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VALUATION REPORT

The Valuation Report in relation to the Charged Properties is set out below.

The Valuation Report was prepared at the request of the Issuer and is included in this Prospectus, in the form 

and context in which it is included, with the consent of the Valuer and the Valuer has authorised the contents 

of this section.

The information in the Valuation Report has been accurately reproduced and, as far as the Issuer is aware 

and is able to ascertain from information published by the Valuer, no facts have been omitted which would 

render the reproduced information inaccurate or misleading.

Summary of valuations

A summary of the values of the properties set out in the Valuation Report is set out below:

EUV-SH / MV-STT as appropriate Total

Valuer Units No. Valued on EUV-SH 

basis

£

Units No. Valued on MV-STT 

basis

£

Savills 2,189 £120,165,000 1,103 £177,997,000 £298,162,000



 
 
 
 

Circle Anglia Social Housing Plc 

Valuation of Circle Housing Group Stock 

March 2012 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Savills (L&P) Ltd 
37 – 39 Perrymount Road 
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Dear Sirs 
 
REPORTING COMPANY: SAVILLS ADVISORY SERVICES LIMITED 
 
VALUATION OF HOUSING STOCK RELATING TO THE ISSUE OF £250,000,000 5.2 PER CENT. FIXED 
RATE SECURED NOTES DUE 2044 (THE “NOTES”) BY CIRCLE ANGLIA SOCIAL HOUSING PLC  
  
3,461 UNITS OF CIRCLE HOUSING GROUP (“CIRCLE HG”) HOUSING STOCK 
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PRIVATE AND CONFIDENTIAL 
 
To: Prudential Trustee Company Limited 

in its capacity as Security Trustee acting as agent and trustee 
for and on behalf of itself and the Security Beneficiaries and 
each of their respective successors, assignees and transferees 
from time to time under (and as each such term is defined in) 
the security trust deed dated 24 May 2007 and made, inter 
alios, between Prudential Trustee Company Limited as security 
trustee and Circle Anglia Treasury Limited as group borrower 
(as the same may be amended, novated, supplemented, 
varied or restated from time to time the “Security Trust Deed”) 
(“the Security Trustee”) 
 

and Prudential Trustee Company Limited 
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(the “Note Trustee”) 
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 Ciudad Grupo Santander 
 Avda de Cantabria s/n 
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 Madrid 
 (“Santander”) 

 
and Deutsche Bank AG, London Branch 

Winchester House 
1 Great Winchester Street 
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(together with Santander, the “Dealers”) 

 
and Circle Anglia Social Housing Plc 
 Circle House 
 1 – 3 Highbury Station Road 
 Islington 
 London N1 1SE 
 (the “Issuer”) 
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1.0 INTRODUCTION 
 
1.1 This Valuation is required in connection with the proposed issue by the Issuer of the Notes.  

1.2 Further to instructions received from Circle HG in January 2012 to value the portfolio in order to 
assess its level of security, we now have pleasure in reporting to the above addressees.  

1.3 In completing this exercise, we have: a) agreed a full set of property schedule data with Circle HG; b) 
discussed details as to our approach and methodology; and c) completed our own inspections, 
research and analysis.  

1.4 The above has enabled us to arrive at the valuation assumptions which have enabled us to carry out 
our valuations and final reported figures herein. 

1.5 For the avoidance of doubt, we confirm that it would not be appropriate or practical to compare this 
valuation with any values appearing in any accounts of the Circle Housing Group.  We understand 
that valuations for the purpose of the accounts of the Circle Housing Group are provided on a historic 
costs basis, which is entirely different from the valuation bases which are used for loan security 
purposes. 

1.6 Basis of Valuation 

 
We have been instructed to provide the following valuations:  
 
The Existing Use Value – Social Housing (EUV-SH) of the freehold or long leasehold interest in 
the properties for loan security purposes.   
 
The Market Value subject to tenancies (MV-STT) of the freehold or long-leasehold interest in the 
properties for loan security purposes where appropriate in respect of the properties.  
 
We will also provide the Market Value Assuming Vacant Possession of the properties for information 
purposes only.  This is not a suitable valuation on which to base lending. 

 
Existing Use Value - Social Housing is defined by the Royal Institution of Chartered Surveyors 
(“RICS”) as:- 

 
 “The estimated amount for which a property should exchange, on the date of valuation, between a 
willing buyer and a willing seller, in an arm's-length transaction, after proper marketing wherein the 
parties had each acted knowledgeably, prudently and without compulsion, subject to the following 
further Assumptions that: 

 
i) the property will continue to be let by a body pursuant to delivery of a service for the existing 

use; 
 
ii) at the valuation date, any regulatory body, in applying its criteria for approval, would not 

unreasonably fetter the vendor's ability to dispose of the property to organisations intending to 
manage their housing stock in accordance with that regulatory body's requirements; 

 
iii)  properties temporarily vacant pending re-letting should be valued, if there is a letting demand, 

on the basis that the prospective purchaser intends to re-let them, rather than with vacant 
possession; and 

 
iv) any subsequent sale would be subject to all of the above Assumptions.” 
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Market Value is defined by the Royal Institution of Chartered Surveyors as:- 
 

“The estimated amount for which a property should exchange on the date of valuation between a 
willing buyer and a willing seller in an arm’s-length transaction after proper marketing wherein the 
parties had each acted knowledgeably, prudently and without compulsion”. 
 
We confirm that there will be no material difference in the MV-STT and EUV-SH cash flow valuations 
between freehold and long leasehold interests and therefore we do not feel that separate summaries 
are required.  This is not in breach of the RICS Valuation Standards. 

 
1.7 General Assumptions and Conditions 
 

All our valuations have been carried out on the basis of Savills’ General Assumptions set out in 
Appendix 3 of this report. 

 
1.8 Date of Valuation 
 

Our opinions of value are as at the date of this report, using property schedule data supplied to us.  
The importance of the date of valuation must be stressed as property values can change over a 
relatively short period of time. 

 
1.9 Purpose of Valuation 
 

This Valuation is required for loan security purposes in connection with the proposed issue by the 
Issuer of the Notes. 

 
This report is issued for the benefit of the addressees and for inclusion in the Drawdown Prospectus 
for the Notes to be issued by Circle Anglia Social Housing Plc and may only be used in connection 
with the transaction referred to in this report and for the purposes of the Drawdown Prospectus. 
 
We hereby give consent to the publication of this report within the Drawdown Prospectus and accept 
responsibility for the information contained in this report.  To the best of our knowledge and belief 
(having taken all reasonable care to ensure that such is the case) the information given in this report 
is in accordance with the facts and does not omit anything likely to affect the import of such 
information. 
 

1.10 Conflicts of Interest 
 

We are external valuers and not aware of any conflict of interest in respect of the properties which 
are the subject of this report (the “Properties”) or the Issuer preventing us from providing you with an 
independent valuation of the Properties in accordance with the RICS Red Book.   

