing Opportunities

•
Companies will be required to obtain 
valuations in respect of
- solvency test

- major transactions

- interested transaction

- compulsory purchases

• Strategic alliance with accountants is
recommended

Further Information

• Should you require further information
or assistance in respect of the new 
Companies Act reforms please contact 
any of the following at either our 
Auckland Office Phone - (09- 379-
4196) or our Wellington Office -
Phone (04- 4727-877);

Wellington Auckland

David Quigg Denham Shale

Martin Dalgleish Matt Pasley 

Ross O'Neill Steve Layburn 
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(Continued from Page 32)

3.1 Pollution Control Authorities and
Courts

Responsibility for day to day environmen-
tal management operations, contamination 
and the escape of wastes to a large extent 
was originally the duty of local govern-
ment. The legislative, regulatory and 
policy bases for all such management 
emanate from the State Parliament. The 
main control has now been effectively 
transferred to State statutory authorities
such as, in NSW the Environment Protec-
tion Authority (EPA)

The Statutes under which all public 
authorities function have now mostly been 
amended to compel the consideration by 
those bodies of environmental matters 
even when carrying out or approving 
activities on Crown land which otherwise 
required no town planning consent. As a 
consequence of public pressure, a national 
environmental protection authority has 
been established. That body will concern 
itself with research, environmental 
reporting, setting and monitoring national 
environmental quality standards and 
education.

The Australian and New Zealand Environ-
mental Council (ANZEC) is at present the 
major environmental body regulating all 
States, New Zealand and the Federal
Minister for the Environment. It publishes 
draft environmental guidelines.

Environment Protection Authorities are 
vested with wide powers not only to
control the use of land by private enter-
prise, but also the exercise of functions by 
all other public authorities if they are
likely to affect the environment. An EPA 
has the power to direct any statutory
authority, including local government, to 
exercise any power which in the opinion 
of the EPA will contribute to the protec-
tion of the environment. For that purpose, 
the EPA may exercise the powers and
function of that other statutory authority at 
its expense. Owing to the wide definition of
"environment", such powers make an EPA 
potentially the most powerful
statutory authority in the State. Thus 
licences or agreements with local govern-
ment or a public authority concerning the 
use of land might be unilaterally altered 
by direction of the EPA. Local Govern-
ment or a regulatory authority may be 
directed to exercise statutory powers to

Land and Environment Court has been set 
up in NSW.

It has exclusive jurisdiction to determine 
appeals and administrative decisions made 
under environmental law.

It is a superior Court and Judges exercise a 
supervisory role of judicial review of the 
environmental laws.

The Court has a wide criminal jurisdiction 
to hear and determine prosecutions for
breaches of environment law. 
A most important legislative trend in 
Australia which affects land value is to 
give standing to institute proceedings for 
alleged breaches of environmental laws or 
to compel compliance with the terms and 
conditions of approvals, to any person, 
and not to require the common law test of 
special injury to the plaintiff. This has 
resulted in a significant volume of pro-
ceedings where a regulatory authority had 
elected to refrain from taking action. 
The value of land has in many instances 
been significantly affected by private 
litigation challenging the lawfulness of the 
use of land or compliance with the terms 
and conditions of consents, licences and 
approvals. Such proceedings include the 
need or adequacy of an environmental 
impact statement or subsequent compli-
ance therewith.

3.2  Environmental Crime 

Most environmental statutes are now 

divided into "Intentional" offences and 

into relatively less serious mid-range 

pollution offences.

Intentional offences enables the more 
severe penalties to be imposed for "wil-
ful" or "negligent" actions which cause 
harm or are likely to harm the environ-
ment.

Such breaches involve penalties for 
offences of up to $1 m for corporations, 
$250,000 for individuals, or seven years 
gaol. Mid-range offences carry lesser 
penalties. In most legislation the onus of 
proof is reversed and directors and 
managers are deemed personally guilty of 
offences by corporations, unless brought 
within limited specified defences. To 
secure a conviction, the corporation need 
not be prosecuted. Conviction of such 
persons is almost inevitable unless at the 
time of the offence by the corporation an

appropriate due diligence programme was 
in operation.

Whilst such legislation has not displaced 
the common law presumption that knowl-
edge of wrongfulness of one's acts is an 
essential element of the intentional
offences, it is not always necessary to 
prove actual knowledge. That the respond-
ent was virtually blind to the conse-
quences . - the act would, in some circum-
stances, be sufficient.'

In these offences negligence is not 
difficult to prove, notwithstanding that it 
is an element of a most serious criminal 
offence. It is only:

"The failure to exercise such care, 
skill and foresight that would be
expected of a reasonable person in the 
particular situation of the person
charged. "h

What is negligence is a question of fact 
and may include the failure to take steps 
to avoid the probable results of intended 
action.

Experience has shown that it is important 
to note that negligence includes steps
obliged to be taken but not taken under 
the common law or pursuant to a statute or 
an instrument issued under a statute. Thus, 
in appropriate circumstances, failure 
merely to comply with a licence or its 
conditions could be sufficient evidence of 
"negligence" in this context. The conse-
quence is that a mid-range offence may be 
elevated to a more serious intentional 
offence merely by failure to comply with 
permit or licence conditions. In this way a 
corporation and directors and managers 
may become liable to conviction of one of 
the "intentional" offences and exposed to 
major penalties - including prison for 
individuals. The financial stability of the 
corporation unwittingly might in this way 
be seriously affected by an oversight or 
inadvertence by employees.

3.3 Strict Liability

The majority of environmental offences 
created under various pollution statutes 
are the mid-range offences and are of 
"strict" liability.'

This means that to secure a conviction 
guilty intent or knowledge is irrelevant.
These offences include the clean waters or 
clean air offences.

curtail or prohibit the use of land in this 
way.

Owing to the complexity and technical 
nature of most new environmental laws, a 
separate statutory Court known as the

EPA v Ng Court of Criminal Appeal, 13 April 1992, unreported, State Pollution 
Control Commission v NSW Sugar Milling Cooperative Limited 1991 73
LGRA 86.

Kelly etc Ampol v EPA unreported 

Cooper v Australian Oil Refining Pty Limited (1987) 64 LGRA 58. 
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Even phrases in such offences such as 
"whether intentionally or not" or "causing 
or permitting" or "knowingly permitting" 
in relation to "cause" do not result in such 
provisions ceasing to be strict liability 
offences. The word "caused" in strict 
pollution offences has been held to even 
include something which occurred, 
inadvertently, without negligence or 
without intention.'

Consequently it is not difficult to obtain 
successful convictions for pollution of a 
watercourse even when arising out of a 
breakdown of a system on adjoining land 
which was apparently appropriate when 
installed.

The ease of which conviction for these 
offences can be obtained was highlighted 
by a judge who observed that the wide 
statutory definition of "pollution" and
"waters" could include the act of putting 
chlorine in backyard swimming pools or 
lfuoride in water supplies.9

In respect to similar offences, Victorian 
courts have said there is no defence and 
NSW courts have said that the only
available defence is "honest and reason-
able mistake". This means that the
defendant may raise a reasonable doubt that 
there was a belief in a mistaken set of facts 
which, if true, would render the act or 
omission innocent.

However, when raised, most attempts to 
establish the defence have been unsuc-
cessful. In a prosecution for breach of
licence conditions it was accepted that the 
defendant held an honest belief that the 
licence conditions had been set as "tar-
gets", not maximum levels. Breaches had 
frequently occurred with the knowledge of 
the prosecutor and such conduct had never 
led to prosecution. However, such belief 
was nevertheless held to be unreasonable. 
In another case10, as a result of a break in 
an underground pipeline, oil escaped from 
the defendant's property into a creek. The 
depot manager never saw cause to ques-
tion the integrity of the pipe nor ever
perceived the possibility of its failure. The 
defence again failed.

Even the taking of all due diligence is not 
available in some States either as a
separate defence or as part of the honest 
and reasonable mistake defence to a strict 
liability offence.'' This may come as a
surprise to many corporations who believe 
the existence of appropriate due diligence 
programmes is a defence to any environ-
mental offence.

Most environmental crime is committed 
by corporations and their exposure to
prosecution has been highlighted by calls 
for privilege against self incrimination. 
The vexed question as to common law 
privilege against self incrimination by
corporations his been comprehensively 
reviewed and explained recently by the 
High Court of Authority." A corporation 
is to be distinguished from individuals,
and the privilege does not apply. A statute 
may deny that privilege. Notice to provide 
information may even be given under a
statute after the commencement of 
proceedings and even if the notice was 
given for the sole purpose of gathering 
evidence for a prosecution.

This decision exposes potential problems 
for directors and persons concerned in
management of a corporation. Whilst such 
individuals have the right to maintain
silence, the corporation might be required 
to produce information which might
reveal a breach by the corporation. Such 
persons are deemed automatically guilty 
of offences committed by a corporation 
unless one of the prescribed defences can 
be established. The corporation which
produced the information need not be 
prosecuted for a director or person con-
cerned in the management to be pros-
ecuted.

This might in some situations be a matter 
of real concern. A person concerned in 
management of a corporation is not
defined and is a question of fact in each 
case. Lenders, asset managers, real estate 
managers, rent collectors and the like,
may in appropriate circumstances be 
deemed guilty of corporate environmental 
offences.

3.4 Vicarious Liability

Notwithstanding strict liability and 
potentially severe penalties, contravention 
of a mid-range offence has been held to 
operate to make a master who had no 
guilty intent or even knowledge of the 
breach, vicariously responsible for the 
conduct of an employee. It is not even a 
defence that the employee had no author-
ity and would never have been given 
authority to commit the particular act. 
Conduct which was a mode, although 
even an improper mode, of performing a 
function that a person was employed and 
authorised to carry out is within that 
responsibility. Vicarious responsibility 
also probably extends even to similar 
actions of employees of independent 
contractors. This remains to be judicially 
clarified.

The Court has convicted a company for 
polluting waters, even though the acts 
causing the pollution were carried out by 
an employee of a contractor.

In that case, the company was undertaking 
repair and maintenance of a fuel system at 
its power station and engaged a contractor 
to undertake part of this work. A number 
of pipes containing oil and tar were to be 
removed. To prevent pollution, the pipes 
had to be cleaned before they were cut.
They were cut without being cleaned, 
which resulted in a large quantity of oil
escaping into a drain and eventually into a 
creek. Neither the corporation's supervisor 
nor the senior company engineer was
present when the pollution occurred. The 
submission that the employee acted
beyond the scope of the contractor's 
agency failed.

In another case an employee had the 
responsibility to monitor the level of a 
leachate dam which collected polluted 
water. Without authority and without
knowledge of his employer he deliberately 
breached the dam wall and allowed the
escape of polluted water.

The employer was convicted of the 
offence of polluting a nearby stream. The 
court held that the employee was still 
carrying out his duties even though in an 
improper manner.

Not only in those circumstances was the

9

'0

12

Tiger Nominees Pty Limited v State Pollution Control Commission Court of 
Criminal Appeal (1992) 75 LGRA 71.

SPCC v The Electricity Commission of NSW, Bannon J, 11 October 1992, unre-
ported

State Rail Authority of New south Wales v Hunter Water Board, NSW Court of 
Criminal Appeal. 24 November 1992.

Australian Iron & Steel Limited v EPA[ 19921 79 LGRA 158 

EPA v Caltex Refining Co Pty Limited [1994] 68 ALJR 127

corporation guilty but the directors and 
managers were deemed guilty as a conse-
quence of the improper acts of the em-
ployee.

3.5 Polluted Sites

In Australia, the assignment of liability for 
the cost of clean-up of soil pollution of
sites is fast becoming one of the most 
significant issues facing industry. Land 
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use can be seriously affected because a 
control order can, notwithstanding the 
otherwise lawfulness of the use either;

- absolutely prohibit specified activities
in relation to a declared waste;

- prohibit them unless they comply with
specified conditions;

- prohibit them unless they are individu-
ally licensed and comply with licence
conditions; 13

- order clean-up to be carried out at
occupier's expense; or

- prevent polluted discharge from the
premises.

Most industries, particularly if long 
established, produce some "waste" which 
pollutes the site. Changing standards can 
make previously acceptable land fill (e.g. 
furnace ash) an unlawful contaminant.

Liability for clean-up is now an important 
issue in the sale or lease of all land
(particularly industrial land) or the 
acquisition of a business. Clean-up costs 
in many cases far exceed the market value 
of the site itself. Liability for clean-up is 
most commonly imposed upon the 
occupier but also on the actual polluter, 
owner and in some situations former 
owners. 

4. The Lawfulness of the Use of Land

The development of land in all States for 
most purposes is regulated by a town
planning act. Any new development or 
modification or intensification of an
existing development usually requires the 
consent of the responsible authority,
usually the local Council. Until relatively 
recent years the possession of a
development consent was a guarantee for 
the lawful continuation of the use of land. 
This is no longer necessarily the case.

Almost every sphere of Government in 

Australia now has an involvement in the 

control of the environment e.g. in NSW 

there are 80 statutes regulating environ-

mental issues in the chemical industry. 

In addition to obtaining development
approval, there is an increasing need to 
obtain approvals, or licences, from various 
government authorities e.g a licence to 
discharge pollutants will be required from 
Regulatory authorities which are endeav-
ouring to get uniform standards in each 
State for discharge into the environment. 
The absence of a licence or failure to 
comply with conditions is an environment 
offence. Approvals may require the 
development to be carried out in strict 
conformity with the provisions of an 
Environmental Impact Statement. 
Licences or permits may also be required 
to import or export hazardous waste,14 to 
store dangerous goods," or deal with 
hazardous chemicals."It may be neces-
sary to enter into agreements with the 
Water Board to take trade effluent pro-
duced by the premises.

Compliance with such conditions of 
licences and permits is assuming increas-
ing importance under environmental laws. 
Failure to comply with such conditions 
can not only be evidence of lack of "due 
diligence" but also as previously dis-

Courts. What is not generally known is 
that failure to comply with conditions of a 
consent, approval or licence in some cases 
may even render the permit void. 
The existence of a valid development 
consent, necessary licences, permits and 
compliance with conditions attached 
thereto are critical factors to determine 
liability under pollution control statutes. 
Past compliance with conditions of a 
lice,ice or a development approval and the 
real likelihood of ability to comply in the 
future are often overlooked in the determi-
nation of the value of land or the business 
thereon.

There has been a growing tendency of 
conservation groups to challenge the
lawfulness of approvals on environmental 
grounds. There is now a trend in environ-
mental legislation to copy town planning 
statutes which vest a right to institute
proceedings to restrain a breach to "any 
person"." Such easier access to the Court 
has resulted in a steadily increasing
number of proceedings to challenge the 
validity or to compel compliance with 
conditions of a development consent.
Some States have bowed to strong public 
pressure to even give similar standing to 
third parties to institute criminal proceed-
ings under pollution law to prosecute
where the EPA has elected not to take 
proceedings. This is a significant shift in 
enforcement policy, particularly because 
of its effect in situations where the EPA 
would not prosecute because it was
implementing a long range policy to 
gradually upgrade pollution discharge 
levels for long established premises.

3

Major legal challenges have also been 
instituted by trade competitors merely to 
frustrate or restrict opposition activities. 
Proceedings have instituted to question,
on environmental grounds, the lawfulness 
of consents or to enforce compliance with 
conditions, e.g Woolworths, in a number 
of States, sought declarations as to the
validity of permits issued to a trade 
competitor to operate a cash and carry
grocery business from a warehouse. The 
approval was said to be prohibited by the 
environmental planning instrument.

In another case a waste recycler sought 
declarations and injunctions to restrain the 
continued operation of a competitor by 
challenging "existing use" rights to 
operate without a permit under the 
planning instrument.

However, the most common threat to 
industry is community group challenge or 
pressure on local authorities to institute 
proceedings. Many industrial and com-
mercial operations which previously had 
been carried out for many years have had 
permits declared void, existing use rights 
revised and conditions of consent enforced 
by injunction.

The possibility of private or regulatory 
authority litigation to enforce conditions 
imposed upon approvals or licences must 
compel a close examination as to the
appropriateness of such conditions and 
continued ability to comply therewith if

such licence is essential to future land use. 

It is now obvious to industry that unrea-

sonable or unachievable pollution levels in 

conditions must be altered if the
continued operations of the activity not be 
put at risk. 

e.g Environmentally Hazardous Chemicals Act, 1985 (EHC Act).
cussed, elevate an offence to a more serious 
level of negligence which imposes more 
significant penalties. Such breaches, and 
the industrial activity on the land may be 
restrained by injunction from the

14

5

6

7

Hazardous Waste (Import and Export) Act, 1989 (Cth). 

Dangerous Goods Act 1975

Environmentally Hazardous Chemicals Act,  1985. 

EPA Act] 979,s.123. 
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5. Some Trends

From the above it is seen that most 
Australian environmental legislation has 
traditionally only been two dimensional 
ie. a perceived need to:

- meet domestic environmental concerns
and community expectations; and

- fulfil obligations imposed by interna-
tional conventions.

As noted, the inevitable result in many 
cases however was merely to punish for 
environmental offences and ignore the 
adverse impact upon industrial competi-
tiveness and its trading positions.

Fortunately, some recognition of the need 
for a sound economy to achieve a sound 
environment was highlighted by the
National Strategy for Environmentally 
Sustainable Development in 1992. This
was some recognition of the high adminis-
trative costs of a "command and control" 
regime to merely punish "end of pipe"
pollution control. It was recognised that 
such systems are slow and generally
should be regarded as only effective as a 
partial tool to control and protect the
environment. It is now recognised that any 
environmental control strategy must be
backed with a tough penal system, but 
greater benefit will be achieved by
compelling or encouraging private sector 
monitor and control.

5.1 Economic Incentives to Control
Discharges"

A number of economic incentives have 
been tested e.g:

(i) Performance bonds

In Australia, performance bonds are 
negotiated between the government and 
industry, as there is no general legislative 
authority.

Discharge performance bonds usually take 
the form of a predetermined sum to be
forfeited to the control authority if a 
certain action is not undertaken by a
company within a designated time and to a 
certain standard. There are, in effect,
predetermined civil penalties for failure to

I"

comply with environmental requirements. 
They act as an incentive for the polluter to 
comply with pollution controls because if 
they do not, the result of forfeiture of the 
penalty would be greater than the cost of 
the controls. If the bond is equivalent to 
the amount of expenditure required to
implement controls, then there is a 
definite incentive for the company to 
implement those controls.

(ii)  Tradeable Pollution Rights 
In Australia, owing to a perceived failure 
of statutory control, one of the recent. 
pushes to effect pollution control has been 
to rely upon market forces rather than 
government regulations. It has been 
argued that a system of tradeable pollution 
rights should be established. They have 
been defined as:

"Quotas, allowances or ceilings on 
pollution emission levels of specified 
polluters that, once allocated by the 
appropriate authority can be traded 
subject to a ..... of prescribed rules."

The basic principle is that if a company
which has been allocated a certain quota
of allowable pollution is able to reduce its
pollution below that quota, it may sell the
unused quota to other parties. The value
of these "rights to pollute" would be
determined by market forces.

Again, we may follow the trend in
America, where the Chicago Board of
Trade has voted to create a marketplace
where utilities and speculators could buy
and sell those rights to pollute. America's
Clean Air Act allows utilities to accumu-
late credits for keeping emissions within
limits and to sell excess credits.

