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1. The Origins of the Problem

Construction of technical infrastructure, to which necessarily should be includ-
ed water supply or sewerage network, charges in accordance with the provisions of
the Law on Real Estate, the property owner or the perpetual user, who does not have
the obligation to pay annual fees or have payed any charges for the whole perpetual
time of use. The necessary condition is that the construction of a technical device
was carried out with the participation of the Treasury, local government units, and
funds from the budget of the European Union or other foreign sources not reimburs-
able. The above financial burden does not apply to property held in the zoning plan
for agricultural or forestry objectives. In the absence of a local plan, as agricultural
or forestry estate considered are properties shown in the cadastre as farmland or
forest land, as well as wooded and bushy and included in the estate mining land,
wasteland and roads, if it has not been established for them, zoning and land devel-
opment [7].

The increase of the market value of the property, occurring as a result of the
construction of technical infrastructure, is associated with the obligation to make
a betterment levy to the commune. These fees may be established within three years
after the creation of conditions for connecting the property to the device. The com-
mune may proceed to charge fees if, on the day of creation of conditions for connect-
ing the property to the network a resolution of the commune council to establish the
percentage rate of the fee was in force. The betterment levy amount is not more than
50% of the increase in the value of property due to the construction of the device. In
the situation when the owner or perpetual user expenditures have been incurred for
the construction of the device, such expense reduces the amount payable in respect
of the calculated fee [1, 7, 9].
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As stated in the Law on Real Estate, determination of the amount of the fee is
made after obtaining the opinion of property valuer. When carrying out the valua-
tion of the property from the title, referred to in this publication, its value should be
determined without regard to the components. Real estate subject to the payment
may be in varying degrees distant from the technical infrastructure, which signifi-
cantly affects the costs, which have to be incurred because of the real estate connec-
tion to the main network. Thus, the increase in the value of the property when con-
nected to the network will be different for each land under a betterment levy. This is
due to the valuation rules that impose on the property appraiser the duty taking into
account in the elaborated appraisal report the estimated distance of the real estate
from the network built and conditions of its connection [7].

Another rule, when determining the value of the property, is associated with
the perpetual users and in accordance with Art. 144 Paragraph 2 of the Law on Real
Estate, if they are obliged to pay a betterment levy then the value determined be-
fore and after the construction of technical infrastructure refers to the property as
a matter of right of perpetual use. The last and most important principle having been
reflected in amount of the fee relates to the level of prices. The value of the property,
to accrue mentioned charges, is determined by condition of the property before the
construction of the technical infrastructure and according to the condition of the
property after the construction. While the the level of prices, for which the appraiser
is required to estimate the value of the property, is related to the date of the decision
to establish the present fee. It should be noted that the decision may be made within
three years from the date of the existence of conditions for connecting the property
to the technical device.

2. The Rules of Formal Setting of Betterment Levy

Determining the betterment levy is carried out on the basis of a procedure that
is a typical administrative proceeding. In the course of its activities the general rules
of proceedings of the kind should be applied, such as [1]:

— the rule of law,

— the principle of control and supervision of compliance with the law in the

proceedings,

— the principle of objective truth,

— the principle of taking into account of the public interest and the legitimate

interests of citizens,

— the principle of deepening public confidence in state bodies and the impact of

state bodies on awareness and legal culture of citizens,

— the principle that authorities are required to provide factual and legal

information,

— the principle of active participation of the parties in the proceedings,

— the principle of persuasion,
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— the principle of the speed of the proceeding,

— the principle of written form,

— the principle of two-instances,

— the principle of sustainability of final administrative decisions and right to
complain against administrative decisions to the Administrative Court,

— the principle of free evaluation of evidence.

The administrative decision to establish the betterment levy issued by the head
of the commune, the mayor or the president of a city is a decision of the first instance.
According to the law the act becomes final decision at the time of delivery to the par-
ty. The owner or perpetual user has the right of appeal against the issued decision
within 14 days from the date of delivery to the appropriate local government appeal
college that its scope of action includes the given property. If the party is not satisfied
with the next decision, the next step is to file a complaint against the decision of the
appeal body to the regional administrative court within 30 days from the date of de-
livery. The last possible step is the cassation appeal to the Supreme Administrative
Court on the judgment of the Regional Administrative Court [1, 8] according to law.

At this point, should be emphasized the regulation inadequate to the conditions
of the real estate market in Poland, according to which the commune has the abil-
ity to charge betterment levy within 3 years since the creation of conditions for the
implementation of the property connection to the network. In the course of further
analysis the authors of this publication show the real impact of the time factor on the
amount of these charges and propose significant changes in the adoption of a new
way of charging betterment levy. The solution of the problem seems to be a change
in the evaluation of the date of the price level at which the value should be estimated.

3. Methodology and Research Area

The studies performed relate to one of the communes near Krakow, attractive
in terms of housing, where, since 2004, successfully was carried out the construction
of the sewerage network. In 2003, the commune council adopted the resolution that
the amount of the betterment levy will be equal 50% of the increase in the value of
the property resulting from the investment.

