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	Chartered Surveyors Web Page


A web page has been set up as a chat page where problems can be aired, information exchanged and advice given. Please make regular use of this and include your own contributions. If you have a problem, please contact Roger Wilkey:

Tel:     01273 737325


Fax:    01273 737329


E-mail:
rawilkey@rawfrics.co.uk

To access use:

Charteredsurveyorsweb.co.uk

	Letters from Members


Tony Lacey FRICS of J M Consultants, Harpenden wrote the following letter to David Hamilton, the Chairman of ISA after the AGM

“Just a note to say how informative and enjoyable the ISA Conference was on 8 May.

I thought your Chairmanship was first class and it’s a pity the timekeeping isn’t equally as good at the Three Counties Conferences.
I believe Margaret will be putting something in the Newsletter about giving ISA membership greater prominence on letter-headings and the RICS less! Therefore shouldn’t every member be asked to confirm that they will arrange to redesign their notepaper and submit a copy to HO once the new

 logo has been finalised? ”

The Chairman has received between seven and nine telephone calls offering congratulations on the event and its content. Two members said that it was a pity the whole of the ISA membership was not present. Richard Hulls, the Vice-Chairman of ISA, also received congratulations from Stephen Martin.

Paul Rocky FRICS of Solihull, West Midlands wrote offering help

“The time that the Council Members give to the Association is much appreciated by myself and, I am sure, all our Membership. The demands on their time, particularly sole practitioners, must be somewhat taxing.

Therefore, bearing in mind that I am Voluntary Surveyor, under the Chartered Surveyors Voluntary Service, to both Shirley and Solihull Citizens Advice Bureaux which entails quite a lot of time, I would be pleased to offer my services to help out wherever possible for small tasks.

Finally, thanks to the Council Members and yourself for organising such an interesting informative open day at Crick”.

Graham Ellis BSc MRICS of the Survey & Valuation Company wrote the following letter to David Hamilton 

“Just a quick note to thank you for the excellent ‘As You Like It’ Conference at Crick the other week. Unfortunately I couldn’t stay for the AGM at the end of the meeting but found the CPD content to be extremely interesting and meaningful.

A couple of observations if I may.

First of all I endorse your comment that the ISA need to spruce up its brochures etc. For your information I enclose a copy of my own brochure where you will note I have referred to the fact that we are members of the Independent Surveyors Association, and indeed use the existing logo in the brochure. I also have a link from my website direct to the ISA website, as well as RICS, SAVA and Habitus. My brochure and website is designed to be complementary to the ISA and the others.

Secondly, clearly the residential survey and valuation field desperately needs strong leaderships but there is clearly a lot of infighting and distrust between the main players i.e. RICS, SAVA and I would endorse one of the attendees that there is a real opportunity for the ISA to take on this strong lead.

I note from my experience of running my own firm that time is the main factor and many of us are simply too much in the job – I appreciate that the ISA committee members also have their own businesses to run and frankly can’t be expected to devote the time and energy which is necessary.

I note the ISA is seeking new members and for my part I would very much like to be very involved, but because of the demand on my time then realistically this has to be in the north-west. I did write to Trevor Thatcher a few months ago – Trevor must be a member of the RICS because he didn’t reply to my letter! 

However I did pass my business card onto him at the meeting and, hopefully, he’ll be in touch again. I fully agree that the ISA needs to get more proactive members on but clearly this isn’t having much effect at the moment in the north. I think I was the member from farthest north in the delegates list – indeed this is the first time I have been to an ISA meeting for 2/3 years.

I do know from my contact with fellow small practice Chartered Surveyors throughout the north west that there is a desire for strong leadership to deal with pressing matters.

I consider these to be as follows:-

1.   Fees – too many of us are undertaking too much work for a fraction of the fees which are lender driven. Unfortunately my own business has fallen into the same trap but at the end of the day we have a bank manager to satisfy and I would rather get 50% of something than 100% of nothing.

Although I think the ISVA joining forces with the RICS has improved the lot of the residential surveyor and valuer in recent years, I still think there is a lack of confidence and motivation around and this can be seen in the way we deal with the issue of fees.

2.   This issue may also be directly related to fees in terms of salaries being paid. Salary may be an issue but where are all the young surveyors? I have a business which is hopefully going to expand to take advantage of the opportunities which are becoming increasingly available in the profession. However, I look around and I wonder where I am going to get the young dynamic surveyors from – the profile of the delegates at the last meeting was typical of most conferences/seminars I have attended over the last few years – invariably white, male 40+!

3.   With regard to the ISA increasing membership, obviously I endorse this, I also think the ISA should be looking to increase participation from its existing members, including myself. As I say I am prepared to get more involved but strictly on a regional basis, i.e. north-west England.

Anyway, onto the next survey! I hope you found the above comments of interest.

Once again many, many thanks to everybody involved in organising an excellent day”.
The following letter was received from Alastair Gibson offering his assistance

“I read the minutes of the AGM of the ISA and refer to the request for members to assist in some way in the running of the Association.

I would be willing to put in a few hours if it helps”.

	Professional Standards?


In 1999 Mr Valuer (FRICS) was instructed by a well-respected European Bank to formally value a detached residence belonging to their London Branch. A policy decision had been made to dispose of this asset to a member of their staff but at the full market price. The inspection took place and the report was issued in accordance with the Red Book at a figure of £375,000. Subsequently, the sale went through, both parties being content with the result.

In late 2001 the Bank received formal notification from the Inland Revenue that they had referred the valuation and subsequent sale price to the local Valuation Office. The result of that referral was that the Valuation Office had advised the Revenue that the property had been undervalued and therefore undersold by £75,000 (a difference of 20%). The Inland Revenue submitted a demand for additional taxation to the Bank for under selling.

