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1 INTRODUCTION 

1.1 GL Hearn has been instructed by the London Borough of Lewisham to undertake a viability 

assessment in respect of a proposed development at Conington Road, Lewisham, for which a 

planning application has been submitted by the Meyer Homes (the Applicant). 

1.2 The subject property comprises 218 car parking spaces and a cleared hardstanding area to the 

north west of the Tesco petrol station. The site comprises a total of 0.9826 hectares (2.42 acres).  

1.3 The site is situated on Conington Road to the north and is circa 0.2 miles to the north of Lewisham 

railway station and within a circa 10 minute walk from Lewisham Retail Park.   

1.4 James R Brown and Company Ltd (JRB) is the lead author of the Financial Viability Assessment 

(FVA) but they have relied on a number of sources of third party advice. Specifically the following 

information has been incorporated in their assessment:- 

 EPR Architects - Architects 

 Stace - Budget estimate 

The Application Scheme 

1.5 Planning permission is sought by the Applicant for the following; 

“Construction of three buildings 34 storeys, 14 storeys and 9 storeys to provide 365 residential units, 

commercial spaces, public realm and landscaping, car parking and cycle parking” 

1.6 The Applicant is proposing to provide three blocks containing 367 units and 5,592 sq ft commercial 

accommodation and public realm.  

1.7 JRB has tested a number of development scenarios which we detail below; 

 Scenario 1 - 34.72% affordable housing by habitable room comprising a mix of 60:40 affordable 
rent and shared ownership. The affordable rent is geared to gross household income of up to 
£35,000 per annum and the shared ownership is geared to a gross household income of up to 
£75,000 per annum. The remaining part of the scheme is assumed to be private residential.  

 Scenario 2 - The same affordable housing content as Scenario 1 but the non affordable housing 
is split between private residential (Block B1) and PRS (Block B3). 

 Scenario 3 - 12.5% affordable housing by habitable room with the same mix and affordability 
criteria as Scenario 1. The remaining part of the scheme is assumed to be private residential. 

 Scenario 4 - The same affordable housing content as Scenario 3 but the non affordable housing 
is split between private residential (Block B1) and PRS (Block B2). 

 Scenario 5 - 12.5% affordable housing by habitable room comprising a mix of 50:50 shared 
ownership and London living rent. The shared ownership is geared to gross household income 
of £75,000. The remaining part of the scheme is assumed to be private residential.  
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 Scenario 6 - The same affordable housing content as Scenario 5 but the non affordable housing 
is split between private residential (Block 1) and PRS (Block 2). 

1.8 JRB has indicated that of the assumed schemes only Scenario 5 results in a positive land value. 

This scenario comprises a 12.5% affordable housing content split 50:50 with shared ownership and 

London living rent and results in a residual land value of £2,462,996 based on their assumptions 

and viability modelling. 

1.9 Although the Scenario 5 results in a positive residual land value, when this is compared to JRB's 

opinion of the sites benchmark land value of £4.1m, there is an overall project deficit of circa 

£1.64m. 

1.10 Despite the overall project deficit indicated, JRB has indicated that the Applicant is committed to 

bring forward the development on the basis of Scenario 5. 
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2 GENERAL METHODOLOGY 

2.1 GL Hearn’s review of the FVA has had regard to the RICS Guidance Note “Financial Viability in 

Planning”. 

2.2 We do not take issue with the overarching methodology used by JRB within their assessment.  

They have: 

 Assessed the realisable value of the proposed scheme; 

 Assessed the costs associated with delivering the scheme; 

 Assessed a Benchmark Land Value (based on the EUV) 

 Undertaken a residual appraisal to calculate the residual land value which is compared against 
the Benchmark Land Value to establish whether the scheme is viable or not assuming the 
current level of planning obligations.  

2.3 JRB has used the Argus Developer appraisal programme to assess the viability of the development. 

This is a commercially available, widely used software package for the purposes of financial viability 

assessments. The methodology underpinning viability appraisals is the Residual Method of 

Valuation, commonly used for valuing development opportunities. Firstly, the gross value of the 

completed development is assessed and the total cost of the development is deducted from this.  

2.4 The approach adopted by JRB has been to adopt a number of assumptions in relation to the 

proposed scheme which produces the residual land value. With this approach, if the residual land 

value is lower than the benchmark land value, then the scheme is deemed to be unviable and is 

therefore unlikely to come forward for development unless the level of affordable housing and/or 

planning obligations can be reduced.  

2.5 In this case JRB has considered the Benchmark Land Value on a number of bases including the 

existing use value of the car park on the basis of an assumed 268 car parking spaces, its value as 

open storage, both to which a land owner’s premium has been applied, its value on the basis of an 

assumed development as an alternative use value and in considering land transactions before 

arriving at an assumed Benchmark Land Value of £4,100,000. 

2.6 In respect of the proposed scheme JRB has modelled a number of scenarios of which Scenario 5 is 

the only development scenario which produces a positive land value of £2,462,996 and despite the 

deficit indicated when compared to the assumed BLV of £4,100,000 we understand the Applicant is 

prepared to bring forward the development. Based on the above James Brown has considered that 

the scheme cannot support further on-site affordable housing or payment in lieu of affordable 

housing. 

2.7 Given that the calculations are being made well in advance of commencement of the development, 

the figures used in the applicant’s appraisal can only be recognised as a projection.  As such, it is 
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essential that all assumptions are carefully scrutinised by the Council to ensure that they reflect 

current market conditions and have not been unreasonably depressed in respect of the value or 

overestimated in respect of the development costs. 