 
1.11 Valuer Details and Inspection 
 

In accordance with the RICS Red Book, we confirm that this report has been prepared by M Sale 
BSc (Hons) MRICS who has relevant experience to report on this property type.  Savills carried out 
external and sample internal inspection of the stock between 15

TH
 September and 8

TH
 October 2010 

and 28
TH

 November 2011 and 8
TH

 February 2012.  Following inspection, market research and 
comparable sales and lettings evidence was compiled enabling us to build up a detailed knowledge 
of the location concerned, the situation of the housing stock and marketability.  We have considered 
the general condition of the stock, the level of fixtures and fittings and have derived our assumptions 
accordingly.   
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1.12 Enquiries and Information Sources 
 

We have been provided by Circle HG with a schedule of the properties detailing the addresses and 
rents/target rents as set out in the property schedules incorporated in Appendix 1.  The extent of the 
enquiries we have undertaken and the sources of the information we have relied upon for purposes 
of our valuation are stated in the relevant sections of our report below. 
 
We have also reviewed the final form certificate of title (the “Certificate of Title”) for the portfolio 
issued by Devonshires Solicitors dated on or about the date of this valuation report and can confirm 
that our valuations fully reflect the disclosures contained therein. 

 
1.13 RICS Compliance 
 

This report has been prepared in accordance with RICS Valuation Standards, 7th edition (the “RICS 
Red Book”) effective from 2 May 2011, in particular where relevant in accordance with the 
requirements of Valuations Standards VS6: Valuation Reports, UKVS1: Valuations for financial 
statements, UKVS1.13: Valuations for Registered Social Landlords, UKVS3: Valuations for 
Residential Property, UK Appendix 1: Accounting concepts and terms used in FRS 15 and SSAP19 
and UK Appendix 13: Valuation of Registered Social Landlords’ housing stock for secured lending 
purposes.  
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2.0 EXECUTIVE SUMMARY 
 
 

Based on the schedule of properties provided by Circle HG and upon assumptions detailed in this 
report, we set out below our opinions of value as at the date of this report.   

 

Property Type No. of 

Units

EUV-SH MV-STT (if 

appropriate)

EUV-SH/MVSTT 

For Loan 

Security 

Loan 

Security 

Basis

Loan 

Security % 

VP

UNITS VALUED ON MV-STT

General Needs Rented Units

London Units         769 £61,402,000 £139,476,000 £139,476,000 MV-T 61%

Outer London Units           53 £2,972,000 £5,344,000 £5,344,000 MV-T 64%

        822 £64,374,000 £144,820,000 £144,820,000

Sheltered/Supported Units

Self Contained Units         171 £10,132,000 £18,279,000 £18,279,000 MV-T 61%

Market Rented Units

London Units           37 £7,794,000 £7,794,000 MV-T 77%

Outer London Units           35 £4,009,000 £4,009,000 MV-T 78%

          72 £11,803,000 £11,803,000

Shared Ownership Units

London Units           28 £2,486,000 £2,486,000 MV-T 54%

Outer London Units           10 £609,000 £609,000 MV-T 61%

          38 £3,095,000 £3,095,000

Sub Total      1,103 £74,506,000 £177,997,000 £177,997,000

UNITS VALUED ON EUV-SH ONLY

Russet Homes Units      2,024 £113,644,000 N/A £113,644,000 EUV-SH 38%

General Needs Units Restricted           34 £2,987,000 N/A £2,987,000 EUV-SH 25%

Sheltered/Supported Units Restricted           45 £1,651,000 N/A £1,651,000 EUV-SH 30%

Rooms           86 £1,883,000 N/A £1,883,000 44%

Sub Total      2,189 £120,165,000 N/A £120,165,000

NIL VALUE UNITS         169 £0 £0 £0

Grand Total      3,461 £194,671,000 £177,997,000 £298,162,000

 
The aggregate EUV-SH of the freehold or long leasehold interest in the 2,189 units restricted to this basis of 
valuation is – £120,165,000 (One hundred and twenty million, one hundred and sixty five thousand 
pounds). 

 
The aggregate MV-STT of the freehold or long leasehold interest in the 1,103 units valued on this basis of 
valuation is - £177,997,000 (One hundred and seventy seven million, nine hundred and ninety seven 
thousand pounds). 
 
There are 169 units which have been prescribed a nil value. 
 
A full stock schedule with apportioned values is included at Appendix 1. 
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3.0 THE PROPERTIES 
 
3.1 Tenancy Types 
  

The portfolio comprises a total of 1,392 units owned by Circle Thirty Three Housing Trust Limited 
and 2,069 units owned by Russet Homes Limited who are both part of the Circle Housing Group.  
The Properties comprise a range of letting types as set out below: 
 
Circle Thirty Three Housing Trust Limited Units 
 

Use Total

General Needs Units 856

Sheltered/Supported 302

Market Rented 72

Shared Ownership 38

Nil Value 124

Total 1,392
 

Source: Circle HG 
 
 Russet Homes Limited Units 
  

 

Use Total

General Needs Units 1917

Sheltered/Supported 106

Market Rented 1

Nil Value 45

Total 2,069
 

 Source: Circle HG 
 
3.2 Location 

 
The Properties are situated in the following council areas: 
 

Borough Council Total

BARNET 5                 

BEDFORD 2                 

CAMDEN 182             

EAST HERTFORDSHIRE 1                 

ENFIELD 45               

HACKNEY 157             

HARINGEY 141             

ISLINGTON 449             

LUTON 15               

NEWHAM 1                 

REDBRIDGE 8                 

SOUTH CAMBRIDGESHIRE 6                 

STEVENAGE 6                 

TONBRIDGE & MALLING 2,069          

TOWER HAMLETS 94               

WALTHAM FOREST 88               

WELWYN HATFIELD 21               

WEST OXFORDSHIRE 3                 

WYCOMBE 44               

Nil Value 124             

Grand Total 3,461          
 

Source: Circle HG 
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Over 65% of the properties are situated in the Tonbridge and Malling area and are owned by Russet 
Homes.  These properties are predominately council built dwellings and formed part of a stock 
transfer from the local council to Russet Homes in 1991.  
 
The Properties are all situated in reasonable residential areas and are within easy reach of facilities 
and amenities.  Full postal addresses are listed in the Appendix 1. 
 

3.3 Age 
 

The portfolio comprises houses and flats built between 1850-2009.  We have been provided with the 
following build dates from Circle HG: 
 
Circle Thirty Three Housing Trust Limited Units 
 

Age Total

Pre 1900 2               

1900-1920 8               

1921-1940 6               

1941-1960 3               

1961-1980 70             

1981-2000 899           

2001-2009 280           

Nil Value 124           

Grand Total 1,392        
 

 Source: Circle HG 
 
 Russet Homes Limited Units 

 

Age Total

1921-1940 193           

1941-1960 758           

1961-1980 914           

1981-2000 148           

2001-2009 11             

Nil Value 45             

Grand Total 2,069        
 

Source: Circle HG 
 
3.4 Property Types 
 

The Properties comprise houses and flats and in the main are low rise, predominately 1-3 storeys.   
 
