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ABSTRACT 

In Malaysia, the easement valuation is less awareness part of real estate valuation. 

Easement valuation has become a big problem because there are only has vague 

compensation guidelines in literature and there are lack of guidelines and less 

discussion in Malaysia Valuation Standard (MVS) year 2019. The main focus of the 

valuation field in Malaysia is on the general real estate valuation such as residential, 

commercial, and agricultural land valuation. The real estate valuation system in 

Malaysia still imperfect as there are many things should be improved in the future 

especially for easement valuation. Thus, first objective in this research to identify the 

factors that influence rental value determination of temporary easement valuation for 

construction site, second objective is to assess challenges for the valuer in rental value 

determination of temporary easement for construction site and the third objective is to 

evaluate the role of mediators on the influential factors to rental value determination 

of temporary easement valuation. Quantitative approach was adopted in this study by 

conducting questionnaire with 38 participants from private and government sectors by 

using simple random sampling. Descriptive analysis including frequency analysis and 

mediation analysis was used to interpret the data. The findings showed that there is no 

mediation between location factor and rental value determination of temporary 

easement. The findings also showed that challenges of valuer fully mediate the 

relationship between others factors (physical attributes, condition of easement, 

economic and market condition) and rental value determination of temporary 

easement valuation. This research has resulted onto the landowner as the easement can 

help to protect the landowner’s rights on their own property.  
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ABSTRAK 

Penilaian ismen adalah satu penilaian harta tanah yang penting di Malaysia. 

Kekurangan dalam perbincangan garis panduan maupun ketetapan dalam Malaysia 

Valuation Standard terhadap penilaian ismen telah menjadikan satu isu dalam 

penilaian harta tanah. Bidang penilaian di Malaysia lebih mengutamakan pada 

penilaian harta tanah umum seperti kedianman, perdanganan dan pertanian. Terdapat 

sedikit kelemahan dalam pelaksanaan pernilaian harta tanah di Malaysia yang 

melibatkan penilaian ismen. Objektif pertama dalam kajian ini adalah untuk 

mengenalpasti faktor-faktor yang mempengaruhi kadar semasa terhadap penilaian 

ismen sementara bagi maksud laluan pembinaan, objektif kedua adalah cabaran 

kepada penilai dalam menentukan nilai sewa ismen sementara dan objektif ketiga 

menilai peranan perantara dalam mengesani faktor-faktor yang mempengaruhi nilaian 

sewa ismen sementara. Pendekatan kuantitatif digunapakai dalam kajian ini dengan 

mengedarkan soal selidik kepada penilai di sektor swasta dan kerajaan dengan 

menggunakan persampelan rawak mudah. Analisis deskriptif termasuk analisis 

kekerapan dan analisis pengantaraan telah digunakan untuk menganalisis data. Hasil 

kajian menunjukkan bahawa tiada hubungan pengantara antara faktor lokasi dan 

penentuan nilai sewa bagi penilaian ismen sementara. Keputusan juga menunjukkan 

bahawa cabaran penilai menjadi pengantara sepenuhnya antara faktor lain (keadaan 

bangunan, keadaan ismen, keadaan ekonomi dan pasaran) dan penentuan nilai sewa 

bagi penilaian ismen sementara. Dapatan kajian ini dapat memberi manfaat kepada 

pemilik tanah kerana ia dapat melindungi hakmilik mereka ke atas harta tanah sendiri. 
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CHAPTER 1 

INTRODUCTION 

1.1 Research Background 

In recent years, the easement valuation is less awareness part of real estate valuation. 

The Malaysia Torrens System recognized right which one landowner could acquire 

over the land of other, easement being one of the rights conferred over neighboring 

land. Even the public or private sector may need the right of the easement to use 

another people land for their specific purposes. When another person or company use 

the land without permission, the landowner had the right to acquire adequate 

compensation or payment. Therefore, the easement valuation will help the landowner 

to evaluate the amount of compensation without losing their rights (Salleh, 1989). 

