RURAL CHARTERED SURVEYORS UPDATE

WELCOME

| am pleased to welcome you to our latest
newsletter and to congratulate my colleague
Camilla Smyllie on passing her professional exams
at the first attempt and being the 9th in our
unbroken line of people to do so. | am also
pleased to introduce you to two new members
of staff, Charlotte King and George Chapman.

[t would be easy to become rather down in the
current financial climate with every news report
bringing yet another update on the worsening
economic position. However, there are a good

many things that can be done not only to ensure
that current value is maintained or improved for
the future but also to take advantage of
opportunities that are available. We have articles
inside on reinvestment in assets that, for
landowning clients, could be a good deal easier
than for others.

We have planning articles that show very clearly
the potential of proposed systems to give with
one hand while taking away with another as a
result of the Taylor review and the expected
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introduction of the Community
Infrastructure Levy. With outside
influences on developers we look
forward to interesting times to
come on this front.

For agricultural landlords and tenants, a little
excitement has been caused by the most unlikely
of subjects — VAT! We will wait with interest to
see how our ability to review rents in future is
affected by VAT rate changes. m
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A CHANGING WORLD

Unfortunately, although Gordon Brown will no doubt wish he could wipe the slate clean as we move through 2009,
the credit crunch problems of last year are likely to have even deeper implications for the wider economy this year.

Prospects for residential and commercial
property for 2009 are largely negative and
even the RICS suggest further falls are to be

expected. However, the fundamental reasons

for owning land and property are perhaps
more sound now than they ever were.

We are increasingly seeing investments in
what were historically perceived to be
sound businesses and growing funds
looking pretty dismal. Add to this case of
the recent £50 billion hedge fund fraud
and FSA authorised banks being unable to
repay ordinary savers’ balances, and
suddenly banked cash and paper
investments are vanishing into thin air and
the rationale for owning a tangible asset
becomes increasingly strong.

Whilst cash looked like an attractive thing
to hold compared with a range of
residential and commercial property, the
pound has had such a devaluation relative
to the Euro and many other currencies and
such low interest on deposit cash looks
increasingly less attractive.
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However, there are still significant
opportunities and a changing world
should result in individuals thinking about
the assets they have and thinking about
whether they need to change the focus
or basis of those assets.

Diversification opportunities are still
abundant and probably greater than ever
and although the availability of funding is
limiting many businesses’ ability to expand,
most agricultural based businesses where
freehold land is owned have a substantial
advantage in having some equity against
which to fund alternative ventures. We are
actively involved in arranging funding and
finance for clients and still achieving good
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rates on the larger loans (and particularly
the 7 figure ones) but it is more important
than ever to get the application structured
so that the risk assessment made by the
bank takes into account the core business
and is not assessed purely against the
diversification project.

For those who have surplus cash and
wonder where a safe place might be to
put it, think about how you can add value
to your existing assets, whether it is
improving or altering buildings, purchasing
property, putting up that new grain store
you have always wanted or rationalising
the farm equipment in a joint venture with
a neighbour. m
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COMMUNITY INFRASTRUCTURE LEVY (CIL)

The final emergence towards the end of last year of the long awaited Planning Act 2008 has set in motion a number
of changes to the planning system. Perhaps most noteworthy is the legislative framework that the Act establishes for
the Community Infrastructure Levy (CIL) as this could have significant implications for landowners who have
aspirations to develop their land, including those with smaller sites with development potential.

The CIL is in effect a new charge which
Local Planning Authorities will be
empowered, but not required, to charge
on most types of development, with the
proceeds to be invested on infrastructure
to support the development of the area.
At present infrastructure costs are met by
Section 106 legal agreements, although
these are only normally imposed on major

developments. Indeed research has
indicated that only 14 per cent of
residential planning permissions and 7

per cent of those for offices contributed

to local infrastructure through planning
obligations and so the Government has
intervened with the aim of ‘unlocking
additional funding’ for infrastructure, which
has resulted in the introduction of the CIL.

The effect of this, which is
scheduled for the autumn of
this year, is that far more people
including land owners are likely
to be required to contribute to
infrastructure costs if they
choose to develop their land
than would be expected at the
present time. Invariably it will

not be the developers who foot the costs
as the CIL will fall on landowners, because
developers will negotiate a discounted
value for land at the time of purchase, to
offset their CIL liability.