The portfolio comprises mainly self contained units however there are a number of schemes which 
contain rooms with shared facilities.  The units comprise a range of property types as set out below: 
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Circle Thirty Three Housing Trust Limited Units 
 

Type (H / F) Beds (0=Room) Total

Flat Rooms 68

1 568

2 285

3 90

4 5

5 1

Flat Total 1,017

House 1 14

2 79

3 103

4 45

5 10

House Total 251

Nil Value 124

Grand Total 1,392
 

Source: Circle HG 
 
 Russet Homes Limited Units 
 

 

Type (H / F) Beds (0=Room) Total

Flat 0 1

1 420

2 130

3 2

Flat Total 553

House 1 224

2 364

3 856

4 27

House Total 1,471

Nil Value 45

Grand Total 2,069
 

Source: Circle HG 
 
3.5 Construction and Condition 
 

The Properties are all considered to be of conventional construction for their age and type.  Houses 
are mainly of solid brick, cavity brick or timber frame construction with roofs being mainly pitched and 
covered in slate or tile.  Flats are mainly of cavity brick, metal or timber frame construction with roofs 
being pitched and covered in tile or flat and believed to have an asphalt or metal type covering.  The 
majority of the Properties have modern plastic gutters and downpipes. 
 
A high proportion of the Properties have double glazed windows of timber, metal or UPVC casement 
type.  The majority of the Properties benefit from all mains services and gas fired central heating 
systems supplying radiators.   
 
We have built up an impression of the condition of the Properties.  On the basis of external and 
sample internal inspections, maintenance of the Properties appeared generally to be of a satisfactory 
standard. 
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It is understood from Circle HG that this entire portfolio currently meets the Decent Homes standard 
as set out by the Communities and Local Government (“CLG”).  Properties conform to Decent 
Homes standard if they are warm and weatherproof and have reasonably modern facilities. 
 
Sample photographs can be found at Appendix 2. 
 

3.6 Grounds and Parking 
 

The majority of the houses have enclosed rear gardens.  A small number of the Properties benefit 
from garages and some have allocated off road parking. 
 
 

4.0 ENVIRONMENTAL CONSIDERATIONS 
 

We have valued the stock on the assumption that the Properties have not suffered any land 
contamination in the past, nor are they likely to become so contaminated in the foreseeable future. 
However, should it subsequently be established that contamination exists at the property, or on any 
neighbouring land, then we may wish to review our valuation advice.  

 
We have assumed there to be no adverse ground or soil conditions and that the load bearing 
qualities of the site are sufficient to support the building constructed thereon. 
 

 
5.0 TOWN PLANNING 
 

In general we have assumed that there are no pending planning applications or other planning 
issues likely to adversely affect the subject Properties. 

 
We have not made specific planning enquiries for each site. 
 
We have assumed for the purposes of this report that there are no planning conditions that would 
adversely affect the valuation. 
 
The existence of all necessary Town Planning and Building Regulation approvals should be 
confirmed in respect of these Properties. 
 
The existence of any remaining NHBC cover or similar building warranty where appropriate, should 
also be confirmed. 
 
 

6.0 TENURE 
 
6.1 Title 
 

We have reviewed the Certificate of Title for the portfolio issued by Devonshires Solicitors to be 
dated on or about the date of this valuation report and can confirm that our valuations fully reflect the 
disclosures contained therein.  In particular, in respect of each unit which we have valued on the 
basis on MV-STT, we confirm that (based on our review of the Certificate of Title) such units may be 
disposed of by a mortgagee in possession on an unfettered basis (meaning subject to existing 
tenancies but otherwise with vacant possession and not subject to any security interest, option or 
other encumbrance or to any restriction preventing its sale to, or use by, any person for residential 
use). 

We have assumed that where a certificate of title for the relevant property was unavailable that each 
property has good and marketable freehold or long leasehold title. 
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6.2 Tenancies 
 

The Properties are understood from Circle HG to be subject to Assured, Fair Rent or Assured 
Shorthold tenancies.  The Circle HG standard tenancy agreements are assumed to be in a typical 
format however they have not been seen.   
 
It is assumed that under the Assured and Assured Shorthold tenancy agreements, rents can be 
reviewed once a year to a market level.  The tenant is also assumed to have the usual rights of 
appeal to the local Rent Assessment Committee. 
 
Under typical Fair Rent tenancies the rent is reviewed every 2 years with reference to the local rent 
Officer. 
 
There are a number of the Properties which are subject to management agreements with other 
registered providers of social housing (“RP”).  We understand that in these instances the other RP 
manages the properties and pays Circle HG the rent due less the agreed agent fee and a void 
allowance.  The management agreement can be terminated on either party by giving one year’s 
written notice.   

 
6.3 Shared Ownership Leases 
 

We have not seen Circle HG’s standard shared ownership lease.  We have assumed that the shared 
ownership leases follow a typical format of 99 or 125 years and are essentially a FRI lease making 
the tenant responsible for all repairs.  In addition the lease will allow stair-casing by the leaseholder 
to buy additional blocks of equity. 

 
The lease will detail the level of specified rent, set at the leases inception and the rent review 
provisions of the lease.  Shared ownership leases usually have a variety of rent review provisions, 
generally following accepted norms; older leases have an RPI plus 2%, RPI plus 1% and more 
modern leases will specify RPI or RPI plus 0.5%.  

 
 
7.0 THE PROPERTY MARKET OVERVIEW 
 
7.1 National Overview 
 

Savills Residential Property Focus Bulletin Quarter 4 2011 reported the following; 
 

§ Most property markets in the UK have not seen the recovery observed in the London-centric 
markets of southern England and have remained at low levels of growth and/or seen small falls 
since 2008. 

§ We expect very low growth in average nominal house prices over the next five years.  It is inflation 
that will continue to strip value from mainstream property over this time. 

§ In the absence of widespread repossessions flooding the domestic markets, we see that turnover 
will remain the main casualty of this recession, with transaction levels staying at their all-time low 
level. 

§ London and southern markets, and particularly prime markets, are different.  They have seen a V-
shaped recovery as opposed to the L-shape of other regions.  This is because they are capable of 
being driven by buyers with large amounts of equity and low reliance on borrowing.  The 
discretionary nature of these purchasers makes these markets more volatile however, and buyers 
withdraw when sentiment fails. 
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Expectations for global economic growth now incorporate a ‘second slip’ over 2012 that was not 
there this time last year.  The implications for the UK are that 2012 GDP, which was expected at 
around 2.5%, is now likely to be closer to 1%, provided Eurozone collapse and its wider economic 
implications are avoided.  The resulting levels of unemployment will suppress household income 
growth and, in turn, suppress both household consumption generally and spending on housing in 
particular.  Positively for the housing market, poor economic growth prospects serve to depress base 
rates and help prevent mass repossessions flooding the market. 
 