Easement is defined in section 282 (1) of the National Land Code as ‘any right 

granted by one proprietor to another, in his capacity as such and for the beneficial 

enjoyment of his land’. Section 282 (3) further explains that the land and the benefit 

of which the easement is granted is called the ‘dominant land’, and the land of the 

proprietor by whom is granted is called the ‘servient land’  (National Land Code (ACT 

56 OF 1965) VER 1.0, n.d.). 

 In Malaysia, the construction industry is one of the primary industries of the 

national economy. During the era of growing economic development in Malaysia, its 

contribution to Gross Domestic Product (GDP) is between 3% and 6% per year. While 
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the function of an easement is helping to sustain and encourage a systemized and 

progressive development of residential and industrial land usage. In the current 

century, easements are an important part of the property development because of the 

diversity of rights they could represent and because of the status of the right. 

Easements are unlike the restrictive covenant. It is a proprietary creature; once created, 

it will confer an enduring and enforceable right upon the holder against the rest of the 

world (Hepburn, 1998). 

This research is focused on the temporary construction easement. The term of 

temporary construction is very short depends on the period of construction project 

normally is two years. The valuer must consider whether the existence of a temporary 

construction easement will restrict the property owner from using the unencumbered 

portion of the land for its highest and best use during the easement’s term.  

Moreover, rental value determination of temporary easement valuation for 

construction site will be discussed in this study. Chris & Sc, (2007) describe rent is 

considered to be construed as a monthly payment made to the owner of the property 

in exchange for the use of a building. Under Law of Property Act 1925, a lease should 

be gives to the developer (tenant) the right to possess the land specified in the lease. 

A lease should contain very specific terms about the duration of the lease which the 

rights and responsibilities of the landowner and tenant is valid. Land tenure includes 

a certain right of control over the leased land, and the landowner shall not interfere 

with the tenants' rights during the lease term. An easement gives a limited right to use 

part of the landowner's property. It does not transfer legal possession to the land to the 

tenant. The tenant may get the right to use the land for wind turbines and a right of 

way to access the turbines. In addition, the landlord may also enter a wind easement, 

agreeing not to build anything that might block the wind to the project. Leases and 

easements might be included in a tenancy agreement for temporary easement valuation 

at construction site. 

Easements under the Strata Title Act and National Land Code support that an 

easement should be included in a tenancy agreement. The terms should specify the 

developer reserves the easements, licenses, rights and privileges of a right of way in, 

through, over, under and across the common property for the purpose of completing 

construction and sale of parcels and facilities in the said building and towards the 

period time end, reserves the right to grant easements and right of way in, through, 

over, under and across the common property for the installation, maintenance and 
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inspection of lines and appurtenances for public or private use for any other materials 

or services necessary for the completion of the work.  

This research is considered important in real estate field because construction 

sector may need the right of the easement to use another people land for their specific 

purposes and the temporary easement specific time more carry out at construction site. 

This research can provide an information to reach a higher-level understanding of 

temporary construction easement for the future researcher. The aim of this research is 

to identify the factors that influence rental value determination of temporary easement 

valuation for construction site, the challenges for the valuer in rental value 

determination of temporary easement valuation and the mediating impact of both 

influential factors and challenges on rental value determination of temporary easement 

valuation. 

1.2 Problem Statement 

In Malaysia, the main focus of the valuation field in Malaysia is on the general real 

estate valuation such as residential, commercial, and agricultural land valuation. Some 

special case of real estate valuation might be granted or judged based on personal 

experience. The real estate valuation system in Malaysia still imperfect as there are 

had many things should be improved in the future especially for easement valuation. 

Lack of referable information can be reference is a problem for easement valuation.  

A property easement agreement is a document used by the owner of a property, 

known as a grantor or landlord, to allow another person, known as the grantee or tenant, 

to use the property for a limited or particular purpose. This document is a simple 

approach to offer temporary or long-term access to land without completely 

transferring ownership. However, the easement agreement created are often being not 

clear or no longer specify the purpose and terms of easement or any limitations and 

benefits to how easement can be used. This is critical that may occur future 

misinterpretation or conflict, especially since easements are frequently placed for a 

long time and can endure long enough that the parties no longer remember the initial 

conditions of their agreement. 

Firstly, Forbes (2014), stated that the valuation of the easement has become a 

big problem because there are only has vague compensation guidelines in literature 

and there are lack of guidelines and less discussion in Malaysia Valuation Standard 
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(MVS) year 2019. Easements can be classified as temporary easement and permanent 

easement. Temporary easement and permanent easement are specific to use and cannot 

be used for a purposes other than those prescribed in nature depend on their duration 

of holding (Troy Byers, 2015). 