At present it is the Government’s intention
that the amount at which the CIL will be
set will be determined when planning
permission becomes fully effective and
would be collected upon the
commencement of the development. This
would suggest that the charge is not
intended to be levied on developments
that received planning permission prior to
the introduction of the charge, although |
say this rather cautiously at this stage of
the process with further consultation due
to take place this coming Spring. m

Land Sale Update

Agricultural land prices rose by a net 16%
in 2008 but declined by 5% during the
second half of the year. It is likely that
values will continue to decline while the
economy cools. There is still however a
significant premium to be gained when
selling smaller parcels.

Recent Sworders sales have seen prices
agreed in excess of £13,000 an acre.
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We are still receiving enquires for this type
of property and especially for smaller blocks
so, if this is of interest to you, please
contact us to discuss your options. m

New Joiners

George Chapman has an MSc
in Rural Estate Management
from the Royal Agricultural
College, and worked as a
Rural Surveyor for the National Trust until
joining Sworders in December 2008.
George is due to qualify as a Chartered
Surveyor in 2009.

Charlotte King joined
Sworders in September
2008 as a trainee CAD
Technician following the
successful completion of a Degree in
Interior Architecture from Oxford
Brookes University. m
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FARMLAND — To buy or not to buy

- that IS the queStlon| (with apologies to Hamlet!)

Some of our competitors are being particularly bullish about land values for 2009. | have to say | am not
convinced that the heady heights of £6,000-£7,000 per acre will be repeated as often as they were last summer
but good blocks of land where there are competing neighbours will always achieve a premium.

The concern for some is whether land
values will be as volatile as they have on
occasions proved to be in the past. Those
who acquired land at the peak of the mid
80s at £2,500/acre, only to find that by the
early 90s it was worth £1,200/acre, know
all about the volatility of land values. Some
are predicting land values coming back
down to the range of £3,000-4,000/acre
and | think for some parcels in parts of
the country where there are limited
diversification and other opportunities,
that prediction may be justified.

However, in and around centres of high
population land is likely to always be
sought after and we rarely get instructions
on blocks of bare land that do not have

some “angle” that creates the opportunity
for obtaining a premium price.

I think the old adage that you might only
get a chance to buy the land you want
once in your lifetime remains as true
today as ever and therefore if you do get
the opportunity of a neighbouring farm or
block of land, even if you think values
may decline further, you have to judge
the opportunity over the life of the
purchase, rather than hoping that it might
be cheaper next year. Unless you are
prepared to travel to land, it is no good
applying the same criteria that you might
apply to stocks and shares where, if you
think they are going to be worth less
tomorrow, you just delay your purchase.

Equally, for those who do not have the
funds to acquire or would be taking a
significant risk on borrowing (and giving
themselves a higher rent equivalent than
might be affordable in a sustained
downturn), deferring a purchase or
perhaps buying a smaller block than you
might have liked, may be prudent.

Also bear in mind that if you want to
acquire land, there is never any harm

in having a discrete word with neighbours
as you might be surprised by the number
of private land transactions that were
completed in 2008 and certainly, as a firm,
we were involved in far more private deals
than public ones. m

Changes to the VAT rate
on AHA rent reviews

The recent reduction of the VAT rate to 15%
may have made a minor reduction in your
weekly shopping, however if you are the
landlord of an Agricultural Holdings Act
1986 tenancy this will have a much greater
effect on your ability to review the rent of
the tenancy.

This is only the case if you have opted to tax
on the rent; therefore not all AHA tenancies
will be affected. The change to the VAT rate
has altered the rent due when the option to
tax has been adopted; this acts as a rent
review and triggers the AHA clause which

prevents rent to be reviewed more than
once in three years. Therefore if you have
opted to tax, a three year freeze on
reviewing the rent has been put into effect.

This situation is further exacerbated by the
Chancellor stating an intention to increase the
VAT rate in January 2010, therefore extending
to the rent review freeze until 2013.

The option to tax cannot be revoked
unless by election after 20 years or within
the first 6 months of opting to tax (a
‘cooling off period’). m

Sworders 100%
Success Rate
Continues Further

We are delighted to announce that
Camilla Smyllie has successfully passed
her Assessment of Professional
Competence with the RICS to become a
Chartered Surveyor at her first attempt.

Camilla joined Sworders in 2006 as a
graduate having completed a Masters
degree in Rural Estate Management
at the Royal Agricultural College,
Cirencester. Camilla did her first
degree at Bristol in Equine Science
and remains a keen rider. m
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