7.2 Local Market 
 

The residential property market in the south east has improved in the last six months with more 
transactions being completed.  This has led to stabilisation of property values and in some instances 
small increases and if the greater activity continues higher prices could be expected in the medium 
term.  There has been an increase in the number of first time buyers and owner-occupiers with 
mortgages more readily available.  Property investors and landlords purchasing properties for the 
letting market are still present but less evident with the hardening of residential values. 

 
The rental market is presently under going a busy period with letting agents reporting a marked 
increase in achievable rents in the last six months mainly due to the lack of available properties.  

 
In conclusion the property market has been busier in the last few months than before with the estate 
agents still cautious but more optimistic about levels of business in the medium term.  The rental 
market is buoyant with further properties needed to satisfy demand. 
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8.0 EXISITNG USE VALUE – SOCIAL HOUSING – VALUATION APPROACH 
 

8.1 Valuation Methodology EUV-SH 
 

EUV-SH assumes the property will be disposed of to another RP.  These organisations will calculate 
their bid according to their projected income and outgoings profile which they would estimate the 
properties would produce under their management. This basis assumes affordable rents will be 
charged in perpetuity and all vacant units will be relet. 
 
Owing to the complex income and expenditure profile particular to RPs we consider that the 
appropriate method of valuation is to use a discounted cash flow (“DCF”).  The DCF allows us to 
project rental income and expenditure over the term of the cash flow to arrive at an annual surplus or 
deficit, which is then discounted to a net present value. 

 
8.2 DCF Assumptions 
 

DCF assumptions are derived from economic data or information received from Circle HG and have 
been adopted in our cash-flow valuations as set out below:  
 
Circle Thirty Three Housing Trust Limited Units 
 

DCF Assumption Unit of Cost DCF Input

Rental increases (following convergence) % per annum real 0.50%

Voids and bad debts % of rent 2.5%-5%

Relet Rate % of stock per annum 2.50%

Management costs Per unit pa £600

Cyclical Maintenance costs Per unit pa £300

Responsive Maintenance costs Per unit pa £400

Programmed Maintenance costs Per unit pa £500-£600

Management cost inflation %  per annum real 0.50%

Maintenance cost inflation % per annum real 0.25% long term

Discount rate % real 5.25%-6.25%
 

Source: Circle HG / Savills 

 
Russet Homes Limited Units 
 

DCF Assumption Unit of Cost DCF Input

Rental increases (following convergence) % per annum real 0.50%

Voids and bad debts % of rent 2.00%

Relet Rate % of stock per annum 3%-9%

Management costs Per unit pa £650

Average Programmed Maintenance costs Per unit pa £899

Management cost inflation %  per annum real 0.50%

Maintenance cost inflation % per annum real 0.25% long term

Discount rate % real 5.25%

Average Responsive, Cyclical Maintenance 

costs
Per unit pa £694

 
Source: Circle HG / Savills 

 
DCF assumptions including adopted maintenance costs vary for the managed schemes and the 
supported schemes, particularly where let as rooms. 
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Where supported/sheltered schemes are subject to management agreements we have assumed that 
a mortgagee in possession situation, possession of such schemes could be obtained within one year.  
For the purposes of our cashflow we have adopted target rents of similar units.   
 

8.3 Discount Rate 
 

There is no hard and fast rule for determining the most appropriate rate to be adopted in a 
discounted cashflow.  The discount rate is probably the most important variable in the model since it 
determines the net present value of future predicted income and expenditure flows for the property in 
question.  Our role as valuers is to interpret the way in which potential purchasers of the stock would 
assess their bids.  The market for this stock will be within the RP sector.  
 
 Effectively, the discount rate is representative of both the long term cost of borrowing for an acquiring 
organisation and the risks implicit in the property portfolio concerned.  The current level of long term 
interest rates, and the overall cost of funds, must be reflected in our valuation.  In addition to 
considering the cost of funds, we also need to make an allowance for the risk which attaches to our 
cashflow assumptions – some of which may be subject to a higher degree of risk than those 
generally made in the business plans.  The margin for risk needs to be considered on a case-by-
case basis, having regard to the nature of the stock.   
 
 Currently the yield on 30 year Gilts is around 3.1%.  This is in effect the risk free discount rate.  
Yields on Housing Association long dated, rated and unrated bonds are typically around 4.5% 
(Source: Social Housing, September 2011).  The latest public rated issue from the Moat Group 
(September 2011) achieved a 1.47% “spread” above the gilt (cost of funds: 5.1%) with Notting Hill 
HG achieving 1.2% in August 2011. 
 
 New business plans are being run at nominal interest rates of around 6.5% to 8.5% including margin 
and fees.  The level of margin and fees allowed for is around 1.5%-2.5% on top of an assumed 
nominal interest rate of around 5%-6%.  The supply or long term (25 or 30 year) funding had 
diminished and is only available from a handful of lenders. Shorter term funding (5–7 years), and 
funding with in-built options to re-price margins at a future date, are becoming more commonplace 
introducing a new level of re-financing risk to business plans. 
 
 Although interest rates generally, and short term rates in particular, are lower than we have seen for 
some time, the increase in lenders margins and other charges has resulted in overall long term 
funding costs being similar to those which have pertained over the past few years.  At the current 
time we do not propose to alter the general range of the discount rates we are adopting.  However 
they will be kept under close review. 
 
 Over the past three years our view has been that for good quality, generally non-problematical stock, 
a discount rate of 5% to 5.5% real is appropriate (over a long term inflation rate of 2.5%).  The 
margin for risk implicit in this, over and above the cost of funds, is about 1% to 2%.   
 
We have adopted discount rates of 5.25% to 5.5% real for the general needs stock and 6.25% to 
6.5% real for the supported/sheltered schemes.   

 
8.4 Comparison of Rents 
  
 We have relied on details of current and target rents as advised by Circle HG in carrying out this 

valuation.  Such rents are understood to be on a 52 week year basis and net of any service charge. 
We have not carried out any validation or research into the target rents supplied. 

 
For the supported/sheltered schemes subject to management agreements we have assumed current 
rents equating to the current adopted target rent and this is reflected in the average 
supported/sheltered current/target rents set out below. 
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 On this basis, the average current rent across the stock to be charged is as set out below, together 
with the average (2011/12) target rent and Savills’ estimated average market rent. 

