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Preface to the Sixth Edition

This is the first edition without Bill Rees at the helm. His death in January 2004 left a hole that cannot
be filled. The idea for this book was his, he saw to its publication through the first five editions. The
Prefaces to the first and fifth editions are reproduced here as they show exactly what his intentions and
wishes were, and I hope that this edition is faithful to those.

In 1978 Bill sought out authors to write specialist chapters for Principles. He wanted, and achieved,
a balance of practitioners and academics — a meeting of town and gown which remains one of the
book’s strengths. From his invitation to contribute to the book came a friendship that lasted until the
day Bill died. His request that I lend a hand with editing the fifth, with a view to taking over thereafter,
came out of the blue, and was not a little daunting, coming as it did from the owner of one of the finest
intellects in the surveying profession.

Working with Bill was, simply put, sheer delight and enormous fun. We shared the view that we did
not have to restrict ourselves to what was necessary to get the book published on time, but it provided
an unimpeachable reason to meet for long lunches at ‘The Sign of the Pink Moggy’ to swap bundles
of documents and eat those things which our wives and doctors thought we should not. The Pink
Moggy is known to some, I believe, as the Red Lion at Turner’s Hill.

So to the sixth edition. It is inevitable that in the seven years since the previous edition was
published some of those who contributed will have retired. Of those who have put down their pens
several have written for all five of the earlier ones. They deserve long-service awards. That said,
fourteen of those who contributed to the fifth have written for the sixth.

Sadly, DC Elgar, the author two chapters in the fifth, and earlier, editions died before that edition
was published. My thanks go to his son and daughter, John and Caroline, for agreeing that their
father’s work could be used in this edition in whatever way the new authors chose. The other
contributors who have retired have almost without exception made their work available to their
successors, although in the event these chapters have all been completely re-written from scratch. I am
grateful to them all for their generosity in making their work available, for their help in the past and,
particularly, their active participation in helping me to find their successors.

So, I record a grateful parting Thank You to Richard Baldwin, RE Clark, Charles Goodwyn, John
Ratcliffe, Bill Taylor, Ron Westbrook and Brendan Williams. At the same time, a welcome to those who
have taken over from them: Charles Cowap, Stephen Crocker, Nigel Dubben, Geoffrey Jackson, John
Murdoch, Keith Murray and Chris Thorne; to Simon Galway who has taken responsibility for Chapter
14, with the continuing assistance of Peter Squire, and to Christoper Hart who has added a substantial
contribution to the tax chapter. Each is an expert in his field. In expressing my thanks to the authors it

vii
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is appropriate that I explain that their opinions are confined to their own chapters, and that I should
disclaim all responsibility for the views expressed.

Finally, a bit about housekeeping. ‘He’ in this book refers to the human species and not just to the
male variant. Case citations have been confined to the Table of Cases and kept out of the body of the
text, where they would either interrupt the flow or clutter up the pages with footnotes.

Richard Hayward
June 2008
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Preface to the Fifth Edition

Since the last edition, three of the contributors have died and nine others have decided not to continue.
We are most grateful to those concerned who have allowed successors to use the matter in the last
edition and to others who have provided much useful help.

For the first time in the history of this book valuer-contributors are joined by other professionals,
chapter 8, Taxation being written by a chartered accountant and a taxation specialist.

The purpose of the book remains as stated in the preface to the first edition, as do the remarks
relating to the opinions of the various authors and the disclaimer as to our own views.

As with all such books, the relevant case and statute law may have altered since the chapters were
written.

R E H Hayward
W H Rees

November 2000

ix
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Preface to the First Edition

The numbers coming into the surveying profession reading full-time for degrees and diplomas increase
year by year. Particularly in the case of such students, it is desirable that the teaching approach should
be to guide their reading rather than to dispense facts in lectures. Students following correspondence
courses need to supplement these by further reading. In the subject of Valuations, beyond the
intermediate state, there is comparatively little reading matter available, other than Modern Methods of
Valuation. However, in no way does this book attempt to compete with Modern Methods of Valuation
which covers principles, law and practice; it is intended to complement the latter. There is said by some
to be a gap between the principles of valuation as taught for examinations and practice. The purpose of
this book is to provide more reading matter at final year level to bridge this gap.

The form of the book, as originally intended, was to have been a series of case studies with notes by
way of explanation but during the course of preparation it became apparent that some subjects were
better covered by text, hence the chapters vary widely in form. There are also wide differences of
approach but in this subject there is frequently room for more than one opinion and this is a not
unimportant factor of which a student should be aware. In expressing my thanks to the authors I
should explain here that their opinions are confined to the chapter each has written. It is also
appropriate that I should disclaim all responsibility for the views expressed. The idea of the book was
mine and the choice of authors; my intention in that connection was to try to balance those engaged
with teaching with those in practice, a coming together of “town and gown” which is perhaps an all
too rare occurrence for the good of the valuer’s profession.

I decided to draw the line at the end of November 1979 as far as legislation is concerned; thus no
account is taken of the Local Government, Planning and Land Bill.

W H Rees BSc FRICS
March 1980

x
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A Note of General Application
Regarding the RICS Red Book

References are made throughout this publication to the RICS Valuation Standards1, known
colloquially as the “Red Book”. Until the mid 1990s the Red Book had limited application outside the
field of valuations prepared for financial statements, but now applies to virtually all written
valuations. Valuations undertaken in the course of litigation, arbitrations or similar disputes and
certain agency or brokerage work are exempt from the mandatory requirements of the Red Book on
the grounds that it is often impractical to follow all the requirements completely when undertaking
the type of work in question. However, it is generally recognised as best practice to follow the
provisions of the Red Book insofar as is practicable.

It should be noted that, unlike Principles into Practice, the Red Book does not concern itself with
valuation methodology but simply sets rules for the conduct of a valuation instruction. The purpose
of these rules is to ensure that clients receive objective advice, in a professional manner that is
consistent with internationally recognised standards. It sets a framework for best practice in the
execution and delivery of valuations for different purposes, but does not instruct chartered surveyors
how to value, nor does it discuss valuation methodology or techniques.

An important point to note about the evolution of the Red Book during recent years has been the
increasing significance of the International Valuation Standards. It has long been RICS policy to
support the development of a single set of core international valuation standards to provide a common
framework for valuers worldwide. Since 2000 there has been rapid development in the scope and
quality of the International Standards and the Red Book now adopts the same core standards,
applications and definitions that appear in the International Standards.

The distinction between the International Standards and the Red Book should be explained. The
International Standards are published by the International Valuation Standards Council2 which acts
purely as a standard setter. It has no individual members and cannot enforce compliance with the
Standards it publishes. The RICS is a professional body that has a responsibility under its charter to
regulate the conduct of its members. The Red Book incorporates the International Valuation Standards
and provides the means of ensuring that RICS members comply with these standards.

As well as being the means of ensuring that chartered surveyors comply with International
Valuation Standards, the Red Book also contains national standards, which incorporate additional

xi

1 Until September 2007 this was known as the Appraisal & Valuation Standards.
2 Formerly, the International Valuation Standards Committee.

Prelims:Prelims 24/6/08  10:58  Page xi



material, or variations form the International Standards, that are required to meet the specific legal or
regulatory requirements of particular countries. In the UK there are supplementary rules and
guidance relating to valuations for loan security, accounts, share listings, company circulars, taxation,
and of pension fund assets and unit trusts.

