Reval 2023 Licensed Premises proposed approach – June 2022		
Pubs - Receipts and Expenditure valuation
Approach for Reval 2020	
· Wet (Drink) & Dry (Food) Income separated
· Wet income  is taken at 5-8%
· Dry food (regardless of the threshold) is taken at 5%
· To ensure low food income generators are not penalised the initial two steps of weighting applies
· The first £40,000 of income is disregarded due to the lack of profitability 
· The next £40,000 of income is taken at 75%
· Recognises the difficulties in generating and maintaining food income
· Once the appropriate percentages are applied to wet & dry income – the combined amount equates to the NAV.
	FMT / Turnover
	Percentage rate to be applied

	
	Wet Sales (Drink)
	Dry Sales (Food)

	Below £250,000
	5%
	5%

	£250,001 - £500,000
	6%
	5%

	£500,001 - £750,000
	7%
	5%

	£750,001 and above
	8%
	5%



Proposed Approach for Reval 2023
The approach for Reval 2023 will be maintained but an additional step will be added.
Once the pre-covid FMT is estimated, a factor of 0.8 will be applied to it, reflecting within the 2023 NAV the impact of economic conditions at the Valuation Date and the predicted gradual return to pre-covid trading patterns.
The weighted approach to food will be maintained 
Once weighted for food the combined adopted/adjusted FMT for all income streams, will be multiplied by the percentages in the tables above. This will convert the FMT figures to an NAV.










For illustrative purposes only, the examples below use the same Fair Maintainable Trade for Reval 2020 and Reval 2023. 
The actual FMT adopted for Reval 2023 will be reviewed as part of the Revaluation process and may be higher or lower than that adopted for Reval 2020
Example A 
Reval 2020 Approach 
	Stream 
	FMT 
	Weighted 
	Adopt 

	On sales  
	485,000
	 
	485,000

	Food sales 
	485,000
	- 50,000
	435,000



Calculation of NAV 
	Adopt FMT 
	%
	NAV

	485,000
	0.06
	29,100

	435,000
	0.05
	21,750

	 
	 
	£50,850



Reval 2023 Approach 
	Stream 
	FMT 
	Reval 2023 adjustment
	Adj FMT 
	Weighted 
	adopt 

	On sales  
	485,000
	0.80
	388,000
	 
	388,000

	Food sales 
	485,000
	0.80
	388,000
	50,000
	338,000



Calculation of NAV 
	Adopt FMT 
	%
	NAV

	388,000
	0.06
	23,280

	338,000
	0.05
	16,900

	 
	 
	£40,180



Example B
Reval 2020 Approach  
	Stream 
	FMT 
	Weighted 
	Adopt 

	On sales  
	525,000
	 
	525,000

	Food sales 
	250,000
	50,000
	200,000



Calculation of NAV
	Adopt FMT 
	%
	NAV

	525,000
	0.07
	36,750

	200,000
	0.05
	10,000

	 
	 
	£46,750



Reval 2023 Approach 
	Stream 
	FMT 
	Reval 2023 adjustment
	Adj FMT 
	Weighted 
	adopt 

	On sales  
	525,000
	0.80
	420,000
	 
	420,000

	Food sales 
	250,000
	0.80
	200,000
	50,000
	150,000



Calculation of NAV 
	Adopt FMT 
	%
	NAV

	420,000
	0.06
	25,200

	150,000
	0.05
	7,500

	 
	 
	£32,700



Note the approach in this example sees the percentage multiplier for on sales changing from 7% (REVAL 2020) to 6% (REVAL 2023) due to adjustment in wet sales banding classification. This is to the benefit of the trader. 



















Hotels 
Reval 2020 Valuation Approach
· The approach for Hotels is also Receipts and Expenditure 
· The income streams comprise of 3 classifications

1. Accommodation
2. Drink
3. Food

· Once the Fair Maintainable Trade (FMT) is established for each income stream the following is applied as per table below;
[image: ]
· The combined amount equates to the NAV

Proposed Approach for Reval 2023
The existing approach will be maintained but an additional step will be added.
Once the pre-covid FMT is estimated a factor of 0.7 will be applied to it, reflecting within the 2023 NAV the impact of economic conditions at the Valuation Date and the predicted gradual return to pre-covid trading patterns.
Example – standard 3 star hotel
For illustrative purposes only, the example below uses the same Fair Maintainable Trade for Reval 2020 and Reval 2023. 
The actual FMT adopted for Reval 2023 will be reviewed as part of the Revaluation process and may be higher or lower than that adopted for Reval 2020.
Reval 2020 Approach
	Stream 
	FMT 
	Adopt 

	Accommodation  
	400,123
	400,000

	Drink 
	100,123
	100,000

	Food
	150,123
	150,000



Calculation of NAV
	Adopt FMT 
	%
	NAV

	400,000
	5.5
	22,000

	100,000
	5
	5,000

	150,000
	3.5
	5,250

	 
	 
	£32,250


Reval 2023 Approach 
	Stream 
	FMT 
	reduction
	Adj FMT 
	adopt 

	Accommodation  
	400,000
	0.70
	280,000
	280,000

	Drink 
	100,000
	0.70
	70,000
	70,000

	Food Sales
	150,000
	0.70
	105,000
	105,000



Calculation of NAV 
	Adopt FMT 
	%
	NAV

	280,000
	5.5
	15,400

	70,000
	5
	3,500

	105,000
	3.5
	3,675

	 
	 
	£22,400





















This document is the property of LPS and should not be reproduced without the express permission of LPS. LPS reserves the right to amend the proposed approach for licenced premises in advance of the publication of the new Valuation List should further market or other evidence become available.
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Classification/Star | Accommodation% | Drink% Food%
1 4.5-50 45-50 25-35
2 4.5-6.0 45-50 25-35
3 55-7.0 5.0-6.0 35-4.0
4 6.5-8.0 55-6.5 40-5.0
5 6.5-8.0 55-6.5 40-5.0
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FMT / Turnover  Percentage rate to be applied  

 Wet Sales (Drink)  Dry Sales (Food)  

Below £250,000  5%  5%  

£250,001  -   £500,000  6%  5%  

£500,001  -   £750,000  7%  5%  

£750,001 and above  8%  5%  