 
 Circle Thirty Three Housing Trust Limited Units 
 

 

Property Type Beds

Current 

Rent 

Target 

Rent

Est. Market 

Rent

General Needs Flats 1 £94.39 £102.29 £215

2 £108.29 £117.51 £290

3 £113.70 £128.49 £366

4 £122.49 £127.36 £427

5 £147.81 £147.81 £519

Average £101.97 £111.16 £262

General Needs Houses 1 £101.43 £117.17 £295

2 £107.33 £112.72 £293

3 £114.89 £119.55 £347

4 £126.90 £134.42 £422

5 £142.29 £146.69 £496

Average £115.17 £121.24 £348

Grand Total £105.63 £113.95 £286
 

  Source: Circle HG / Savills 

 

 

Property Type Beds

Current 

Rent 

Target 

Rent

Est. Market 

Rent

Sheltered/Supported Flats 0 £70.01 £72.20 £100

1 £93.55 £98.94 £218

2 £98.76 £99.93 £281

Average £88.63 £92.98 £181

Sheltered/Supported Houses 3 £127.74 £133.74 £576

Grand Total £88.35 £93.11 £190
 

 Source: Circle HG / Savills 
 

 Russet Homes Limited Units 
 

 

Property Type Beds

Current 

Rent 

Target 

Rent

Est. Market 

Rent

General Needs Flats 1 £81.08 £79.47 £128

2 £89.54 £89.68 £154

3 £100.54 £105.91 £185

Average £83.61 £82.54 £136

General Needs Houses 1 £88.08 £86.73 £141

2 £101.51 £100.51 £167

3 £110.77 £112.81 £181

4 £123.29 £124.75 £210

Average £105.24 £106.00 £172

Grand Total £100.19 £100.52 £164
 

 Source: Circle HG / Savills 
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Property Type Beds

Current 

Rent 

Target 

Rent

Est. Market 

Rent

Sheltered/Supported Flats 0 £77.01 £76.65 £120

1 £70.04 £86.20 £144

2 £107.99 £105.91 £162

Grand Total £77.24 £77.02 £121
 

 Source: Circle HG / Savills 

 
8.5 “Affordable” Rents & Local Housing Allowance 
 

In November 2010 the Government issued a Consultation Paper - “Local Decisions: a fairer future for 
social housing”.  This was followed in March 2011 by the “2011–2015 Affordable Homes Programme 
– Framework”.  The documents propose, inter alia, the introduction of a new more flexible Affordable 
Rent tenancy.  Tenancy terms for existing social tenants will remain unchanged, but a “proportion” of 
new tenants could be offered rents at up to 80% of the market rent.   
 
The ability to charge the higher rents is linked to participation in new development and reaching a 
Framework contract with the Homes and Communities Agency. 
 
Details of the successful bids are beginning to be known but until the new tenure becomes 
established it is difficult to reflect the effect the proposals might have, if any, on valuations of existing 
social rented housing stock.  Our valuations do not reflect the proposals. 
 
EUV-SH valuations may be affected in future.  It should be noted that the MV-STT valuation 
assumes an immediate increase to a market level and so would be unaffected. 

 
 
9.0 MARKET VALUE SUBJECT TO TENANCIES – VALUATION APPROACH 
 
9.1 Valuation Methodology MV-STT    
  

We assess the MV-STT by consideration of a discount to market value with vacant possession and 
secondly by considering a yield to rental income. 
 
The valuation of properties and portfolios subject to assured and secure tenancies is carried out with 
direct reference to comparable evidence, gleaned from the sales of similar tenanted portfolios and 
individual units, sold subject to Protected Tenancies and on Assured Shorthold Tenancies.  There is 
an established body of evidence from portfolios traded on the open market to which we can refer. 
 
The purchasers of residential investments are usually private investors or firms who acquire vacant 
units and let on Assured Shorthold tenancies.   
 
Investors tend to base their bid on their ability to “trade out” individual units at market value assuming 
vacant possession over time.  In locations where there is a limited market or where a property is 
difficult to trade, owing to style or market conditions, investors will base their bid on rental return 
compared to capital cost. 
 
The discount to MV-VP ranges from 10% for prime property to 50% where market conditions are 
difficult.  Typical rates are around a 20% to 30% discount to MV-VP for properties subject to AST 
tenancies. 
 
The yield applied to gross income varies from around 6% for prime property to 9% for poorer 
locations.  This equates to a yield on net income (after deductions for management, maintenance 
and voids) of around 4% to 7%.   



a 
 

  
Circle Anglia Social Housing Plc 
Valuation of Housing Stock for issue of Secured Notes 

Page 17 

 

 
The discount and yield applied to assured and secure tenancies are adjusted to reflect the additional 
security of tenure such tenants benefit from.  
 

9.2 Principal Assumptions – MV-STT 
 

In establishing the MV-STT value, we assume that rents would convert to a market rent level within a 
short space of time.  Other assumptions are set out below. 
 

Variable Assumption

Voids and Bad Debts 5%

Management Cost 8% - 10% of market rent

Maintenance & Repairs 15% of market rent

Discount Rate 7.25% - 8.25%
 

Source: Savills 

 

 Due to the nature of the units let as rooms we have valued these an EUV-SH Basis only.  In addition 
we have valued the units which are subject to management agreements on an EUV-SH Basis only. 

 
9.3 MV-STT Statement 
 

With reference to Section 5 on Tenure, it is essential that confirmation be obtained that the property 
is capable of being let at a Market Rent and disposed of free from restrictions.  If there are 
restrictions in title, planning conditions, s.106 agreements or nomination agreements which limit 
disposal to RPs and which would be binding upon a mortgagee in possession, then the correct 
valuation basis may be EUV-SH and not MV-STT. 
 
It should be noted that the MV-STT valuation may only be attainable by a Mortgagee in Possession, 
selling the properties tenanted, outside of the RP sector.  The valuation basis is dependant upon the 
subsequent purchaser being able to sell vacant units and charge a market rent to existing tenants. 
 
Current rental income (as advised by Circle HG and subject to comments above) is set out at 
Appendix 1 but we make no warranty that the current income is sufficient to support lending against 
an MV-STT basis either on individual valuation groups or against the whole portfolio.   
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10.0 SHARED OWNERSHIP – VALUATION APPROACH 

 
10.1 General 
 
 There are 38 Circle Thirty Three Housing Trust Limited shared ownership properties in the portfolio 

(the “Shared Ownership Properties”).  We understand that Circle HG retain a 62% average share.   
 
10.2 Valuation Approach 
 
 The Shared Ownership Properties are valued in isolation owing to the more complex nature of their 

cashflow. 
 
 Shared Ownership property produces a rental income dependant on the percentage owned by the 

leaseholder and the percentage retained by the RP.  This rental income is unusually low risk.  As 
shared ownership tenants have a stake in the property, arrears and default are comparatively rare 
and landlords can retrieve management costs.  Maintenance does not erode rental income as the 
tenant is responsible.  Shared ownership property produces good quality rental income on the share 
retained and unusually from the point of view of leasehold property, at the occurrence of default the 
leaseholder can look forward to a capital receipt rather than a negative effect.   