It is outside the scope of this book to explain the detailed provisions of the Red Book, but readers
should be aware of its requirements before putting any valuation principles into practice.

xii
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Biography— William Hurst Rees

Bill Rees was born at Bushey, Hertfordshire in April 1917. Educated at Watford Grammar School, his
primary interest was mathematics. He soon showed a mechanical aptitude and throughout his life was
interested in clocks and radio receivers.

Bill started his professional life with Salter Rex & Co, studying for his professional examinations by
correspondence, while gaining firsthand experience in private practice. He found the correspondence
course too much, and after four years he left to become a full-time student at the College of Estate
Management in London. His work experience stood him in good stead, enabling him to combine the
theory with what he had seen in practice.

The Second World War interrupted his professional career. He joined the Royal Artillery in 1940. He
transferred to the Royal Engineers, was promoted to Captain and trained for visual deception
(camouflage), the subversive nature of which appealed to his sense of humour. This was his role
during the Normandy landings, where he successfully deployed dummy tanks and guns. More
deception schemes followed before the Rhine Crossing, after which he was promoted to Major to
become liaison officer with the 1st Belgian Engineer Battalion in Germany.

After demobilisation Bill went back to the College of Estate Management as a lecturer. The College
inaugurated a programme of full-time study for the University of London BSc (Estate Management)
degree, and from 1948–1951, as Head of the Valuation Department, Bill played an important part in its
implementation. In 1950 he passed the BSc (Estate Management) degree examination himself.

In 1949 he became joint author, with David Lawrence and Harold May, of the second edition of
Modern Methods of Valuation, a book that needs no introduction here, and he edited the next four editions.

In 1951, Bill moved to Richard Ellis as head of the valuation department, while continuing to lecture
at the College in the evenings. Of interest in the context of Principles, he acted for Mrs Harvey in the
Harvey v Crawley case, which gave rise to the concept of Crawley costs. In 1961 he became senior
partner of Turner Rudge & Turner of East Grinstead, where he stayed until he became a Member of
the Lands Tribunal in 1973, from which post he retired in 1989.

His work as a Member of the Lands Tribunal suited him. His sharp and analytical mind could readily
get to the heart of any problem, frequently making the seemingly complex blindingly simple. He was
a great believer in the need to apply the correct principles of valuation. He gave a number of leading
decisions, notably in connection with the admissibility of ransom value in compulsory purchase cases.

In 1978 he devised and edited the first edition of this book, and edited four further editions, the fifth
in conjunction with Richard Hayward. Principles was Bill’s brainchild and his wish was that it would
continue into the future. It will.

xiii
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Bill was one of the giants of the surveying profession, his innate modesty and kindness providing an
effective camouflage. A man of incisive judgement, he cared deeply about professional standards and
the quality of education that underpins them and was always happy to visit colleges to meet students.
He always had time for people, was infinitely approachable and ever willing to offer comment or
advice to those who asked. He was convivial, with a wonderfully mischievous sense of humour. In his
spare time he built radios, was enthusiastic about music and opera and was a keen gardener.

In 1941 he married Betty Wight, who worked at the College of Estate Management and who
survives him together with their three children, eight grandchildren, and (currently five and rising)
great-grandchildren. Their house was, and remains, renowned for its hospitality. Bill died peacefully
at home on 6th January 2004, aged 86.

I am grateful to Martin Hattersley for permission to base this biography on the obituary which he prepared in
2004. REHH.

This book is dedicated to the memory of its originator and first editor,
Bill, WH Rees BSc (Est Man) Lond, Dtech (Hon), Hon RICS,

Honorary Member of the Rating Surveyors’ Association

12 April 1917–6 January 2004
Surveyor, teacher, judge, author and a dear friend and mentor to many
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Once upon a time farms grew crops and reared livestock to feed a grateful nation which knew the
dangers of hunger. Farmers were seen as cheery fellows with a deep-rooted attachment to the land,
happy with their lot as cultivators and custodians of a strong rural heritage. The job of the agricultural
valuer was to advise on the sale and purchase of farms and rural estates, to undertake the annual
stocktaking valuation and to see tenants in and out of their tenancies with the myriad calculations
which make up a tenant right claim. On one or two days a week the valuer might act as auctioneer in
the local mart, and of course would also arrange the special sales of machinery, livestock and
implements (deadstock) which would accompany a change in farm occupancy. On hand to provide a
broad range of practical advice, the valuer would also deal with the occasional incursion from a new
road or pipeline, arrange building work, insurance valuations for the larger estates and claim grants
from a generous Ministry of Agriculture.

Now all that has changed. In recent years the farmer began to doubt whether anybody wanted the
produce over which so much labour and care was expended and his role as custodian of the
countryside has been increasingly questioned. In short, no longer a cheery fellow at all in many cases.
Meanwhile, the number of traditional tenancies has declined. Land has been purchased by a new
breed of ‘lifestyle’ buyer. The production of food is no longer the priority and we have forgotten the
dangers of hunger. Farms have diversified, with some now resembling a small business development
located in a country park. The Ministry of Agriculture is no more, and public administration of the
countryside is in the hands of a plethora of public bodies most notably the Department of
Environment, Food and Rural Affairs (DEFRA). Harvest festivals cling on, but another annual
highlight of the agricultural calendar is the May submission of paperwork to the Rural Payments
Agency of DEFRA in order to claim the Single Farm Payment for the maintenance of land on the Rural
Land Register in Good Agricultural and Environmental Condition. ‘Serious’ farming can still be
encountered, but it too has changed to an epic industrial scale driven by the quality and environmental
imperatives of the major supermarkets.

The work of the agricultural valuer has therefore changed too. Rural surveying firms were among the
first to offer brokerage services for milk quotas in the mid 1980s, and they were among the foremost
professional groups in helping farmers to cope with the introduction of Arable Area Payments, set-
aside, sheep and suckler cow quotas, and IACS — the Integrated Administration and Control System
— after the McSharry reforms of the Common Agricultural Policy in 1992. The implementation of the
mid-term review of the Common Agricultural Policy in the last two years has been the latest episode
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this story of increasing complexity in agricultural and rural administration. Professional advice has
been needed on the introduction of the Rural Land Register, eligibility for the Single Payment Scheme
and historic based entitlements and the annual claims for Single Farm Payment. These changes have
also added to the assets that must be appraised by the agricultural valuer: first milk quota, then quotas
for sheep and suckler cows before their withdrawal two years ago, and now historic entitlement to
Single Farm Payment. Alongside the agricultural revolution of the last decade, there have also been
notable changes in the valuation requirements of taxation — Inheritance Tax and its impact on
farmhouses in particular. The latest proposals for a Planning Gain Supplement seem likely to be one of
the next challenges to agricultural valuers by 2009, in particular the need for ‘current use valuations’ of
redundant agricultural assets which ignore prospects for future development in the form of hope value.

Against this turbulent background, this chapter revisits the fundamental aspects of any agricultural
valuation. This covers the qualifications and experience of the valuer, the requirements of a physical
inspection of a farm or estate, the desk research which must be undertaken for a complete valuation of
a farm, and sources of information with which the valuer should be familiar. The chapter then goes on
to look at some more specialised examples of the agricultural valuer’s current work.

The fundamentals
The valuer

The RICS (Royal Institution of Chartered Surveyors) lays down requirements for the education and
training of its members, ensuring that they acquire appropriate practical experience and keep their
professional knowledge up to date. The Red Book (RICS Valuation Standards) applies to virtually all
written valuations and it is considered best practice to follow its requirements. All this ensures that the
valuer understands his task, has the confidence borne of experience and is subject to stringent
professional regulation. The valuation of agricultural assets is no exception, and most practising
valuers will therefore be members of the RICS, and in particular its Rural Faculty.