(iii) Pollution and waste disposal charges

Consideration is being given to the
advantages of pollutant emission charges
and waste disposal charges which could
directly encourage industry to reduce the
quantity of pollutant emitted or waste
generated by a site. They are generally
calculated on both the quantity and type
of pollutant or waste discharge. The

imposition of charges is generally directed 
at raising revenue to cover regulatory
costs, research or restoration relating to 
the environment.20

(iv) Levies

The essence of an environment levy is that 
it is generally applied on a specific
product or activity to meet a specific 
environmental purpose. The levy is 
usually imposed upon the activity or
product which gives rise to the environ-
mental problem to which the monies are 
to be applied. The levy does not usually 
take into effect the level to which each 
person levied contributes to the environ-
mental problem, ie., it tends to be "across 
the board".

The advantage of levies is that they are 
relatively simple to impose and collect 
and they can raise specific amounts of 
money relatively quickly and simply in 
order to combat specific environmental 
problems. They do not, however, act as
incentives for industry to reduce its waste 
production as they do not take into
account actual levels of waste or pollution 
emitted.

The notable example of the imposition of 
levies is the United States Superfund
Levy. Because of the difficulty in identi-
fying all the responsible parties for
causing contamination to land, and 
because enormous amounts of money are 
needed to be raised relatively quickly to 
enable the American authorities to 
implement clean-up procedures, the 
Superfund Levy was imposed at varying 
rates on various industries, depending 
upon the nature of the industry."

5.2 Compulsory Waste Minimisation
and Recycling

Recycling in Australia is primarily 
managed by the private sector, although 
governments at all levels have some 
influence. Local governments influence 
recycling indirectly through their waste 
disposal policies and directly through the 
manner in which they collect waste. 
State governments influence recycling by 
exercising control over local governments, 
through their legislation and policies 

Economic incentives have been examined by the Australian Industry Commission in

'9

20

21

its Report on Recycling, Australian Government Publishing Service, 22 February 
1991.

OECD

Court J, Using Government Mechanisms for Minimising Environmental Damage, 
paper delivered to IIR Pty Limited Conference (Environmental Damage), 20 May 
1991, Sydney.

see Moore J, et al (1989), Using Incentives for Environmental Protection, and 
Overview, CSR Report for Congress (Washington).

relating to environmental and industry 
development and by their own purchasing 
policies. For example, South Australia has 
legislation applying to specified beverage 
containers and the Victorian State Govern-
ment has negotiated recycling targets with 
industry.

To date, Australian governments have 
declined from using across the board 
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recycling legislative standards which may 
be insensitive to the industry involved.
However, many people in Australia think 
that industry should he forced into recy-
cling all of its waste. It is uncertain
whether the governments in Australia will 
legislate to require waste minimisation
and recycling or whether they will merely

A. Accredited Licensing/Private Sector 
Monitoring

Owing to the lack of resources and the 
enormous administrative costs in policing 
licences, some States (particularly Victo-
ria) propose to implement an "accredited 
licensing" system for an industry which 
will, or is likely to pollute.

Approved premises will be issued a 

license which will grant a high degree of 
operational freedom and an obligation to 

obtain approval only for major works. 
Conditions precedent to obtain such 
accreditation are the existence of a 

satisfactory:

(i) environmental management system 

(ii)  environmental audit programme; and 

(iii) environmental improvement plan.

However, the Chief Executive Officer of 
the licensee corporation will be required 
to personally certify compliance with all 
licence obligations in a performance
report. Whilst this system has some 
obvious advantages, certification and 
reporting might provide regulatory
authorities with the means to prosecute or 
expose the corporation to liability for

clean-up or rehabilitation costs. 

B  Due Diligence Programmes

Evidence of the exercise by a corporation 
of due diligence to prevent the commis-
sion of an environmental offence is

essential to establish a statutory defence in 
most environmental crimes.

As previously noted the only real defence 
available to directors and managers is
"due diligence" to prevent the contraven-
tion. General "good housekeeping" or due 
diligence is not sufficient.

Many corporations have implemented 
appropriate environmental programmes. 
These programmes must include an
adequate environmental audit and ongoing

encourage this by legislating for economic
incentives such a those discussed in s 5.1. It 
may be that governments will merely adopt 
measures by way of policy and

education rather than regulation. 

The Industry Commission Report"'
recommended that Australian govern-
ments need to review legislation and

Private Sector Monitoring

monitoring and reporting regime. The 
absence of a programme makes conviction 
of directors and managers of strict liability 
offences almost inevitable.

Whilst such programmes have probably 
been instituted to protect the corporation 
or director or manager from prosecution, 
the obvious benefit to the community is 
that the environment is thereby protected 
also.

A survey of industry generally revealed 
that:

• 45% of corporations had established a
formal environmental management 
system;

• 85% were generally aware of environ-

mental obligations;

• 40% saw the environment as a threat;
but

• 73% saw the environment as a busi-
ness opportunity.

The implementation of a due diligence 
programme is even more important where 
the corporation carries out its operations 
pursuant to a licence or permit which is 
subject to conditions. As previously
discussed the directors or manager must 
ensure compliance with such conditions to 
avoid being exposed to the more serious 
environmental offences which carry prison 
and severe penalties or expose the licence 
itself to legal challenges.

C  Warranties and Indemnities 
Most corporations and asset managers are 
now more conscious of the constantly 
changing environmental obligations 
imposed by regulatory authorities on 
owners and occupiers of land, retrospec-
tive liability for clean-up and changing 
pollution standards. Most major industrial 
land or business acquisitions now involve 
some assessment of environmental 
matters.

regulations which are necessarily 
disadvantageous to recycled materials or 
favours one form or level of recycling at 
the expense of another. It also recom-
mended that governments need to ensure 
that when promoting recycling they 
accord with the principles of public
administration.23

Prudent vendors or purchasers commission 
environmental audits of the land to:

(a) exercise some control over the quality
and scale of an environmental audit;

(b) identify the actual condition of the
premises at date of sale; and

(c) accurately estimate possible clean-up 
costs and which might affect value of
the land or the business.

Obviously some vendors are reluctant to 
commission a report which, if it gets into 
the wrong hands, might affect the sale 
price of the land or even make it unsale-
able. There have been cases where the 
sale aborted but the audit exposed the
owner to prosecution and clean-up orders. 
On the other hand, if the nature and extent 
of pollution is likely to be an issue in the 
sale the vendor is likely to be in a better 
position if it had control of the preparation 
of the report. It would be imprudent for a 
vendor to give indemnities and warranties 
concerning contamination in the absence 
of an audit report.

D Covenants

Leases of land usually include well known 
covenants to keep the premises in good
repair and deliver up the premises at the 
end of the term in good order and condi-
tion, wear and tear excluded. Most
conveyancing statutes deal with similar 
matters.

However, most people assume that 
notwithstanding such covenants that a 
lessee can never be obliged to repair 
damage which had been caused by a 
previous tenant or to return the premises 
at the conclusion of the term of the lease 
in better condition than at its commence-
ment (excepting wear and tear).

These and other similar issues are now the 
subject of major litigation in Australia

concerning a very large site, used for 

many generations for industrial purposes. 

The site was reclaimed over decades prior 

to the subject lease. The filling on the land 
zz Industry Commission Report: Recycling in Australia, Volume 1, Report No.6, 22 contained vast amounts of ash and other

January 1991. industrial waste generated by previous

23 Volume 1, p.15.
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occupiers. The land was leased for 

industrial purposes to a corporation whose 
main or only client was the lessor. 
The lessor has made a claim for huge 

sums for rehabilitation of the land on the 
basis that the said covenants imposed 
upon the lessee obligations:

(i) to repair the filled site by the
remediation or removal of contami-
nants placed therein by previous
occupiers;

(ii)  to repair the site by the removal or 
remediation of poorly compacted fill

placed by previous tenants; 

(iii) to hand back the premises in a
condition which does not include any 
contaminants, i.e;

• remediate the site to ANZEC
residential standards even though 
leased for industrial purposes.

There is some public awareness of the 
issues raised in this matter. Prudent 
lawyers are now advising lessees of
industrial or other likely polluted land to 
demand or commission an environmental 
audit prior to any agreement to lease.
Lessors are increasingly being obliged to 
indemnify the lessee against possible
clean-up costs and obligations under 
environmental laws arising out of the 
condition of the premises at the com-
mencement of the lease. Many business 
acquisitions have aborted on this issue.

It is not generally known that no enforce-
able indemnity or warranty can protect the 
lessee against future prosecution for
environmental offences. Similarly, nor can 
a person obtain insurance against the
possible liability to prosecution for an 
environmental crime.

An occupier (lessee) of premises which 
contains contaminated ground water 
which is discharged from the premises 
through no fault of the occupier is still
strictly liable for such pollution. A major 
corporation was prosecuted in similar
circumstances for a polluted discharge 
even though it could prove that such
pollution could not have emanated from 
any activity on the land by the occupier. 
The pollution apparently emanated either 
from adjoining premises or contamination 
from the site itself. The occupier was
convicted of pollution.
The first above-mentioned dispute be-
tween lessor and lessee is almost certain 
to proceed to the High Court on these
important questions of law. If the lessor is 
ultimately held to be correct it places
lessees in an invidious position. Whilst the 
situation is probably more serious for 

leases of industrial premises the problem 
obviously extends to the rural, commercial 
and even residential leases. Most rural
land and dwelling sites contain pesticides, 
nutrients or other chemicals consistent
with past usage. Many sites in older 
residential areas are likely to contain
heavy metals such as lead at unacceptable 
levels arising from paint scrapings and
exhaust fumes from vehicles.

E Rezoning and Development Applica-
tions

The quality of land is obviously most 
relevant not only to its value but the 
manner in which it should be used or
developed. The trend is now to require an 
environmental audit prior to the consid-
eration of any application for rezoning or 
proposed major development approval. It 
is most likely that this trend will be made
mandatory in all cases by appropriate
legislation.

Obviously, the value of undeveloped land 
or land with rezoning potential can be
seriously depreciated by existing contami-
nation. The need to remove pesticides and 
other chemicals from farmland revealed in 
audits has in a number of cases made
rezoning for residential purposes non-
feasible. As previously noted the existence 
of an environmental audit which reveals 
contamination might expose a wide range 
of persons to clean-up costs and even 
prosecution. Such obligations might be 
incurred even if the rezoning or

development application is refused. 

F  Lending Institutions

Financiers are now acutely aware of 
environmental issues which might affect 
the value of a security viz:

(a) the impact of environmental require-
ments on the borrower's financial
performance (cash flow);

(b) the impact on the value of security; 
and

(c) liability of the lender if it exercises 
"management and control".

G Financial Performance

Financial performance of the borrower (i.e 
cash flow) can be affected by:

(a) conviction of a pollution offence;

(b) costs and damages of clean-up from a
pollution offence;

(c) statutory and court orders to install 
pollution control equipment;

(d) the liability to clean up contaminated 
land and ability to comply with

conditions of licences and permits. 

A significant factor now taken into
account by lenders in assessing the

environmental risks of an activity is the 
appreciation of and response to those 
risks, by the borrower.

Lenders now insist on the existence of a 
practical, effective environmental man-
agement programme to reduce the likeli-
hood of a serious pollution incident.

The value of security

The lender will require that environmental 
risks associated with ongoing and/or past 
activities be assessed in respect of:

(a) the impact on the value of security;
and

(b) the lender's liability on realisation of 
the security.

The greater the environmental risk the 
greater the likelihood of an adverse effect 
upon the value of their security. 
Financiers are now entitled to expect a 
valuation of land to properly assess all 
relevant environmental factors. Failure to 
do so, even without express instructions 
might be evidence of negligence. A 
valuation may be required in many cases 
to consider:

(a) likely or actual site contamination;

(b) consequential restrictions in redevelop-
ment potential;

(c) impact on the premise's income 
potential; and

(d) distortions in comparable sales analy-
sis.

The Australian Institute of Valuers and 
Land Economists has recognised the
problem and produced a practice Standard 
on the Valuation of Contaminated Land. It 
provides a list of environmental risk
activities. The Standard emphasises the 
need for further investigation and audit by 
an environmental expert once a potential 
problem has been identified.

One cannot over-emphasise that valuers 
should not hold themselves out to be
experts in the area of environmental risk 
assessment and that appropriate independ-
ent experts should be contracted where
appropriate. In any event extreme care 
must be taken to make it abundantly clear 
in any valuation that it does not advise on 
environmental matters but is based solely 
upon the independent expert advice. 
In Australia, there is uncertainty as to 
when a lender may be exposed to liability 
for environmental risks if it assumes a 
position of management and control in 
order to protect the security. Whilst 
liability is likely to occur in a formal 
administration, as owner and/or occupier, 
it may also indirectly occur through 
informal management, corporate advisory 
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roles or monitoring pursuant to a Loan 
Agreement. It is a question of fact and 
degree in each case.

Both Victorian and New South Wales 
environmental legislation impose personal 
liability not only on each director but also 
on the "person concerned in the manage-
ment" of a corporation.

It is possible that under environmental 
legislation the lender or its agents may be 
construed as "persons concerned in

they will not necessarily be pro-
tected 26

(iii)  Documents obtained from investiga-
tors or experts retained by legal
advisers on the explicit instructions 
of a client will be subject to legal 
professional privilege if:

(a) they were created solely for the 
purpose of submission to legal

advisers for advice or for use in 
litigation; or

(b) were procured when litigation is 

threatened or contemplated 27 

The most prudent course where legal
professional privilege is essential is not to 
prepare a report unless and until it is
expressly commissioned by the client for 
the purpose of legal advice or litigation. 

management of the corporation" or in 6 Conclusions
control of premises, that is, as an "occu-
pier" under the definitions in the environ-
mental legislation.

In the USA24, a secured creditor was held 
liable under CERCLA without being
actively an operator. The creditor was 
held liable merely by participating in the 
financial management of a facility to a 
degree indicating a capacity to influence 
the corporation's treatment of hazardous 
waste.

A financier must be in a position to 
ascertain whether they and/or their agent 
are or would be in a position of occupier 
or "management or control", if to elect 
whether to accept the environmental risks.

5.3 Legal, Professional Privileges and
Environmental Audits / Valuation 
Reports

Environmental audits prepared for due 
diligence programmes or for financiers or 
other land valuation purpose might be 
used by regulatory authorities for prosecu-
tion or clean-up orders. For this reason 
legal professional privilege against 
production of such documents is often 
sought. However, whilst most regulatory 
authorities have stated that voluntary 
environmental audits and similar reports 
will not be procured or relied upon by the 
prosecution unless raised in a due dili-
gence defence, concern has been ex-
pressed as to reliance upon such state-
ments.

Much confusion appears to exist as to the 
ability to obtain legal professional privi-
lege in respect to the production of reports 
even when prepared for or at the request 
of legal advisers. This is a complex topic

(i) The protection of the environment
and the remediation of contaminated 
land are now firmly established as 
issues of public importance, and
legislative control and government 
policies will inevitably continue to 
significantly affect industry and 
commerce.

(ii) That public concern has resulted in
the rapid expansion of legislation 
creating significant environmental 
crime and clean-up liability.

(iii)  Development of all land, including 
Crown land, is now subject to
sensitive environmental assessment 
prior to the granting of approval of 
rezoning or development applica-
tions.

(iv)  However, the traditional principles 
of criminal law are not wholly
appropriate' for environmental crime.

(v)   Regulatory authorities in Australia
have in the past demonstrated a 
preference for:

i) criminal prosecutions rather
than civil enforcement of 
environmental laws;

ii) prosecution of individual as

well as or in lieu of the corpo-

rations which employ them; 

iii) increasing the liability and
range of persons responsible to 
clean up polluted sites.

(vi)  However, the trend now is to 
encourage measures to prevent or

remove environmental harm rather 

than merely punish after the event. 

(vii) Whilst civil enforcement will reduce
some criminal actions, industry must 
accept the inevitability of the
imposition of economic incentives 
and threats to control pollution.

(viii)- The private sector will increasingly
monitor and control the environment 
by the distribution and imposition of 
obligations to assess and accept

obligations to mitigate pollution. 

(ix)  Private sector audits and monitoring
programmes may increase exposure 
to prosecution and clean-up costs 
and significantly affect the value of 
land or business. Legal professional 
privilege should be acquired in
appropriate circumstances.

(x)   The valuation of land must increas-
ingly take into account the likeli-
hood and financial impact of site 
contamination and environmental 
risk.

(xi)  Valuers should be vigilant not to 
assume or appear to assume exper-
tise or responsibility for the assess-
ment of environmental risks.

which will not be fully discussed here but
- some points can be briefly made:

(i) environmental audits initially
procured for valuation or due 
diligence or other administrative 
purposes even if later submitted for 
legal advice will not necessarily be 
protected.25

(ii) Even if such documents are procured
at the request of the legal adviser

24 United States v Fleet Factors Corporation [821 F Supp 707 (1993)]

25 Grant v Downs (1976) 135 CLR 674. A 1992 Canadian decision (Ontario

[Ministry of the Environment] v Tetrault) confirmed that documents created for
legal advice can be subject to legal professional privilege although the prosecution 
sought to establish that the documents were part of an audit created for management 
purposes rather than for legal advice.

26 Morlea Professional Services Pty Ltd v South British Insurance Co Ltd 27 Septem-

ber 1984, unreported, Foster J, Federal Court.
27 Wheeler v Le Marchant (1881) 12 ChD 675, Nickmar Pty Limited v

Preservatrice Skandia Insurance Ltd 1985 3 NSWLR 44. 
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TEOHOOIOSY
fORUM Compiled by Ian Mitchell 

One of my objectives as compiler of Technology Forum is to provide articles that 
cover the interests of a broad range of users. In this Issue of the Journal, the first* 
article discusses the differences and applications of various types of databases and the 
second article covers some up-and-coming changes to VNZ-Link. 

The opportunity exists, if you have a particular skill or knowledge in a technology 
related field or know of someone who has, to submit articles for publication in 
Technology Forum. It is it good way to share your specialist knowledge and to 
perhaps raise your profile within the property industry. I would be interested in 
hearing from you or to receive any articles you may wish to submit for publication in 
Technology Forum. I can be contacted at Darroch & Co PO box 27 133, Wellington on 
(04) 384 5747, or through the Head Office of the New Zealand Institute of Valuers. 

Where Do You Put That 
Data? Options Explained 

by M Bain 

Martyn Bain is a valuer in the Wellington Office of Darroch & Co Ltd. Ile is responsible 
for the day to day management of the Wellington computer system. Martyn 
graduated from Lincoln University in 1990 and has since worked with Darroch & Co Ltd, 
principally in their Commercial and Industrial division.

Most valuation practices now use comput-
ers in one form or another. Word process-
ing programmes and Valpak are now
commonplace. A number of offices also 
have a full professional "suite" of pro-
grammes. A typical suite includes word 
processing, spreadsheets and database 
programmes all packaged together.

Most modern programmes allow for data 
entry, storage and manipulation in one 
form or another. It is critical in today's 
environment to choose the correct pro-
gramme or application for the task.

Computer users today generally know how 
to operate the programmes they use most 
frequently, but often don't understand the 
function of others. Specifically, manual
filing systems have historically dealt with 
data related problems.
The aim of this paper is to firstly explain 
the three common types of computer
programmes that store data, and secondly, 
detail in straightforward terms the work-
ings of a database. 