In order to carry out the studies the transaction prices were collected for unde-
veloped land intended for the zoning plans for single-family housing. Nearly 2000
data were collected, for the period 2003-2013. These data were divided into indi-
vidual years. The time factor was eliminated in given calendar year, bringing all
transactions as of December of a given year.

For this purpose, a linear regression model was used based on the the average
values and standard deviations, in marginal distributions, determined on the basis
of the results of the sample and taking into account the correlation coefficient of X
with respect to variable Y [2].
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The correlation coefficient indicates the direction and strength of the relation-
ship between the analyzed variables, which in this case enables determination
whether a set of prices needs to be updated.

The strength of the correlation can be determined at three levels [2]:

1. weak correlation |r| <0.3,
2. average correlation 03< |r| <0.8,
3. strong correlation |r| >0.8.

If the received value of the correlation coefficient corresponds to its size at the
first level, then the prices can be considered as valid for the investigated time period.
Update of prices was carried out according to the following formulas [2]:

Ciy =C; +B-(t,—1) 1)
_,.50)
B=r oh) (2)

where:
¢, — transaction price of the i-th property,
B — regression coefficient,
t — update date (expressed in months),
t. — the date of of the transaction (expressed in months),

After eliminating the time factor as a differentiating element of the transaction
prices, the data set referred to, can be used for the valuation of the research object
in the comparative approach [5, 6]. Carrying out the valuation of the same plot of
land according to the level of prices as of December of each calendar year will be the
basis to verify the thesis that the betterment levy is strictly correlated with the date
of calculation.

4. Results

The object of the research, subject to the valuation was an undeveloped parcel
of land with an area of 1000 m?. The subject property was valued using average price
adjustment. For this purpose, from the collected base 20 to 25 data were selected,
for each year and for each valued condition of the property (the real property with
access to sewage and the real property without access to the network). Selected data
concerned only properties with characteristics similar to the property being valued.
Valuation of the same property at the price level as of December of each calendar
year gave the basis for calculating the amount of the fee in the investigated period.
Partial and final results of the calculations leading to the determination of the fee
value were collected in Table 1.
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Table 1. Changes in the market value and the amount of the betterment levy
in the years 2003-2013

The value in the | The value in the Th The percentage The The amount
state before the | state after the be tterrflen t difference in | differencein | difference
Year | construction of construction lev comparison to | percentage | compared to
the network | of the network [PLKI] the previous | compared to | the previous
[PLN] [PLN] year [%] the 2003 [%] | year [PLN]
2003 39900 43 400 1750 - - -
2004 41 200 44 800 1800 3 3 50
2005 51900 56 400 2250 25 29 450
2006 77 400 84100 3350 49 91 1100
2007 111 900 121 600 4850 45 177 1500
2008 201 500 219 000 8750 80 400 3900
2009 175 500 190 800 7 650 -13 337 -1100
2010 143 500 155 900 6200 -19 254 -1450
2011 167 100 181 600 7 250 17 314 1050
2012 155 500 168 700 6 600 -9 277 -650
2013 138 700 150 700 6 000 -9 243 -600

The estimated market value according to the condition of the property before
the construction of the network takes into account the lack of feasibility of the con-
nection to the sewerage network. And the market value according to the condition
after the construction of the network, refers to the situation when there is a possi-
bility of the connection of the real estate to the sewage network. The measurement
results of the test object in the first and second case, differ from each other, and this
difference is not constant during the period (Fig. 1).
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Fig. 2. The betterment levy in the analysed period

As can be seen in Figure 2 changes of the charge of betterment levy is a faithful
reproduction of changes in the level of estimated market values. In 2003, the fee
is 1.7 thousand PLN, then gradually grows as is an increase in market value. The
highest value of the fee falls on the year 2008 and this is the amount of 8.7 thousand
PLN, then from 2009, follows a correction as is adjusted the level of prices in the local
market, which reflect the estimated market values.

5. Summary and Conclusions

Relying on statistical analysis of the method of determination of the betterment
levy, resulting from the prices level at the date of calculation of the levy, significant
differences in the amount of those charges in consecutive years can be observed. The
research was conducted for over 11 years and did not show any three-year period
in which the charges would be at the same level (Fig. 3). This is important from the
point of view of the rights owned by the commune giving it the right to calculate
charges for 3 years period from the arising of conditions for the connection of the
property to the network. Correction of charges in one year is for the benefit of the
community in another however for the benefit of the property owner (Fig. 3).
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Fig. 3. The difference of the amounts of betterment levy compared to the previous year
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The study shows an unambiguous conclusion, that in the case of charging of
betterment levy the date of the price level should be the same as the date of arising of
the conditions of the use of the device, and not the date of the decision of the amount
of the levy.

It seems that the specified new way of betterment levy charging, related to
a change of the criterion for the adoption of the date of the price level, will cause
such actual state, in which the amount of the fee will reflect a real increase in the val-
ue of real estate in connection with the construction of the device. In this situation, it
will be free from the decisive factor which is the parameter of time.

The benefits of these changes may be considered for both the commune and the
owner. Thanks to them, both the municipality and the owner will bear real conse-
quences of the fee billing.
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