2.8 GL Hearn’s approach has been to critically examine all of the assumptions on which the JRB 

appraisal is based.  

2.9 It is also important to carefully scrutinise the applicant’s methodology.  In particular the measure of 

benchmark land value has a fundamental effect on the viability equation. 
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3 CRITIQUE OF BENCHMARK LAND VALUE 

3.1 Determining an appropriate Benchmark Land Value is often the most important factor in 

determining viability. Put simply, if the value generated by the development does not produce a 

positive figure, there is no financial incentive to bring forward the development with all its associated 

risk.  

3.2 Arriving at an appropriate BLV is not a straightforward exercise and this is acknowledged at 3.4.6 of 

the RICS Guidance Note which states that: 

“The assessment of Site Value in these circumstances is not straightforward, but it will be, by 
definition, at a level at which a landowner would be willing to sell which is recognised by the 
NPPF.” 

3.3 In arriving at an appropriate BLV regard should be had to existing use value, alternative use value, 

market/transactional evidence (including the property itself if that has recently been subject to a 

disposal/acquisition), and all material considerations including planning policy. Existing Use Value is 

widely used in establishing Benchmark land value and is supported in the latest mayoral SPD and 

by the London Assembly Planning Committee. 

Summary of Applicants Position 

3.4 JRB has put forward a BLV of £4,100,000 having considered a number of valuation bases to 

include existing use value (EUV), alternative use value (AUV) and development land transactions. 

The subject site comprises an existing car park comprising 218 car parking spaces and a cleared 

hard standing area which we are informed could provide a further 50 car parking spaces resulting in 

a total of 268 car parking spaces.  

3.5 JRB has first considered the value of the car parking spaces on the basis of existing use and has 

provided a number of car park transactions. James Brown has stated that most of the car parks are 

leased and the price achieved on a per space basis is dependent on the lessee covenant strength. 

Having considered the comparable evidence they have applied a figure of £10,000 per space to the 

assumed 268 spaces resulting in an EUV of £2,680,000.  

3.6 Having undertaken a site inspection we would comment that whilst we consider the site to the north 

west of the petrol station is capable of accommodating 50 spaces, there is a significant amount of 

remedial works required to make the site fit for purpose as a car park.  

3.7 We have taken advice from our QS Johnson Associates who consider that the site would require 

£199,539 spent in order for the site to be suitable for use as car parking. A breakdown of the 

assumed costs can be found in Appendix A. 
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3.8 Applying the above cost to the assumed EUV of £2,680,000 results in a value of £2,480,461. 

3.9 JRB has also considered the value of the site on the basis of open storage and has applied a rent 

of £2psf to the site area which has been capitalised at 7% arriving at a figure of £2,730,000. We 

would comment that the site would incur costs to safeguard the site and in clearing the hard 

standing area to facilitate use as storage.  

3.10 James Brown has also considered the site value on the basis of Alternative Use Value. They have 

provided two transactions on Thurston Road, SE13 and Trafalgar Road, SE10 for a 410 student 

unit scheme and a mixed use development respectively. In addition, in the attempt to justify the 

adopted premium they have provided a further three development land transactions. We would 

comment that analysis of gross land prices for potential development sites is not especially 

scientific given that no two sites are the same. Each site will have different characteristics and 

planning potential which lead to differing levels of value even within close proximity to one another.  

3.11 The three development transactions demonstrate a wide value range on a per acre basis of 

£4.025m - £15.2m. Given the lack of information surrounding these transactions and the fact that 

Existing Use Value is now widely recognised as the appropriate methodology used in establishing 

Benchmark Land Value, which is supported in the latest mayoral SPD and by the London Assembly 

Planning Committee, we have considered the site value on the basis of existing use. 

3.12 Given the broadly similar value arrived at in considering the value of the site on the basis as open 

storage and car parking, we have considered the value of the site on the basis as a car park. We 

have accepted JRB’s valuation methodology of £10,000 per space and after allowing for costs 

arrive at an EUV of £2,480,461.  

3.13 JRB has applied a 50% premium to incentivise the landowner to release the land for development. 

It is not uncommon for a premium to be attached to the EUV by way of a landowner’s incentive to 

bring forward development. The RICS Financial Planning in Viability (1st Edition) guidance which 

states that a premium is usually between 10% and 40%. We therefore consider the applied 

premium of 50% to be excessive in this case. For the purposes of our modelling we have applied 

the mid-point of this range (20%). 

3.14 We are therefore of the opinion that the BLV of the site is £2,976,553. This demonstrates a 

reduction of £1,123,447 when compared to the position assumed by the Applicant.  

3.15 For the purposes of our modelling we have adopted £2,975,000 for our assumed Benchmark Land 

Value.   
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4 ASSESSMENT OF APPLICATION SCHEME INPUTS 

4.1 The following section critically reviews the proposed scheme and the assumptions adopted in the 

applicant’s FVA. 

Residential Value Assumptions 

4.2 The proposed scheme includes a total of 367 residential units, 176 x one bed units, 180 x two bed 

units and 11 x three bedroom units situated within three separate blocks. Within the preferred 

Scenario 5 the private accommodation is located within Blocks 1 and 2 and the affordable 

accommodation is situated within Block 3.    