In addition to RICS membership, many agricultural valuers in England and Wales also belong to the
Central Association of Agricultural Valuers and its local branches. This association provides its
members with highly focussed technical material, as well as arranging a lively series of local
professional meetings, and membership is highly valued by its members. CAAV, like the RICS, also
sets a series of rigorous examinations for new entrants. Members can be recognised by the designation
FAAV (Fellow of the Association of Agricultural Valuers) after their names. Publications in recent
years have covered the emerging changes in the Common Agricultural Policy, changes to agricultural
tenancy law and the conduct of rent reviews of farms. Student and probationer membership is
available to those wishing to qualify, and anybody with a serious interest in the subject of rural
valuation should look into membership.

Like any other valuer, the agricultural valuer needs to be familiar with the five traditional methods
of valuation. Although direct comparison is the mainstay of the rural valuer’s work, different rural
assets may need the investment, residual, profits or depreciated replacement cost methods. Let
commercial conversions, barns for redevelopment, specialised leisure enterprises and specialised
agricultural buildings would, respectively, all draw on these methods. There has also been a greater
acceptance of discounted cash flow approaches in recent years, although more with a view to
investment appraisal than the preparation of market valuations. These trends seem likely to continue
as the rural economy becomes more diverse. The valuer also needs a sound appreciation of husbandry,
forestry and rural construction, as well as a good understanding of the planning system and the
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increasingly complicated requirements of rural land administration. A good understanding of all forms
of tenancy, residential, commercial and agricultural, is also a pre-requisite.

The Red Book includes an Information Paper on ‘Rural Property Valuation’ (Valuation Information
Paper 5), and clearly the valuer should be acquainted with its contents which are reflected later in this
chapter.

The purpose of the valuation

Farms have to be valued for the usual range of reasons: sale and purchase, taxation, compensation on
compulsory purchase, loan security are all common examples. Sadly, valuations are also required in
connection with divorce settlements, business partnership dissolution, and for probate and taxation
purposes following death. Clearly, considerable sensitivity needs to be exhibited by the valuer faced
with some of these situations.

The physical inspection

A comprehensive physical inspection of a farm of any size may take at least several hours, and
possibly a lot longer. The valuer will need to be equipped with boots and waterproofs as well as the
usual notebooks, recorders, digital camera, tape or laser measure and binoculars. A digital camera is a
particularly helpful instrument for a farm inspection. Hygiene precautions — nowadays called
biosecurity — have become important again, and the valuer should ensure that clothing, particularly
footwear, is scrupulously clean. Clean overalls can be an excellent idea, and on high health status units
the valuer should expect to wear boots and overalls provided by the farmer.

It is always helpful to spend some time talking to the current farmer at the start of an inspection,
and to note down any information he is willing to share about current stocking and cropping on the
farm, houses and cottages, current workforce, eligibility for the Single Payment Scheme, occupation
details, participation in environmental or other schemes. This may also be an opportunity to check the
existence of any statutory designations which might affect the farm, for example part of the holding
may be notified as a Site of Special Scientific Interest, by Natural England, which has recently taken
over the functions formerly exercised by its predecessor English Nature. The valuer is likely to be
aware of wider designations such as National Park or Area of Outstanding Natural Beauty status from
his general knowledge of the area. An important recent development has been the designation of
certain areas as ‘Open Access’ land under the Countryside and Rights of Way Act, over which the so-
called right to roam operates. This information can subsequently be verified from the maps published
by Natural England, previously by the Countryside Agency. It is important that the valuer should try
to form a clear impression of the farm or other business activity taking place, and these data will help
to form a professional view on the standard of management of the farm.

In particular, details of all houses and cottages should be noted in the normal way for any residential
property. It is helpful to note as much detail as possible about the current occupiers of all residential
property, particularly where security of tenure may be an issue. Similar details will also be needed for
other buildings, where current use should also be noted and in particular any signs of non-agricultural
occupancy or use. The presence of asbestos may be an issue in some farm buildings, and the valuer
should be alert to this danger. When appraising the suitability of farm buildings, the valuer should
bring a knowledge of the requirements of modern agricultural production to the task. For example, is
there adequate storage for waste on a dairy farm (slurry from the cows, washings from the dairy, silage
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effluent, soiled bedding) and does an arable farm have adequate grain storage against the
requirements of modern quality assurance schemes for the marketing of combinable crops (wheat,
barley)? Grain stores should be protected against vermin and birds, and lights should be designed so
that broken glass cannot fall into the stored grain. Shortfalls should be clearly noted.

A thorough inspection will include an assessment of each field on the holding. Its soil type, current
use, access, condition of fences or hedges, availability of water may also need to be noted. Slope and
aspect are also important considerations, with gently sloping fields of a south to southwesterly aspect
often being the ideal. For some valuations, in particular those needed at the end of a tenancy, it may
also be necessary to gather data about recent fertiliser, lime and FYM (farmyard manure) and slurry
applications. It is also important to look out for signs of contamination. It is by no means uncommon
for farm ponds to have been filled up with a potent mixture of oil drums, chemical containers, rubble
and rusty machinery over the years, to be crudely covered with a good layer of topsoil when the
opportunity arose. Sites like this are unlikely to be revealed on any contamination registers, but the
physical signs may be there in the field (depressed areas, raised areas, vegetation changes, unusual
discharges from land drains).

The existence and condition of field drains will also be a matter of note during this part of the
inspection. Outfalls from field drains should be clearly visible in the ditches, and the valuer should
form a view as to the continuing efficacy of the system (do the drains seem to be running clearly, or
are there signs of blockage, ochre contamination and the like). Drainage problems may also be
apparent on the surface of the field, in the form of damper areas or patches in the crop which have
failed to thrive. Conversely does the farm have access to irrigation, perhaps from its own reservoir and
have water pipes been laid to provide an irrigation network? As our climate changes, these
considerations may become more important along with the whole question of access to water.

It is useful if the valuer is aware at the outset of any environmental obligations which apply to the
farm. For example, there are environmental obligations attached to receipt of the Single Farm Payment
and to participation in some of the basic environmental schemes offered by DEFRA — the so-called
Entry Level Scheme, for example. Field margins should be left to grass for example, and the valuer
should be careful to note any infringements for the office file. This is particularly important when
advising a potential purchaser who may be faced with some of the resulting liabilities. There may also
be continuing obligations as a result of management agreements under the Wildlife and Countryside
Act between the current owner, occupier and Natural England.

More generally the valuer should take in the general layout and amenity of the farm. Is it contained
in a ring fence with its own internal tracks and roads, or is it bisected by public roads which provide
good field access? Is the electricity supply single phase (240 volts) or three phase (480 volts)? Is the
water supply from the mains or a private borehole? Sewerage is nearly always private, but there are
exceptions. A mains gas supply is unusual in the countryside, but some farms do use bottled gas. Are
there hedges and trees in good condition? Is the overall impression that of a fine country and sporting
residence, or a day to day working farm? What use, if any, is made of the sporting interest in the farm
(pheasant and partridge in particular on a lowland farm)? Is coarse or game fishing available, and how
are these rights used? Much of the interest in the farmland market in recent years has been from the
so-called ‘lifestyle’ buyer, and these considerations may be far more important at the outset than
practical matters of agricultural management.

