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1)  BACKGROUND

There is a growing appreciation for the contribution that Parks and Open spaces make to people’s lives highlighted by the recent Communities and Local Government Committee report into Public Parks
 and the Making the invisible visible: the real value of park assets
 by Cabe Space. 
The combination of the increased appreciation of Public Parks and an ensuring wider debate into the value of these assets to the owners has led Derby City Council to revise its approach to the valuation of Parks and Parks Buildings.
The purpose of this paper is to establish and refine the methodology regarding the Council's revised approach.
2) VALUATION APPROACH 

Previously Derby City Council had adopted a valuation approach on an income based approach but in review of recent guidance and wider discussion with fellow Local Authorities and its Auditors it has been agreed that a mixed approach of Cost and Income are to be adopted.

The valuation policy relates only to the Buildings within the Parks. It excludes the facilities located on the park such as play equipment, benches, playing pitches etc.

The valuation approaches are outlined below:-

Current Value – Existing Use Value non specialised asset – market basis
The definition of existing use value (EUV) is “the estimated amount for which an asset or liability should exchange on the valuation date between a willing buyer and a willing seller in an arm’s-length transaction after proper marketing and where the parties had acted knowledgeably, prudently and without compulsion, assuming that the buyer is granted vacant possession of all parts of the property required by the business and also 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.”

Current Value – Existing Use Value specialised asset – cost basis

Where, exceptionally, there is no market-based evidence authorities may estimate current or fair value by using the depreciated replacement cost modern equivalent asset (DRC MEA) measurement basis. With effect from 1 April 2015 DRC/MEA is now an accepted basis of valuation for accounting purposes, whereas prior to that DRC was a valuation method to arrive at valuations for specialised assets where the EUV basis of value was applicable. This DRC MEA basis of valuation provides an estimate of: 
· the market value for the least expensive site that would be suitable and appropriate for the modern equivalent asset 

· plus the current gross replacement cost of a modern equivalent replacement asset (this should include any improvements required to the site such as buildings, structures and site works and allow for any associated fees) 

· less allowances for physical deterioration and all relevant forms of obsolescence and optimisation. 

The Code requires authorities to use the instant build approach to arrive at DRC in order to be consistent with the approach adopted in other parts of the public sector. The instant build method means that finance costs relating to site acquisition and building construction are excluded from the valuation. 
The DRC MEA valuation is based on the replacement of the current level of service or output, not necessarily the replacement of the actual building from which the service or output is currently being provided. In order to comply with VPS 3.7(l) of the International Valuation Reporting Standards, a statement is required explaining that because of the specialised nature of property, the value is estimated using a DRC method and is not based on the evidence of sales of similar assets in the market. Additionally a statement that the valuation is subject to the prospect and viability of the continued occupation and use must be included. If the valuer was readily able to identify that the asset has a higher value for an alternative use, this must be reported in accordance with UKVS 1.15.3(a) of the Red Book (UK), together with a statement that the value for alternative use takes no account of matters such as business closure or disruption and any associated costs that would be incurred.
3) APPLICATION OF THE VALUATION APPROACH

In order to ensure that this revised valuation approach is adopted the following process will be followed:-

1) Identify all of the buildings on the Park

2) Determine if the building is a function of the Park i.e. delivering a service or an additional facility in the park (Café, Community Centre etc)

3) Where the building is a function of the park it is to be valued on a cost  basis using the DRC MEA basis 

4) Where the building is not a function of the park and it is an additional facility it is a valued on an market basis 

5) For cost based assets determine the notional size of the building taking into account current service provision and service demand
6) Value the assets on the approaches determined applying the appropriate rates

7) Report the valuation for each building identified on the Park to ensure consistency from SAM to RAM

4) LAND AND BUILDING SPLIT

For the purpose of reporting it is assumed that the land upon which the asset resides is classified as a Community Asset and therefore is valued on a nil value basis. 
Where the valuation is on a cost basis, the land and building split will be 100% of the value to the building.

Where the valuation is on an income basis, the land and building split will be 100% of the value to the building.
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