4.3 The private units have been priced on an individual basis by JRB which has produced an overall 

blended rate of £699psf for Block 1 and £708psf for Block 2 which has then been applied in the 

appraisal. The pricing of the private units demonstrates a range from £643psf to £798psf. In respect 

of the affordable housing the London living rented units have been valued at £270psf and the 

shared ownership units have been valued at £300psf. Limited evidence has been provided by JRB 

to justify the applied values. We detail the summary pricing of the units below; 

Block Beds Units 
Value 

£ 

Value 

£ / psf 

Block 1 1 63 
£104,448,000 £699.15 Block 1 2 112 

Block 1 3 8 
Block 2 1 95 

£61,995,000 £708.26 
Block 2 2 45 
Block 3 1 18 

£8,982,873 £285.49 Block 3 2 23 
Block 3 3 3 

     

4.4 We have reviewed the comparable evidence provided by JRB and undertaken our own research in 

order to verify the pricing assumptions adopted. Before commenting on the specific comparable 

evidence we briefly set out an overview of the residential market for context. 

Residential Market Overview 

4.5 House prices have continued to grow at strong level since Autumn 2013 but there are signs that this 

continued rate of growth is beginning to ease. The Land Registry House Price Index (HPI) reported 

in February 2017 that the annual rate of growth of house prices in the UK was 5.8%, and the 

monthly rate of change was 0.6%. Lewisham recorded annual house price growth of 4.1% for the 

year to February 2017 with an average house price of £413,418. 
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4.6 Nationwide’s April 2017 press release reports that house prices decreased by -0.4% month on 

month in April. They note that annual house price growth has also dropped to 2.6%, compared with 

3.5% in March. However they comment that “it is too early to conclude whether the slowdown in 

house price growth is merely a blip, a reflection of the impact of the squeeze on household budgets, 

or is due to mounting affordability pressures in key areas of the country. Given the ongoing 

uncertainties around the UK’s future trading arrangements and the upcoming election, the 

economic outlook is unusually uncertain, and housing market trends will depend crucially on 

developments in the wider economy”. 

4.7 Halifax’s latest House Price Index Commentary reports that house prices in the three months to 

April 2017 were 3.8% higher than in the same three months a year earlier. The monthly change was 

-0.1% against a quarterly change of -0.2%. They comment that “House prices have stagnated over 

the past three months. Overall, prices in the three months to April were marginally lower than in the 

preceding three months; the first quarterly decline since November 2012. The annual rate of growth 

remained at 3.8% in April, the lowest rate since May 2013. “Housing demand appears to have been 

curbed in recent months due to the deterioration in housing affordability caused by a sustained 

period of rapid house price growth during 2014-16. Signs of a decline in the pace of job creation, 

and the beginnings of a squeeze on households’ finances as a result of increasing inflation, may 

also be constraining the demand for homes. “Continuing very low mortgage rates, together with an 

ongoing acute shortage of properties for sale, should nonetheless underpin house prices over the 

coming months.” 

4.8 The slowing down of the residential market has been largely as a result of the decision to leave the 

European Union (Brexit) in June 2016, with the uncertainty surrounding the form and nature of the 

UK trading position with Europe and the rest of the World. The triggering of Article 50 and the 

presidency of Donald Trump in the USA has increased the uncertainty to global stock markets 

generally. In the UK, plc housebuilders have recovered from initial falls in share prices following the 

referendum result, with several of them reporting increased profits and robust underlying demand in 

the market. 

4.9 In addition to the economic climate uncertainties there have been a number of government 

interventions to help cool the market and try and support a greater level of home ownership.   The 

first action taken by the Chancellor was to announce tax relief changes for Buy-to-Let (BTL) 

landlords which came in to force in April 2017.  Previously, BTL investors had been able to claim 

tax relief on their mortgage interest payments at their marginal rate of tax, allowing higher rate tax 

payers to receive a 40% relief and top-rate taxpayers 45%.  The changes ensure the tax relief set at 

a flat rate of 20% resulting in the higher and top rate tax payers receiving a significantly lower level 

of profit from the letting of property. The consequence of this has been many mortgage lenders 
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tightening their lending criteria, increasing the required level of rent cover over mortgage 

payments from 125% to 145% for BTL investments. 

4.10 This is likely to temper demand somewhat for development sites but, with the structural shortfall in 

supply in the south-east housing market resulting in significant demand, the underlying economics 

of residential development are still strong and we expect that there will continue to be strong 

demand for residential development opportunities in the borough.  

4.11 Lewisham continues to be a popular destination for home buyers benefiting from good transport 

links, attractive housing stock and also being recognised as one of the more affordable inner 

London boroughs. Developer demand for sites is strong as illustrated by the number of schemes 

being delivered across the whole of the borough.  

4.12 Local agents and Developer’s sales teams are reporting that sales rates are still good, albeit down 

on the levels experienced in 2015 with part of this blamed on the EU referendum causing a level of 

uncertainty resulting in buyers waiting before they invest.  

4.13 As referred to above the proposed scheme includes 176 x one bed units, 180 x two bed units and 

11 x three bedroom units situated within three separate blocks totalling 323 private residential units,  

22 x London living rented units and 22 x shared ownership units. James Brown has provided limited 

comparable evidence in the surrounding area to inform their pricing schedule of the proposed 

private units. 

4.14 The pricing of the private units applied by JRB arrives at an average blended private sales figure of 

£699psf and £708psf for Blocks 1 and 2 based on the individual prices for the 323 private units. The 

applied values demonstrate a range from £643psf to £798psf.  