The physical inspection is also an opportunity to note any prospects for development, although
these will also need to be the subject of a lot of desk research later. For example, are there potential
development plots adjacent to a village or town. Are there older buildings of character that would lend
themselves to conversion to residential or commercial accommodation? There has been a very active
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market in old barns for residential conversion in recent years, and the rent from a conversion for
commercial purposes can be a very useful income stream to a farm business. Telecom masts have been
described as worth another cottage in rent, so their presence or potential also needs to be noted.
Mineral rights can also be very important, and any evidence of the availability of minerals or their
extraction should be noted. The presence and condition of woodlands on the property needs to be
considered, along with their potential for timber production and their sporting potential. More
generally, public access to the property should also be noted, formal and informal, along with any
problems arising from fly-tipping, trespass or general anti-social behaviour. For example, farms
abutting lay-bys on main roads often suffer badly from litter.

On completion of the inspection the valuer will need to reduce his* field notes to a simple physical
description of the farm for the final valuation report, and it should be borne in mind that this may need
to be understood by readers unfamiliar with agriculture who have not had the opportunity to see the
farm for themselves. It is normal practice to append a plan of the farm, and schedules of fields
showing their status and uses, and a similar schedule of the main farm buildings referenced to a
simple block plan of the farmyard. The field notes and photographs also need to be stored carefully,
along with the valuer’s contemporary observations on the office file, for future inquiries arising from
the valuation or, in the worst case, against the possibility of claims for professional negligence. They
should therefore be clear and unambiguous, and readily understandable by other professional valuers
who may need to review them.

Desk research

A considerable amount of office work may be required both before and after the physical inspection
of the farm. Like any valuation, clear instructions must be confirmed fully with the client before
proceeding with the work. The requirements of the Red Book apply as much here as to any asset
valuation. Particular attention should be paid to Information Paper 5, including the need to identify
any special assumptions which might apply to the valuation. Two common points may be an
assumption of vacant possession where it is currently not available, and an assumption that planning
permission will be obtained for development work.

Careful preparation beforehand will allow the valuer to make the most of the inspection,
particularly a less experienced valuer. It is helpful to study as much of the legal documentation
pertaining to a farm as possible. This might include deeds or registration documents, in particular
with regard to current ownership, the nature of the interest held (freehold etc), the existence of any
easements or restrictive covenants, riparian rights, abstraction licences for irrigation water, private
water supplies, Rural Land Registration data, history of Single Farm Payment claims, allocated and
transferred quota rights, details of environmental or grant schemes and statutory notification
concerning Sites of Special Scientific Interest are examples. Documentation will not always be
available to the valuer at this stage to cover all these aspects, and Information Paper 5 recognises that
a number of matters may need to be established by simple enquiry, with appropriate assumptions
reported along with an indication of the need to verify key points.

The existence of sporting, mineral, agricultural, residential and commercial tenancy agreements, or
other licence arrangements, should also be reviewed along with grants of easements and wayleaves to
statutory undertakers for pipelines or wires running through a farm. In particular the dates on which
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tenancies came into effect can be important in considering security of tenure and succession rights. The
physical inspection may also prompt the need for further research amongst these sources. For example,
properties or land may have been sublet for which no documentation is apparently available. Issues of
this kind can become particularly challenging problems in view of the security of tenure enjoyed by
some agricultural tenants, and the valuer must be particularly alert to these dangers as they may also
have a considerable effect on a valuation. Assumptions may have to be made in order to arrive at a
valuation, and these will need to be carefully noted in the report. Again, Valuation Information Paper
5 offers a useful summary of matters that may need to be dealt with by inquiry rather than inspection.

More generally a valuer new to an area can acquaint himself with the types of soil he is likely to
encounter by studying the Agricultural Land Classification maps published by the former Ministry of
Agriculture. These were published at a scale of one inch to one mile, so their accuracy is limited (the
ministry only ever claimed an accuracy to within 80 ha), and land was graded between one and five,
with grade one land the best and most versatile. Grade Three land (the predominant grade in the
lowlands) was further sub-divided, but these divisions were not shown on the published maps. Land
in this category should be capable of growing average yields of cereals, and average to above-average
crops of grass. Root crops like potatoes do grow on Grade Three land, but really require land of Grade
Two or One to thrive reliably. Of more use may be the local publications available from the Soil Survey
of England and Wales, which show at varying scales the soil types to be encountered in different areas.
These are well described, allowing the valuer to compare his observations in the field with the range
of soil types to be expected in the locality. Close study of this information in the earlier part of an
agricultural valuer’s career will be worthwhile, in order to develop skill in assessing soil types and
appraising their potential.

Sources of comparable and other market information

As always, comparable transactions of which the valuer has direct knowledge and which relate closely
to the subject property in location, character, tenure and valuation date are the best guide. However,
the valuer rarely has the luxury of many such comparables, and therefore has to look further afield.
Sales particulars will give a good idea of current asking prices, but prices realised may in some cases
be significantly different (higher or lower). Some land is still sold by public auction, and so these data
are also readily available. The Farmers Weekly carries reports of farm sales most weeks in the season,
and the Farmland Market is published twice a year by Farmers Weekly and RICS. This gives a county by
county schedule of farm sales, published twice a year. The exact price is not given for every sale, but
the summaries indicate an approximate price (for example, ‘in the region of’ means within 10% of the
price quoted). Most of the larger firms of agents publish market commentaries which are readily
available from their websites, and the Valuation Office Agency publishes its Property Market Report
twice a year which also include a commentary on agricultural land prices based on its own data. The
RICS also publishes regular commentaries on the state of the rural property market.

Farmland prices are usually quoted per hectare in official publications. In practice most farmers and
agricultural valuers work in acres. One hectare is 10,000 m2 (eg 100 m × 100 m) and one acre is 4,840 sq
yds (eg approximately 70 yds × 70 yds). The usual conversion from acres to hectares is 2.471 acres to
one hectare. Metric measures can be used alone, but imperial measures should, strictly, always be
preceded by the equivalent metric measure. The examples in this chapter are all metric. The analysis
of farmland comparables normally involves the allocation of separate values to each house and cottage,
different categories and qualities of land, and perhaps to buildings with development potential.
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The market in recent years has been characterised by an excess of demand over supply, particularly
for quality property with a good house. Lifestyle buyers have tended to dominate the market, their bids
fuelled by the general buoyancy in the economy. Farms are usually now sold in lots rather than as
complete units, which increases their appeal to neighbouring farmers. Indeed it is often consideration
of likely neighbour interest that determines the arrangements of the lots. The neighbouring farmer can
expand without increasing overheads in the existing business, and the opportunity to buy conveniently-
located land is likely to be seized as a once in a lifetime opportunity. Although less of a feature of the
market in the last year or so, farmers who have sold development land have also been important drivers
in the market as they have sought new farms. Not only do they wish to maintain their farming interests,
but Rollover Relief provides a way to shelter money reinvested in a new farm from Capital Gains Tax.

Farms will often be purchased with a view to direct management of the land by the new owner (in-
hand farming). However, for many lifestyle buyers hands-on farming is not a practical proposition. The
land may therefore be let, but it is more likely that a contract farming agreement will be arranged with
a nearby farmer. These agreements avoid the problems of tenure associated with tenancy agreements,
and give the farm owner the status of a working farmer rather than a landlord for a number of
purposes (including taxation). The owner of the farm is nominally the farmer and pays for the main
farming inputs. A nearby farmer takes on the contracting role, providing labour and machinery and
invoicing the owner for these services. A first charge from farm revenues is drawn by the owner —
often similar in amount to a rent — and the remainder is divided between the owner and the contractor.
This ensures that the owner is exposed to business risk, thus establishing his credentials as a farmer
running a business. It also acts as an incentive to the contractor to do a good job. Good advice from an
agricultural valuer is essential to ensure that the agreement is workable and the figures add up.