Moreover, the landowner may ignore their rights on the easement. The 

easement is a specific word only the professionals of the real estate field known it. 

Therefore, landowners may lose their rights of the easement if they without made any 

research for the easement. On the other hand, the inexperience valuers also become a 

common issue in the valuation of temporary construction easement because they may 

use unsuitable data to estimate the compensation. However, the legal statutes and case 

law provide some guidance but that is not enough for the valuation of temporary 

easement (Lusvardi, 1990). 

There are some factors need to be considered during identification that 

influence rental value determination of temporary easement. The valuer should 

correctly identify all the rights for the proper valuation of the easement. One of the 

most important aspects is to think about the use of the property and how that use of 

the real estate is restricted by the easement. Then it is important to determine the 

location of the easement. An easement can be located in an obstruction area along the 

property. Different locations generate various constraints on owners and are closely 

related to the use of the property (Šnajberg, 2015). The law of easements must 

accommodate the needs of the dominant tenement and thus ensuring that the servient 

tenement does not become overburdened and inalienable, at the same time, all in the 

context of a modern society (Sc, 2007). 

Secondly, temporary easements are limited to a certain period of time, and are 

automatically extinguished at the end of that period. If the duration of the project is 

known to exceed 3 years, the maximum duration can be extended. However, the longer 

the easement takes effect, the greater the appraised value of the easement (Eddie 

Burton, Mike Fallert, 2005). At the core of the difficulties found in appraisals of 

temporary easements is a set of misconceptions as to how to define the appraisal 

problem. It is more likely than not that the reported conclusion of value may be 

misrepresentative if the issue of valuation is undefined or incorrectly specified at the 

outset. One of the reasons for the misconception of the appraisal problem is that, 

technically speaking, market value is not the proper measure of compensation, since 

temporary easements are not often bought and sold in the private real estate market. 
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(Lusvardi, 1990). This issue has become one of the challenges to the valuer when 

determine temporary easement valuation. 

The challenge for the valuer is to determine where these figures come from the 

real estate market. The valuer's role is to look at the impacts of an easement (if any) 

on the sale of a property with similar easements. Most of the urban properties within 

the cladding zone may potentially burdened the easement of the utility in the case if 

residential property. In most cases, these easements expand along the property line 

and have no bearing with the sale of the house, if any. Therefore, the market shows us 

that easement has little value. This is because the existence of easements does not 

affect the use or utility of the property, nor does it impose excessive burden or 

destitution to the property owner. By performing multiple matching, the valuer can 

determine the overall trend of the assessed impact. It should be noted that both the 

easement and its effect are included in the total difference between encumbered and 

unencumbered (Donnie Sherwood, SR/WA, MAI, 2014).  

Based on previous research such as Applegate et al., (2011), Munneke & 

Trefzger (1999), Oluseyi (2014), Stroman & Kreuter (2015), Stopar & Šubic Kovač 

(2016). These research focus on the topic related to easement, rental value and 

construction sector. Yuan et al.(2012) studied a nationwide comparison of farmland 

conservation easement valuation and some previous research studied on rental value 

for residential property, rental value for commercial property or land value in case of 

easement. Stroman & Kreuter (2015) studied factors influencing land management 

practices on conservation easement protected landscapes. Stopar & Šubic Kovač 

(2016) studied land valuation in case of easement in Slovenia. Soppelsa (2017) studied 

the determinants of land conservation by type of easement. 

Even though the previous research states the topic related to easement, 

easement valuation, rental value and topic related to construction site, however, there 

is very few or even there is no research cover and focus on temporary easement to 

rental value determination. The previous research more focus on permanent easement 

or conservation easement but not temporary easement. In addition, the previous 

research related to rental value more focus on general real estate valuation such as 

residential, commercial, and agricultural land valuation or land value in case of 

easement but not rental value in case of easement. 

The research paper related to temporary easement is very few and can be said 

it is almost no relevant research before in Malaysia. There are also not many cases 
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reference to be applied in Malaysia. Especially for temporary construction easement 

because each temporary easement is unique. It cannot give a concise and complete 

answer to valuation. Therefore, the purpose of this research is providing a clear 

information related to the valuation of temporary easement for construction site such 

as the factors that influence rental value determination of temporary easement 

valuation for construction site, the challenges for the valuer in rental value 

determination of temporary easement for construction site and how the role of 

mediators’ effect on the influential factors to rental value determination of temporary 

easement valuation. 