4.15 We detail below the evidence which we consider to be relevant transactional evidence of new build 

properties in the locality; 

4.16 The Timberyard, Deptford, SE8 - is a mixed-use development located on the junction of Evelyn 

Street and Oxestalls Road and is situated immediately east of Deptford Park. The development is 

located 2 miles to the north west of the subject site. The development consists of 1,132 units which 

comprises 1, 2, 3 and 4 bedroom flats. Of this, 943 units are private and 189 units intermediate. The 

development is currently in its 1st (of 6) phase of construction which is due to deliver 586 new 

homes in summer/autumn of 2019. The first phase will comprise 175 units, 80 of those have been 

sold to date. Although the site sales team were unable to confirm sales data, we are informed that 

asking prices are being achieved as a minimum. We detail below a number of units available on the 

market; 
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No. of 
Beds 

Floor Asking Price Sq ft £ psf 

1 3 £470,000 704 £667 

1 2 £465,000 704 £660 

1 2 £470,000 678 £693 

2 9 £447,500 620 £722 

2 2 £590,000 829 £712 

2 2 £520,000 784 £663 

2 
Gr Fl 

(Duplex) 
£565, 000 875 £646 

2 6 £595,000 840 £708 

2 3 £615,000 948 £649 

2 5 £607,000 913 £664 

2 
Gr Fl 

(Duplex) 
£560,000 854 £655 

3 
Gr Fl 

(Duplex) 
£647,000 1044 £620 

3 2 £670,000 1011 £663 

3 7 £711,000 1072 £663 

4.17 The above schedule demonstrates sales values ranging from between £620psf - £722psf. As 

before, we would comment that the scheme is circa 2 miles to the north west of the subject site and 

further consideration should be had to other schemes in the immediate locality.   

4.18 Lewisham Gateway, Lewisham - is a large redevelopment located to the south of Lewisham Rail 

and DLR Station. The scheme will comprise a number of new blocks, with phase 1 (the Portrait 

development) comprising two blocks located around Confluence Place measuring 25 and 15 

storeys in height respectively and providing a total of 193 residential units (comprising 18 studios, 

97 one bedroom, 74 two bedroom and 4 three bedroom units). 

4.19 The agent confirmed that all of the 125 units in the Portrait 1 development have now sold. Portrait 2 

development will open in June 2017. We detail below a number of recent sales and a couple of 

units which are now appearing on the market as re-sales;-  

No. of Beds Floor Price 
Floor area  

(sq ft) 
£ / psf 

2 14 STC - £549,000 772 £711 

1 9 On Mkt - £320,000 416 £769 
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1 14 On Mkt - £345,000 553 £624 

1 6 
STC Feb 17 - 

£360,000 
545 £661 

1 1 
STC Feb 17 - 

£345,000 
545 £633 

1 7 STC - £310,000 417 £743 

1 8 On Mkt - £330,000 417 £791 

1 19 STC - £359,000 592 £606 

2 24 On Mkt - £625,000 
759 

(Penthouse) 
£825 

2 24 On Mkt - £625,000 
778  

(Penthouse) 
£803 

4.20 We would consider the above units to be comparable with the subject units with broadly similar unit 

sizes with the exception of the smaller one bedroom units.  

4.21 Renaissance, Lewisham - is a large new Barratt development located opposite Lewisham Station. 

The development comprises 788 residential units, 602 of which are for private sale. The 

development launched in Q1 2011 and sold out in Q1 2016. The latest sales at the development 

averaged £775 per sq ft. This rate is high as the units are undersized when compared to other new 

developments in Lewisham. We detail a number of recent sales and available units within the 

development in the table below; 

Block No. of Beds Floor Price 
Floor area 

(sq ft) 
£ / psf 

Venice Corte 2 4 U/O - £430,000 700 £614 

Venice Corte 2 8 U/O - £400,000 628 £636 

Roma Corte 1 6 
On Mkt - 
£365,000 

479 £762 

Roma Corte 1 7 STC - £340,000 499 £681 

The Tower 2 19 
On Mkt - 
£560,000 

721 
(Penthouse) 

£777 

The Tower 2 19 
On Mkt - 
£550,000 

721 
(Penthouse) 

£762 

4.22 Central Park, Lewisham Road - Central Park is a large phased re-development of the Heathside 

and Lethbridge Housing Estates by Family Mosaic which will create 1,192 units. The estate is 

located to the south of Blackheath Hill and east of Lewisham Road. The housing estate currently 

comprises 595 flats and maisonettes in a number of blocks dating from the 1950s and 1960s.  The 

development has nearly completed phase 3 (of 7) with residents moving in during June 2017. 

4.23 We detail below a number of sales in the table below;  
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No. of Beds Floor Asking Price 
Floor area 

(sq ft) 
£ / psf 

1 2 £365,000 
(March 2017) 

594 £614 

1 13 £375,000 
(March 2017) 

594 £631 

1 8 £325,000 
(exchanged April 17) 

538 £604 

2 6 £436,000 
(March 2017) 

685 £637 

2 4 £440,000 
(Jan 2017) 

711 £619 

2 12 £480,000 
(exchanged April 17) 

690 £696 

Summary and Conclusions 

4.24 Having considered the evidence detailed above and the comparables provided by JRB we are of 

the opinion that the pricing of the private units is marginally below the market evidence. We 

consider the proposed units at the subject site would achieve slightly improved sales values when 

considering the site characteristics and proximity to transport links. 

4.25 JRB has referred to the conversion of the Tower Loft Apartments on Lewisham High Street. We are 

of the opinion that the proposed development at the subject property is superior to this development 

given the new build quality. JRB reported that the average asking price in 2016 for these 33 units 

was £728psf. The Land Registry reports annual price growth in Lewisham from February 2017 to be 

4.1%.  