The Three Options

Word processing programmes provide 
powerful "text" manipulation facilities, 
but are not designed to manipulate
mathematical (tabular) data. A word 
processing programme enables storage 
and retrieval of data in text (character)
format. There are no user-friendly features 
that will select files by value unless a
defined set of retrieval criteria is used for 
accessing data "embedded" in word
processing files or file names. For exam-
ple, you cannot ask the programme to 
select all valuation reports that have a
value greater than $150,000 and less than 
$200,000 unless a predetermined "ad-
dress" is incorporated in the file. A word 
processing programme is similar to a
manual filing system, however with 
distinct administrative and presentation 
advantages in the hands of a competent 
operator. Required files can be easily 
accessed once identified, modified if need 
be, and stored in a compact form.

Spreadsheet data manipulation relies upon 
accessing and influencing a strict disci-
pline of "tabular" math-based addresses 
(cells). Most spreadsheet programmes now 
feature comprehensive database facilities. 
Spreadsheet database facilities do have 
certain limitations. The maximum file 
length (assuming you have the fastest and 
largest personal computer available) is 
around 16,000 records. The standard 
personal computer would struggle with a 
database of that size and any manipulative 
tasks would be slow. Spreadsheets are not 
designed specifically for database work. 
The most appropriate use of a spreadsheet 
is for "notepad" or "what-if" type calcula-
tions. Thus, the spreadsheet is ideal in 
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situations where a set of independent 
variables need to be placed into a calcula-
tion. If the calculation were done by hand, 
the changing of any value at the top of the 
calculation would require its complete 
rework. A spreadsheet will automatically 
update your calculation provided appro-
priate formulas are used.

Databases are quite different to word 
processing and spreadsheet programmes. 
A multitude of information can be stored 
on a database. It is important that this 
information is stored in the appropriate 
format for future use. As with word 
processing software and spreadsheets, a 
well-designed database will provide easy 
access to stored information or data.

Databases

Originally, database programmes existed 
in single or "flat-file" format only ad-
vanced programmers were able to operate. 
Flat-file programmes became increasingly 
user-oriented, advancing to a point where 
most new database programmes and
spreadsheets are now "user-friendly" and 
fully featured.

Database programmes continue to develop 
in leaps and bounds and the most compli-
cated multi-file database functions have 
become streamlined and "quick".

A flat-file is a single file; each record is 
independent. The Valpak Sales database is 
an example of a simple flat-file database. 
Each sale is a "record" and occupies one 
"row" of the database. Duplication of
address, valuation reference, legal descrip-
tion and sometimes Government Valua-
tion information will occur if a property 
sells more than once. However, properties 
do not tend to be resold quickly so this
duplication does not create large amounts 
of unnecessary data within the Valpak
database. It may however cause problems 
in other applications.

A relational database programme can use 
either a single database file or a collection 
of database files, linked together by
unique identifiers. Data duplication 
commonly occurs in the flat-file database, 
whereas a relational database significantly 
reduces duplication.

It may be difficult to understand why this 
data duplication can become a problem. 
Consider the case of a mailing-list data-
base where the address of a company
changes and there are 20 different contact 
people from that company on your
database.

(see diagram)

In "A" the flat-file database, you have to 
individually go into each of the compa-
ny's employee records and change the

address. The relational database "B" 
however, requires only one change. The 
operation is less time consuming and there 
is less chance of error.

There are many relational database 
programmes currently available on the 
market. Microsoft Access is an example of 
a user-friendly database, and of course, 
there are others. Microsoft Access uses 
four simple "modules" each providing an 
ideal heading with which to demonstrate 
the workings of a database. Other pro-
grammes use similar modules, sometimes 
under different names.

Database or Table

A database is a list of information or 
records. Each record can have any number 
of "fields" (for example, name, address, 
city etc). Fields can be one of three basic 
data types:

Numeric/Data   Numbers Only 

Character Includes any combina-

tion of numbers and 
characters limited to a 
length including all
characters and spaces of 
around 255 characters.

Memo For large strings of text,
i.e greater than 255 
characters.

There is a difference between numeric and 
character fields. With numeric fields you 
can perform mathematical operations with 
ease including sorting and ordering. Using 
a character field, these tasks become a
little more difficult. For example assume 
you had a field "street number" with the 
following numbers - 1, 3, 1 1 , 21. If the 
field is designated as a character field and 
the data is sorted in ascending order, then 
the order would be 1, 11, 21, 3 (i.e sorted 
by first character, then second character 
and so on). If designated as a numeric
field the data would be ordered in conven-
tional numeric order.

While spreadsheets are limited in the 
number of records allowed, available 
"memory" and the capacity of the PCs 
"hard disk drive" are the only limits to 
database file size.

In addition, the database file can have an 
"index" file associated with it. The index 
file is an advanced database feature. In a 
database programme, the physical order of 
the data in a file remains exactly the same 
(that is, the first record entered is at the
top of the file and the last at the bottom). 
An index file "masks" a database file so 
that it appears in order. The index file
works much faster than spreadsheet 
sorting, and in addition speeds up data
searches. Instead of looking through every

record to find a "match" a database 
programme makes use of the index file to 
start a search closer to the target.

Form or Screen

The display of Spreadsheets, and indeed 
database tables (as shown), are in "row/ 
column" format. A database form or
screen is an automatically designed, or 
user-defined input or manipulation
"template" which can be designed to 
"mirror" existing manual input forms.
This enables faster entry, with a logical, 
familiar layout allowing information to be 
entered or edited more easily on the
screen. Forms also allow for the entry of 
information in one, two, or three linked 
database tables at one time.

Query

The database/table and form/screen 
options are utilised for the setup and entry 
of data in a database. A "query" manipu-
lates and extracts this data.

Data Manipulation

Data is manipulated using queries. A 
query can add calculated fields to a
database. A calculated field is similar to 
an additional column in a spreadsheet. A 
full range of calculations is usually
available. A user could simply add 
numbers from two separate fields or
perhaps compute a more detailed calcula-
tion. For example, to calculate a deprecia-
tion factor, a range of fields including

square metre area; replacement cost rate 

per square metre; age and depreciation 

rate per annum would need to be used. 

Data Extraction

Data can be extracted from databases 
using defined criteria. For example: equal 
to a "Market Valuation" greater than 
$150,000, less than $200,000 and ordered 
by address.

Once a manipulation and extract frame-
work is defined a query is "run". A query 
can then be held in the computer memory 
(that is lost when you "exit" the applica-
tion, unless saved to file), and printed if 
desired.

A query demonstrates the difference in 
power between a database and a
spreadsheet. In the past, queries have 
tended to be the business of trained
computer programmers. In spreadsheets, 
you usually save a selection or extract in a 
secondary version. This requires more
disk (storage) space. In a database you 
save a query, that is, the instructions to 
extract the information. In most modem 
programmes these instructions are called 
SQL (Structured Query Language). SQL 
mimics standard English and is easy to 
learn. 
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The benefit of a query is twofold. First it Grouping eliminates repetitive printing of
saves disk space, but more importantly headings and so on. Data can be sorted -
tidies up where there are changes in data. to order your data A-Z, 1-9 - and numeric
To update a spreadsheet you will want fields can be totalled and subtotalled or
both version one and version two of the statistically analysed within a report. The
data to stay the same. In a database, there count function is available for character
is only ever one version. A change in the fields.
main database table will register in all A report is like a query when saved. When
future or subsequent query updates - the saving a report you are actually saving the
equivalent of spreadsheet "versions". instructions, not the formatted data itself

Queries can also cross-tabulate data. (as you would if using a spreadsheet).
Cross-tabulation queries are somewhat These database functions conserve hard
difficult to follow. A cross-tabulation disk space. More importantly, changes in
summarises data. Assume within your main data files are carried through to final
Mailing List Database, you have addi- reports.
tional fields - Business Type (Bank, In addition to the aforementioned "mod-
Accounting, Lawyer and so on), and ules" are "programme", or "macro"
Region (Wellington, Auckland and so on). modules that can automate and customise
You could design a cross-tabulation query your database. Most modern database
that summarises your mailing list by programmes have much of this automation
showing the number of Companies by "built-in", converting time-consuming or
Business Type and Region (see diagram). complicated tasks into user-friendly tasks.

Report Programs and macros, while increasingly

A report either prints the data or displays easy to learn, are quite a separate topic
it on screen. A report can show the "raw" outside the scope of this paper.
data (original table data) or alternatively it Summary
can display the results of a query. Data In summary, the key features of databases
can also be grouped within a report. and spreadsheet programmes are:

Mailing List "A"

Company Name Address Town Name

Brown & Co 56 River Road Christchurch R Brown

Brown & Co 56 River Road Christchurch M Black

Brown & Co 56 River Road Christchurch P White

Brown & Co 56 River Road Christchurch T Taylor

Smith & Co 123 Main Street Wellington R Smith

Jones & Co 34 High Street Auckland B Jones

Mailing List"B"

Company Name Address Town Company 

Brown & Co 56 River Road Christchurch 1

SEPTEMBER 1994

Databases

• Can handle large amounts of data
(unlimited length).

• No duplicate "versions" created.

• Simplified data input and customised

data output. 

Spreadsheets

• Designed for complex calculations
(financial, cash flows etc).

• Ideal for smaller data groups that

require intense manipulation ("what-
if' analysis etc).

Modern computers are powerful tools if 
used well. Each programme has its merits 
and drawbacks. A computing task can be 
approached from a variety of angles.
There is no right or wrong way, any new 
task must be carefully planned. Initial 
objectives must be clearly defined with 
information available. Limitations and 
needs must be identified and output
requirements determined. The user must 
then be careful to select the correct
programme or application for the task at 
hand.

1
Company I  Name 

R Brown

Smith & Co 123 Main Street 

Jones & Co 34 High Street
Wellington 2 

Auckland 3
Z M Black
linked P White

T Taylor 

R Smith

B Jones 
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VNZ-Link Developments 
by K J Cooper 

Kelvin Cooper is Deputy Valuer General and is primarily responsible for the market-
ing and finance functions of Valuation New Zealand from the Wellington head office. 

He is a Fellow of the NZ Institute of Valuers and is a chartered accountant, and a 
member of the New Zealand Computer Society. Kelvin Cooper holds a Master of Public 
Policy degree and a Diploma of Public Administration from Victoria University. He has 
held senior positions in Housing Corporation, Department of Lands and Survey and 
Tourist and Publicity Department.

The VNZ-Link service provided by 
Valuation New Zealand is now 5 years 
old. Its introduction in 1989 replaced the 
previous Videotext PROVIDES property 
enquiry service, which was first launched 
in 1987. Today, VNZ-Link has a user-base 
of over 5,000 access points throughout the 
country and is enjoying a steady growth in 
both the number of subscribers and the 
level of access.

The key features of the VNZ-Link service 
are:

• Dial-up, PC-based access to all
valuation assessments in all Valuation
Rolls.

•   Historical Property sales information 
dating back to the early 1980s.

•   Complex searches with multiple
criteria such as floor area. capital 
value or net sale price ranges.

•   Easy to use, especially designed for
non-computer oriented people. 

•   Supported by a toll-free help desk
during business hours.

• Available 24 hours a day. seven days a
week (excluding occasional "down-
time" for system maintenance).

• Users subscribe to the service on a
monthly basis, receiving an invoice at 
month-end for information retrieved 
and time spent on-line.

• Low-cost, easy access to property data,
with the average roll enquiry costing 
$1.45 GST inclusive.

In recent times investigations have been 
made to see how best the VNZ-Link
service should be further developed. This 
included a VNZ-Link user survey earlier 
this year, where feedback from users
provided helpful suggestions for system 
improvements.

VNZ itself has a number of computer 
enhancement projects under way which,
when complete, will have a flow-on effect 
on the VNZ-Link service. The most
significant of these are:

I. The introduction of street dictionaries 
for each local authority will improve
street name spelling, and standardising 
of naming and numbering conventions 
will assist users in the location of
specific properties. A "select your 
street" option rather than the current

"type in street name" approach, may be 
introduced in due course to increase the 
user friendliness of the VNZ-Link input 
screens.

2. VNZ, DOSLI and a number of other 
organisations are involved with
Standards New Zealand in developing 
a New Zealand standard for the
transfer of GIS property data. This 
should lead to greater standardisation 
of land information and assist VNZ-
Link users as other land information
systems go on-line. Search criteria and 
property descriptions are likely to
adopt these agreed standards .

3. The continuing upgrading of postal
addresses by local authorities and the 
introduction of the RAPID postal
numbering system in rural areas will 
assist in the onsite identification of 
individual properties. This more
complete postal address system for 
properties will be progressively
reflected in the VNZ database.

4. The planned introduction of EDE
(Electronic Data Exchange) with local 
authorities will lead to the VNZ
valuation roll information being more 
up to date and accurate.

Further VNZ data enhancements are likely 
to arise from the Crown LIS (Land
Information System) project. This 
development is involved with the integrat-
ing of property information from the main 
Crown land information holding depart-
ments: DOSLI, VNZ, the Justice Depart-
ment's Land Title Office, and the Maori 
Land Court. Crown LIS is working 
towards the automated matching and 
updating of data and will lead, in time, to 
an increase in both the accuracy and 
timeliness of VNZ records.

The following section briefly introduces 
recent and ongoing developments offering 
improvement in connection speed, access 
method and general VNZ-Link efficiency. 
A faster connection speed is available for 
users with an appropriate modem to take 
advantage of it. Telecom New Zealand
has recently introduced 9600 bits per 
second dial-up access to PACNET (the 
Packet Switching Network). Initially

established in Auckland only, it is now 
available nationwide, with Telecom
committed to upgrading the network to 
handle the increased loading as users 
switch from the lower speed access
methods.

An increasing number of articles are being 
published on "mobile office" technology. 
A mobile office, based around a cellphone 
and notebook or sub-notebook PC, offers a 
portable method of connecting to other
computers or to send faxes, e-mail, etc. At 
VNZ, we have extensively tested cellular 
access to VNZ-Link from Wellington,
Auckland and Tauranga locations. We 
have found that using our standard
MicroTex communications software, with 
slight modification, we can reliably
achieve online sessions and retrieve data. 
Later in the year, VNZ-Link users will 
have the option of a Windows version of 
MicroTex from Christchurch-based
Hindin Communications Limited. This 
will assist those who wish to import 
screens or fields of specific data from
VNZ-Link into other applications (word 
processors, databases or spreadsheets by 
providing true Windows "cut and paste" 
functionality. It is also likely to allow 
"background" connection to VNZ-Link 
(i.e dialling, connecting and automatic 
signing on) to occur while the user
continues work in other Windows-based 
applications.

The VNZ-Link service is just one of a 
series of information flows between
Valuation New Zealand and its public and 
private-sector clients. These information 
lfows are diagrammatically represented in 
figure 1. The VNZ database enhancements 
currently underway, will enable VNZ to 
better meet the current need for informa-
tion to support these flows.

The computer systems operated by 
Valuation New Zealand are based around 
two networked IBM AS/400 platforms. A 
diagram of the VNZ computer system, 
with VNZ-Link highlighted, is illustrated 
in figure 2. 
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Figure 1: Diagrammatic representation of VNZ's information Flows.
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"18. Machinery, whether fixed to the 

soil or not."

That exclusion dates back to the Rating 

Amendment Act 1896 s6 of which pro-

vided: 
Rating - Hydro Electric power stations - Ecxlusion of machinery from rateable
property - Whether machinery was restricted to moving parts - Whether "fixed to 
the soil or not" - Separate consideration of each identifiable unit of machinery -
Rating Act 1967, ss 2, 3, 5, 7; Rating Powers Act 1988.

"Notwithstanding anything contained 
in "The Rating Act, 1894," or any

amendment thereof, machinery. 

whether fixed to the soil or not, shall 

not be deemed to be improvements,

In The Court Of Appeal Of New Zealand 

CA 392/92

Between The Otago Central

Electric Power Board 

Appellant

And   The Central Otago District Council 

First Respondent

And The Attorney-General

Second Respondent

Coram Richardson J

Gault J 

McKay J

Hearing 26 October 1993

Counsel D J More and R M Blake for

Appellant

F B Barton for First Re-

spondent

Miss Ailsa Duffy and Miss 

Brenda Heather for Second 

Respondent

Judgement 7 December 1993

Judgement Of The Court Delivered 
By Richardson J

This is a rating case. The central issues on 

the appeal concern the interpretation of the 

provisions of the Rating Act 1967

excluding machinery from rateable 

property and their application to the 

electric power stations of the Otago 

Central Electric Power Board in the 

Tuapeka County in the relevant years 

ending 31 March 1987 and 1988.

The rates at stake total only $28,754.70 

plus penalties and interest. However, the 

issues are regarded as important and we 

heard extensive argument not only on the 

central issues but also on the validity of 

various steps taken and not taken by

various parties and on claims in negli-

gence against the Attorney-General in

respect of valuation of land questions. The

question is complicated by the restructur-

ing of local and central government. But 

on the central issues there is no need to go 

into any of those questions. It is sufficient 

to record 2 points. The first is that the

Central Otago District Council assumed 

the relevant rights and responsibilities of 

the Tuapeka County Council on the

latter's demise. The second is that when 

Electricorp and other newly created SOEs 

were becoming liable for rates in respect of 

lands previously vested in the Crown a 

proviso was included in the exclusion of 

machinery paragraph in the new Rating 

Powers Act 1988 in these terms:

"Provided that, in the case of a hydro-

electric power station, the term

"machinery" shall include only the 

turbines, the generator and associated 

equipment through which electricity 

produced by the generator passes."

While important for rating purposes for all 

hydro electric power stations for the years 

affected by the new Act the legislative

change does not affect the legal position of 

the Power Board under the 1967 Act in the 

years in question.

The statutory exclusion

Capital value system rating was in force in 

Tuapeka County for the relevant years

with rates being made and levied on the 

capital value of rateable property(s7). 

Except as otherwise provided in the Act 

"all land shall be deemed to be rateable 

property"(s3) but the lands described in 

the First Schedule are deemed not to be 

rateable property (s5(1)). Land is itself 

defined in s2 as meaning "all land,

tenements, and hereditaments, whether 

corporeal or incorporeal, and all chattel or 

other interests therein, and all trees 

growing or standing thereon." Except for 

para 18, all the paragraphs in the schedule 

concern lands used for specified purposes 

vested in specified institutions. Paragraph 

18 simply states:

nor shall it be "rateable property" 

within the meaning of "The Rating

Act, 1894", or any amendment thereof. 

Moveable chattels are not land for rating 

purposes but in the absence of an

exclusionary provision a chattel which 

becomes fixed to the land may lose its 

character as a chattel and become part of 

the land. The exclusion of machinery

provision was recast in the Rating Act 

1908 in the same form in which it was re-

enacted in the Rating Act 1925 and again 

in the Rating Act 1967. Between the 

decision of the Supreme Court in Grey 

County v Grey Electric Power Board

[1936] NZLR 247 on which the present 

appellant relies and the repeal of the 1967 

Act there were a number of amendments 

to other paragraphs in the definition of 

rateable property in the 1925 Act and in

the First Schedule to the 1967 Act respec-

tively but none to the machinery exclusion 

paragraph.

The factual background

The Power Board has several power 

houses in the Teviot River catchment area. 

It occupies a block of 7.2843 hectares and 

the dams, power houses, pipelines and 

races are spread over a distance of 7 or 8 

kilometres. It was not created as an 

integrated scheme and the work involved 

was undertaken over more than a century. 