The following simple studies illustrate some of the points discussed above.

Study 1

Hawthorn Farm, Freehold interest valued with vacant possession.
Hawthorn Farm is a 200 ha holding with one five-bedroomed farmhouse in good condition. It has a modern portal-

frame farm building of 500 m2. The land is divided between one block of 140 ha of better quality land, Grade Two in
the Agricultural Land Classification and the remaining 60 ha is at the lower end of Grade Three. All of the land is
registered on the Rural Land Register, and the farmer has established his eligibility for the Single Payment Scheme.
The payment entitlement for 2007 is £37,000. This is a combination of historic and regional average entitlement after
adjustment for currency conversion, clawbacks for the national reserve, modulation and financial discipline. Local
comparables suggest a value for the house of £600,000, for the better land £8,600 per ha and for the poorer land
£6,000 per ha. Single Payment entitlement is a separate asset from the land, and recent market activity suggests that
it has been trading at 2YP.

The freehold vacant possession valuation of Hawthorn Farm is therefore built up as follows:

£
House 600,000
Better land: 140 ha at £8,600 1,204,000
Poorer land: 60 ha at £6,000 360,000

2,164,000
But say 2,200,000
Add SPS Entitlement: £37,000 × 2 YP 74,000

Note: The Single Payment Entitlement is kept as a separate asset because it is a separate and identifiable asset.
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The availability of a range of traditional farm buildings with planning permission for residential conversion could easily
add another £100,000 to the value of Hawthorn Farm in many areas. This value might be more accurately tested by
a residual valuation although some market evidence would suggest that this would not act as a constraint on the
price of a suitable property. An increase of value of this magnitude may, however, be offset by some loss of value from
the house in the anticipation of nearby development.

Study 2

Hawthorn Farm: freehold interest subject to a 1986 Act Tenancy
The physical facts are the same as study 1. Here, however, Hawthorn Farm is subject to a tenancy under the terms

of the Agricultural Holdings Act 1986. This Act governs most tenancies of agricultural land granted before 1
September 1995, including statutory successions to such tenancies. Tenants have considerable security of tenure as
there is a very limited range of reasons for which the landlord can serve a valid notice to quit. Rent reviews are covered
by the statutory provisions of Schedule 2 to the Act and tenancies granted before August 1984 carry statutory
succession rights for up to two generations. The rent passing is £31,000, which can be analysed as £125 per ha for
the land on average (reflecting the availability of the building) and £6,000 pa for the house. Although it has been four
years since a rent review, and therefore either landlord or tenant could demand another rent review, it is considered
unlikely that a review would lead to much change in the rent.

Using the investment method the farm would be valued as follows:

£
Net Rent 31,000
YP in perpetuity at 4% 25

Value of freehold interest 775,000

Note that the gross rent has been capitalised in this study, which is a common approach in the valuation of these
interests although in practice landlord’s outgoings (building repairs, insurance, management fees) could easily be
absorbing 40% of rent. It is usual in these cases also to compare the valuation with the equivalent freehold interest
with vacant possession (VP). In this case, the investment value is only 36% of the VP value, just within the range
normally encountered of 35 to 50%. Given the lack of direct evidence for an appropriate discount rate in some parts
of the country, valuers will sometimes value freehold interests subject to these tenancies directly by a discount from
VP value. However, even where this is the primary approach it is still worth checking the yield which such a valuation
would imply.

In checking the adequacy of the rent passing for a valuation like this, regard should be had to the provisions of the
1986 Act. Rent reviews can take place every three years, and are initiated by the service of a notice of arbitration in
accordance with section 12 of the Act. An arbitrator can be appointed by agreement (before the term day from which
the new rent will run), or by the RICS President (on application before the term day, although the date of the
appointment itself may be later). In practice most rent reviews are settled by agreement, but having regard to the
directions to arbitrators as to rent properly payable which are set out in Schedule 2 of the 1986 Act. These direct that
the rent should be that payable by a prudent and willing tenant to a prudent and willing landlord taking into account
‘all relevant factors’. Extensive guidance on these rent reviews has been published by RICS and CAAV, and an update
is expected later in the year to take account of Single Farm Payment issues and other recent developments. It is
necessary to consider the rent payable for comparable holdings, suitably adjusted for scarcity and marriage value
(although there is no direction to disregard these factors in setting the rent for the subject holding). Regard must be
had to all the terms of the tenancy and there are a number of statutory disregards, for example tenant’s neglect,
government contributions to the cost of landlord’s improvements and high farming, ie the adoption of special systems
of husbandry. The review has to consider an ordinarily competent tenant farmer rather than the super-farmer or
laggard who may be in actual occupation. Schedule 2 also directs the arbitrator to have regard to the ‘productive
capacity’ and ‘related earning capacity’ of the holding, meaning the cropping and stocking plans which a typical

8

Valuation: Principles into Practice

Chapter1:Layout 1 18/6/08  12:34  Page 8



farmer might follow and the margins he might expect to make from them, but no indication is given as to the weight
which these factors should have. In practice, little weight may be put on these factors where a farm has a number of
other attractive features, eg houses and cottages. Latent value, for example the suitability of part of the farm for a
caravan park, may also be reflected if such a use would be permitted under the tenancy agreement.

Study 3 shows how to value the freehold when it is subject to a farm business tenancy. The same approach, of
valuing a reversion to vacant possession value, will be relevant to a farm let under the 1986 Act when there are good
reasons to expect a 1986 tenancy to terminate at a determinable time in the near future. This might be because of
an elderly tenant who has no eligible successors, or because the landlord can serve an incontestable notice to quit
for one of the limited range of reasons set out in the Act. The most common of these is a Case B Notice to Quit,
where the landlord has obtained planning permission for an alternative use.

Study 3

Hawthorn Farm: freehold interest subject to a Farm Business Tenancy
The physical facts are again the same as study 1, but this time the farm is let under the terms of the Agricultural

Tenancies Act 1995, ie as a farm business tenancy. This legislation is much less restrictive on landlords than the
Agricultural Holdings Act 1986, and the new law was introduced with effect from 1 September 1995 in the hope of
encouraging a revival of farm lettings and to accommodate the growing need for all farmers to consider diversification
of their businesses. There is no statutory security of tenure beyond the agreed term, other than a requirement for a
minimum notice to quit of one year for tenancies of more than two years duration. Rent reviews still take place on a
three year cycle, but the parties can agree their own basis of rent. In the absence of specific terms, rent reviews are
based on market values. Rents under Farm Business Tenancies therefore tend to be higher than traditional tenancies
because of the absence of restrictions like those imposed by Schedule 2 of the Agricultural Holdings Act.

The rent in this study is, therefore, £54,000 pa, which can be analysed as £12,000 pa for the house, and £210 per
ha on average for the land. There is little evidence if any for the choice of an appropriate discount rate, but
professional opinion seems to be settled at about 6 or 7%. This valuation will assume that Hawthorn Farm has been
let on a five year term, which will be terminable by the service of notice sometime during year four. Failing such notice,
the tenancy will continue from year to year until a year’s notice to quit is served by either party (the notice expiring on
the term date of the tenancy).