4.26 GL Hearn has also recently undertaken a financial viability assessment of a similar sized scheme in 

very close proximity to the subject site where the applicant was proposing an average blended 

value of £726psf in respect of the private units. We consider the proposed scheme to be very 

comparable and having considered the evidence in the locality we are of the opinion that a blended 

value of £725psf is appropriate.  

4.27 For the purposes of our modelling we have adopted an overall sales value rate of £725psf. 

Affordable Housing 

4.28 Within the preferred development Scenario 5, the Applicant has proposed a 12% (number of units) 

on-site affordable housing contribution of which is split 50:50 between London living rented units 

and shared ownership units.  The London living rented units have been valued adopting an overall 

blended figure of £270psf and the shared ownership units have been valued applying a blended 

value rate of £300psf. 



June 2017 
Viability Assessment, for, London Borough of Lewisham  

 
 
 
GL Hearn Page 16 of 30
J:\Planning\Job Files\J037866 - Conington Rd Viability Ass\Reports\Conington Road - Update Final Report - Nov 17.docx 

4.29 GL Hearn’s affordable housing team has reviewed the assumptions in respect of the above and 

considers the shared ownership values to be significantly lower than what is being achieved in the 

market. We have adopted £450psf in respect of these units for the purposes of our modelling. 

4.30 It is difficult to be certain about the market value for LLR units as they are yet to come forward and 

there is no evidence of provision to date. We understand from the Mayor of London’s Affordable 

Homes Programme 2016-21, LLR will comprise an intermediate product, and we understand that 

they should be let at the appropriate LLR for up to 10 years.  From year 10 onwards, the units will 

be expected to provide shared ownership accommodation.  We would therefore expect the units to 

command a value between the figures arrived at from using a rent based cashflow, and a shared 

ownership cashflow.  

4.31 JRB appears to have valued the LLR units on the basis of a 10% reduction to the applied shared 

ownership values. In keeping with this methodology we have also applied a 10% reduction to the 

proposed units and adopted £405psf for the purposes of our modelling.  

4.32 In respect of the affordable accommodation we would recommend that the values adopted are 

market tested with RP’s given they are below what is typically been seen in the Lewisham area. For 

the purposes of our modelling we have adopted £450psf in respect of the Shared Ownership units 

which is consistent with the values adopted in the surrounding area and £405psf in respect of the 

LLR units. 

Residential Ground Rents 

4.33 JRB has assumed a total of £2,150,000 in respect of the capitalised value of the ground rents. We 

have not been provided with rental and yield assumptions adopted in arriving at this figure and have 

therefore adopted ground rental income of £350 per annum in respect of the one bedroom units, 

£400 for the two bedroom units and £450 for the three bedroom units for the purposes of our 

modelling. This income has been capitalised at 4.5% which is typical for the market. We consider 

the assumptions reasonable and to reflect market levels.  

Office Value Assumptions 

4.34 The proposed development also includes 5,952 sq ft of office accommodation. JRB has applied a 

rent of £20psf which has been capitalised at a rate of 6.5%. They have also assumed a void and 

rent free period of 12 months. JRB has provided one rental comparable and two sales transactions 

of vacant offices to inform their assumptions which provide a gross value of £1,719,610 in respect 

of the proposed accommodation equating to £289psf.  
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4.35 Before commenting further on the assumptions detailed above we have considered the local office 

market.  

Office Market Overview 

4.36 The Greater London office market had a good year with take up 6% above the long term average of 

3.6m sqft but 8% below 2015’s total. The western sector of the region witnessed the highest level of 

take up accounting for 1.8m sqft equating to 47% of overall south east region. 84% of deals in the 

region were less than 20,000 sq ft highlighting that the market primarily exists of local retailers. 

Some areas are benefiting from the trend of business decentralisation as they look to save costs 

further out from central London. Since 2015 Grade A space in the region has increased 69% as 

developers respond to the lack of A grade space. Grade b and C offices have continued to be 

converted into alternative use which keeps a strain on supply.  

4.37 Lewisham has a limited supply of office space whilst a number of new build residential schemes are 

providing office space (as well as retail) within the development mix. Lewisham benefits from fast 

access to the City and Canary Wharf via the DLR and the majority of take-up is from smaller firms 

who are priced out of the prime London markets.  

4.38 As stated above, JRB has applied an overall rent of £20psf which has been capitalised at a rate of 

6.5% based on the three comparable transactions provided. They have also assumed a 12 month 

rent free and void period. The three comparables provided by James Brown are circa 2-3 miles to 

the south of the subject site and we therefore do not consider them not to provide a particularly 

good basis for comparison to the subject accommodation. We have therefore undertaken our own 

research to verify the assumptions applied by JRB.     

Rental Evidence 

4.39 We detail below the rental evidence in the locality; 

Address 
Size 
Sq ft 

Rent £/psf Comments/lease terms 

Unit 1 Arden 
House, 54 

Thurston Road, 
SE13 7SD 

990 
£18,000 

(Achieved) 
£18.18 

5 yr term with Rent review and tenant 
break option in 3rd yr. No rent free period. 