The characterisation for rating purposes of 

what is included in the present overall 

scheme requires some analysis of the 

various elements and how it came about. 

Water race construction by gold miners 

began in the Teviot area in the 1860s. An

18 foot high dam was constructed in the 

Teviot River in 1890 to create Lake

Onslow. It was added to on a number of 

occasions over the next 50 years bringing 

the height to 26' 9".

In 1920 the Teviot Electric Power Board 

was formed. It acquired various water 

rights and plant. In 1924 it developed a 
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combined irrigation and power scheme. 

Irrigation water is drawn and at times of 

the year is still drawn from what is known 

as Ewing Race comprising a Government 

dam on the Teviot River, tunnel and race 

originally constructed by a gold mining 

company. The dam was some kilometres

downstream from Lake Onslow which was 

also used for irrigation purposes.

The first electricity generation installation 

was the George Power House fed by a

pipe from Ewing Race. It was opened in 

1924 with 2 machines of 125kw using 25 

cusecs of water. The balance of 99 cusecs 

was used for irrigation purposes. In 1926 a 

third machine of 600kw was installed. In 

1956 the Government completed a longer 

(1600 m) tunnel from the Government

dam on the Teviot River which joined into 

the existing water race further down.

Between 1938 and 1956 various propos-

als were made to increase the size of the 

combined irrigation/power scheme. In 

1960 the Teviot Electric Power Board 

amalgamated with the Otago Central

Electric Power Board.

In 1966 there were some changes at 

George Power House. Then in 1972 the 

Teviot Bridge Power House opened. 

Previously the outflow from the George 

Power House discharged through a long 

pipeline of 1.1 kilometres into the Teviot 

River. The Teviot Bridge Power House 

with a 1125kw capacity was constructed 

close to the Teviot River.

Between 1978 and 1982 the Power Board 

constructed the Teviot A and B schemes 

and built a new dam at Lake Onslow. That 

dam was constructed in 1982 and at some 

point a small turbine/generator was

installed in a building 3 x 2 in by the dam. 

The Teviot A scheme consisted of a

headpond constructed in a natural depres-

sion near the inflow pipe of 800m to the 

George Power House and a penstock

running from the headpond to Teviot 

Bridge where another power house (Ellis 

Power House) was constructed alongside 

the Teviot Bridge Power House. The Ellis 

Power House has two 3400kw machines. 

The Teviot B scheme was a considerable 

distance upstream. The Marslin Dam on 

the Teviot River feeds water through a

2.6k concrete pipeline to a new power 

house (Michelle Power House containing
a turbine/generator rated at 1700kw). The 

outflow from the power house flows 

through a new water race into the old 

Ewing Race and thence into the new 

headpond.

Irrigation water is drawn from the outflow 

from the Michelle Power House over the 

dry season between 1 September and 20 

April.

Apportionment of capital value 

The capital value of the Power Board's 

property for the years in question was $4m 

(land value $15,000 and improvements 

$3,985,000). The initial valuation by the 

Valuer-General was in 1985 and it seems 

from researches of counsel that the 

turbines and generators were excluded 

from the improvements and not included 

in that capital value. Then in 1987 and on 

the assumption that all the works referred 

to were machinery the Valuer-General 

determined that $1.8m of the $4m was to 

be deducted as non-rateable. The rates

levied were not altered for the years in 

question.

The judgment in the High Court 

Holland J concluded that but for the

decision of Northcroft J in Grey County v 

Grey Electric Power Board he would have 

had no hesitation in concluding that

"machinery" for the purposes of the 

Rating Act 1967 was restricted essentially 

to "moving parts". In his view the purpose 

of the exception was to exclude machinery 

in the popular sense brought on to the land 

for a particular manufacturing process 

which machinery might lose its character 

as a chattel by virtue of becoming fixed to 

the land.

Nevertheless for precedent reasons he 

considered he should follow the Grey 

County decision unless persuaded it was 

wrong in law. In the Grey County case

Northcroft J had rejected a submission for 

the County that "machinery" should be 

restricted to the moving parts, ie effec-

tively the turbines and generator, and held 

that a dam, the pipes or conduit conveying 

the water to the turbines, the surge

chamber through which it passed, the 

turbine and generator, the scroll-case and 

draught tube which led the water from the 

turbines to the tail race, and the tail race 

itself were all "machinery" for the pur-

poses of the Rating Act.

On analysis of the judgments of this court 

in Auckland City Corporation v Auckland

Gas Company Limited [1919] NZLR 561 

on which Northcroft J had relied, Holland 

J concluded that they did not support

Northcroft J's approach. He also consid-

ered that the subsequent decision of this 

court in Hutt Valley Electric Power Board 

v Lower Hutt City Corporation [1949]

NZLR 611 supported the approach which 

he favoured.

Machinery

The physical resources used in an indus-

trial process may be classified in various 

ways. There is a well recognised distinc-

tion between the location or setting in 

which business activity is carried on and 

the apparatus with which it is carried on

(Commissioner of Inland Revenue v 

Waitaki International Limited [1990] 3 

NZLR 27). But while land and buildings 

are ordinarily simply part of the setting in 

which work is performed, in some cases 

land may be modified and buildings 

constructed so that they become part of 

the particular manufacturing or industrial 

process. Next, descriptive terms such as 

tools, implements, equipment, machines, 

machinery, appliances, plant, buildings 

and land refer to particular resources 

utilised in the process. Each is descriptive 

of the particular use to which the object is 

put, the purpose which it serves. While 

there is some overlap there are different 

shades of meaning as reflected in the 

common use of composite expressions 

such as plant and equipment or plant and 

machinery. There are obvious dangers in 

drawing on discussions of the meaning of 

any expression other than the term 

employed in the statutory provision under 

review.

"Machinery" is defined in The Oxford 

English Dictionary (2nd ed) as "Machines, 

or the constituent parts of a machine taken 

collectively; the mechanism or `works' of 

a machine or machines." In Webster's 

Third New International Dictionary it is 

"machines as a functioning unit...the 

constituent parts of a machine or instru-

ments." The relevant meaning of "ma-

chine" in Oxford is "An apparatus for 

applying mechanical power, consisting of 

a number of interrelated parts, each 

having a definite function... Any instru-

ment employed to transmit force, or to 

modify its application", and in Webster 

"an assemblage of parts that are usually 

solid bodies but include in some cases 

lfuid bodies or electricity in conductors 
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and that transmit forces, motion, and 

energy one to another in some predeter-

mined manner and to some desired end." 

The Rating Act is general legislation

affecting owners and occupiers of land 

throughout the country. It is not expressed 

in technical language. There is nothing in 

the subject matter or in the statute to 

justify departing from the ordinary and 

natural meaning of machinery.

In the Rating Act context it is the lands 

described in the First Schedule that are

deemed not to be rateable property (s5(1)) 

and the exclusion of "machinery" in para

18 assumes that what was to be excluded 

would otherwise come within the meaning 

of "land". The added words "whether

fixed to the soil or not" are crucial. To 

become a fixture a chattel has to be

affixed to the land. That assumption 

underlies the added words. In our view the 

paragraph is directed to physical items 

which had the character of machinery 

before or when fixed to the soil. It is 

something other than the land. Clearly a 

natural watercourse such as Teviot River 

or a lake, pond or water race created or 

affected by human intervention cannot 

sensibly answer that description. 

In determining the application of para 18 

it is also necessary to identify the entity 

for consideration. The language itself, 

"machinery, whether fixed to the soil or 

not", suggests that each identifiable unit 

must be considered separately. That does 

not involve a piecemeal approach in 

which components of an integrated 

operation are treated separately. On the 

other hand functionally separated or 

geographically dispersed items must be

looked at separately. To say that they are all 

part of current business operations does not 

satisfy the statutory focus.

Machinery: New Zealand cases 

In Auckland City Corporation v Auckland 

Gas Company Limited the gas company 

had constructed gas works in Auckland 

and had laid its mains and pipes under the 

streets. The City claimed that the mains, 

pipes, gasometers and governors were 

rateable property. By a majority 

(Chapman, Sim and Hosking JJ, Stout CJ 

dissenting) the court held that gasometers 

and governors were within the machinery 

exclusion but mains and pipes were not. 

The majority judges concluded that in 

public legislation of this kind machinery

was to be given its popular meaning and 

that it was necessary to examine the

various appliances and consider the 

functions of each.

Chapman J said at p584:

"It may be that it [the Legislature] 

only had in contemplation machines

fixed and movable, but machines in a 

popular sense - that is to say, appli-

ances for transmitting, regulating, or 

modifying power, and not further

including all kinds of appliances used 

in transmitting the products of facto-

ries, though such appliances are

connected with machinery. In such a 

case a popular test is a fair test, and I 

feel myself unable to say that such

fixed things as the mains laid and used 

for supplying gas are parts of a ma-

chine or are properly included under 

the term "machinery".

Turning to the various appliances he 

concluded that the gasometers did "actu-

ally and actively perform mechanical 

functions' and the governors were "appli-

ances for modifying a force" but the 

supply mains "contribute no action" and 

the main leading to the governor was "not 

a machine actively contributing to the 

state of compression of the gas as the 

gasometer is".

Sim J at p586 said that in its popular 

meaning machinery:

"means primarily a number of ma-

chines taken collectively, and a

machine in its popular sense is a piece 

of mechanism which, by means of its 

interrelated parts, serves to utilise or 

apply power, but does not include

anything that is merely a reservoir or 

conduit, although connected with

something which is without doubt a 

machine. Are, then, the company's 

gasometers and mains machines or 

machinery in the popular sense?"

Answering his own question he concluded 

that:

"the gasometer performs the function 

of a pump in connection with the

distribution of the gas, and for that 

reason it may be regarded as a ma-

chine. The mains and pipes, however, 

do not perform any such function in

connection with the distribution. They 

are used in conveying the gas in the 

first place from the point of manufac-

ture to the gasometers, and from the

gasometers to the consumers. They are 

thus conduits and reservoirs, but

nothing more."

After referring to a number of dictionaries 

and engineering treatises, Hosking J at

p590 said that the assemblage of mechani-

cal contrivances at the gasworks was

clearly machinery:

"The whole is a combination of 

mechanical parts by which motion and 

force are applied to the production of 

gas in a merchantable state, including 

in that the addition of the requisite 

pressure at the point of exit. To this 

end it is plain that separate and 

unconnected gas-pipes do not contrib-

ute, and being separate and uncon-

nected they could not, according to the 

definitions given, be deemed mechani-

cal and come under the designation of 

"machinery"."

In Hutt Valley Electric Power Board v 

Lower Hutt City Corporation the court 

applied the reasoning of the majority in 

the Auckland Gas Company case in

holding that the poles, cross-arms, insula-

tors and wires used by the Power Board 

for the transmission of electricity were not 

machinery within the Rating Act excep-

tion. The only reference to Grey County v 

Grey Electric Power Board was by Finlay

J. Earlier he had distinguished the case 

before the court where a construction, i.e.

the transmission apparatus, did not invoke 

force or power and merely acted as a

means of transmission of the product to 

operations performed elsewhere from a 

case where the whole construction was a

unit designed to invoke and use power. At 

p626 Finlay J noted that Grey County v

Grey Electric Power Board: "does not 

conflict with the views here expressed. It

is merely an example of the application of 

the principle here again enunciated, and 

there is no necessity to consider the

validity of the application." In short, it 

was on the basis that Northcroft J had

treated all the items as integrated compo-

nents of a single entity that Finlay J

accepted that the Judgment did not 

conflict with the views expressed in the 

Auckland Gas Company and Hutt Valley 

Electric Power Board cases.

This brings us to Grey County v Grey 

Electric Power Board. Northcroft J

described the case in this way (PP 249-

250): 
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"the system upon which the works 

have been constructed has involved, in 

the first place, the construction of a 

dam whereby the water of a stream is 

impounded to be made use of for the 

purposes of generating power. From 

the dam the water is led by a conduit 

or pipeline, part of which is tunnelled 

through a hill and another part of 

which is carried across the stream 

below the dam upon piers. At this 

point the upper surface of the pipe has 

been flattened so as to form a bridge 

used exclusively in connection with 

the works. The fact that the pipeline is 

also a bridge is thus only accidental, 

and its existence does not affect the 

question for consideration by me. At 

the end of the pipe-line, the water, 

before it is led to the turbines, enters a 

surge chamber intended to equalise 

pressure. It was explained in evidence 

that the potential energy in the im-

pounded water - i.e., the force of 

gravity - is contained by the reservoir 

and is led by the conduit through the 

surge chamber to the turbines. This 

potential energy is turned into kinetic 

energy by conducting the water 

through the conduit and surge cham-

ber, thus obtaining velocity. From the 

surge chamber the water is passed 

through the turbines, being the part of 

the machine designed to rotate. Thus 

the kinetic energy is taken from the 

water in the resistance offered to its 

lfow by this part of the machine. The 

turbine is contained in a scroll-case 

which also forms the foundation of the 

power-house, whence the water passes 

through the draught-tube and the tail-

race, thus providing the further fall of 

water necessary for the performance of 

its task of generating power."

At p253 he concluded that all the items 

did

"constitute a collection of "appliances 

for transmitting, regulating, and

modifying power," and is "a piece of 

mechanism" which by means of its 

interrelated parts, serves to utilise or 

"apply power," and is "a combination 

of mechanical parts by which motion

and force are applied to the production 

of"electricity in a merchantable state." 

The judge accepted that in a popular sense 

neither the dam nor the tail race would be 

referred to as machinery but concluded 

that on proper examination of the subject 

and after due consideration the ordinary 

business man or plain man would say that 

having regard to the definitions which he 

had cited from the Auckland Gas Com-

pany case, the whole of the plant of the 

Power Board was machinery. Northcroft J 

could not, we think, have reached that

view had he not concluded that everything 

from dam to tail-race was part of an

integrated process performing the task of 

generating power. And he had earlier

compared the situation before the court 

with a steam locomotive and had noted 

the argument "that as all the component 

parts referred to about a railway locomo-

tive would be collectively referred to as 

machinery, so also should the component 

parts of this plant be thus described."

Conclusions

Like Finlay J in the Hutt Valley Electric 

Power Board case we do not find it

necessary to consider the validity of 

Northcroft J's application of the principle 

established in the Auckland Gas Company 

case - and affirmed in the Hutt Valley 

Electric Power Board case. This is 

because the present case is clearly distin-

guishable on the facts. But, to the extent 

that some analogy may be drawn between 

the project in the Grey County case and 

limited parts of the appellant's scheme, 

we prefer the approach taken in the 

Auckland Gas Company case.

Although understandably now described as 

the Teviot Power Scheme the history of the 

work carried out at different times

over more than 100 years and the different 

functions now performed at different and 

separated locations make it impossible to 

treat it all as a single unit. It is necessary 

to examine each item and its function

separately as was done in the Auckland 

Gas Company case.

Lake Onslow was created and a dam built 

for that purpose long before electricity

generation was in contemplation. A 

replacement dam was built in 1982. 

Associated with it is a small turbine/

generator. Turbines and generators apply 

motion and force in the production of

electricity and qualify as machinery. The 

lake itself and the dam are essentially for 

the storing of water and neither transmit 

nor modify motion and force.

The Marslin dam was simply a reservoir. 

The pipeline from there to the Michelle 

Power House diverts water from the

Teviot River and, relying on gravity, 

conveys and confines it in its passage to 

the power house. The means by which the 

water is conveyed cannot be described as 

machinery where the means itself contains 

no element of motion or action (Hutt 

Valley Electric Power Board case per 

Hutchison J p637). As in the Auckland 

Gas Company case the fact that the pipe is 

connected to a machine does not convert it 

into machinery. The generator/turbine at 

Michelle Power House is machinery but 

the outflow pipe and the Ewing race 

which carry the water a further distance to 

the head pond are simply conduits. They 

do not utilise or apply power. The head 

pond is another reservoir and indeed is 

also used for irrigation purposes. So, too, 

in effect are the inflow race and pipeline. 

The pipelines from the pond to the George 

Power House and on to the Teviot Bridge 

Power House and the penstock convey 

water. They do nothing themselves. 

On this analysis generators and turbines at 

the George, Teviot Bridge and Ellis Power 

Houses are machinery as are the generator 

and turbine at Lake Onslow but the dams, 

pond, pipelines, water races and penstock 

do not qualify.

It follows that on the central issue the 

Power Board must fail. On the assumption 

accepted by counsel for the Power Board 

that the generators and turbines were not 

included in the calculation of rateable 

property on which the rate demands were 

based, no adjustment to the rates de-

manded is now required.

In the result it becomes unnecessary to 

consider all the other issues canvassed in 

argument. The appeal is dismissed. The

first respondent is entitled to costs against 

the appellant which are fixed at $3,500

together with all reasonable disbursements 

including travel and any accommodation 

expenses of counsel. If any question of

costs arises in relation to the second 

respondent counsel may submit memo-

randa.

Solicitors:

Bodkins, Alexandra, for the Appellant 

Caudwells, Dunedin, for the First Re-

spondent 
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shall by notice in writing to the lessor

Lease - Interpretation of terms of sub-lease - Sub-lease of office building - No (herein called "the lessee's notice")

review of rent by sub-lessor/defendant - Plaintiff requested advice of current dispute the rent so fixed and set out in

market rent - Sub-lease contained no "Ratchet" clause - Whether demise clause 
required defendant to state its assessment of the current market rent and to fix 
same - Whether triggering of the review process at the option of the defendant -
Judicature Act 1908. s 24C (4)

In The High Court Of New Zealand The particular argument is over the rental
for the period commencing 1 December

the lessee's notice the amount which 
the lessee considers to be the current 
market rent of the land and the build-
ings as at that particular review date 
then the rent so fixed by the lessor 
shall be the base rent as from that
particular review date in substitution 
for the amount specified in this lease

Auckland Registry 
Commercial List

C.L.  56/93

Under Section 24C of the

Judicature Act 1908

Between National Mutual Life
Association Of 

Australasia Limited

Plaintiff

And   Australian Mutual Provident 
Society

Defendant

Hearing: 16 December 1993

Counsel: R.J. Craddock Q.C. and T.

Sissons for plaintiff 

A.D. McKenzie and S.D. 

Galloway for defendant

Judgement: 16 December 1993

(Oral) Judgment Of Barker J

This is an application under S.24C(4) of the 
Judicature Act 1908 for the determina-
tion by a Commercial List Judge of a
question of interpretation of a commercial 
document.

As noted in other recent occasions when 
this subsection has been invoked, the
Court is usually able to provide for speedy 
determination of such questions. This case 
is no exception. The proceedings were
instituted only some 2 months ago; 
counsel have co-operated as to necessary 
documentation.

The dispute concerns the construction of a 
memorandum of sub-lease dated 11 June 
1990 between the defendant as sub-lessor 
and the plaintiff as sub-lessee of a prop-
erty known as General Finance House
situated in central Wellington. The sub-
lease was for a term of 13 years 9 months, 
commencing on 1 March 1991 and
expiring at 12.p.m. on 30 November 2004. 
The demise was expressed in these words: 
"at a yearly rental (hereinafter called "the 
base rent") of $661,669 (plus goods and 
services tax) for the period from the date 
of commencement until the 30th day of 
November 1992 (and thereafter as deter-
mined in accordance with the provisions 
of clause 3.06 hereof)".