£ pa £
Net Rent 54,000
YP 5 years at 6% 4.2124

227,470
Reversion to
Vacant possession value 2,164,000
PV £1 in 5 years at 6% 0.7473

1,617,157

£1,844,627

Value of freehold interest, say £1,850,000

Note that the reversion here is to VP value, because of the ability of the owner to crystallise this value at the end of
the term if required. In practice, it might be questioned as to why an owner who has let now would wish to sell with
vacant possession in five years time. However, the fact remains that if the objective was to obtain the best price for
the property a sale with vacant possession would be the way to achieve this. There may also be some scope for
discussion over the choice of discount rate on the reversion, as this has been applied to a future VP value rather than
a reversionary rent. A higher risk might be attached to the prospects for VP values than continuing rents, thus
depressing the YP for this part of the calculation. This valuation approach is relatively untried in practice, as the first
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farm business tenancies were let on relatively short terms while practitioners developed confidence with the new
concept. Therefore any owners contemplating the need for a sale would not find themselves encumbered with a farm
business tenancy. However, terms have been getting longer and it is only a question of time before such interests
have to be valued for compulsory purchase, probate, Inheritance Tax or on an unexpected sale. The value itself is
much closer to the VP value than study 2, because of the effect of the reversion and the higher rent during the term.
This has more than offset the higher discount rate.

The impact of diversification
The valuation studies above have all assumed that the farm is a straightforward holding, its land and
buildings devoted to agricultural production. There has been an increasing trend for farmers to
diversify into other enterprises due to the economic pressures on agriculture. Grants have been
available to encourage this although the Rural Enterprise Scheme closed to new applicants in June
2006 and has not been replaced with a new scheme yet.

Diversification in the farm business will not always add to the value of the property, as the new
enterprise may be very personal to the proprietor in view of special skills or knowledge of the market.
The effect of this would be that a purchaser would not be able easily to replicate the same business. It
can be useful to think of a new enterprise in terms of the management time it requires, the expertise
needed to run it and its potential profit. An enterprise which requires little management time, limited
expertise and the potential of a reasonable profit for example, is likely to add significantly to the value
of the property. Some new enterprises on farms, however, are very demanding in expertise and
management time, and may offer only modest profits. In this case, the enterprise is very personal to
the owner and is unlikely to add significantly to the value of the property.

A good example of an enterprise that would add to the value of property would be conversion of
buildings to commercial uses for letting. Once the conversion is completed, day to day management
requirements are likely to be modest. Significant expertise is required to plan and oversee the
conversion work, and to find new tenants but once a tenant has taken up occupancy the expertise to
manage the site from day to day becomes modest. Reasonable returns can be expected from a fully let
conversion. Therefore the value of the property would normally be expected to increase.

The valuation approach may be based on comparables, but is just as likely to draw on one of the
other traditional methods of valuation. An office conversion, for example, would be valued using the
investment method of valuation. Other types of enterprise might have to be valued using a profits
approach, or a modification of it.

Before finalising a valuation of a diversified farm, it is important to consider a range of additional
factors. The existence of planning consent is important as many developments have arisen in an ad hoc
fashion, sometimes without the formality of a proper planning consent. Rural planning consents may
also have been made subject to special conditions. For example, new dwellings on farms will almost
certainly be subject to a special occupancy condition. In the case of agricultural dwellings, the typical
condition restricts occupation to somebody engaged in agriculture in the vicinity, or retired from
agriculture, or their dependants. Although there is relatively little market evidence for the impact of
such conditions on value, a widely held view among valuers is that a clause like this can depreciate
values by 25 to 40%.

It is also appropriate to ‘stand back’ from the property and to consider whether the diversified
business has changed the fundamental nature of the property. Is it still a farm with another enterprise?
Or has it become a different business, with the remnant of a farm? If the latter, a different overall
valuation approach may be indicated.
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A number of other regulations may also be important to the value of a diversified farm. For example
compliance with Building Regulations, specific Health and Safety requirements including Fire
Regulations and some sector-specific rules. An example of the latter would be the local authority
licensing of riding establishments. It may not be necessary for the valuer to check all these aspects in
detail, but clear assumptions may have to be made and reported as to the existence of the necessary
consents.

The degree of specialisation required, and management time, have already been mentioned. Local
competition and viability should also be considered. How easy would it be, for example, for another
farmer to set up the same enterprise nearby?

Tenanted farms raise further questions over diversification. For example, Schedule 2 of the
Agricultural Holdings Act 1986 requires that tenant’s improvements are excluded from consideration
of the rent properly payable for the holding. In the unreported case of Tummon v Barclays Bank the
enterprise in issue was a caravan park. The decision made clear that:

You have to leave out of account the fact that the improvement has been done by the tenant ... but take into
account the possibility that the new tenant might ... carry out the improvement and so get much better value
out of the farm.

The valuation of agricultural tenancies
One of the more challenging valuations to arise from time to time concerns the valuation of a tenant’s
interest in an agricultural tenancy, in particular 1986 Act tenancies. It is standard practice for these
tenancies to be subject to an absolute bar on assignment or subletting. Where the tenant is free to
assign, the landlord may seek arbitration under the Act as to the terms of the tenancy and the
arbitrator can impose a suitable clause. It is not unknown for a tenant who finds himself in the happy
position of occupying under an assignable tenancy to transfer his interest to a limited company, so as
to secure its perpetual continuation.

Therefore there is no real market in agricultural tenants’ interests. However, these interests do have
to be valued from time to time. In particular, the need can arise in connection with Inheritance Tax and
Capital Gains Tax, on compulsory purchase and on the dissolution of a business partnership or divorce.
In the absence of market evidence, the Lands Tribunal has had to consider a number of approaches.

The legal basis for a valuation on compulsory purchase will be section 20 of the Compulsory
Purchase Act 1965 in most cases, which entitles short term tenants to the value of their unexpired term
or interest, or the Inheritance Tax Act 1984 (as amended) for an Inheritance Tax valuation. Chapter 8
discusses tax valuations in more detail, but suffice to note here that the valuation is also a market
valuation for which it may be necessary to consider a hypothetical sale by a hypothetical vendor. One
effect of this contortion is that the actual vendor may be considered as a potential purchaser, and it is
this argument which has been used successfully to establish that it is appropriate to establish a value
on an un-assignable tenancy for tax purposes.

Wakerley v St Edmundsbury Borough Council [1977] is widely mentioned in textbooks concerning the
valuation of tenancies for compulsory purchase. However, the case report itself has little to offer. The
claim in contention was formulated on the basis of the farm profits capitalised over the period for
which the tenant was expected to remain in occupation had the compulsory acquisition not occurred.
A nominal award of £100 was made for the value of the tenant’s interest because both valuers had
omitted it from their claims as a separate item. As the rest of the award consisted of a lifetime’s
expectation of profits for the tenant it may be wondered whether the tenant had not already been fully
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compensated for the loss of his interest in the tenancy, but this does not seem to have occurred to the
Tribunal. Wakerley and other cases do make it clear, however, that regard should be had to the likely
duration of the tenancy in the absence of compulsory purchase in assessing the value of the tenant’s
interest.

A common approach to the assessment of compensation under section 20 of the Compulsory
Purchase Act is to consider the vacant possession premium which arises in respect of a tenanted farm.
Effectively this premium is split 50:50 between landlord and tenant, as study 4 shows.