 
 Capital receipts happen on the occurrence of default or when the purchaser decides to acquire the 

remaining equity, this usually happens when they decide to sell and move on. 
 
 We use a discounted cashflow model designed for the valuation of shared ownership property which 

projects future rent and outgoings to arrive at a net present value.  We have assumed that service 
charges equal the management expenditure.  We have applied a discount rate of 4.75%-5.5% real 
reflecting the secure nature of shared ownership income and have not taken into account any 
staircasing in the valuation.   

 
10.3 Shared Ownership Valuations Principle DCF Assumptions 
 

• Discount rate for rental income 5.25% to 5.5%. 

• No staircasing assumed. 

• Average Rent £96.61 with an average retained share of 62%. 

• Rental increases RPI plus 0.5%. 
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11.0 VALUATIONS 
 

Please note that the valuations set out below must only be read in conjunction with the rest of this 
report including all Appendices. 
 
The valuations expressed below are also set out in the Executive Summary of Valuation above. 

 
11.1 Existing Use Value – Social Housing – Restricted Units 
 

The aggregate EUV-SH of the 2,189 units subject to tenancies at the rents stated assuming vacant 
units as they occur are relet is - £120,165,000 (One hundred and twenty million, one hundred 
and sixty five thousand pounds). 

 
11.2 Existing Use Value – Social Housing – Unrestricted Units 
 

The aggregate EUV-SH of the 1,103 units subject to tenancies at the rents stated assuming vacant 
units as they occur are relet is - £74,506,000 (Seventy four million, five hundred and six 
thousand pounds). 

 
11.3 Market Value Subject To Tenancies – Unrestricted Units 

 
The aggregate MV-STT of the units, including 1,103 units subject to tenancies is - £177,997,000 
(One hundred and seventy seven million, nine hundred and ninety seven thousand pounds). 

 
11.4 Market Value With Vacant Possession – Restricted and Unrestricted Units 
 

The estimated aggregate MV-VP of the 3,461 units, including 169 units given a nil value, is- 
£613,571,000 (Six hundred and thirteen million, five hundred and seventy one thousand 
pounds). 

 
11.5 Indicative Reinstatement Cost for Building Insurance Purposes 

 
Your instruction asked for an indication for insurance purpose of the reinstatement cost which is 
given solely as a guide. 
 
Savills are not qualified insurance practitioners.  If any business decision is to be made on the 
indicative figures provided below we would strongly recommend that you refer to qualified insurance 
practitioners before applying the figure. 
 
The figure has been derived from average floor areas applied to the BCIS rebuilding cost tables and 
include one year’s loss of rent. 
 
The indicative reinstatement cost for building insurance purposes of the residential units is 
£353,767,000. 

 
 
12.0 LOTTING AND VALUE DISAGGREGATION 
 

We have valued the properties in lots according to type / location.  Within Appendix 1 we include 
individual EUV-SH or MV-STT figures against each of the properties listed.  These figures are 
apportionments, directly related to the current rents passing or to the vacant possession values as 
for the individual properties.  For this reason, the apportioned figures are not valuations of the 
individual units and should not be regarded as such. 
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13.0 SUITABILITY AS LOAN SECURITY 
 

13.1  Funders’ Responsibility 

 It is usual for a valuer to be asked to express an opinion as to the suitability of a property as security 
for a loan, debenture, bond or mortgage.  However, it is a matter for a funder to assess the risks 
involved and make its own assessment in fixing the terms of the loan, such as the percentage of 
value to be advanced, the provision for repayment of the capital, and the interest rate.  

 
13.2  Property Specific Risks 

 In this report we refer to all matters that are within our knowledge and which may assist you in your 
assessment of the risk.   
 

13.3  Suitability as Security  

We are of the opinion that the Properties do form adequate security for the Notes.  We would stress 
however that it is up to the addressees to assess the level of borrowing which the Properties support 
and to assess the risk not directly associated with the property itself. 

 
We trust that this report is acceptable for your purposes.  Should you have any queries, please do not 
hesitate to contact us. 
 
 
Yours faithfully 
 

      
 
Matthew Sale BSc (Hons) MRICS               C J Carlisle FRICS 
Associate Director      Director 
RICS Registered Valuer     RICS Registered Valuer 
For and on behalf of Savills Advisory     For and on behalf of Savills Advisory 
Services Limited       Services Limited 
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Russet Homes Limited Units 
 

  

  
  

5-7 The Crescent, Borough Green 13-18 Randall Hill Road, Wrotham 

  

  

  
  

1-4 Randall Hill Road, Wrotham 64-66 West Street, Wrotham 

  

  

  
  

46 Pilgrim Way, Wrotham 31-41 Simpson Road, Ham Hill, Snodland 
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211-227 Malling Road, Snodland 6-24 Covey Hall Road, Snodland 

  

  

  
  

108-119 Saltings Road, Snodland 1-3 Golding Close, Ditton, East Malling 

  

  

  
  

4 Golding Close, Ditton, East Malling 18-28 Chapman Way, East Malling 
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32-38 Chapman Way, East Malling 26-30 Columbine Road, East Malling 

  

  

  
  

1-3 Rosemary Road, East Malling 49-57 Carnation Crescent, East Malling 

  

  

  
  

11-13 Temple Way, East Malling 4-8 Lister Close, East Malling 
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7-8 Owen Close, East Malling 77-79a Ewell Avenue, West Malling 

  

  

  
  

6-8 Lysander Road, West Malling 4 Silverhurst Road, Tonbridge 

  

  

  
  

123-129 Bishops Oak Ride, Tonbridge 13-17 Oakmead, Tonbridge 
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F 1-4 South Trench, Trench Road, Tonbridge 10 Dove Road, Tonbridge 

  

  

  
  

9-24 Hamble Road, Tonbridge 8-9 Speyside, Tonbridge 

  

  

  
  

3-7 Brungers Walk, Tonbridge 9-15 Forest Grove, Tonbridge 
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217-227 Shipbourne Road, Tonbridge 67-73 Kings Road, Tonbridge 

  

  

  
  

35 Audley Avenue, Tonbridge 2 Ives Road, Tonbridge 

  

  

  
  

F 1-14 Royal West  Kent Avenue, Tonbridge 23-27 Coventry Road, Tonbridge 
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60-70 Martin Hardie Way, Tonbridge 34-36 Hunt Road, Tonbridge 

  
 

Circle Thirty Three Housing Trust Limited Units 
 

  

  
  

1 Haywood House, Hackney 44 Tower Hill, Witney 

  

  

  
  

2 Whewell Road, Islington 5 Penstock House, Haringey 
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8 Bloomsbury House, Waltham Forest 8 Monoux Grove, Waltham Forest 

  

  

  
  