1992. By letter dated 30 September 1992, 
the plaintiff advised the defendant that it 
had decided not to review the rent on I
December 1992. This letter did not bring a 
response from the plaintiff until 17 May 
1993 when the plaintiff advised the
defendant that the effect of the defend-
ant's decision not to review the rent left
the amount of rent payable from 1 Decem-
ber 1992 undetermined. The plaintiff then 
requested the defendant to advise what it 
considered to be the current market rent as 
at 1 December 1992 for the next 3 years; 
such advice was the first step in the
procedure laid down in clause 3.06 to 
which reference will shortly be made.

The defendant refused to take any steps to 
state its assessment of the current market 
rent as at 1 December 1992, these pro-
ceedings followed. It is agreed that the 
market rent as from 1 December 1992 
would be much less than the $661,669 
payable from I March 1991.

The question for determination by this 
Court is what is the basis for the rental 
payable from 1 December 1992. The
answer to this question requires considera-
tion of not only the demise clause to
which I have referred but of the following 
other clauses -

"3.01  Covenant to Pay Rent: 
The lessee shall pay to the lessor 
during the term of this lease the base 
rent at the rate hereinbefore specified 
or where increased in accordance with 
the express provisions of this lease at 
the increased rate."

"3.06 (a) Rent Reviews:

At any time not earlier than four (4) 
months (in which regard time shall not 
be of the essence) prior to each of the 
successive dates stated in Item 3 of the
first schedule (each of such dates being 
called "the review date") the lessor
may give notice in writing to the lessee 
setting out the amount which the lessor 
considers to be the current market rent 
of the land and the buildings as at that 
particular review date and unless
within one (1) month after the date of 
service of the said notice the lessee

or where applicable the rent deter-
mined at any previous review date 
PROVIDED ALWAYS that notwith-
standing that the lessee may dispute 
the lessor's notice of the current
market rent pending determining of the 
current market rent either by negotia-
tion or as provided in clause 3.06(b)
the lessee shall pay base rent for the 
land and the building at the current 
market review date SUBJECT AL-
WAYS to adjustment between the
parties once determination by negotia-
tion or pursuant to clause 3.06(b) is 
completed, such adjustment to include
the payment of interest by the lessor to 
the lessee on any amount refunded to 
the lessee once the base rent has been 
determined such interest to be at the 
rate the lessor is then charging for
commercial loans secured by a first 
mortgage of land."

The remainder of clause 3.06 provides 
detailed machinery for the fixing of "base 
rent" after a triggering notice has been 
given by the lessor. The procedure is 
fairly often encountered by the Courts in 
rental disputes; the lessee is required to 
state whether it agrees with the lessor's 
assessment of rent and, if not, to state its 
assessment. The parties are then required 
to negotiate to resolve the dispute. If they 
cannot, there is machinery for each to 
have a representative and for an umpire to 
be appointed if the representatives cannot 
agree. There is no need to state these 
provisions because they are not in issue 
and the process has yet to be triggered. 
The most important thing about this 
document is that it does not contain in 
actual terms what is commonly called a 
"ratchet" clause. The effect of such a 
clause, found frequently in commercial 
leases, is that, at any rent review the rent 
for the renewed term cannot be less than 
that currently being paid. So that if there 
were a ratchet clause of the commonly 
understood type, the $661,669 would be 
the minimum rent payable regardless of 
what the market rent might happen to be 
at any given review date.

One could take judicial notice that these 
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parties, both prominent in the New 
Zealand commercial property market,
would have been aware of the desirability 
or otherwise at a ratchet clause. In fact 
clause 2.04 of the document provides a 
limited ratchet clause; it relates to the
rental payable on a renewal of the lease 

when the lease finally expires in 2004. 

The lease was adapted from standard
leases of the defendant and of an organisa-
tion known as "SOMA New Zealand". I 
pay little regard to those other documents 
because this document has to be construed 
within its four corners; but it is legitimate 
to assume as part of the factual matrix that 
these parties decided for whatever reason 
that they would not have a ratchet clause 
in their lease.

The simple submission of the plaintiff is 
that despite the permissive wording of 
S.3.06(a) the demise clause requires the
lessor to state its assessment of the current 
market rent as at 1 December 1992 and 
thereafter to go through the extensive
process for fixing current market rent as 
stated in the remainder of clause 3.06. 
The submission is based on the fact that 
"base rent" is defined by the lease as
being "the yearly rentals" (hereinafter 
called the "base rent") which is fixed at a 
named amount from the date of com-
mencement of the lease until 30 Novem-
ber 1992 at $661,669. The plaintiff's 
submission is that, thereafter, the "base 
rental" falls to be determined in accord-
ance with the provisions of clause 3.06. 
Indeed, reference to clause 3.06 shows the 
new "base rent" is the product of the 
review process "in substitution for the 
amount specified in this lease or where 
applicable the rent determined at any 
previous review date".

The submission of the defendant is that 
clause 3.06(a) clearly makes the triggering 
of the review process purely at the option 
of the lessor. Had the tenant wanted the

right to trigger the review process itself, 
then it should have ensured that the right 
to trigger the review was given to both 
parties. The defendant submitted that the 
wording is clear that the triggering of the 
notice is completely optional in the

discretion of the defendant lessor. 

Counsel for the defendant pointed to
clause 3.01; in particular, counsel relied 
on the words "or where increased in
accordance with the express provisions of 
this lease at the increased rate". The effect 
of the submission was to make clause 3.01 
a de facto ratchet clause because there was 
no way in which "base rent" could be
reduced, should the lessor elect not to 
trigger the process under clause 3.06.

The matter is fairly finely balanced but, as 
with all commercial contracts, I must
endeavour to ascertain the intentions of the 
parties from the words used and I must 
consider a commercial solution to the
problem posed.The lease document itself' 
is not particularly happily drafted. I
suspect that this was because the drafter 
was somewhat unselective in what parts of 
the BOMA or previous AMP leases were 
adapted for use in this document which
signally failed to contain the usual ratchet 
clause.

In my view, the central and dominant 
provision of any lease must be the demise 
clause. The parties have gone to some 
lengths to specify that the $661,669 rental 
figure applies only for the specified 
period. They have gone on to specify what 
the yearly rental, i.e. "base rent" should be 
thereafter and to invoke the machinery of 
clause 3.06. On the face of it, that machin-
ery can be triggered only at the election of 
the lessor; but to ascribe that construction 
would be to render meaningless the 
demise provision. To give the demise
provision some meaning, the parties must 
be taken to have assumed that the lessor 
should give the notice in writing trigger-

IMPORTANT NOTICE

ing the review process and with that 
notice should have stated the lessor's view 
of the current market rent. At the very 
least, it must be that the lessor is required 
to trigger the process should the lessee 
require it.

I cannot read clause 3.01  as being contrary 
to that view; the expression "base rent at 
the rate hereinbefore specified" rather

begs the question as to what the base 

rent should be; the answer to the question
- "what is the base rent?" must determined 
by looking at the demise provision.

I am heavily influenced in my decision by 
the deliberate decision of the parties not to 
include a ratchet clause. I feel that the
submissions of the lessor in this case 
would have the result of including a 
ratchet clause where the parties have
deliberately gone out of their way not to 
include one. Although there is the permis-
sive word "may" in clause 3.06, I do not 
think that word can sit happily in these
circumstances with the clear wording of 
the demise clause. At worst, as counsel for 
the plaintiff submitted, there is a minor
gloss on clause 3.06 in these circum-
stances.

Although the equity of the situation does 
not matter, the reality is from this inter-
pretation that the lessor will still be
obtaining a market return on its invest-
ment.

The matter is in very short compass. For 
the reasons I have endeavoured to express, 
there will have to be judgment for the
plaintiff. No doubt counsel can agree on 
the terms of a suitable declaration. The 
plaintiff is entitled to costs. I shall hear 
counsel if need be. Liberty to apply on 
costs is reserved.

Solicitors:

Simpson Grierson Butler White, Welling-
ton, for plaintiff

Rudd Watts & Stone, Wellington, for 
defendant 
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LANDCORP PROPERTY LIMITED-
REGISTERED VALUERS,  PROPERTY CONSULTANTS & 
REAL ESTATE AGENTS
Level 13 Microsoft House, 69 Symonds Street, Private Bag 92-079, 
Auckland.
Phone (09) 307-7882. Facsimile: (09) 307-7888. 
Philip J Evans, Dip.Val.(Hons)., A.N.Z.I.V.
Ross Blackmore,B.B.S., A.N.Z.I.V., M.P,M.I., A.R.I.C.S. 
Murray Jordan, B.P.A., M.P.A.
Mark Irwin, P.G.,Dip.Com.(V.P.M.)., Dip.Fmgt., Dip.Agr. 
Mark Hickmott, B.B.S.
Lindsay Williams, B.Com.(V.P.M.).

MAHONEY GARDNER CHURTON LTD -
REGISTERED VALUERS 
7th Floor, Wyndham Towers,
Cnr. Wyndham & Albert Streets, Auckland. 
P 0 Box 105-250, Auckland Central.
Phone (09) 373-4990. Facsimile (09) 303-3937. Peter J 
Mahoney, Dip.Urb.Val., F.N.Z.I.V., M.P.M.I. A R 
(Tony) Gardner, Dip.Urb.Val., F.N.Z.I.V. John A 
Churton, Dip.Urb.Val., A.N.Z.I.V.

MITCHELL HICKEY & CO -
REGISTERED VALUERS AND PROPERTY CONSULTANTS
153 Lake Road, P O Box 33-676, Takapuna, Auckland 9. 
DX 3037, Takapuna, Auckland.
Phone: (09) 445-6212. Facsimile (09) 445-2792.

J B Mitchell, Val.Prof., A.N.Z.I.V. J A 
Hickey, Dip.Urb.Val., A.N.Z.I.V. C M 
Keeling, B.P.A., A.N.Z.I.V.

R A PURDY & CO LTD -
REGISTERED VALUERS & PROPERTY CONSULTANTS
34 O'Rorke Road, Penrose, Auckland.
P O Box 87-222, Meadowbank, Auckland 5. DX 7201. 
Phone (09) 525-3043. Facsimile (09) 571-0735.
Richard A Purdy, Val.Prof.Urb., A.N.Z.I.V. 
Dana A McAuliffe, Val.Prof.Urb., A.N.Z.I.V. 
Anthony P Long, B.P.A. 
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RICHARD ELLIS LIMITED -
VALUERS, INTERNATIONAL PROPERTY CONSULTANTS & 
MANAGERS, LICENCED REAL ESTATE AGENTS
Level 32, Coopers & Lybrand Tower, 23-29 Albert Street, Auckland. P 
0 Box 2723, Auckland.
Phone (09) 377-0645. Facsimile (09) 377-0779.

M J Steur, Dip.Val., A.N.Z.I.V., M.P.M.I.
C J Redman, B.B.S. - Dip. B.S., A.Arb. I.N.Z., A.N.Z.I.V. 
B R Catley, B.P.A.
A H Evans, B.B.S.
A Selby, B.B.S.(V.P.M.).

ROBERTSON, YOUNG, TELFER (NORTHERN) LTD
PROPERTY INVESTMENT CONSULTANTS, 
ANALYSTS & REGISTERED VALUERS
7th Floor, 350 Queen Street, Cnr. 350 Queen & Rutland Streets, 
Auckland.
P O Box 5533, Auckland. DX 1063. 
Phone (09) 379-8956. Facsimile (09) 309-5443.
R Peter Young, BCom., Dip.Urb.Val., F.N.Z.LV.(Life), M.P.M.I. 
M Evan Gamby, Dip.Urb.Val., F.N.Z.I.V., M.P.M.l.
Bruce A Cork, Dip.Urb.Val., A.N.Z.I.V., F.H.K.I.S., A.R.E.I.N.Z. T 
Lewis Esplin, Dip.Urb.Val., A.N.Z.I.V.
Ross H Hendry, Dip.Urb.Val., A.N.Z.I.V. 
Trevor M Walker, Dip.Val., A.N.Z.I.V. 
lain W Gribble, Dip.Urb.Val., F.N.Z.I.V. 
Keith G McKeown, Dip.Val., A.N.Z.I.V. 
Gerald A Rundle, B.Com, B.P.A.
Consultant: David H Baker, F.N.Z.I.V.

ROLLE ASSOCIATES LTD
INTERNATIONAL PROPERTY AND PLANT & MACHINERY 
VALUERS AND PROPERTY CONSULTANTS
77 Grafton Road, Auckland. P 0 Box 8685, Auckland. 
Phone (09) 309-7867. Facsimile (09) 309-7925.
A D Beagley, B.Ag Sc.
C Cleverley, Dip.Urb.Val.(Hons), A.N.Z.I.V. 
M T Sprague, Dip.Urb.Val., A.N.Z.I.V.
P R Hollings, B.P.A.
C J Pouw, M.I.P.M.V.
J G Lewis, M.I.P.M.V.

S Philp, F.R.I.C.S., A.C.I.A.R.B., M.P.M.I. 
B Coleman, B.P.A.

ROPE & CO LTD -
PROPERTY CONSULTANTS & REGISTERED VALUERS 
I Nile Road, Milford, Auckland.  P 0 Box 35-384, Browns Bay, 
Auckland 10
Phone (09) 486-4134. Facsimile (09) 486-4119. R 
Warwick Rope, B.B.S., N.Z.C.L.S., A.N.Z.I.V. 
Ross I Forsyth, Dip.Urb.Val.

SEAGAR & PARTNERS -
PROPERTY CONSULTANTS & REGISTERED VALUERS 
City office: Level 9, 17 Albert Street, Auckland 1000
Phone (09) 309-2116. Facsimile (09) 309-2471. 
Manukau office: NDA Building, Amersham Way, Manukau. P 
0 Box 76-251, Manukau City.
Phone (09) 262-4060. Facsimile (09) 262-4061. 
Howick Office: 22 Picton Street, P 0 Box 38-051, Howick. 
Phone (09) 535-4540.  Facsimile (09) 535-5206. 
C N Seagar, Dip.Urb.Val., A.N.Z.I.V., M.P.M.I. 
A J Gillard, Dip.Urb.Val., A.N.Z.I.V.
M A Clark, Dip. Val., A.N.Z.I.V. 
A Appleton, Dip.Urb.Val., A.N.Z.I.V. 
W G Priest, B.Ag.Com., A.N.Z.I.V.
I R McGowan, B.Com., (V.P.M.), A.N.Z.I.V.
0 Westerlund, B.P.A., A.N.Z.I.V. I 
R Colcord, B.P.A.
S S Bishop, B.B.S.
H Balsom, B.B.S.(V.P.M.) 
R Quilan,B.P.A.
M Brebner, B.P.A.
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SHELDON & PARTNERS LTD -
REGISTERED VALUERS, PROPERTY CONSULTANTS
GRE Building, Ground Floor,  12-14  Northcroft St, Takapuna, 

Auckland.

P O Box 33-136, Takapuna, Auckland.

Phone (09) 486-1661. Fascimile (09) 489-5610. 
R M H Sheldon, A.N.Z.I.V., N.Z.T.C.
A S McEwan,Dip.Urb.Val. A.N.Z.I.V. 
B R Stafford-Bush, B.Sc., Dip.B.I.A., A.N.Z.I.V. J 
B Rhodes, A.N.Z.I.V.
G W Brunsdon,Dip.Val., A.N.Z.I.V. 
T McCabe, B.P.A.
D F Paton,B.Com.(Ag).V.F.M., A.N.Z.I.V.
G D Lopes, B.B.S., A.N.Z.I.V.

SIMON G THOMPSON & ASSOCIATES -
REGISTERED VALUERS & PROPERTY CONSULTANTS 1st 
Floor, I Elizabeth Street (opposite Courthouse), Warkworth. P 0 
Box 99, Warkworth.
Phone (09) 425-7453. Facsimile (09) 425-7502. 
Simon G Thompson, Dip.Urb.Val., A.N.Z.I.V.

TSE GROUP LTD
REGISTERED VALUERS & PROPERTY CONSULTANTS 
Owens House, 6 Harrison Road, Mt Wellington, Auckland.
P 0 Box 6504, Auckland.
Phone (09) 525-2214. Facsimile (09) 525-2241. 
David J Henty, Dip.Urb.Val., A.N.Z.I.V.

THAMES/COROMANDEL

JORDAN, & ASSOCIATES -
REGISTERED VALUERS AND 
PROPERTY CONSULTANTS 
516 Pollen Street, Thames.
P 0 Box 500, Thames.
Phone (07) 868-8963. Facsimile (07) 868-8360. 
M J Jordan, A.N.Z.I.V., Val.Prof.Rural, Val.Prof.Urb.

GRAEME NEAL
REGISTERED VALUER & PROPERTY CONSULTANT 
Coghill House, 10 Coghill Street, Whitianga.
P 0 Box 55, Whitianga.
Phone (07) 866-4414. Facsimile (07) 866-4414. 
D Graeme Neal, A.N.Z.I.V.

WAIKATO

ARCHBOLD & CO. -
REGISTERED VALUERS
AND PROPERTY MANAGEMENT CONSULTANTS
37 Thackeray Street, Hamilton.
P O Box 9381, Hamilton.
Phone (07) 839-0155. Facsimile (07) 839-0166. 
D J 0 Archbold, J.P., F.N.Z.I.V., M.P.M.I., Dip.V.F.M. 
D R Smyth, Dip.Ag., Dip.V.F.M., A.N.Z.I.V. 
I J Lowry, B.B.S.

ASHWORTH LOCKWOOD LTD -
REGISTERED VALUERS,
PROPERTY & FARM MANAGEMENT CONSULTANTS
96 Rostrevor Street, Hamilton.
P O Box 9439, Hamilton.
Phone (07) 838-3248. Facsimile (07) 838-3390. R 
J Lockwood, Dip.Ag., Dip.V.F.M., A.N.Z.I.V. J R 
Ross, B.Agr.Comm., A.N.Z.I.V.
J L Sweeney, Dip.Ag., Dip.V.F.M., A.N.Z.I.V. 
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ATTEWELL GERBICH HAVILL LIMITED -
REGISTERED VALUERS
AND PROPERTY CONSULTANTS
6th Floor, WEL Energy House, Cnr Victoria/London Streets, Hamilton. P 
O Box 9247, Hamilton.
Phone (07) 839-3804. Facsimile (07) 834-0310. 
Glenn Attewell, A.N.Z.I.V.
Wayne Gerbich, A.N.Z.I.V. 
Michael Havill, A.N.Z.I.V. 
Roger Gordon, A.N.Z.I.V.
Peter Smith, B.Com.(V.P.M.).

BEAMISH AND DARRAGH -
REGISTERED VALUERS
AND FARM MANAGEMENT CONSULTANTS P 
O Box 132, Te Awamutu.
Phone (07) 871-5169.
J D Darragh,Dip Ag., Dip V.F.M., A.N.Z.I. V., Reg'd. M.N.Z.S.F.M.

CURNOW TIZARD
REGISTERED VALUERS AND PROPERTY FACILITATORS 
1st Floor, Arcadia Building, Worley Place. P 0 Box 795. Hamilton. 
Phone (07) 838-3232. Facsimile (07) 839-5978.
Geoff W Tizard, A.N.Z.I.V., A.Arb.I.N.Z., B.Agr.Comm. 
Phillip A Curnow, A.N.Z.I.V., A.Arb.I.N.Z., M.P.M.l.