Study 4

Hawthorn Farm: acquisition of four hectares under compulsory purchase.
Four hectares of the farm already described are to be acquired under compulsory purchase powers. The holding

is tenanted under the Agricultural Holdings Act 1986, with strong prospects of succession to the tenancy by the
eldest of the farmer’s three children. There is therefore little prospect of an early reversion to the landlord.

£
Value of 4 ha with vacant possession 34,400
Value of 4 ha subject to tenancy 15,000

Vacant possession premium (VPP) 19,400
Value of tenant’s interest at 50% × VPP 9,700

Note
In addition to the compensation for the value of the land taken, those affected are entitled to claim for Rule 6 items
(Disturbance and other matters not related to the value of the land), including the cost of professional fees. Please
refer to Chapter 8 for further details.

Section 20 of the Compulsory Purchase Act 1965 also allows a claim for ‘any just allowance’ which would be made
to an outgoing tenant, covering for example traditional tenant right items.

The Agriculture (Miscellaneous Provisions) Act 1968 entitles the tenant to payment of four years’ rent in respect of
the land lost. As this involves an element of double-counting with the value of the tenant’s interest, the amount of the
rent payment is deducted from the value of the interest and claimed separately. This preserves the tax-free status of
the rent payment, whereas the value of the tenant’s interest may be subject to Capital Gains Tax.

Another approach was established in Walton v Inland Revenue Commissioners [1994], where the Lands
Tribunal accepted that the prospect of early reversion to vacant possession was speculative and
remote. A sophisticated profit rental approach was adopted, demonstrated by study 5.

Study 5

Hawthorn Farm: valuation of tenancy for partnership dissolution.
£ pa £

Estimated arbitration rent award 31,000
Rent payable 25,000

Profit rent, bottom slice 6,000
YP 1 year 9 months at 5% 1.60

9,600
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Tender Rent 35,650
Estimated arbitration rent award 31,000

Profit rent, top slice 4,650
YP 3 years at 12% 2.40

11,160

Value of tenant’s interest £20,760

The profit rent has been divided into two slices. The ‘bottom slice’ is the difference between the rent currently
payable (reduced from the previous study for the purpose of this one) and the rent which would be set under
Schedule 2 of the 1986 Act on arbitration. Tender rents for 1986 Act lettings were always considerably higher than
arbitrated rent levels because of the scarcity of available farms to let, so a second slice of profit rent is found from
the difference between tender rents and arbitrated rents. Both slices of profit rent are then capitalised. The bottom
slice is capitalised until the next rent review, and the tender rent is capitalised until the first review that could occur
with a new tenant. The two slices are not entirely compatible here in terms of their timing, but nevertheless this was
the preferred approach in the Walton case. Walton concerned a tax valuation, but the same approach has since
been endorsed by the Court of Appeal in Greenbank v Pickles [2001] for the valuation of agricultural assets on a
partnership dissolution.

Agricultural value
One of the latest challenges in professional practice concerns the availability of Agricultural Property
Relief from Inheritance Tax. Inheritance Tax is payable on death and on certain lifetime transfers of
property, on the market value of assets. The rate is currently 40% of all value above a nil-rate threshold
(currently £300,000) which is reviewed every year. The definition of market value is set out in section
160 of the Inheritance Tax Act 1984. Agricultural Property Relief is available in respect of in-hand and
let farms under section 115 of the Act, but it is important to note that the relief is restricted to
‘agricultural value’ under the Act. The concept of agricultural value assumes a perpetual covenant that
restricts the use of the land to agriculture. Therefore value for other uses has to be excluded. A series
of recent cases before the Commissioners of Taxation and the Lands Tribunal has explored these issues
in some depth, as a result of which a greater onus is emerging on valuers to provide a very full
appraisal in connection with potential claims for Agricultural Property Relief.

The first step is to identify ‘agricultural property’ for the purposes of this relief. As far as land is
concerned this is straightforward. Dwellings, woodland and buildings can also be recognised as
agricultural property if they are ‘ancillary’ to the occupation of land, and if they are of ‘character
appropriate’ to it. Five tests have been postulated to judge ‘character appropriate’. The factors to
consider are the size of the farm in relation to buildings and dwellings, the type of farming
undertaken, and the so-called ‘elephant test’ (‘you know it when you see it’). The fourth test is to ask
whether the property is a farm with a house, or a house with land (a ‘gentleman’s residence’), and the
final test is to look at the history of agricultural production and the length of association between the
farmhouse and the farming of the land. There must have been continuous occupation for the purposes
of agriculture in the two years before death for in-hand land, and for seven years for let land.

The rate of relief is 100% in the case of in-hand land and lend let on tenancies since 1 September
1995, and 50% for land let before 1 September 1995. This date was set as the introduction of the new
Farm Business Tenancies, although the detailed wording of the legislation means that succession
tenancies under the Agricultural Holdings Act 1986 which have been awarded since 1 September 1995
also benefit from the higher rate of relief.
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In the recent Antrobus and McKenna cases a number of issues have been tested, as a result of which
it is advisable for valuers to ensure they receive very clear instructions from executors and their
solicitors which should cover the need to identify agricultural property clearly, to set out both market
valuations and agricultural valuations, and to identify those dwellings and buildings which are
‘ancillary’ and of ‘character appropriate’ to agricultural land. If the valuer has access to any
information about continuous occupation during the periods of two or seven years, this may also be
offered or if any evidence is apparent from the valuer’s inspection this may also be relevant. Such
valuation reports were often provided quite informally, as probate valuations. It is now clear that they
are full Red Book valuations, and they should be described as Inheritance Tax Valuations as the term
probate valuation is now taken to imply a deliberate under-valuation.

Study 6

Hawthorn Farm: Valuation of the freehold interest with vacant possession for Inheritance Tax purposes
The entire property appears upon inspection to be agricultural in nature. There is no evidence of non-agricultural

use in the modern portal-framed building and the house and buildings are of reasonable size for the holding having
regard to its size, current cropping and stocking and in comparison with other farms in the area. The farm has been
occupied as one unit for over fifty years by the same family, and although pleasant in appearance the house is visually
dominated by the portal-framed building.

The entire holding is therefore considered to consist of agricultural property, with the buildings and house ancillary
to the occupation of agricultural land. The house and buildings are therefore considered to be of ‘character appropriate’
to the property.

The market value for Inheritance Tax purposes is considered to be £2.2 m (from study 1). The agricultural value of
the property has been assessed as follows:

£
House at 70% OMV (as Antrobus) 420,000
Better land (from study 1) 1,204,000
Poorer land (from study 1) 360,000

Agricultural value £1,984,000

The valuation of the buildings has been reflected in the land value, and it will be seen that the market value of the
house has been reduced by 30%. This reflects the effect of the perpetual covenant assumed by the Inheritance Tax
Act, restricting occupation to the purposes of agriculture. The discount applied here follows the outcome of the
second of the two Antrobus cases, where the Lands Tribunal took the view that this was the appropriate discount for
a substantial farmhouse in Warwickshire within reasonable commuting distance of Birmingham and Worcester. The
evidence for the amount of the discount was however, fairly thin so considerable caution should be exercised in
applying it elsewhere. For example, a farm in the commuter belt of any major conurbation may be subject to a
significant difference between market and agricultural value, whereas less attractive property in more remote or less
popular areas may not justify a discount at all. Due consideration should also be given to any agricultural occupancy
planning conditions when establishing market value.