9 Mansel Grove, Waltham Forest 11 Priestleys, Luton 

  

  

  
  

12 Dericote Street, Hackney 15 Santingfield South, Luton 
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20 Webb Estate, Hackney 22 Evershot Road, Islington 

  

  

  
  

29 Bridge Court, Welwyn Garden City 29 Hawkfields, Luton 

  

  

  
  

39 Miranda Road, Islington 41 Parolles Road, Islington 
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43 Tollington Way, Islington 45 King’s Cross Road, Camden 

  

  

  
  

48 Kingsdown Road, Islington 58 Chalcot Road, Camden 

  

  

  
  

65 Genas Close, Redbridge 76 Bridge Court, Welwyn Garden City 
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97 Erskine Crescent, Haringey 99 Garner House, Wycombe 

  

  

  
  

115A High Street, South Cambridgeshire 125 Sussex Way, Islington 

  

  

  
  

131 Dawlish Road, Waltham Forest 151 The Avenue, Haringey 
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Flat 1 Barkway Court, Hackney Flat 1H Tagore House, Camden 

  

  

  
  

1 Shaftesbury Road, Islington 5 Thorpedale Road, Islington 

  

  

  
  

13 Elmar Road, Haringey 22 Shaftesbury Road, Islington 
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GENERAL ASSUMPTIONS, NOTIFICATIONS, DEFINITIONS & BASES OF VALUATION 

 
1.0 General Assumptions & Notifications 
 
1.1 Unless it is made apparent by an express statement to the contrary in the report, we have made the 

following general assumptions and we will have been under no duty to have verified these:- 
 
1.1.1 The information supplied to us and summarised in this report is substantially complete and correct. 
 
1.1.2 The property is not subject to any unusual or onerous conditions or restrictions, encumbrances or 

outgoings and that good title can be shown free of any mortgages or charges. 
 
1.1.3 The property and its value are unaffected by any matters which will be revealed by a local search 

(or their national equivalent) and replies to the usual enquiries, or by a statutory notice and that 
neither the property nor its condition, nor its use, nor its intended use, is or will be unlawful. 

 
1.1.4 Planning consent and statutory approvals for the property and for its current use, including any 

extensions or alterations, have been obtained. 
 
1.1.5 Any interpretations of the law we may have made are presumed to be correct although we would 

recommend that any such interpretations are checked by solicitors. 
 
1.1.6 We have not carried out a structural survey nor tested the services. We have therefore assumed 

that both the parts that we have inspected and those that we were unable to inspect have no 
material defects which would cause us to alter our valuation. 

 
1.1.7 In the construction or alteration of the property no use was made of any deleterious or potentially 

dangerous materials or techniques. 
 
1.1.8 The property is connected to mains services which are available on normal terms and that the 

sewers, mains services and the roads giving access to the property have been adopted. 
 
1.1.9 In the case of a new property, the construction of which has not been completed, the construction 

will be satisfactorily complete. Furthermore, for any newly constructed property, the builder is a 
registered member of the NHBC or equivalent and has registered the subject property in 
accordance with the scheme concerned. 

 
1.1.10 Unless otherwise instructed any development value has been excluded from our valuation(s). 
 
1.1.11 Our valuation does not include any value attributable to the existence of furnishings, removable 

fittings, free-standing furniture or sales incentives. 
 
1.1.12 The property is not subject to land contamination, flooding risk, unstable ground conditions or any 

other environmental risks. We have not carried out any related tests nor made any other 
investigations relating to these environmental factors and we have not assessed the likelihood of 
their potential relevance. (We recommend these risks are investigated by suitable professionals 
prior to relying upon our valuations). 

 
1.1.13 We have not made any allowance for Capital Gains Tax, VAT or other taxation liabilities that might 

arise upon a sale of the property. 
 
1.1.14 It is for the lender to assess the risk involved and to make their own assessment and fix the terms 

of the loan, such as the percentage of value to be advanced, the provision for repayment of capital 
and the interest rate. 
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1.1.15 The tenants are capable of meeting their obligations and that there are no arrears of rent or 

undisclosed breaches of covenant. 
 
1.1.16 The highest bidder would account for increasing rents (where applicable) to the maximum possible 

amount and/or maximising their investment return (in financial terms). 
 
1.1.17 In the case of a site or development property - there are no adverse site conditions, that it is not 

adversely affected by the Town and Country Planning (Assessment of Environment Effects)  
Regulations 1988, that the ground does not contain any archaeological remains, nor that there are 
any other matters that would cause us to make any allowance for exceptional delay, site or 
construction costs in our valuation. 

 
1.1.18 Where grants (from the private or public sector) have been given and/or pledged to purchase, build 

and/or refurbish the subject property, we have assumed that these grants append to title and/or 
would not have to be repaid by the purchaser. 

 
1.1.19 Unless otherwise stated, we provide our valuations exclusive of purchase costs (e.g. legals, stamp 

duty, introductory fees etc). 
 
1.1.20 Unless otherwise stated, we provide our opinions of value (for all valuation bases) on an individual 

property and/or aggregate property basis (i.e. with no discount for bulk sales). 
 
1.1.21 Our opinions of value do not take into account any potential reduction in value or restrictions on 

disposal which may result from the service of a notice under the Leasehold Reform Housing and 
Urban Development Act 1993. 

 
1.1.22 Our report is only provided for the purpose agreed with the instructing Client and will be for the sole 

use of that client. As such, it is confidential to the Client and their professional advisors. 
 
1.1.23 Should you require a formal Building Reinstatement Cost Assessment for insurance purposes, 

prepared by a member of our Building Consultancy Department, based on a detailed inspection for 
such purposes, we would be pleased to make the necessary arrangements. 

 
1.1.24 Where we have provided valuation projections, these are purely indicative as we are not able or 

permitted to state what values will be in the future. As such, these indications should not be formally 
relied upon. 

 
1.1.25 The value of a property portfolio, sold as a single portfolio, may not be the same as the aggregate 

value of constituent parts. Where we have qualified our valuation basis with the words 'as a single 
portfolio', we have provided a value reflecting a sale of the property as a single portfolio. Where we 
have qualified using the words 'aggregate', we have provided the aggregate total of the property's 
constituent units/parts. 

 
1.1.26 The value of a property subject to tenancies may not be the same as the value of a property with 

vacant possession. 
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2.0 Definitions 

 

2.1 Assumption 

 
A supposition taken to be true.  It involves facts, conditions or situations affecting the subject of, or 
approach to, a valuation that, by agreement, need not be verified by the member as part of the 
valuation process. 

 
2.2 External Valuer 
 

A valuer who, together with any associates, has no material links with the client company or the 
subject of the assignment. 

 
2.3 Independent Valuer 
 

A valuer who meets the specific requirements of independence, prescribed by law or regulation, for 
particular valuation tasks in certain States. 