DYMOCK VALUERS & CO LTD -
REGISTERED PUBLIC VALUERS 
P O Box 4013, Hamilton.
Phone & Fax (07) 839-5043. Mobile (025) 937-635. 
Wynne F Dymock, A.N.Z.I.V.
Lawrence J Hill, B.Comm.(VPM)., A.N.Z.I.V.

BRIAN HAMILL & ASSOCIATES -
REGISTERED VALUERS, PROPERTY CONSULTANTS P
0 Box 9020, Hamilton. DX 4402 Victoria North.
1000 Victoria Street, Hamilton.
Phone (07) 838-3175  Facsimile (07) 838-2765.
Brian F Hamill, Val.Prof., A.N.Z.I.V., A.R.E.I.N.Z., A.C.I.Arb., 

M.P.M.I.
Kevin F O'Keefe, Dip.Ag., Dip.V.F.M., A.N.Z.I.V.

MCKEGG & CO -
REGISTERED PUBLIC VALUERS 
P O Box 1271, Hamilton.
Phone (07) 829-9829. Facsimile (07) 829-9891. 
Hamish M McKegg, A.N.Z.I.V., Dip.V.F.M., Val.(Urb)Prof.

PROFESSIONAL PROPERTY SERVICES (NZ) LIMITED-
RESIDENTIAL, COMMERCIAL, INDUSTRIAL & RURAL 
VALUATIONS, PROPERTY CONSULTANTS,
FARM MANAGEMENT CONSULTANTS
95 Arawa Street, Matamata.
Phone (07) 888-5014. Facsimile (07) 888-5014. 
David Reid, Dip.V.F.M., A.N.Z.I.V.

ROBERTSON YOUNG TELFER (NORTHERN) LTD -
PROPERTY INVESTMENT CONSULTANTS, 
ANALYSTS & REGISTERED VALUERS
Regency House, Ward Street, Hamilton. P 
O Box 616, Hamilton.
Phone (07) 839-0360, Facsimile (07) 839-0755. 
Cambridge Office   Phone and Facsimile (07) 827-8102. B 
J Hilson,F.N.Z.I.V., M.P.M.I., A.R.I.C.S., F.S.V.A. D J 
Saunders, B.Com.(V.P.M.), A.N.Z.I.V. 
Sue J Dunbar, A.N.Z.I.V. Dip.Urb. V al.
M Bruce Colson, B.B.S.(VPM)., D.B.A. 
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J R SHARP -
REGISTERED VALUER
12 Garthwood Road, Hamilton. P O Box 11-065, Hillcrest, Hamilton. 
Phone (07) 856-3656. Facsimile (07) 843-5264.

J R Sharp, Dip.V.F.M., F.N.Z.I.V.

SPORLE, BERNAU & ASSOCIATES
REGISTERED VALUERS, PROPERTY CONSULTANTS 
Federated Farmers Building, 169 London Street, Hamilton.
P 0 Box 442, Hamilton.
Phone (07) 838-0164.

P D Sporle, Dip.V.F.M., A.N.Z.I.V., M.N.Z.S.F.M.

ROTORUA/BAY OF PLENTY

ATKINSON BOYES CAMPBELL
REGISTERED VALUERS (URBAN & RURAL) 
1st Floor, Phoenix House, Pyne Street, Whakatane. P 
0 Box 571, Whakatane.
Phone (07) 308-8919. Facsimile (07) 307-0665. 
D T Atkinson, A.N.Z.I.V., Dip V.F.M.
M J Boyes, A.N.Z.I.V., Dip.Urb.Val.
D R Campbell,A.N.Z.I.V., Val.Prof.Urban & Rural.

BENNIE & FISHER
REGISTERED VALUERS
AND PROPERTY CONSULTANTS
30 Willow Street, P 0 Box 998, Tauranga. Phone 
(07) 578-6456. Facsimile (07) 578-5839. J 
Douglas Bennie, A.N.Z.I.V., M.P.M.I. 
Bruce C Fisher, A.N.Z.I.V.
Ray L Rohloff, A.N.Z.I.V.

BURKE, HARRIS & ASSOCIATES
REGISTERED VALUERS & RURAL CONSULTANTS
87 First Avenue, P 0 Box 8076, Tauranga.
Phone (07) 578-3749. Facsimile (07) 571-8342. 
John G Burke, A.N.Z.I.V., B.Ag.Sc., M.N.S.F.M.
Simon H Harris, A.N.Z.1.V., B.Ag.Comm., M.N.S.F.M.

CLEGHORN, GILLESPIE, JENSEN & ASSOCIATES -
REGISTERED VALUERS
AND PROPERTY CONSULTANTS 
Quadrant House, 77 Haupapa Street, Rotorua. P 
0 Box 2081, Rotorua.
Phone (07) 347-6001, 348-9338. Facsimile (07) 347-6191. 
W A Cleghorn, F.N.Z.I.V.
G R Gillespie, A.N.Z.I.V. 
M J Jensen, A.N.Z.I.V. 
D L Janett, A.N.Z.I.V.
M O'Malley, B.Com (VPM).

CHRIS HARRISON & ASSOCIATES -
REGISTERED VALUERS
AND PROPERTY CONSULTANTS
17 Cherrywood Court, P O Box 8039, Tauranga.
Phone (07) 576-1662. Facsimile (07) 576-4171.

Chris R Harrison, A.N.Z.I.V., Dip.Urb.Val. 
Nick D Ansley, A.N.Z.I.V., B.Com.(VPM).

HILLS WELLER -
REGISTERED VALUERS & PROPERTY CONSULTANTS
40 Wharf Street, P 0 Box 2327, Tauranga.
Phone (07) 571-8436. Facsimile (07) 577-6843 
R J Hills, B.Ag.Sc., A.N.Z.I.V.
J R Weller, B.Ag.Com., A.N.Z.I.V., A.I.V.L.E.(Val). 
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JONES, TIERNEY & GREEN -
PUBLIC VALUERS & PROPERTY CONSULTANTS 
Appraisal House, 36 Cameron Road, P 0 Box 295, Tauranga. 
Phone (07) 578-1648, 578-1794. Fascimile (07) 578-0785. 
Peter Edward Tierney, F.N.Z.I.V., Dip. V .F.M. 
Leonard Thomas Green, F.N.Z.I.V. Dip.Urb.Val., 
David F Boyd, A.N.Z.I.V., Dip.V.F.M., Dip.Ag. 
Malcolm P Ashby, A.N.Z.I.V., B.Ag.Comm.

JOHN C KERSHAW -
REGISTERED VALUER (NZ AND FIJI),T 
PROPERTY COieiuULTAN 
13A Hoidens Avenue, Rotorua.

Phone (07) 347-0838. Facsimile (07) 345-5826. 
John C Kershaw, Dip.Urb.Val., A.N.Z.I.V.

MIDDLETON VALUATION -
REGISTERED VALUERS,
URBAN & RURAL PROPERTY CONSULTANTS
18 Wharf Street, P 0 Box 455, Tauranga. 
Phone (07) 578-4675. Facsimile (07) 577-9606. 
474 Maunganui Road, Mount Maunganui. 
Phone (07) 575-6386.
Jellicoe Street, Te Puke.
Phone (07) 573-8220. Facsimile (07) 573-7717. J L 
Middleton, A.N.Z.I.V., B.Ag.Sc., M.N.Z.I.A.S. A H 
Pratt, A.N.Z.LV., M.P.M.I.
D Croucher, B.B.S.(VPM).

C B MORISON LTD -
(INCORPORATING G FCOLBECK &ASSOCIATES)
REGISTERED VALUERS ENGINEERS & 
PROPERTY DEVELOPMENT ADVISERS 
107 Heu Heu Street, P O Box 1277, Taupo.
Phone (07) 378-5533. Facsimile (07) 378-0110. 
C B Morison, B.E.(Civil), M.1.P.E.N.Z., M.I.C.E., A.N.Z.LV. G 
W Banfield, B.Agr.Sci., A.N.Z.I.V.

REID & REYNOLDS -
REGISTERED VALUERS
13 Amohia Street, P O Box 2121, Rotorua. DX 11437 
Phone (07) 348-1059. Facsimile (07) 347-7769.
Ronald H Reid, A.N.Z.I.V.
Hugh H Reynolds, A.N.Z.I.V. 
Grant A Utteridge, A.N.Z.I.V.

DON W TRUSS -
REGISTERED VALUER & PROPERTY CONSULTANT I st 
Flour. Le Rew Building, 2-8 HeuHeu Street,P O Box I 123,Taupo. 
Phone (07) 377-3300. Facsimile (07) 377-0080.
Mobile (025) 928-361.
Donald William Truss, Dip.Urb.Val., A.N.Z.I.V., M.P.M.I.

J S VEITCH -
REGISTERED VALUERS
1 st Floor, 2-8 Heu Heu Street, P 0 Box 957, Taupo. 
Phone (07) 377-2900. Facsimile (07) 377-0080.
James Sinclair Veitch, Dip.V.F.M., Val.Prof.Urban, A.N.Z.I.V. 
Patrick Joseph Hayes, B.B.S.(Val).
Geoffrey Wayne Banfield, B.Agr.Sci., A.N.Z.I.V.
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BALL & CRAWSHAW -
REGISTERED VALUERS & PROPERTY CONSULTANTS
60 Peel Street, P 0 Box 60, Gisborne.
Phone (06) 867-9679. Facsimile (06) 867-9230. 
R R Kelly, A.N.Z.I.V.

LEWIS & WRIGHT -
ASSOCIATES IN RURAL & URBAN VALUATION, FARM 
SUPERVISION, CONSULTANCY, ECONOMIC SURVEYS 139 
Cobden Street, P 0 Box 2038, Gisborne.
Phone (06) 867-9339. Facsimile (06) 867-9339.

T D Lewis, B.Ag.Sc, M.N.Z.S.F.M.
P B Wright, Dip.V.F.M., A.N.Z.I.V., M.N.Z.S.F.M. 
G H Kelso, Dip.V.F.M., A.N.Z.I.V.
T S Lupton, B.Hort.Sc.
J D Bowen, B.Ag. 
N S Brown, M.Ag.Sc.

HAWKE'S BAY

LOGAN STONE LTD
REGISTERED VALUERS & PROPERTY CONSULTANTS 
209 Queen St East, P O Box 914, Hastings.
Phone (06) 876-6401. Facsimile (06) 876-3543. Gerard J 
Logan, B.Agr.Com., A.N.Z.I.V., M.N.Z.S.F.M. Roger M 
Stone, A.N.Z.I.V., M.P.M.I.
Frank E Spencer, B.B.S.(V.P.M.), A.N.Z.I.V. 
Boyd A Gross, B.Ag.(Val)., Dip.Bus.Std.

MORICE & ASSOCIATES -
REGISTERED VALUERS,
PROPERTY & FARM MANAGEMENT CONSULTANTS
80 Station Street, P O Box 320, Napier.
Phone (06) 835-3682. Facsimile (06) 835-7415. 
S D Morice, Dip.V.F.M., A.N.Z.I.V., M.N.Z.S.F.M. 
A C Remmerswaal, B.B.S., A.N.Z.I.V., M.P.M.I.

RAWCLIFFE & PLESTED -
REGISTERED VALUERS, PROPERTY 
& FARM MANAGEMENT CONSULTANTS 
Level 2, 116 Vautier Street, P O Box 572, Napier. 
Phone (06) 835-6179. Facsimile (06) 835-6178. T 
Rawcliffe, F.N.Z.LV.
M C Plested, A.N.Z.I.V.
M I Penrose, A.N.Z.I.V.
T W Kitchin, A.N.Z.I.V., B.Com.(Ag), M.N.Z.S.F.M.

SIMKIN & ASSOCIATES LIMITED -
REGISTERED VALUERS, PROPERTY CONSULTANTS
AND MANAGERS
58 Dickens Street, P 0 Box 23, Napier. 
Phone (06) 835-7599. Facsimile (06) 835-7596. Dale 
L Simkin, A.N.Z.I.V., A.R.E.I.N.Z., M.P.M.I. Dan W J 
Jones, B.B.S., Dip.Bus.Admin., A.N.Z.LV. Alex K 
Sellar, B.B.S., A.N.Z.I.V.

SNOW & WILKINS -

REGISTERED PUBLIC VALUERS & 
PROPERTY MANAGEMENT CONSULTANTS 
132 Queen Street East, P 0 Box 1200, Hastings. 
Phone (06) 876-9782. Facsimile (06) 876-5539. 
Derek E Snow, A.N.Z.I.V., Dip.V.F.M. 
Kevin B Wilkins, A.N.Z.I.V., Dip.V.F.M. 
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NIGEL WATSON -
REGISTERED VALUER,
REGISTERED FARM MANAGEMENT CONSULTANT 
HBF Building, 200W Queen Street, Hastings.
P 0 Box 1497, Hastings.
Phone (06) 876-2121. Facsimile (06) 876-3585. 
N L Watson, Dip.V.F.M., A.N.Z.I.V., M.N.Z.S.F.M.

TARANAKI

ERNST & YOUNG VALUATION SERVICES -
Cnr Miranda & Fenton Streets, P 0 Box 82, Stratford.
Phone (06) 765-6019. Facsimile (06) 765-8342.
R Gordon,  Dip.Ag., Dip V.F.M., A.N.Z.I.V., A.R.E.I.N.Z., 
M.N.Z.F.M.

HUTCHINS & DICK LIMITED-
REGISTERED VALUERS & PROPERTY CONSULTANTS
59 Vivian Street, P O Box 321, New Plymouth.
Phone (06) 757-5080. Facsimile (06) 757-8420. 
1 17 Princes Street, Hawera. Phone (06) 278-8020.
Frank L Hutchins,Dip.Urb.Val., A.N.Z.I.V., M.P.M.I. 
A Maxwell Dick, Dip.V.F.M., Dip.Agr., A.N.Z.I.V.
Mark A Muir, V.P.Urb., A.N.Z.I.V.
Kelvin D Gifford, B.B.S. (VPM)., A.N.Z.I.V.

LARMERS -
REGISTERED VALUERS,
PROPERTY MANAGERS AND CONSULTANTS 
51 Dawson Street, P O Box 713, New Plymouth.
Phone (06) 757-5753. Facsimile (06) 758-9602. 
Public Trust Office. High Street, Hawera. Phone (062) 84-051. 
J P Larmer,  Dip.V.F.M., Dip.Agr., F.N.Z.I.V., M.N.Z.S.F.M., 
F.Arb.INZ
R M Malthus, Dip.V.F.M., Dip.Agr., V.P.Urb., A.N.Z.I.V. P 
M Hinton, V.P.Urb., Dip.V.P.M., A.N.Z.I.V., M.P.M.I. M A 
Myers, B.B.S.(V.P.M.), A.N.Z.I.V.
H D Balsom, B.B.S.(V.P.M.).
D N Harrop, B.B.S., A.N.Z.I.V., M.N.Z.S.F.M.

WANGANUI

BYCROFT PETHERICK LTD -
REGISTERED VALUERS AND ENGINEERS, 
ARBITRATORS
AND PROPERTY MANAGEMENT CONSULTANTS 
162 Wicksteed Street, Wanganui.
Phone (06) 345-3959. Facsimile (06) 345-7048. 
Laurie B Petherick, BE, M.I.P.E.N.Z., A.N.Z.I.V. 
Derek J Gadsby, B.B.S., A.N.Z.I.V.
Robert S Spooner, B.B.S., A.N.Z.I.V.

HUTCHINS & DICK LIMITED
REGISTERED VALUERS & PROPERTY CONSULTANTS 
284 St. Hill Street, Wanganui.
P 0 Box 242, Wanganui.
Phone (06) 345-8079. Facsimile (06) 345-4907. 
ANZ Building, Broadway, Marton.
Phone (06) 327-8606.
Gordon T Hanlon, V.P.Urb., A.N.Z.I.V. 

SEPTEMBER 1994

CENTRAL DISTRICTS

TREVOR D FORD FIRST NATIONAL -
REGISTERED VALUERS
82 Fergusson Street, Feilding. 
P O Box 217, Feilding. DX 12710.
Phone (06) 323-8601. Facsimile (06) 323-4042.
Levin Mall, Levin.

P O Box 225, Levin. DX 12519.
Phone (06) 368-0055. Facsimile (06) 368-0057.
Michael T D Ford, A.N.Z.I.V., A.R.E.I.N.Z.

Max R Tregonning, Dip.Ag., Dip.V.F.M.

HOBSON WHITE VALUATIONS LTD -
REGISTERED VALUERS, PROPERTY MANAGERS, 
ARBITRATORS
First Floor, Building 7, Northcote Office Park.
94 Grey Street, P 0 Box 755, Palmerston North. 
Phone (06) 356-1242. Facsimile (06) 356-1386.
Brian E White, A.N.Z.I.V., M.P.M.I., A.Arb.INZ., A.R.E.I.N.Z. 
Neil H Hobson, A.N.Z.I.V., M.N.Z.S.F.M.
Peter K Kirk, B.B.S.(VPM)., M.P.M.I.

MACKENZIE TAYLOR VALUATIONS
REGISTERED VALUERS & PROPERTY CONSULTANTS 
267 Broadway Avenue, Palmerston North.
P O Box 259, Palmerston North. DX 12115. 
Phone (06) 356-4900. Facsimile (06) 358-9137.

G J Blackmore, F.N.Z.I.V.
H G Thompson, A.N.Z.I.V., A.R.E.I.N.Z. 
M T Sherlock, B.B.S., A.N.Z.I.V.
R G McGregor, V.P.U.
W H Carswell.

J P MORGAN & ASSOCIATES -
REGISTERED VALUERS AND PROPERTY CONSULTANTS 
222 Broadway & Cnr. Victoria Avenue, Palmerston North.
P O Box 281, Palmerston North.
Phone (06) 356-2880. Facsimile (06) 356-9011. 
P J Goldfinch, F.N.Z.I.V.
D P Roxburgh, A.N.Z.I.V.
B G Kensington, A.N.Z.I.V., B.B.S.(Val. & Prop.Man.). 
PH Van Velthooven,A.N.Z.I. V., B.A., B.Comm(V al. &Prop.Man.).

COLIN V WHITTEN -
REGISTERED VALUER & PROPERTY CONSULTANT P 
0 Box 116, Palmerston North.
Phone (06) 357-6754.
Colin V Whitten, A.N.Z.I.V., F.R.E.I.N.Z.

WAIRARAPA

WAIRARAPA PROPERTY CONSULTANTS -
REGISTERED VALUERS AND REGISTERED FARM 
MANAGEMENT CONSULTANTS
28 Perry Street, P 0 Box 586, Masterton. Phone 
(06) 378-6672. Facsimile (06) 378-8050. D B 
Todd, Dip.V.F.M., F.N.Z.I.V., M.N.Z.S.F.M. B G 
Martin, Dip.V.F.M.. A.N.Z.I.V.
P J Guscott, Dip.V.F.M.
E D Williams, Dip.V.F.M., A.N.Z.I.V., M.N.Z.S.F.M. 
G A Aplin, B.Com (V.P.M) 
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WELLINGTON

APPRAISAL PARTNERS -
REGISTERED VALUERS, COMMERCIAL 
PROPERTY MANAGERS & CONSULTANTS
1st Floor, Appraisal House, 4 Margaret Street, Lower Hutt. P 
0 Box 31-348. DX 9079. Lower Hutt.
Phone (04) 569-1939. Facsimile (04) 569-6103. 
Directors:
Peter C O'Brien, F.N.Z.I.V., M.P.M.I. 
Peter M Ward, A.N.Z.I.V., M.P.M.I., A.R.E.I.N.Z. 
Peter A B Wilkia, A.N.Z.I.V., M.P.M.I., A.R.E.I.N.Z. 
Associates:
Chris H M Beattie, A.N.Z.I.V. 
Philip W Senior, A.N.Z.I.V.