Lease start 26/08/16 
Relatively new build – completed Dec 

2014 

13 Tarves Way, 
SE10 9JP 

1078 
£24,000 

(Achieved, 
2017) 

£22.26 

FRI Lease, 10 yr term, Break at 5th yr. 
Adjacent to Greenwich station – further 

from Conington Road 
Grade B 

Rushey Green, 
SE6 

1087 
£19,022 
(Asking) 

£17.50 
The property is further south and is closer 

to Catford. 
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83-85 Lewisham 
High Street 

766 
£15,000 
(Asking) 

£19.58 Poor spec of offices 

4.40 Having considered the above, we are of the opinion that the applied £20psf is reflective of the 

market. 

Yield Evidence 

4.41 We detail a number of sales in the table below; 

Address 
Size 
Sq ft 

Sale Price Yield Comments/lease terms 

8-12 Lee High 
Road, SE14 

5LQ 

Total 6,491 
3,502 Office 
2,989 Retail 

£2,200,000 
(Feb 2017) 

6.1% 
Slightly dated building in the centre of 
Lewisham close to Connington Road. 

Includes retail space. 
Unit E1 Roma 

Corte, 
Renassiance, 
Loampit Vale 

SE13 7DJ 

1644 
£450,000 

(Jan 2017) 
5.5% 

New build office space in a similar 
development scheme as proposed by the 

applicant. Within close proximity to 
Connington Road. 

999 year lease 

Unit 3,  54 
Thurston Road, 

SE13 7GT 
807 

£180,000 
(Oct 2016) 

9% 
250 year lease. 

Close to Connington Road. 
Asking rent at time of sale was £20.20 psf 

Unit 2,  54 
Thurston Road, 

SE13 7GT 
738 

£167,000 
(Nov 2016) 

8.9% 
250 year lease. 

Close to Connington Road. 
Asking rent at time of sale was £20.20 psf 

4.42 Having considered the above evidence we are of the opinion that the Lee High Road and 

Renaissance transactions provide very good comparable evidence in respect of an appropriate 

yield. We have therefore applied a yield of 6.5% in respect of the proposed office accommodation at 

the subject property.   

4.43 For the purposes of our modelling we have therefore applied a rent of £20psf capitalised at a yield 

of 6.5% whilst also allowing for a 12 month void/rent free period.  

Cost Assumptions 

Build Costs 

4.44 A Budget Cost Estimate was prepared by Stace to inform the viability assessment.  GL Hearn has 

sub instructed quantity surveyors Johnson Associates (JA) to review this on behalf of the Council. 

The cost estimate for the proposed scheme assumes a total build cost of £109,496,100. For ease of 

reference a summary of costs for the proposed scheme is set out in the table below:- 
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Summary of costs 
Proposed £ 

(% of Total Costs) 

Preliminaries  £15,863,100 (19.22%) 

Overheads and Profit £5,902,800 (6%) 

Design & Construction Contingency £5,214,000 (5%) 

Demolition £521,400 

Externals £3,376,500 

Facilitating Works £585,800 

Substructure £6,013,700 

Superstructure £51,369,600 

Services £20,649,100 

TOTAL £109,496,100 

4.45 A line by line review of the Applicant’s cost plan has been undertaken by Johnson Associates, 

which can be found at Appendix A.  

4.46 This concludes that the costplan presented by the applicant is excessive and that the original 

development proposals should be deliverable at a price of £106,426,200. This represents an overall 

reduction in the order of £3,069,900, i.e. approximately 2.8%. 

4.47 Accordingly in our own appraisal we have adopted the reduced Johnson Associates total build cost 

figure of £106,426,200 for the purposes of our modelling.  

4.48 In addition a cost of £1,500,000 has also been assumed for the costs of enhancing the 

Ravensbourne River. No evidence has been provided as to how this is made up. It is also stated in 

the FVA that it is expected that the GLA and/or LB Lewisham will add to this. Whilst we have 

adopted this cost for the purposes of our modelling we would recommend that a detailed 

breakdown is provided to enable a full review.  

Professional Fees 

4.49 JRB has assumed professional fees of 10% of construction costs which totals £10,949,567. We 

would usually expect professional fees to be in the order of between 8-10% and therefore consider 

the allowance adopted to be line with market evidence. For the purposes of our modelling we have 

adopted an allowance of 10%. 

Marketing and Transactional fees 

4.50 The following allowances have been made in JRB development appraisal: 
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 Marketing  Fee - 1.25% (Private & Affordable Units) 

 Sale Agent Fee - 1.5% (Private & Affordable  Units, Commercial, Ground Rents, Purchaser 
Costs) 

 Sale Legal Fee - £450,000 

 Letting Agent Fee - 10% (Commercial) 

 Letting Legal Fee - £5,000 

 Purchaser Costs - 5.8% (Commercial) 

4.51 We do not take any issue with the allowances detailed above. However it would appear that JRB 

has assumed purchaser costs are applied to sales agent fees which we consider is double counting 

and have therefore removed this.  

Finance Costs  

4.52 Finance costs have been assumed at 6.75% debit rate. We consider this assumption to be 

reasonable and in line with market levels and have adopted it for the purposes of our modelling.  

4.53 Also included within the appraisal is a development finance facility fee of 1.5% which has been 

applied in respect of disposal fees, lettings fees, acquisition costs and construction costs which 

amounts to a total of £2,007,714.  

4.54 We do not consider this to be justified and given the finance cost of 6.75% already allowed for, it is 

our opinion that the facility fee would be captured within this 6.75% allowance and we therefore 

consider that this is double counting. For the purposes of our modelling we have removed element 

within our appraisal.  