In this study, Agricultural Property Relief will be given as 100% of the agricultural valuation, ie £1.984 m, leaving a
difference of £216,000 liable to Inheritance Tax. Business property on the farm, ie crops in store, tractors and
machinery, and livestock will also need to be valued, and will be relieved by Business Property Relief which is also
available at 100% in most cases.
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Concluding comments
Agricultural valuation has always been a challenging area of practice, and these challenges continue
to change and grow. This chapter has offered an introduction to some of the many factors which must
be considered when valuing agricultural property, taking the reader from consideration of some of the
fundamentals which apply to any farm valuation to some of the more specialised agricultural
valuations which are not currently documented very thoroughly elsewhere. If it ignites an interest in
this area of practice in a young valuer or surveyor, or serves as a warning to the unwary it will have
served its purpose. A reading list is offered for those wishing to pursue the topic further, which will
also provide well-documented coverage of a number of valuation examples which this chapter has
sought to complement.

© Charles Cowap 2008

Further Reading
A Schedule of Time Limits for Action by Valuers, CAAV (2006)

Helpful summary of time-limits which apply to notices under the Agricultural Holdings Act 1986,
Agriculture Act 1986 (milk quota compensation), Agricultural Tenancies Act 1995, Arbitration Act
1996 and the Dairy Produce Quota Regulations 2005.

Agricultural Tenancies: the 2006 Reforms and Update, CAAV (2006)
Deals with the impact of CAP reforms on agricultural tenancy matters.

Agricultural Valuations: a Practical Guide Williams, RG. 3rd ed, Estates Gazette (1998)
An invaluable ‘how to do it’ book although this edition is inevitably starting now to show its age.
Not all practitioners agree with all the approaches advocated, but full of examples of different
types of valuation which will at least get you started on the task in hand. An essential companion
for students and probationers in mainstream agricultural practice, especially if you plan to take
the CAAV examinations.

Appraisal and Valuation Standards (The Red Book) Royal Institution of Chartered Surveyors
Essential reference for practising valuers as infringement is a disciplinary offence for RICS
members. New version launched in 2003, which is fundamentally different in layout and
approach from previous editions. In particular see Information Paper 5: Valuation of Rural
Property which was prepared by the Rural Valuation Group of RICS.

Dilapidations on the end of a tenancy, CAAV (2007)
Companion paper to the 2006 publication on end of tenancy compensation.

End of Tenancy Compensation under the Agricultural Holdings Act 1986, CAAV (2006).
Up to date guidance on valuation matters which must be addressed at the end of a traditional
agricultural tenancy.

“Entitlements — a valuer’s perspective” O’Brien, J. Bulletin of the Agricultural Law Association, Issue 42,
Autumn 2005, pp7–9 (Agricultural Law Association)
An early perspective on the valuation of single payment entitlements, considering a DCF approach.

Excel for Surveyors, Bowcock, P & Bayfield, N. Estates Gazette (2000)
Very useful for its relevance to valuation theory, and covers some basic aspects of spreadsheet use
as well.
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Just what is a farmhouse? Recent developments in agricultural property relief from Inheritance Tax and their
implications for professional practice, Cowap, C. RICS (2007)
RICS Roots Rural Research Conference, London, 17 April 2007.
Examines the recent Antrobus and McKenna cases and assesses in detail the implications for
professional practice and instructions, setting out a series of steps which should satisfy the
requirements of both estate executors, the Capital Taxes of HM Revenue and Customs and District
Valuers.

Modern Methods of Valuation of Land, Houses and Buildings, Johnson, T; Davies, K; Shapiro, E. 9th ed
Estates Gazette (2000)
Good all-round introductory text for basic theory as well as a range of applications.

Rent Reviews under the Agricultural Holdings Act 1986, CAAV and RICS (2000) RICS Information Paper;
CAAV Numbered Publication 178
Comprehensive guidance on rent reviews under the 1986 Act. A new edition is expected in
September 2007 which will incorporate guidance on the treatment of single Farm Payments.

Single Payment Entitlement trading, transfer and valuation issues (England region) RICS Rural Faculty
Briefing Note, RICS (2006)
RICS Guidance prepared by the Rural Valuation Group on various aspects of the new Single
Payment Scheme.

‘Tenant farmers out in the cold’ Cowap, C. RICS Land Journal, January 2007, pp14–16, RICS
Reviews, with worked examples, the new Owner and Occupier Loss payments introduced under
the Planning and Compulsory Purchase Act 2004. There are particular complications for annual
agricultural tenancies under the 1986 Act, and all farming claims need to consider the alternative
of a tariff-based payment for land and buildings as an alternative to an occupier’s claim based on
2.5% of compensation claimed.

The valuation of agricultural tenancies: art or artifice? Cowap, C. RICS (1997)
Paper presented at RICS Roots Rural Research Conference, Reading University, January 1997
London: RICS
Detailed consideration of the valuation of agricultural tenancies for compulsory purchase,
taxation and other purposes. Includes details of Lands Tribunal valuation decisions.

The Valuation of Rural Property Prag, PAB. Packard, Chichester (1998)
All round general introduction to the valuation of rural property.

Valuation, Special Properties and Purposes, Askham, P. (ed) Estates Gazette (2003)
Two chapters on milk quotas and forestry respectively may be particularly useful for anybody
faced with one of these highly specialised valuations.

Useful case references
Valuation of agricultural tenants’ interests

Agricultural Mortgage Corporation plc v Woodward [1994] EGCS 98
Anderson v Moray District Council [1978] Scots Law Times 37
Baird’s Exors v Commissioners of Inland Revenue [1991] 1 EGLR 201; [1991] 09 EG 129 & 10 EG 153
Dawson v Norwich City Council [1979] 1 EGLR 204
Gooderam v Dept of Transport [1995] RVR 12
Greenbank v Pickles [2001] 1 EGLR 1; [2001] 09 EG 230
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Layzell v Smith Morton and Long [1992] 1 EGLR 169; [1992] 13 EG 118
Runcorn Association Football Club Ltd v Warrington & Runcorn Development Corporation [1982] 2 EGLR

216
Wakerley v St Edmundsbury Borough Council [1977] 1 EGLR 158
Walton (Ex’cr of JH Walton dec’d) v Inland Revenue Commissioners [1994] RVR 217, LT
Walton (Ex’cr of JH Walton dec’d) v Inland Revenue Commissioners [1996] RVR 55, CA

Agricultural Property Relief from Inheritance Tax

CJF Arnander, DTM Lloyd and MM Villiers, Ex’crs of David McKenna (dec’d) and Lady Ceciliar McKenna
(dec’d) v HMRC SPC 00565 23.10.2005

Dixon v IRC [2002] STC (SCD) 53
Higginson, John Sidney (Ex’crs of) v CIR [2002] STC (SCD) 483
Korner v CIR (1969) 45 TC 287
Lloyds TSB (personal representative of Rosemary Antrobus dec’d) v Commissioners of Inland Revenue

(Antrobus No 1) [2002] STC (SCD) 468; SC/3062/2002, 9.10.02
Lloyds TSB Private Banking plc (personal representative of Rosemary Antrobus dec’d) v Peter Twiddy (IR

Capital Taxes) (Antrobus No 2) [2005] DET/47/2004, 10.10.2005; [2006] RVR 138
Pissaridou (HM Revenue & Customs) v Enid Rosser (personal rep of Phillips dec’d) [2005] TMA/40/2005
Rosser, Enid Meriod Amelia v CIR SpC 368 [2003] SSCD 311
Starke & Another (exec’rs Brown dec’d) v IRC [1994] STC 295; [1995] STC 689, CA
Williams, R v HMRC [2005] SWTI 1682
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