BAILLIEU KNIGHT FRANK (N.Z.) LIMITED 
INTERNATIONAL VALUERS,
PROPERTY CONSULTANTS,
MANAGERS & REAL ESTATE AGENTS
Level 1, Royal Life Centre, 23 Waring Taylor Street, Wellington. P 
O Box 1545, Wellington. DX 8044.
Phone (04) 472-3529. Facsimile (04) 472-0713.

A J Hyder, Dip.Ag., A.N.Z.I.V., M.P.M.I. 
P Howard, B.B.S., M.P.M.I.

DARROCH & CO LTD -
CONSULTANTS & VALUERS IN PROPERTY. RISK 
MANAGEMENT, PLANT & EQUIPMENT
291 Willis Street, P O Box 27-133, Wellington. 
Phone (04) 384-5747. Facsimile (04) 384-2446. 
M A Horsley, A.N.Z.I.V.
G Kirkcaerg, F.N.Z.I.V.
C W Nyberg, A.N.Z. I. V., A.R.E.I.N.Z.
A G Stewart, B.Com., Dip.Urb.Val., F.N.Z.I.V., A.R.E.I.N.Z., 

A.C.I.Arb., M.P.M.I.
T M Truebridge, B.Agr(Val), A.N.Z.I.V. A P 
Washington, B.Com., V.P.M., A.N.Z.I.V. M J 
Bevin, B.P.A., A.N.Z.I.V., M.P.M.I. 
K M Pike, M.I.P.M.V.
M Bain, B.Com.. V.P.M. 
L Gilbertson,B.B.S. (V.P.M.)
Research
I E Mitchell, M.B.S.(Property Studies), B.Ag.Sci., Dip.Bus.Admin. A 
D Scott, B.Com.(VPM).

ERNST & YOUNG VALUATION SERVICES -
Majestic Centre, 100 Willis Street, Wellington. 
P 0 Box 490, Wellington.
Phone (04) 499-4888. Facsimile (04) 495-7400. 
G J Horsley, F.N.Z.I.V., A.C.I.Arb., M.P.M.I. B 
A Boughen, A.N.Z.I.V., B.B.S.
R Chung, B.B.S.

HOLMES DAVIS LTD -
REGISTERED VALUERS & PROPERTY CONSULTANTS 
Auto Point House, Daly Street, Lower Hutt, Wellington.
P 0 Box 30-590, Lower Hutt, Wellington.
Phone (04) 566-3529, 569-8483. Facsimile (04) 569-2426. A 
E Davis, A.N.Z.I.V.
Associate: N A Sullivan, B.Com., V.P.M.

L.- I

NEW ZEALAND VALUERS' JOURNAL

JONES LANG WOOTTON LIMITED -
VALUERS,
INTERNATIONAL PROPERTY CONSULTANTS & 
MANAGERS, LICENCED REAL ESTATE AGENTS Sun 
Alliance Building, 149 Featherston Street, Wellington. P 0 
Box 10-343, Wellington.
Phone (04) 499-1666. Facsimile: (04) 471-2558.
D L Harrington, Dip.Bus.St.(Fin)., B.Com.(VPM)., A.R.E.I.N.Z., 

M.P.M.I.
M I McCulloch, B.B.S., A.N.Z.I.V.
G K Harris,B.Com.(VPM)., A.N.Z.I.V., A.R.E.I.N.Z. 
R A D Bosch, B.P.A.
S D Bridewell, M. Bs 
B P Clegg, B.B.S.
P J Corman, B.A., B.P.A

NATHAN STOKES GILLANDERS & CO LTD
REGISTERED VALUERS,
ARBITRATORS & PROPERTY CONSULTANTS 
276-278 Lambton Quay, Wellington.
P 0 Box 10329, The Terrace, Wellington. Phone 
(04) 472-9319. Facsimile (04) 472-9310. 
Stephen M Stokes, A.N.Z.I.V.
Malcolm S Gillanders, B.Comm., A.N.Z.I.V.

Steve Fitzgerald, B.Agr.Val., A.N.Z.I.V. 
Branch Offices at:
75-77 Queens Drive, Lower Hutt. 
P 0 Box 30260, Lower Hutt.
Phone (04) 566-6206. Facsimile (04) 566-5384. 
26a Tainui Street, Raumati.
P 0 Box 169, Paraparaumu.
Phone (04) 297-2927. Facsimile (04) 298-5153.

RICHARD ELLIS (WELLINGTON) LIMITED
INTERNATIONAL PROPERTY CONSULTANTS 
& REGISTERED VALUERS
Richard Ellis House, 3rd Floor, Richard Ellis House,Cnr Lambton 
Quay & 33-37 Hunter Street, Wellington.
P O Box 1 1-144, Wellington.
Phone (04) 499-8899. Facsimile (04) 499-8889. 
Gordon R McGregor, A.N.Z.I.V.
Michael Andrew John Sellars, F.N.Z.I.V. 
William D Bunt, A.N.Z.I.V.
Robert J Cameron, B.B.S., A.N.Z.I.V.
Shayne W Scarlett, B.Comm., Dip.Fin., M.P.M.I., A.R.E.I.N.Z. 
Jon Parker, B.B.S.

ROBERTSON YOUNG TELFER (CENTRAL) LTD -
PROPERTY INVESTMENT CONSULTANTS,
ANALYSTS & REGISTERED VALUERS
General Building, 38 Waring Taylor Street, Wellington 1. P 
O Box 2871, Wellington.
Phone (04) 472-3683. Facsimile (04) 478-1635. S 
A Littlejohn Dip.Urb.Val., A.N.Z.I.V.
M R Hanna, F.N.Z.I.V., F.C.I.Arb., C.R.E. 
A L McAlister,F.N.Z.I.V.
R F Fowler, F.N.Z.I.V.
M J Veale, A.N.Z.I.V., B.Com.(V.P.M.). S 
P O'Malley, M.A. (Research Manager). T 
G Reeves, A.N.Z.I.V.
M D Lawson, B.Ag., Dip.V.F.M., A.N.Z.1.V. 
S J Liebergreen B.Ag.Sc 
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ROLLE ASSOCIATES LTD
INTERNATIONAL PROPERTY AND PLANT & MACHINERY 
VALUERS & PROPERTY CONSULTANTS
6 Cambridge Terrace, Wellington. 

P O Box 384, Wellington.

Phone (04) 384-3948. Facsimile (04) 384-7055.
A E O'Sullivan,A.N.Z.I.V., M.P.M.I., A.N.Z.I.M., Dip Bus Admin, 

A.R.E.I.N.Z.
D Smith, A.M.S.S.T., M.S.A.A., M.A.V.A., M.I.P.M.V. 
W H Doherty, A.N.Z.I.V., M.P.M.I.
C J Dentice, A.N.Z.LV., B.C.A., Dip.Urb.Val. 
D J M Perry,A.N.Z.IV AR.E.I. .., N.Z.

S J Wilson, A.N.Z.I.V., M.P.M.I., A.R.E.I.N.Z.
B F Grant, B.B.S. (Val & Prop.Man.). 
G M O'Sullivan, B.C.O.M., A.C.A., A.C.I.S. 
P R Butchers, B.B.S. (Val & Prop.Man.)., A.N.Z.I.V. A 
J Pratt, M.I.P.M.V.
A G Robertson.
B S Ferguson, B.B.S.(Valn & Prop Mgmt). 
V Gravit, B.B.S.(V.P.M.).

TSE GROUP LIMITED
REGISTERED VALUERS & PROPERTY CONSULTANTS 61 
Hopper Street, P 0 Box 6643, Wellington.
Phone (04) 384-2029. Facsimile (04) 384-5065. B A 
Blades, BE., M.I.P.E.N.Z., A.N.Z.I.V., M.P.M.l. K J 
Tonks, A.N.Z.I.V., M.P.M.I.
J D Stanley, A.N.Z.I.V. (Urban & Rural). 
M E Bibby, B.B.S.
D L Stevenson, B.B.S. 
A C Brown, B.Com.(V.P.M). 
A N Lamont, B.B.S.

WALL ARLIDGE -
PUBLIC VALUERS, ARBITRATORS & 
PROPERTY CONSULTANTS
3rd Floor, Auckland Building Society, 
354L lFa oor. mbton Quay, Wellington
P 0 Box 10715, The Terrace.
Phone (04) 499-1333. Facsimile (04) 499-1333. 
John N B Wall, F.N.Z.I.V., FCI.Arb., Dip.Urb.Val., M.P.M.I.. 
Dale S Wall, A.N.Z.I.V., Val.Prof.
Richard S Arlidge, A.N.Z.I.V., Val.Prof. 
Gwendoline P L Daly, A.N.Z.I.V., Val.Prof.
Gerald H Smith, A.N.Z.I.V., M.N.Z.S.F.M., Dip.V.F.M.

WARWICK J TILLER & COMPANY LIMITED
REAL ESTATE INVESTMENTCONSULTANTS&
REGISTERED VALUERS
5th Floor, Wakefield House, 90 The Terrace, Wellington. P 
O Box 10-473, The Terrace, Wellington.
Phone (04) 471-1666. Facsimile (04) 472-2666.
Warwick J Tiller, Val.Prof.Urb., A.N.Z.I.V.
Nicola R Bilbrough, B.Com.(VPM)., A.N.Z.I.V. 
Christopher J Sutton, B.B.S.(VPM)., N.Z.C.E.

NELSON/MARLBOROUGH

ALEXANDER HAYWARD & ASSOCIATES -
REGISTERED VALUERS, PROPERTY INVESTMENT,
DEVELOPMENT& MANAGEMENT CONSULTANTS
P O Box 768, Blenheim.
Phone (03) 578-9776. Facsimile (03) 578-2806. 
A C (Lex) Hayward, Dip.V.F.M., A.N.Z.I.V.
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DUKE & COOKE LTD
PROPERTY, PLANT AND CHATTEL VALUERS 
FARM MANAGEMENT CONSULTANTS
42 Halifax Street, Nelson.

Phone (03) 548-9104. Facsimile (03) 546-8668.

Peter M Noonan, A.N.Z.I.V.
Murray W Lauchlan, A.N.Z.I.V., A.R.E.I.N.Z.
Dick Bennison, B.Ag.Comm., Dip.Ag., A.N.Z.I.V., M.N.Z.S.F.M. 
Barry A Rowe, B.Com.(V.P.M)., AN.Z.1.V.
Plant and Machinery
Frederick W Gear, M.I.P.M.V.

GOWANS VALUATION -
REGISTERED PUBLIC VALUERS,
PROPERTY CONSULTANTS (URBAN & RURAL)
52 Halifax Street, P O Box 621, Nelson.
Phone (03) 546-9600. Facsimile (03) 546-9186. 
A W Gowans, V.P.(Urb)., A.N.Z.I.V.
I D McKeage, B.Com.(VPM),, A.N.Z.I.V.
R W Baxendine, Dip.Ag., Dip.FM., Dip.V.P.M., A.N.Z.I.V.

HADLEY AND LYALL
REGISTERED VALUERS & PROPERTY CONSULTANTS 
URBAN & RURAL PROPERTY ADVISORS
Appraisal House, 64 Seymour Street, Blenheim. 
P 0 Box 65, Blenheim.
Phone (03) 578-0474. Facsimile (03) 578-2599. 
Ian W Lyall, Dip. V.F.M., Val.Prof.Urban, F.N.Z.I.V. 
Chris S Orchard, Val.Prof.Urban, Val.Prof.Rural, A.N.Z.I.V.

CANTER BU RY/WESTLAND

BENNETT & ASSOCIATES LTD -
REGISTERED VALUERS, PROPERTY CONSULTANTS 1 
1 8 Victoria Street, P 0 Box 356, Christchurch.
Phone (03) 365-4866. Facsimile (03) 365-4867. 
Bill Bennett, Dip.Ag., Dip.V.F.M., V.P.(Urb)., A.N.Z.I.V. 
Nicki Bilbrough, B.Com. V.P.M., A.N.Z.I.V. 
Stephen Campen, B.Com.(V.P.M.), A.N.Z.I.V. 
Graeme McDonald, V.P.(Urb)., A.N.Z.I.V. 
Gerard Williams, B.Com.(V.P.M.).
Colin Francis, C.Eng., M.I.(Mar).E., M.I.(Plant).E., M.I.P.M.V.
6 Durham Street, Rangiora.
Phone (03) 313-4417. Facsimile (03) 313-4647. Allan 
BilbroughJP,Dip.V.F.M., A.N.Z.I.V., M.N.Z.S.F.M. Shane 
O'Brien, B.Com.(V.P.M.)., A.N.Z.I.V.
Mid Canterbury Office
201 West Street, Ashburton.
Phone (03) 308-8165. Facsimile (03) 308-1475.

DARROCH & CO LTD -
CONSULTANTS & VALUERS IN PROPERTY, RISK
MANAGEMENT, PLANT & EQUIPMENT
Cnr Oxford Terrace and Armagh Street, Christchurch. P 
0 Box 13-633, Christchurch.
Phone (03) 365-7713. Facsimile (03) 365-0445. 
C C Barraclough, A.N.Z.I.V., B.Com.
M R Cummings,Dip.Urb.Val.,A.N.Z.I.V.,M.P.M.I. 
G Barton, B.P.A.
M A McMaster B.Com.(Ag)., Dip. V.P.M.
H Hamilton, B.B.S.(VPM).
Research
I E Mitchell, M.B.S.(Property Studies), B.Ag.Sci., Dip.Bus.Admin. 
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ERNST & YOUNG VALUATION SERVICES -
Ernst & Young House, 227 Cambridge Terrace, Christchurch.
P O Box 2091, Christchurch.
Phone (03) 379-1870. Facsimile (03) 379-8288. 
Tim A Crighton, B.Com.(Ag) V.F.M., B.Com., A.N.Z.I.V.,

M.N.Z.S.F.M.
Mark C Heer, B.Agr.Sc., M.B.I.N.Z.

FORD BAKER REALTORS & VALUERS LTD 
REGISTERED VALUERS & PROPERTY CONSULTANTS
123 Worcester Street, P O Box 43, Christchurch. 
Phone (03)379-7830.Facsimile (03)366-6520.
Errol M Saunders,Dip.V.P.M., A.N.Z.I.V., A.R.E.I.N.Z., M.P.M.l. 
Richard 0 Chapman, B.Com.(V.P.M.), A.N.Z.I.V., A.R.E.I.N.Z.,

M.I.P.M.V.
John L Radovonich, B.Com.(V.P.M.), A.N.Z.I.V., A.R.E.I.N.Z., 

M.P.M.I.
Simon E J Newberry, B.Com.(V.P.M.), A.N.Z.I.V., A.R.E.I.N.Z. 
Terry J Naylor, B.Com., A.N.Z.I.V., M.P.M.I.
Mark J McNamara, B.Com (V.P.M,)., A.R.E.I.N.Z. 
Consultant: Robert K Baker, L.L.B., F.N.Z.I.V., F.R.E.I.N.Z.

FRIGHT AUBREY
REGISTERED VALUERS & 
PROPERTY CONSULTANTS
307 Durham Street, P 0 Box 966, Christchurch. 
Phone (03) 379-1438. Facsimile (03) 379-1489. 
R H Fright,F.N.Z.I.V.,M.P.M.I.
R A Aubrey, A.N.Z.I.V.
G B Jarvis, A.N.Z.I.V. 
G R Sellars, F.N.Z.I.V. 
M S Dow, AN.Z.I.V.
J R Kingston, F.N.Z.I.V. (Rural Associate). 
M J Austin, I.P.E.N.Z., R.E.A. (Plant & Machinery).

HALLINAN STEWART CONSULTANT VALUERS LTD-
REAL ESTATE COUNSELORS & REGISTERED VALUERS
Oxford Chambers, 60 Oxford Terrace, Christchurch. P 
0 Box 2070, Christchurch.
Phone (03) 377-0771. Facsimile (03) 377-0710. 
Roger E Hallinan, F.N.Z.LV. (Urban).
Alan J Stewart, A.N.Z.I.V. (Rural & Urban).

R W PATTERSON
REGISTERED PUBLIC VALUER
(RESIDENTIAL AND RURAL)
32 Hampton Place, P 0 Box 29-049, Christchurch 5. 
Phone (03) 358-2454.
R W (Bill) Patterson, A.N.Z.I.V.

-
ROBERTSON YOUNG TELFER (STHERN) LTD -

PROPERTY INVESTMENT CONSULTANTS, ANALYSTS & 
REGISTERED VALUERS
93-95 Cambridge Terrace, Christchurch. 
P O Box 2532, Christchurch.
Phone (03) 379-7960, Facsimile (03) 379-4325. 
Ian R Telfer, F.N.Z.I.V., A.R.E.I.N.Z.
Roger A Johnston, A.N.Z.I.V. 
Chris N Stanley, A.N.Z.I.V.

John A Ryan, A.N.Z.I.V., A.A.I.V. 

Mark A Beatson, B.Com.(VPM)., A.N.Z.I.V. 

Mark G Dunbar, B.Com.(VPM)., A.N.Z.I.V.
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ROLLE ASSOCIATES LTD
INTERNATIONAL PROPERTY AND 
PLANT& MACHINERY VALUERS 
&PROPERTYCONSULTANTS
256 Oxford Terrace, P 0 Box 2729, Christchurch. 
Phone (03) 379-9925. Facsimile (03) 379-6974.
L 0 Collings, B.B.S.(Val & Prop.Man.)., A.N.Z.I.V. L 
C Hodder,B.Com.(V.P.M.).

B J Roberts, M.I.P.M.V.
S E Broughton, B.Com.(V.P.M.).
C Ouwehand,M.I.P.M.V.

SIMES VALUATION -
REGISTERED PUBLIC VALUERS
1st Floor, 227 Cambridge Terrace, Christchurch. 
P 0 Box 13-341, Christchurch.
Phone (03) 365-3668.  Facsimile (03) 366-2972. Peter J 
Cook, Val.Prov.(Urb), F.N.Z.I.V., F.R.E.I.N.Z. Thomas 
I Marks, Dip.V.F.M., B.Agr.Com., F.N.Z.I.V. David W 
Harris, Val.Prof.(Urb)., A.N.Z.I.V. 
Donald R Nixon, Val.Prof.(Urb)., A.N.Z.I.V. 
William Blake,Val.Prof.(Urb).,A.N.Z.I.V.
Mark McSkimming,B.Com (VPM)., A.N.Z.I.V.

SOUTH CANTERBURY

FITZGERALD & ASSOCIATES LIMITED -
REGISTERED  PUBLIC  VALUERS  &  PROPERTY 
CONSULTANTS
49 George Street, P 0 Box 843, Timam. 
Phone (03) 684-7066. Facsimile (03) 688-0937. 
E T Fitzgerald, Dip.Ag., Dip.V.F.M., V.P.(Urb), F.N.Z.I.V.,

N.Z.S.F.M.
L G Schrader, B.Ag.ComV.F.M., A.N.Z.I.V.

