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RURAL PRACTICE BRANCH
Asset Valuation of County Farms Estates

Best Practice Guidance – 2007
Introduction

In 2001 the Branch endorsed Best Practice Guidance for the asset valuation of County Farms Estates for local authority capital accounting purposes.  In the light of subsequent experience and practice the Branch reconsidered the matter again in 2005 and 2007, and the provisions set out below represent current Best Practice thinking.

Estate Status

Each authority should determine the basis upon which its estate is held (Operational or Non-Operational) and the Service provided, and secure formal resolution to this effect as this will fundamentally affect the basis of valuation.  A note to reflect this status should be made in the valuation.

Valuation Frequency

Irrespective of the status of the asset and valuation methodology adopted, the asset  must be comprehensively re-valued at least once every five years taking the 1st April of the year in question as the effective date for valuation purposes.  In addition an annual assessment should be undertaken to reflect capital investment, land sales, acquisitions and Estate re-organisations.

Non-Operational Status (In Whole or in Part)

In relation to that part of the estate deemed to be non-operational the asset should be valued on a Market Value basis in accordance with RICS “Red Book” valuation principles, clearly stating appropriate qualifications, assumptions and deductions.

Operational Status

( Farm by farm valuations on Existing Use Value (EUV) basis, based on current

disposition of lettings.

( If declared surplus and under Notice to Quit, Market Value basis of valuation to be used.

( No development hope value or merger potential to be assumed.

( Valuation to be as a tenanted farm to be re-let for the foreseeable future under the

statutory smallholding legislation.

( No regard to be given to the impact of tax or the availability of grants.
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( Valuation methodology to be gross income from the asset, less deductions xYP (see benchmarks below) in perpetuity less cost of realising asset and other significant identified factors.

( Deductions –

( include direct operational outgoings, e.g. contracted maintenance, insurance, management, central costs (not democratic costs), fees and net water costs – all

taken directly from estate accounts;

( exclude time spent on capital works required to bring property forward for disposal.

( Benchmarks (for guidance only) –


( 7% Yield for dairy holdings,


( 6% Yield for arable land, mixed holdings and bare land,


( 5% Yield for cottages,


( 2% Cost of realising the asset.

Cottages
( Cottage by cottage valuations on EUV method as with farms (above) where they form

an integral part of a farm letting.

( If surplus, non-operational or under Notice to Quit, Market Value basis of valuation to be used.

( Market Value method shall be Market Value less an allowance for lack of vacant possession based on life tables, less cost of realising the asset @ 2% of asset value.

( Special purchaser to be ignored (i.e. sitting tenant or Right-to-Buy cases).

Woodland or In-hand Land
( Market Value basis for valuation.

( No account taken of the availability of or the incidence of taxes.
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