








Item 9. LASAAC 17/11/16

To: 		LASAAC     

From:		Gareth Davies, Mike Brown (RICS)

Date:		17 November 2016

Subject: 	Council Dwellings Valuation – RICS and ACES Guidance


Purpose of Paper

1. This paper provides a brief update on RICS and ACES work in implementing a common approach to valuations of council dwellings in Scotland.  

Background

2. Council dwellings are valued at Existing Use Value – Social Housing (EUV-SH) in line with RICS professional standards. 

3. LASAAC has previously specified the use of the Beacon Approach – Adjusted Vacant Possession (BA-AVP) for council dwelling valuation in Scotland.  Existing guidance on council dwelling valuation methodology states:

“All Scottish local government organisations shall use the Beacon Approach (Adjusted Vacant Possession) methodology to value their Council Dwellings in their 2015/16 financial statements and subsequent financial statements.”

4. RICS Scotland have previously discussed with LASAAC the implementation of a common and consistent approach to the BA-AVP valuation of council dwellings in Scotland (March 2015; November 2015). 

5. The approach to be implemented is based on market yields, adjusted as necessary, for transactions of social housing portfolios (i.e. blocks of social housing, rather than individual houses).These yields or multipliers will be applied to the gross rental income from the HRA Stock to arrive at EUV-SH. 




Implementation: RICS and ACES Progress

6. RICS and ACES propose implementing for valuations from 1 April 2017. On this basis there should be no impact on 2016/17 accounts.

7. RICS and ACES have been refining implementation plans with key elements being:

· Mentoring support for authority valuers. The initially planned ‘road shows’ are unlikely to proceed.

· Sourcing of yield evidence:

· A central source of ‘yield evidence’ seems unlikely to be commissioned or funded by a central authority (eg ACES, Scottish Government).

· Each council would therefore need to fund their own yield evidence report. Costs may vary, possibly about £1,000 - £2,000 (being incurred every 5 years).

· ACES are seeking to prioritise support to those authorities planning a formal revaluation as at 1 April 2017. LASAAC is requested to help identify these authorities to assist in transition.


Implementation in the Annual Accounts 2017/18

8. When implemented there is a potential for some change in the level of valuation to occur. This may vary for each authority, and may require some explanation in the annual accounts and/or to councillors.

9. Implementation is not considered to require any restatement of the previous financial year since there is no change in accounting policy nor, unless otherwise identified, a suggestion that previous years were in error. 

10. A comparison may be made to the position where an appointed external valuer changes but the basis and methodology used do not. 

11. Neither the valuation basis (EUV-SH) nor the methodology (BA-AVP) will depart from the spirit of the DCLG Guidance which applies in England. The current guidance provides for the valuer to apply professional judgement as to how the discount from vacant possession value is calculated to arrive at EUV-SH, so long as it can be justified by transactional evidence.  

12. Authority auditors may seek more information on the new approach.


Recommendations 

13. It is recommended that LASAAC:

· Identifies those authorities which plan formal revaluations of their council dwellings as at 1 April 2017
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· Note the contents of this report



Committee Action 

14. The Committee is requested to approve the recommendations in paragraph 13
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