COLIN MCLEOD & ASSOCIATES LTD
REGISTERED VALUERS
324 East Street, P 0 Box 119, Ashburton. 
Phone (03) 308-8209. Facsimile (03) 308-8206. 
Colin M McLeod, A.N.Z.I.V., A.R.E.I.N.Z. 
Paul J Cunnen,B.Ag.Com.VFM.,A.N.Z.I.V.

MORTON & CO LTD
REGISTERED PUBLIC VALUERS AND PROPERTY 
MANAGEMENT CONSULTANTS
Cr Stafford Street & Cains Terrace, Timaru. 
P 0 Box 36, Timaru.
Phone (03) 688-6051. Facsimile (03) 684-7675. 
G A Morton, A.N.Z.I.V., A.R.E.I.N.Z., V.P.(Urb)., M.I.P.M.V. 
H A Morton, A.N.Z.I.V., A.R.E.I.N.Z.

REID & WILSON -
REGISTERED VALUERS
167-169 Stafford Street, P 0 Box 38, Timaru. 
Phone (03) 688-4084. Facsimile (03) 684-3592. 
C G Reid, F.N.Z.I.V., F.R.E.I.N.Z.
R B Wilson, A.N.Z.I.V., F.R.E.I.N.Z. 
S W G Binnie, A.N.Z.I.V., M.P.M.I. 
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OTAGO

GRAEME BURNS VALUATION -
BNZ House, Cnr George Street and Moray Place, Dunedin. P 
O Box 5180, Dunedin.
Phone (03) 477-4184. Facsimile (03) 477-3208. 
Graeme E Burns, Dip.Urb.Val., F.N.Z.I.V., F.P.M.I.

DARROCH & CO LTD -
CONSULTANTS & VALUERS IN PROPERTY, RISK 
MANAGEMENT,
PLANT & EQUIPMENT
2nd Floor, Trust Bank Building, 106 George Street, Dunedin. 
P0 Box 5411,  DX.17230, Dunedin.
Phone (03) 479-2233. Facsimile (03) 479-2211. J 
Dunckley, Val.Prof.(Urb)., B.Agr.Com., F.N.Z.I.V. A 
G Chapman, Val.Prof.(Urb)., A.N.Z.I.V. 
A L Tay, B.Com.(VPM)., A.N.Z.I.V.
T J Croot, Val.Prof.(Urb)., F.N.Z.I.V. 
S Marks, B.Com.(VPM)., P.G.Dip.(Coni) 
Research
I E Mitchell,  M.B.S.(Property Studies), B.Ag.Science., 
Dip.Bus.Admin.

ERNST & YOUNG VALUATION SERVICES -
Health Board House, 229 Moray Place, Dunedin. P 
0 Box 5740, Dunedin.
Phone (03) 477-5005. Facsimile (03) 477-5447. 
Alex P Laing, B.Corn., A.C.A., F.N.Z.I.V., A.Arb.I.N.Z. 
Murray S Gray, B.Com., A.C.A., B.Com.(V.P.M.), A.N.Z.I.V.

MACPHERSON VALUATION LTD
REGISTERED VALUERS (URBAN AND RURAL), AND 
PROPERTY CONSULTANTS
National Mutual Building, 10 George Street, P O Box 497, Dunedin. 
Phone (03) 477-5796, Facsimile (03) 477-2512.
Directors:
John A Fletcher, A.N.Z.I.V., A.R.E.I.N.Z., M.P.M.I. 
Kevin R Davey, A.N.Z.I.V., A.R.E.I.N.Z.
Jeffery K Orchiston, A.N.Z.I.V., M.N.Z.I.A.S. 
Bryan E Paul, A.N.Z.I.V.
Associate:
Timothy R Dick, A.N.Z.I.V. 
Jock N McGill, M.P.M.I.

MALCOLM F MOORE
REGISTERED  VALUER  &  FARM  MANAGEMENT 
CONSULTANT
P 0 Box 247, Alexandra.
Phone (03) 448-7763. Facsimile (03) 448-9531. 
Queenstown Office: P 0 Box 64, Queenstown. 

Phone (03) 442-7020. Facsimile (03) 442-7032.
Malcolm F Moore, Dip.Ag., Dip.V.F.M., V.P.Urban, A.N.Z.I.V., 

M.N.Z.S.F.M.

SMITH, BARLOW & JUSTICE -
PUBLIC VALUERS AND PROPERTY CONSULTANTS, URBAN & 
RURAL PROPERTIES
MF Building, 9 Bond Street, Dunedin. 
Phone (03) 477-6603.
John I Barlow, Dip.V.F.M., A.N.Z.I.V., M.P.M.I. 
Erle W Justice, Dip.V.F.M., A.N.Z.I.V., M.P.M.I.
John C Aldis, B.Ag.Com.(V.P.M.)., A.N.Z.I.V., M.P.M.I. 
Stephen A Cox, B.Com.(V.P.M.). Dip.Com.(Acc & Fin).
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SOUTHLAND

CHADDERTON & ASSOCIATES LIMITED -
REGISTERED  PUBLIC  VALUERS  &  PROPERTY 
MANAGEMENT CONSULTANTS
72 Leet Street, P 0 Box 738, Invercargill. 

Phone (03) 218-9958. Facsimile (03) 218-9791.
Tony Chadderton, Dip.Val.,A.N.Z.I.V., A.R.E.I.N.Z., M.P.M.I. 

Andrew J Mirfin, B.Com.(V.P.M.)., A.N.Z.I.V.

DAVID MANNING & ASSOCIATES -
REGISTERED   VALUERS,   REGISTERED   FARM 
MANAGEMENT  CONSULTANTS  AND  PROPERTY 
MANAGEMENT CONSULTANTS
97 Tay Street, P O Box 1747, Invercargill.
Phone (03) 214-4042.

14 Mersey Street, Gore. Phone (020) 86-474.
D L Manning,Dip. V.F.M., A.N.Z.I. V., M.N.Z.S.F.M., Val.Prof.Urb., 

M.P.M.I.

QUEENSTOWN-SOUTHERN LAKES APPRAISALS -
REGISTERED VALUERS AND PROPERTY CONSULTANTS 
O'Connells Pavilion, P 0 Box 583, Queenstown.
Phone (03) 442-9758. Fascimile (03) 442-6599. 
P O Box 104, Wanaka. Phone (03) 443-7461.
Dave B Fea, BCom.(Ag), A.N.Z.I.V., A.N.Z.S.F.M. 
Alastair W Wood, B.Com.(V.P.M.).

ROBERTSON VALUATIONS -
REGISTERED PUBLIC VALUERS-PROPERTY IN VESTMENT 
CONSULTANTS
Baycentre, 62 Shotover Street, Queenstown. 
P 0 Box 591, Queenstown.
Phone (03) 442-7763. Facsimile (03) 442-7113. Barry J P 
Robertson, A.N.Z.I. V., A.R.E.I.N.Z., M.P.M.I. Kelvin R 
Collins,B.Com.(VPM)., A.N.Z.I.V. 
Gabrielle C. McIntosh, B.Com.V.P.M., A.N.Z.I.V.
A. Douglas Reid, B.Com.(VPM).

OVERSEAS
AUSTRALIA

EDWARD RUSHTON PROPRIETARY LIMITED -
SYDNEY
Rushton House, 184 Day Street, Darling Harbour, NSW 2000.
Phone (02) 261 5533.

MELBOURNE
461  Bourke Street, Melbourne Vic 3000. 
Phone (03) 670 5961.
BRISBANE
8th Floor,Toowong Towers, 9 Sherwood Road, Toowong, Queensland 
4066.
Phone (07) 871-0133.

ADELAIDE
83 Greenhill Road, Wayville SA 5034.
Phone (08) 373 0373.

PERTH
40 St George's Terrace, Perth WA 6000. 
Phone (09) 325 7211.

SUVA

SOUTH PACIFIC ROLLE VALUATIONS
CONSULTANTS AND VALUERS IN PROPERTY, PLANT AND 
MACHINERY
Level 8, Pacific House, Butt Street, Suva. 
P O Box 16011, Suva.
Phone 304-544, 304-543. Facsimile 304-533. 
K Dakuidreketi, B.Prop Man (Aust), MIV (Fiji), R.V.(Fiji) 
A E O'Sullivan, R.V.(Fiji)
N Koroi. 
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AUCKLAND

BECA CARTER HOLLINGS & FERNER LTD -
VALUERS IN PROPERTY, PLANT & MACHINERY 132 
Vincent Street, P O Box 6345, Wellesley Street, Auckland. Phone 
(09) 377-3410. Facsimile (09) 377-8070.

CONNELL WAGNER LIMITED
VALUERS IN PROPERTY, PLANT & MACHINERY 
Kent & Crowhurst Streets, Newmarket, Auckland.
P 0 Box 9762, Newmarket, Auckland. 
Phone (09) 520-6019. Facsimile (09) 524-7815.

DARROCH & CO LTD -
CONSULTANTS & VALUERS IN PROPERTY, RISK 
MANAGEMENT, PLANT & EQUIPMENT
I Shea Terrace, P 0 Box 33-227, Takapuna, Auckland 9. 
Phone (09) 486-1677. Facsimile (09) 486-3246.
A A Alexander, M.I.P.M.V.
C Scoullar, M.I.P.M.V. 
R Gethen,M.I.P.M.V. G 
Barton, B.P.A.

DUFFILL WATTS & HANNA LTD -
PLANT, MACHINERY & BUILDINGS VALUERS 
384 Manukau Road, P O Box 26-221, Auckland.
Phone (09) 630-4882. Facsimile (09) 630-8144. 
Managing Director:
N F Falloon, B.E., M.I.Mech.E., M.I.P.E.N.Z., M.I.P.M.V.

EDWARD RUSHTON NEW ZEALAND LIMITED -
VALUERS & CONSULTANTS, PROPERTY, PLANT & 
MACHINERY
451 Mt. Eden Road, Mt Eden, Auckland. 
P O Box 26-023, DX 6910, Epsom, Auckland. 
Phone (09) 630-9595. Facsimile (09) 630-4606. 
T J Sandall, M.I.P.M.V.
E Gill, C.Eng., M.1.Mech.E., M.I.Prod.E., Reg.Eng. J 
R Birtles, Dip.Ch.E., M.N.Z.I.Mech.E.
D M Field.
R J Holdstock.

ROLLE ASSOCIATES LIMITED
INTERNATIONAL PROPERTY & PLANT & MACHINERY 
VALUERS & PROPERTY CONSULTANTS
77 Grafton Road, P 0 Box 8685, Auckland. Phone 
(09) 309-7867. Facsimile (09) 309-7925. C J 
Pouw, M.I.P.M.V.
J G Lewis, M.I.P.M.V.

WA I KATO

ASHLY SHRIMPTON & ASSOCIATES -
AVIATION VALUER, BROKER, CONSULTANT
22 Te Anau Place,Hamilton.
Phone (07) 843-6379. Mobile (025) 989-999. Facsimile (07) 843-
6379.
Ashly Shrimpton,M.I.P.M.V.

BRIAN MILLEN REAL ESTATE & AUCTIONS LTD
VALUERS OF PLANT AND MACHINERY
P O Box 400, Hamilton.

Phone (07) 824-1887. Facsimile (07) 824-1854. Brian 
Millen, M.I.P.M.V., A.R.E.I.N.Z., M.A.A.N.Z., 

Accredited R.E.I.N.Z. Auctioneer.

WELLINGTON

BECA CARTER HOLLINGS & FERNER LTD -
VALUERS IN PROPERTY, PLANT & MACHINERY
77 Thorndon Quay, P 0 Box 3942, Wellington 1. 
Phone (04) 473-7551. Facsimile (04) 473-5439.

CONNELL WAGNER LIMITED
VALUERS IN PROPERTY, PLANT & MACHINERY 
181 Thorndon Quay, Wellington.
P O Box 1591, Wellington.

Phone (04) 472-9589. Facsimile (04) 472-9922.

DARROCH & CO LTD
CONSULTANTS & VALUERS IN PROPERTY, RISK 
MANAGEMENT, PLANT & EQUIPMENT
291  Willis Street, P O Box 27-133, Wellington. 
Phone (04) 384-5747. Facsimile (04) 384-2446. 
K M Pike, M.I.P.M.V.

ROLLE ASSOCIATES LIMITED -
INTERNATIONAL PROPERTY & PLANT
& MACHINERY VALUERS & PROPERTY CONSULTANTS
6 Cambridge Terrace, P 0 Box 384, Wellington.
Phone (04) 384-3948. Facsimile (04) 384-7055. 
D Smith, A.M.S.S.T., M.S.A.A., M.A.V.A., M.I.P.M.V. 
A J Pratt, M.I.P.M.V.

CHRISTCHURCH

BECA STEVEN -
(A DIVISION OF BECA CARTER HOLLINGS & FERNER LTD)
VALUERS IN PROPERTY, PLANT & MACHINERY 
122 Victoria Street, P O Box 25-112, Christchurch.
Phone (03) 366-3521. Facsimile (03) 365-4709.

CONNELL WAGNER LIMITED -
VALUERS IN PROPERTY, PLANT & MACHINERY Amuri 
Courts, Cnr Durham and Armagh Streets, Christchurch. P O Box 
1061, Christchurch.
Phone (03) 366-0821. Facsimile (03) 379-6955.

DARROCH & CO LTD
CONSULTANTS & VALUERS IN PROPERTY, RISK 
MANAGEMENT, PLANT & EQUIPMENT
Cnr Oxford Terrace & Armagh Street, Christchurch. 
P 0 Box 13-633, Christchurch.
Phone (03) 365-7713. Facsimile (03) 365-0445. 
G Barton, B.P.A.

FORD BAKER REALTORS & VALUERS LTD
CONSULTANTS AND VALUERS OF CHATTELS 
AND PROPERTY
123 Worcester Street, Christchurch. 
P 0 Box 43, Christchurch.
Phone (03) 379-7830. Facsimile (03) 366-6520.
Richard 0 Chapman, B.Com.(V.P.M.). A.N.Z.I.V., A.R.E.I.N.Z., 

M.I.P.M. V .

ROLLE ASSOCIATES LIMITED
INTERNATIONAL PROPERTY & PLANT & MACHINERY 
VALUERS & PROPERTY CONSULTANTS
256 Oxford Terrace, P 0 Box 2729, Christchurch. 
Phone (03) 379-9925. Facsimile (03) 379-6974. C 
Ouwehand,M.I.P.M.V. 
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Publications and Services Available from the 
NEW ZEALAND INSTITUTE OF VALUERS 

Address all enquiries to: THE CHIEF EXECUTIVE OFFICER, P.O. Box 27-146, WELLINGTON. 

Prices quoted include GST, packaging and postage rates and are for single copies within N.Z. (For multiple copies and overseas 
orders packaging and postage will be charged separately.) Cheques to be made payable to New Zealand Institute of Valuers. 

PUBLICATIONS PRICE INC PACKING & POSTAGE

ASSET VALUATION STANDARDS (NZIV) 1988 (being revised 1994) 25.00
(by subscription)

AUSTRALASIAN REAL ESTATE EDUCATORS' CONFERENCE PROCEEDINGS (1990) 12.05

DIRECTORY OF COMMERCIAL BUILDING COSTS (1994 Update) 123.75

DIRECTORY OF RURAL COSTS, BUILDINGS AND OTHER IMPROVEMENTS (1994 Update) 123.75

DIGEST OF ARTICLES ON PLANT & MACHINERY VALUATION 28.13

INDEX TO NEW ZEALAND VALUER'S JOURNAL 1942-1988,1989-1993 12.05 each volume
(free to members & subscribers, otherwise by subscription)

INTERNATIONAL VALUATION STANDARDS IVS 1 Through 4 And Preface to Standards 34.55
(Volume 1 June 1994)

INVESTMENT PROPERTY   INCOME ANALYSIS AND APPRAISAL (R A Bell)
Hard or soft Cover Edition 36.00

ISSUES PERTAINING TO THE VALUATION OF MAORI LAND (1991 Conference Proceedings) 35.00

LAND COMPENSATION (Squire L Speedy) 1985 25.00 Limited Stock Only

LAND TITLE LAW (J B O'Keefe) 2.50

LAND VALUATION CASES 1965-1992 147.00

LIBRARY CATALOGUE & INDEX (free to members but otherwise by subscription) 12.05

MAHONEY'S URBAN LAND ECONOMICS (W K S Christiansen) 3rd Edition. (Completely revised) 52.00
Special Price to Bona Fide fulltime students 44.00

MODAL HOUSE SPECIFICATIONS/QUANTITIES/PLANS 1991 Edition (totally revised) 52.65

N.Z. VALUER (back copies where available) Free on request

RESIDENTIAL RENT CONTROLS IN NEW ZEALAND (J G Gibson & S R Marshall) 2.50

THE NEW ZEALAND VALUERS' JOURNAL (back copies where available, other than current year) Free

THE NEW ZEALAND VALUERS' JOURNAL 1994 subscription within NZ 56.25
(overseas orders quoted for)

per copy current year 12.50

URBAN VALUATION IN NEW ZEALAND   Vol. I (R L Jefferies) 2nd Rewritten Edition 1991
Per single issue 105.00
Special price to bona fide fulltime students 75.00

URBAN VALUATION IN NEW ZEALAND   Vol II (R L Jefferies) 1st Edition 1990
Per single issue 105.00
Special Price to bona fide fulltime students 75.00

STATISTICAL SUPPORT SERVICES AVAILABLE
CERTIFICATE OF VALUATION FOR INSURANCE PURPOSES (Pads 100 forms) 15.00

STATSCOM ANNUAL SUBSCRIPTION (4 issues per annum) 112.50

SALES INFORMATION (Tape Diskette form, Microfiche Lists) P.O.A.

VALPAK, RENTPAK Software programmes P.O.A.

VIDEOS & HANDBOOKS
(All prices include one handbook)

DIGGING A LITTLE DEEPER (foundations)
Additional booklets are priced Each Video

SITES AND STRUCTURES (site inspections, framing, insulation) 33.75
at $6.25 each Intl handbook

THE COVER STORY (wall & roof claddings)
3 IN 1 VIDEO (the three videos on one tape incl booklets) 52.50

MEMBER ACCESSORIES
TIES & SCARVES in various colours: red, green navy & grey. Scarves navy only 5.00

Selection of 1 each colour & scarf 20.00

CUFFLINKS Per boxed set features NZIV Crest (Blue/Gold/Red) 30.00





NEW ZEALAND INSTITUTE OF VALUERS 

MISSION STATEMENT 
The New Zealand Institute of Valuers encourages its membership to develop high standards of 
professionalism and excellence through the provision of education, support services and promotion. 

The New Zealand Institute of Valuers membership comprises professionally qualified persons who 
value, appraise, advise, consult, manage, arbitrate and negotiate in all respects of land, buildings 
and other real and personal assets. 

STATEMENT OF OBJECTIVES 
To achieve this the Institute will continue to 

1. Provide a framework within which members may advance their educational and professional 
development within a diverse membership activity. 

2. Provide a progressive organisation responsive to change and membership needs. 

3. Provide channels of communication between members, the organisation and the public. 

4. Encourage maximum member participation in the affairs of the Institute. 

5. Develop, set and effectively maintain standards of practice for the benefit of both the membership 
and public while ensuring fair and expeditious disciplinary procedures are available. 

6. Establish education, admission and categories of membership criteria and provide appropriate 
pathways to admission. 

7. Encourage research and develop viable services of benefit to members. 

8. Develop closer association and cooperation with other professional bodies both in New Zealand 
and overseas. 
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