This was not the end. Almost at the same time the purchaser received a Revenue Demand for tax based on an under-valuation of £75,000, the tax bill being based at 40%.

The Valuer was contacted and advised of the situation. The implications of this became obvious very quickly. The Valuer might find himself liable to two parties, to the bank for under valuing by £75,000, to the purchaser for his additional tax demand. Quite clearly, blood pressure rose steeply.

The Bank behaved in a remarkably gentlemanly and straightforward manner. It was agreed that the Valuer and the Bank’s Accountants would co-operate to challenge the assessment. Additional investigation was embarked upon at considerable cost. Whilst the Accountants were somewhat pessimistic about the outcome, the Valuer was determined that his original figure was right and correct.

In the course of discussions with the Valuation Office it became clear that the Revenue had asked for a valuation. The appointed member of the Valuation Office (MRICS) totally and utterly ignored the provisions of the Red Book. He admitted that he had driven past early one evening on his way to a dinner party. He had written his valuation figure down on a bit of paper and two days later gave his professional opinion, in writing, to the Inland Revenue. He made no attempt to consider the market; he did not inspect the property; he had no idea of its condition or even the extent of accommodation.

The Valuer stood his ground. The final result was a letter from the Inland Revenue reluctantly agreeing that the original valuation was correct and the Inland Revenue now viewed the matter as closed with no additional tax burden to be borne by anybody.

Sighs of relief all round, the loudest coming from the Valuer. However, this exercise by the Revenue cost the Valuer and the Client together in time, fees, etc. a sum in five figures simply to defend a position.
Twenty years ago this sort of behaviour and poor professional work would have been a rarity if it would have ever happened at all. Today it is very different. A member of our profession quite cavalierly indirectly accuses a brother surveyor of gross negligence.

At the end of the day, after considerable cost he is proved to be wrong. Does he apologise for his own behaviour – you must be joking. Perhaps the moral at the end of the day, if you come across a further case like this, is to require a written statement of facts from the Valuation Office as to exactly who carried out the Valuation, how it was carried out and what was the basis. If there is a refusal, which undoubtedly there would be, perhaps the European Court of Human Rights might be interested in it. So far as the Valuation Office is concerned their Valuer goes on his way smirking that nothing will be done about it. There is one rule for us quite a different set of standards for the other.

	Members’ Directory


If you would like an up to date copy of the Members’ Directory email Margaret at Charterhouse, mail@surveyorsweb.co.uk.

	Case in Point


Members may wish to note the following extract taken from John Murdoch’s recent ‘Case in Point’ series book and reproduced here with his kind permission.

Kenny v Hall, Pain & Foster (1976)

The defendant estate agents were held responsible for a free valuation of the claimant’s house, given to the claimant by an inexperienced and unqualified negotiator who chose not to seek assistance from a more senior colleague. The fact that the individual was inexperienced and unqualified did not justify the application of a more relaxed standard of care and skill.

The book entitled Negligence in Valuation & Surveys may be obtained from RICS Books at a modest cost. ISBN 1 842190725.

	Does the RICS have Enronitis?


The story of Enron has been much in the news lately. Enron, the energy-trading giant, was until recently the seventh biggest company in the world, with annual sales report4ed to have been 100 billion dollars. It was built up over a a period of fifteen years by Baptist Minister’s son Ken Lay, amongst whose stated cardinal business practices were integrity and truthfulness.

Between 1985 and 1990, Enron grew at an exponential rate, both by organic growth and by acquisition. 1990 was a particularly bumper year. When Saddam Hussein blew up the Kuwaiti oil fields, the price of energy soared and the profits of Enron increased in tandem. Unfortunately, in 1991, when the Kuwaiti oil fields were back on-stream, Enron were unable to repeat their profit performance. Wall Street would not have liked this. Enron therefore became creative. They had recently made an energy deal that was to have made them several hundred million pounds over a period of 20 years. Instead of booking these profits annually, they decided to book them all to year one. This was approved by Arthur Anderson, the global firm of chartered accountants. The Enron share price went up, as did the directors’ bonuses. The Enron Directors thought this was all such a wizard wheeze, they did it again and again, each time signed off by Arthur Anderson.

Another creative example: Enron did a 20 year North Sea Gas deal. It was going to cost them £3,000,000 per month to use the gas pipe. However, they only booked costs of £1,000,000 per month, on the basis that they would get £2,000,000 back at some time in the future. Again, Arthur Anderson signed this off.

Eventually, the debts and the loss-making ventures became so enormous, that they were all hived off into subsidiary companies. 

That way, they would not appear on the balance sheet. 

Incredibly, there were 4,300 of these subsidiary companies. This was again signed off by Arthur Anderson.

Why were Arthur Anderson so indulgent towards Enron? They were, after all, paid $25,000,000 per year by Enron to audit their accounts, and should have been rigorous in enforcing recognised professional standards. The answer is very simple. In addition to the $25,000,000 they were paid to audit the accounts, they were also paid $25,000,000 per annum for “management consultancy services”. Conflict of interest?

As a result of failing to attend to these blatant conflicts of interest, Arthur Anderson is now in the middle of breaking up, and will cease to exist as a global force. Furthermore, the accountancy profession is under siege worldwide.

Now what on earth has all this got to do with the RICS? As all surveyors know, the vast majority of residential mortgage valuations are carried out by national chains of surveyors. Who owns these national chains of surveyors? For the most part, the mortgage banks and building societies who are also lending out money on the basis of the valuations provided by their surveyors. Who dominates the committees of the RICS? Surprise, surprise, the head honchos of the national chains of surveyors. Conflict of interest, or what? The implications simply do not bear thinking about.

FROM AN RICS MEMBER TOO FRIGHTENED TO REVEAL HIS IDENTITY.
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