1.3 Research Questions 

RQ1 What are factors that influence rental value determination of temporary 

easement valuation for construction site? 

RQ2 What are the challenges for the valuer in rental value determination of 

temporary easement for construction site?  

RQ3 How the role of mediators effect on the influential factors to rental value 

determination of temporary easement valuation? 

1.4 Research Aim and Objectives 

The aim of the research is to focus on the mediating impact of rental value 

determination between influential factors and challenges in temporary easement 

valuation at construction site. 

The main objectives of this research are: 

RO1 To identify the factors that influence rental value determination of temporary 

easement valuation for construction site. 

RO2 To assess challenges for the valuer in rental value determination of temporary 

easement for construction site.  

RO3 To evaluate the role of mediators on the influential factors to rental value 

determination of temporary easement valuation.  
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1.5 Research Scope 

The area selected to undertake this research in Johor. The target respondents of this 

research focused on registered valuers and valuation officer from both private and 

government sector in area Johor. This research was only limited to valuers. Only the 

valuers who experience in these aspects being studied. Therefore, this research has 

three main scopes. It’s aimed to gain the factors that influence the rental value 

determination of temporary easement valuation for construction site. In this research, 

the researcher collected the data from the respondents to explore their challenges in 

determination of rental value for temporary easement valuation and made to focus on 

the mediating impact of influential factors and challenges of the valuer on rental value 

of temporary easement valuation. 

1.6 Significance of Research 

This research provided new insights into the rental value determination of temporary 

easement valuation for construction site. This research spread awareness in the 

construction on recognizing temporary easement as an issue in real estate valuation 

and how mediation can be a useful approach to improve it. Through this research, real 

estate academician and land administrators may promote programs or advocacies 

regarding mediation that can help the property valuers or construction project manager 

deal with the issue on temporary easement. The results of this research provided 

valuable information for the advocates to further their programme on spreading 

awareness on rental value determination of temporary easement valuation for 

construction site and how the easement valuation will help the landowner to evaluate 

the amount of compensation without losing their rights. Property valuers could get the 

benefit from this research as its findings using the state rule also utilize market sales 

of similar properties unencumbered by easements to analyze their encumbered 

properties. This research covered information involving mediation as an approach to 

improve in temporary easement valuation. Thus, the findings of this research can be 

used for future discussions on the capabilities of mediation in temporary easement 

valuation. 
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1.7 Research Methodology 

The methodology for this research was divided into 3 phases: -  

Phases One: Identified the title, problem statement, research questions and research 

objectives. The research objectives are formulated by research questions. Next, scope 

of research is only limited for the valuers in Johor. The issues focus on the factors that 

influence rental value determination of temporary easement valuation for construction 

site. 

Phases Two: Quantitative method will be conducted in this phase. By conducting a 

quantitative method, data collection may include interview, document review and 

other research techniques.  

Phases Three: The research finding will be concluded. In this phase, the analysis, 

discussion and conclusion will be conducted. At this phase, researcher will provide 

recommendations and suggestions to pave the way for further research. Limitations of 

the study also included in this phase.  
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1.7.1 Research Process 

  

Scope of Research 

Research Question 1 

What are factors that influence 

rental value determination of 

temporary easement valuation 

for construction site? 

Title 

The mediating impact of rental value determination between influential factors 

and challenges in temporary easement valuation at construction site. 

Primary Data & Secondary Data 

Data Analysis 

Results and Finding 

Data Collection 

Literature Review 

Conclusion & 

Recommendation 

Research Question 3 

How the role of mediators effect 

on the influential factors to 

rental value determination of 

temporary easement valuation? 

Research Question 2 

What are the challenges for the 

valuer in rental value 

determination of temporary 

easement for construction site? 

Research Objective 1 

To identify the factors that 

influence rental value 

determination of temporary 

easement valuation for 

construction site. 

Research Objective 2 

To assess challenges for the 

valuer in rental value 

determination of temporary 

easement for construction site. 

Research Objective 3 

To evaluate the role of 

mediators on the influential 

factors to rental value 

determination of temporary 

easement valuation. 

Figure 1.1: Research Flow Chart 
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