CIL 

4.55 Within the proposed scheme JRB has applied an allowance for CIL costs of £4,600,000. In respect 

of Lewisham CIL we note that the site is situated in Zone 2 which charges £70psm for net additional 

residential accommodation. With regard to Mayoral CIL, the site is situated in zone 2 which 

assumes a cost of £35psm to all use classes. 

4.56 No evidence has been provided to enable us to interrogate this figure so for the purposes of our 

modelling have assumed that this is the correct apportionment. Ideally further information should be 

provided by the applicant in this respect to enable verification. Upon an initial assessment the cost 

allowed seems higher than expected. However we would recommend that the CIL calculations are 

provided to the Council’s CIL Officer to a full review.  
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Developer’s Profit 

4.57 JRB has adopted a developer’s profit of 22.5% of Gross Development Cost which equates to a 

blended profit on Gross Development Value of 18.36%. 

4.58 We would comment that the appropriate level of developer profit will vary from scheme to scheme. 

Developer’s profit margin is determined by a range of factors including property market conditions, 

individual characteristics of the scheme, comparable schemes and the development’s risk profile. 

The market is extremely competitive in Lewisham with many developers active and a number of 

sites currently under construction. We would expect to see differing levels of profit applied to certain 

elements of the scheme dependent on the risk profile, in the case of affordable housing we would 

expect a developer profit margin of 6% on GDV to be applied. 

4.59 We therefore consider a blended profit margin of 18.36% on GDV to be appropriate in this instance. 

However we would highlight that if on site provided an increased level of affordable housing then 

the profit assumptions would need to be reviewed.  

Summary Table 

4.60 The table below provides a summary of the above analysis highlighting any areas of difference, 

which will form the basis of our sensitivity testing in the following section.  

Assumption  
James Brown 

 Assumptions  

GLH Figure 
(Where Different) 

Comments 

Sales and Revenue 

Average Private Residential 
Sales Value 

£700psf £725  

Average Affordable Sales 
Value 

£285.49psf £427.50psf 

We believe the Shared 
Ownership units have been 

undervalued and have 
adopted the same value 

methodology for the London 
Living Rented Units. 

Residential Ground Rent 
£2,150,000 

 

£350 - 1 bed 

£400 - 2 bed 

£450 - 3 bed 

@ 4.5% 

We have adopted specific 
assumptions in line with 

market evidence. 

Office 
£20psf @ 6.5% 

£1,719,610 

 

 
 

Development Costs 

Construction Costs £109,496,100 £106,426,200 
See Appendix A for the Build 

Cost Review 
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Contingency 5% -  

Professional Fees 10% -  

Sales Costs 

1.25% Marketing 

1.5% Sales Agent 
Fee 

£450,000 Sales Legal 
Fee 

10% - Letting Agent 
Fee 

£5,000 - Letting Legal 
Fee 

5.8% - Purchaser 
Costs 

- 
Allowances are accepted but 

have removed purchaser costs 
applied to sales agent fees. 

CIL £4,600,000 - 

We have adopted the CIL 
amount assumed by the 

Applicant but recommend this 
is reviewed by the Council. 

Interest / Finance Costs 

6.75% debit 

1.25% finance facility 
fee 

- 

0 

- 

We have removed this cost. 

Developers Profit 22.5% on Cost -  

Benchmark Land Value £4,100,000 £2,975,000 
We are of the opinion a lower 

BLV should be assumed. 
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5 FINANCIAL APPRAISALS & CONCLUSIONS  

5.1 Where our own market research has indicated that the inputs used have not been fully justified we 

have sought to illustrate the potential impact on profit level. In this respect we have undertaken 

sensitivity analysis producing a number of residual appraisals using Argus Developer, which is a 

leading industry-standard development appraisal package commonly used by developers and 

agents to assess development viability.  

5.2 Although this analysis does not constitute formal valuations under the provisions of the RICS 

Valuation Standards (‘Red Book’) it does provide robust evidence to inform the Council’s decision 

making process in respect of the applicants planning application.  

5.3 In this instance we have been provided with several working appraisals for each development 

scenario by JRB upon which we have conducted our sensitivity analysis to ensure our base position 

is consistent with the applicants. This has enabled us to ensure the model has been constructed 

properly and the inputs are timed correctly within the cashflow.  

5.4 As has been highlighted in the summary table in the previous section there are a number of 

assumptions adopted within the proposed appraisal (development scenario 5 - 12% affordable 

housing (50/50 Shared Ownership and London Living Rented Units)) which we are not in 

agreement with. Therefore we have undertaken our own modelling/sensitivity analysis applying our 

own assumptions which we believe to be more reflective of the market.  

5.5 Given the above we have undertaken sensitivity analysis making adjustments to; 

 Benchmark Land Value 

 Build Costs 

 Proposed Private & Affordable Values 

 Ground Rental Income 

 Finance Costs 

 Sales Costs 

Overall Summary & Conclusions  

5.6 JRB has concluded that no further affordable housing or payment in lieu of affordable housing 

should be required in advance of the 12% (50/50 Shared Ownership / London Living Rent) on 

viability grounds given the projected negative viability (£-1,637,004) when applying their 

aforementioned assumptions in respect of the proposed scheme and Benchmark Land Value.  

5.7 We have undertaken a new appraisal which retains the applicant’s assumptions other than where 

we have highlighted above that we consider they understate viability i.e. Benchmark Land Value, 

build costs, proposed residential and affordable values, ground rents, finance costs and sales 
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costs.  If we maintain the currently proposed Scenario 5 (12% affordable housing split 50/50 Shared 

Ownership/London Living Rent), this delivers a surplus of £10,542,701. 