 
2.4 Likely Realisation Price Subject To Marketing Constraints And Forced Sales (formerly 

Estimated Restricted Realisation Price). 
 
2.4.1 If a property cannot be freely or adequately presented to the market, the price is likely to be 

adversely affected. 
 
2.4.2 If such a constraint can be identified it is normally possible to assess its impact on value but the 

value reported would not, by definition, be Market Value (see Bases of Valuation). 
 
2.4.3 In these instances, the price will reflect the vendor’s particular circumstances and the figure 

reported will be an assessment of Worth (see below). 
 
2.4.4 Examples of Marketing Constraints would be where the property is to some extent controlled by a 

third party and that party’s co-operation in a sale can not be guaranteed or a sale which has to be 
completed without proper marketing. 

 
2.5 Restricted Information 
 
2.5.1 Where a valuer is requested to undertake a valuation on the basis of restricted information the 

nature of the restriction must be agreed, and the possible valuation implications of the restriction 
confirmed in writing to the client, before the valuation is reported. 

 
2.5.2 Examples of restricted information would include a “drive by” or “desktop” valuation. 
 
2.6 Special Assumption 
 

An assumption that either: 
 

a) Requires the valuation to be based on facts that differ materially from those that exist at the date 
of valuation; or 

 
b) Is one that a prospective purchaser (excluding a purchaser with special interest) could not 

reasonably be expected to make at the date of valuation, having regard to prevailing market 
circumstances. 
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2.7 Valuation 
 

A member’s opinion of the value of a specified interest or interests in a property, at the date of 
valuation, given in writing. 

 

2.8 Worth (Or Investment Value).   

 
The assessment of value of property to a particular investor, or class of investors, for identified 
investment objectives.  In this context an investor includes an owner-occupier.  Worth is not a Basis 
of Valuation. 

 

3.0 Bases of Valuation 
 
3.1 Our valuation is carried out in accordance with the current Royal Institution of Chartered Surveyors 

Valuation Standards (“Red Book”) with effect from 2nd May 2011 which states:- 
 

3.1.1   Existing Use Value for Social Housing (EUV -SH) means:- 
 

‘Existing Use Value for Social Housing (EUV-SH) is the estimated amount for which a property 
should exchange, on the date of valuation, between a willing buyer and a willing seller, in an arm's-
length transaction, after proper marketing wherein the parties had each acted knowledgeably, 
prudently and without compulsion, subject to the following further Assumptions that: 
 
i) the property will continue to be let by a body pursuant to delivery of a service for the existing 

use; 
 
ii) at the valuation date, any regulatory body, in applying its criteria for approval, would not 

unreasonably fetter the vendor's ability to dispose of the property to organizations intending 
to manage their housing stock in accordance with that regulatory body's requirements; 

 
iii) properties temporarily vacant pending re-letting should be valued, if there is a letting 

demand, on the basis that the prospective purchaser intends to re-let them, rather than with 
vacant possession; and 

 
iv) any subsequent sale would be subject to all of the above Assumptions.’ 

 

3.1.2 Market Value (MV) means:- 
 

‘The estimated amount for which a property should exchange on the date of valuation between a 
willing buyer and a willing seller in an arm's-length transaction after proper marketing wherein the 
parties had each acted knowledgeably, prudently and without compulsion.’ 

 
N.B. An opinion of Market Value may be required assuming vacant possession and/or subject to 
existing tenancies. Within our reports we differentiate in this regard by using the terminology - 
Market Value (vacant possession) and/or Market Value (subject to tenancies). 

  
 

3.1.3 Market Rent (MR) means:- 
 

The estimated amount for which a property, or space within a property, should lease (let) on the 
date of valuation between a willing lessor and a willing lessee on appropriate lease terms in an 
arm’s-length transaction after proper marketing wherein the parties had acted knowledgeably, 
prudently and without compulsion. 
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3.1.4 Existing Use Value (EUV) means:- 
 

The estimated amount for which a property should exchange on the date of valuation between a 
willing buyer and a willing seller in an arm’s length transaction, after proper marketing wherein the 
parties had acted knowledgably, prudently and without compulsion, assuming that the buyer is 
granted vacant possession of all parts of the property required by the business and disregarding 
potential alternative uses and any other characteristics of the property that would cause its Market 
Value to differ from that needed to replace the remaining service potential at least cost. 

 

3.2 Where we have provided a Reinstatement Cost Assessment, the following standard conditions 
have applied:- 
 
(a) The estimate will be based solely on the inspection of the property (and/or layout plans) 

undertaken in connection with the preparation of open market valuations. 
 
(b) The estimate will not constitute a formal Building Reinstatement Cost Assessment, and 

must not be relied upon as such. 
 
(c) The estimate will be given as a guide for the construction of an identical building, 

constructed of modern materials. 
 
(d) The estimate will be given on a day one basis and, therefore, we recommend that 

appropriate allowance is made for any increase in building costs which may arise during the 
period of insurance or during any period of rebuilding and any period necessary for design 
and obtaining necessary consents prior to such rebuilding. 

 
(e) No allowance will be made for any additional costs that may have to be incurred during 

reconstruction to meet current requirements of Local Authorities, Building Inspectors, 
Statutory Undertakers, Mortgagees, Landlords and Freeholders nor for any matters of a 
consequential nature, e.g. fire prevention and thermal insulation. 

 
(f) No allowance will be made within our estimate for any costs involved in handling and/or 

dealing with dangerous or hazardous materials or situations remaining on or originating 
from the premises in the event of any incident. 

 
(g) The estimate will allow only for normal foundations and will exclude piling or other generally 

unusual or abnormal foundations. 
 
(h) No allowance will be made for the capital costs of reinstatement of external mains water, 

electricity, gas, telephone services, drains, sewers, pipes and other external works such as 
roads, paths and paved areas, walls, fences, gates and landscaping. 

 
(i) The estimate will include normal water, electricity and gas installations as appropriate. 
 
(j) The estimate will exclude furnishings, floor coverings, light fittings, furniture, wall coverings, 

false ceilings, all other occupiers fixtures and fittings, telephone installations and specialist 
service installations. 

 
(k) No allowance will be made for the incidence of Value Added Tax. 
 
(l) We will not undertake a structural survey and, in the absence of detailed drawings or 

specifications, assumptions will have to be made as to the construction of the buildings. 
 
(m) The estimate will be prepared on a full reinstatement basis, inclusive of professional fees, 

demolition costs, site clearance etc but will make no allowance for any loss of rent or rental 
void incurred unless stated otherwise. 
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3.3 Depreciated Replacement Cost (DRC) 

 
3.3.1 DRC is based on an estimate of the Market Value for the existing use of the land, plus the current 

gross replacement (reproduction) costs of the improvements, less allowances for physical 
deteriorations and all relevant forms of obsolescence and optimisation. 

 
 
JC/ADVS/CJS 03/05/2011 
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