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Item 10. LASAAC 12/06/14
To: 

LASAAC     
From:

Gareth Davies
Date:

12 June 2014
Subject: 
Council Dwellings Valuation – RICS Scotland Review 
Purpose of Paper
1. This paper informs LASAAC of a review of Council dwelling valuation practice in Scotland by members of RICS Scotland. 

Background
2. The Code 13/14 requires council dwellings to be measured at Existing Use Value – Social Housing [EUV-SH] (see Code 13/14 4.1.1.6; 4.1.2.8).

3. LASAAC members will be aware that LASAAC issued Guidance On The Valuation Methodology For Council Dwellings in October 2010. It requires Scottish authorities to adopt a ‘Beacon Approach – (Adjusted Vacant Possession)’ methodology for 2015/16 financial statements at the latest.

RICS Scotland Review
4. The subject of council dwelling valuation was raised at an Association of Chief Estates Surveyors (ACES) (Scotland) meeting. Variations in methodology across Scotland were noted as well as some issues regarding the English [DCLG] guidance on EUV-SH. 
5. RICS Scotland formed a Valuation of Council Housing Stock Working Group and have suggested discussions with LASAAC.

6. Aspects for consideration include:
	Valuation is for the ‘whole stock’
	The implication is that the market for the asset ‘portfolio’ would be other ‘Registered Providers’.


	Rationale for EUV-SH valuation
	It is suggested that EUV-SH was developed to address the valuation of social housing assets for loan security.

EUV-SH therefore is ‘an opinion of market value’ and should reflect market practices



	Public sector rent income is not necessarily higher risk than private sector.
	The DCLG guidance suggests that public sector rents have additional associated risk and liabilities.

It has been suggested that this is not necessarily the case. Demand for public sector rentals is high with restricted supply. 
  

	Scale of operation
	The scale of operations will affect the valuation. 


	Discount factor application

	The basis for the regional discount factors in England & Wales has been queried. It is noted that in Scotland valuers should appropriately determine the local discount factor for each authority / area.
It has been suggested that, due to changes in control arrangements, the Local Housing Allowance (LHA) may no longer be an appropriate guide to market rents.



	Vacant Possession Value 
	An ‘investment valuation’ figure for housing stock can be compared to the Vacant Possession figure.

It is suggested that a very approximate ‘typical’ situation is that Social Housing will be some 35% to 45% of the Vacant Possession value. 



	Yield determination

	The difficulty of determining ‘net rental income’ and therefore ‘net yield’ generally means that a ‘gross yield’ basis is more achievable.



Recommendation
7. It is recommended that LASAAC invites RICS Scotland and / or ACES Scotland representatives to the next LASAAC meeting to discuss the issues raised and the future direction of guidance. 
Committee Action 

8. The Committee is requested to 
· Approve the recommendation in paragraph 7.
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