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	(Redacted)
Partner

Cushman and Wakefield
1 Marsden Street
Manchester

M2 1HW



	Date    10 November 2016


Suzanne Keenan

Suzanne.keenan@hca.gsi.gov.uk
01925 644610
Dear  FILLIN  Dear \o  \* MERGEFORMAT (Redacted)

Public Sector Land Programme - Valuations (HCAP15104)

Introduction
Ministers announced as part of Spending Review 2013 an overhaul of land sales, by centralising disposals in the Homes and Communities Agency (HCA) to ensure developable land is released efficiently to support housing and economic growth.

Surplus central government land and buildings which are deemed to be developable (and not restricted to residential) and viable in England and outside London will be subject to a statutory transfer to the HCA.
As part of this process the property at Manchester Redbank Arches and Manchester Collyhurst is to be transferred from Network Rail to the HCA.
Objectives and Scope
As a result of the HCA becoming the Government’s land disposal agency, work to begin the transfer of the agreed sites that have a positive value and are developable (for any use) held by Network Rail to the HCA will begin.  Although sites will transfer to the HCA via a Statutory Transfer route, they will need to be appropriately valued to ensure that Network Rail are reimbursed appropriately.  In order to carry out this programme, consultancy support is required, as follows:

For sites below £1m:

1. Valuers are required to undertake a full Red Book Market Valuation, according to the current ‘RICS Valuation: Professional Standards’ (“Red Book”) 2014 (and any subsequent Red Book revisions applicable as at the date of valuation); and  
2. Legal due diligence will be carried out to ensure all relevant legal issues are incorporated into the Valuation
For sites above £1m:
3. As above, but Technical Consultants will be required to consider all relevant issues and to identify appropriate costs for the Valuer to consider in their Red Book Market Valuation, as well as identifying and resolving constraints to the site, future investigations and works required to unlock the site.

In exceptional circumstances on sites below £1m by agreement and where explicitly instructed, Technical Consultants may be required to consider all relevant issues and to identify appropriate costs for the Valuer to consider in their Red Book Market Valuation, as well as identifying and resolving constraints to the site, future investigations and works required to unlock the site.  However, it is considered that the vast majority of sites will not have this service carried out.
Duty of Care

For each and every site considered, the services will be as a joint commission by The Client, so a full Duty of Care and warranties will be required for both the HCA and Network Rail.
Timescales
Are in line with the tender exercise and summarised as follows.  
For sites with an indicative value of below £1m:  Proposed draft valuation in week 5 followed by a meeting with both clients, lawyers and the valuers in week 6 and final valuation report in week 7.  Throughout the process you will be incorporating information from the lawyers into the valuation and give consideration to information provided by Network Rail and HCA.
For sites with an indicative value of above £1m:  Proposed draft valuation in week 5 followed by a meeting with both clients, lawyers and the valuers in week 6 and final draft valuation report in week 7 with final valuation report issued in week 9 taking on board any issues raised from the draft valuation and technical due diligence. Throughout the process you will be incorporating information from the lawyers and technical consultants into the valuation and give consideration to information provided by Network Rail and HCA.

Site information 

The following information is expected to be provided for each site:

· Agreed Red Line boundary of the surplus area to be disposed.

· Technical information that is available including any material matters that are likely to impact on value or deliverability from either Network Rail or HCA.

· Legal title if available including leases, tenancies etc.

· Previous valuations (where applicable).

Key deliverables

A full Red Book Market Valuation, according to the current RICS Valuation – Professional Standards (“Red Book”) 2014 (and any subsequent Red Book revisions applicable as at the date of valuation), with compliance with the Red Book valuation standards in so far as these are compatible with HM Treasury FReM.  The valuations will be required in line with the timescales in tables 1A or 1B above.

The underlying basis of the valuation is Market Value; however, from 1 April 2015 any value difference between Market Value and IFRS 13 ‘Fair Value’ should be clearly recorded within the valuation report

The assessment of Market Value will need to reflect:

· The anticipated costs of any infrastructure implicit in the anticipated disposal (or addressing any known site abnormals and environmental considerations including flooding).

· Any uncertainty attaching to the gaining of planning permission.

· The costs of meeting any anticipated planning obligations.

· Any implications arising from the Legal title report.

The valuation is to assume vacant possession from the landowner but should reflect the costs of obtaining vacant possession from other tenants and the impact of any other rights of way, wayleaves, easements or covenants etc.

All values are to be expressed exclusive of VAT (with any tax-exemption explicitly stated).

Marketing and disposal costs will not be included in cost assumptions and as such will not be deducted from market value.

The Client will engage in a formal due diligence process on all sites above £1m with services performed by a jointly commissioned Technical Consultant (see below) and the Valuer should take account of the findings.  In addition, the Valuer will be required to agree with The Client any other matters relevant to the valuation.  On sites with an indicative value of below £1m no technical due diligence will be carried out by external consultants, except where agreed by the parties, however the Valuer may be asked to consider relevant information, reports etc provided by Network Rail and/or HCA.
Market report:  To support the valuations, consultants will be required to prepare a market report collating key market comparables, preparing brief market commentaries and setting out formal opinions of indicative land values, etc applicable to the location.

Holding costs are normally factored in to the market valuation however for the statutory transfer special assumption will be made to exclude holding costs.  Holding costs will be separately agreed between Network Rail and DCLG.
If a development appraisal has been used as part of the valuation this should be provided as part of the valuation report.

Discussion and explanations of the valuation to The Client will be required.

The HCA and Network Rail have agreed to be bound by the valuation so no formal negotiation will be required from the appointed Valuer.
Inspection

Valuations will be based on inspections in accordance with the Red Book.
The Valuation Reports
The valuation is to a full Red Book Market Valuation, according to the current ‘RICS Valuation: Professional Standards’ (“Red Book”) 2014 (and any subsequent red Book revisions) and in particular the report content shown in 7 IVS 103 Reporting
The valuation is to assume vacant possession from the OGD land owner but should reflect the costs of obtaining vacant possession from other tenants and any other rights of way, wayleaves or easements etc. and be gross of marketing and disposal costs.

All values are to be expressed exclusive of VAT (with any tax-exemption explicitly stated). The HCA will opt to tax on all sites.

Special Assumptions

The valuation must clearly outline the assumptions made; any supporting information relied upon, and clearly show how the valuation has been arrived at. 

Information will be provided by the HCA and the OGD on each of the sites, any gaps in this information will require the valuer to make their own reasonable assumptions.
Date of valuation
1 March 2017
Reporting

A ‘Draft’ Valuation Report is required for comment prior to final publication. Two hard copies and an electronic copy of the Final Valuation Report will then be required.

Regards
Yours sincerely
(Redacted)
(Redacted)

Senior Specialist
Acquisitions
Homes and Communities Agency
Arpley House, 110 Birchwood Boulevard, Birchwood, Warrington,

Cheshire, WA3 7QH

0300 1234 500

homesandcommunities.co.uk
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