5.8 Clearly our analysis paints a very different viability picture when compared to JRB’s conclusions 

which arrives at a negative position of £-1,637,004. Our modelling indicates a significant surplus 

which could potentially contribute to increasing the on-site affordable housing provision. 

5.9 Given the scale of the difference of opinion at this stage we have not sought to translate the surplus 

identified into on-site affordable provision. Throughout the document we have asked for further 

clarification or evidence to be provided. In addition we would also recommend that further 

justification is sought in respect of the gross to net allowance adopted for the residential 

accommodation which equates to 74.99%. This is a larger gross to net allowance than we would 

typically expect which results in a large quantum of non-value generating floor space.  
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6 UPDATED CONCLUSIONS (NOVEMBER 2017) 

6.1 Following submission of our initial draft report in June 2017, there have been several rounds of 

discussion around the points of contention detailed above. For ease of reference these include the 

following;-  

 Benchmark Land Value 

 Build Costs 

 Proposed Private & Affordable Values 

 Ground Rental Income 

 Finance Costs 

 Sales Costs 

6.2 In our initial draft report we identified that the proposed offer of 12% (50/50 Shared Ownership / 

London Living Rent) delivered a surplus of £10,542,701 which was at odds with the James R Brown 

analysis which demonstrated a negative position of £-1,637,004. 

6.3 Following submission of our initial report, GLH had a meeting with the Applicant and their 

consultants to discuss the areas of difference. An additional meeting was also held between the 

respective QS’s in the attempt to narrow the differences on build costs.  

6.4 Since the meetings there have been a number of emails between GLH and James R Brown 

debating the various viability assumptions. We detail below the current position in respect of the 

points of contention above.  

Benchmark Land Value 

6.5 Subsequent to the meeting and correspondence JRB has since adjusted his methodology with 

regard to calculating the BLV and has applied a value of £15,000 per space to the existing 218 car 

parking spaces, totalling £3,270,000 to which a premium of 20% has been applied resulting in a 

value of £3,924,000. In addition a residual land value of £300,000 has been assumed in respect of 

the semi derelict part of the site reflecting the costs of bringing the site into car parking use. This 

has resulted in the JRB adopting a BLV of £4,224,000. This represents an increase of £124,000 

from the previous BLV position in the original FVA of £4,100,000.  

6.6 GLH has considered, as per the original draft report, that a value of £10,000 per space to the 

existing car parking spaces was the maximum reasonable value and cited recent evidence of 

surface car parking spaces in Hounslow town centre being acquired for between £4k to £6k per 

space with secure business spaces at basement level being acquired for circa £12k. We also 

considered business car parking permits in central Lewisham being £500 per annum and should an 

optimistic and unjustified yield of 5% be applied we would arrive at a value of £10,000 per space 
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before deducting purchase costs. In this light we considered a value of £15,000 not to be justified 

by JRB despite his apparent site specific discussions with Euro Car Parks which allegedly pointed 

to a value of more that £10,000, although this was never provided. 

6.7 In respect of the semi-derelict part of the site we considered the value of £300,000 to be reasonable 

as the applied value breaks back to £10k per space (50 spaces) to which JA’s remediation figure of 

£199,539 was deducted. 

6.8 Therefore the GLH final position in respect of the BLV remained at £2,975,000.  

Build Costs   

6.9 A cost plan was provided by Stace which identified a total build cost of £109,496,100. This was 

reviewed by Johnson Associates who considered that the costplan presented by the applicant was 

excessive and that the original development proposals should be deliverable at a price of 

£106,426,200, representing an overall reduction in the order of £3,069,900, i.e. approximately 2.8%. 

6.10 Following our initial draft report and the subsequent QS meeting, further evidence was provided by 

Stace to justify their assumed position. Johnsons Associates therefore adjusted their opinion of the 

build cost estimate to an assumed £108,078,340 which represented a difference of £1,417,760. 

6.11 As such our latest position for the purposes of modelling included an assumed build cost of 

£108,078,340.   

6.12 In addition a cost of £1,590,800 is also assumed for the river culvert works which represents half 

the cost of the works to the River Ravensbourne and reflecting required design amendments a cost 

of £469,600 has been included representing the cost for the proposed station works. Whilst we 

accepted these costs for the purposes of our modelling, the cost estimates have not been reviewed 

and any cost savings should be payable to the Council.  

6.13 In addition to the other costs, a new cost of £200,000 has been assumed for a bike shed which we 

reflected in our revised modelling but stated that this estimate had again not been reviewed by a 

QS and we therefore recommended that any surplus generated should be payable to the Council.  

6.14 JRB has also now included a cost of £400,000 within the appraisal to reflect a loss of saleable 

residential space as a result of two new entrances. This is based upon an estimate of a loss of 550 

sq ft of private residential accommodation plus interest and cost implications. Whilst we do not 

agree with this methodology given profit and fees will be taken on the value element which is still 

included, given the stage of where we are at we had adopted this methodology. In terms of the cost 

GLH requested further detail around this assumption, following which a plan was provided. We 



June 2017 
Viability Assessment, for, London Borough of Lewisham  

 
 
 
GL Hearn Page 27 of 30
J:\Planning\Job Files\J037866 - Conington Rd Viability Ass\Reports\Conington Road - Update Final Report - Nov 17.docx 

reviewed the plan and noted the re-allocation of units to accommodate the entrances but 

commented that without a breakdown of impact on saleable floor space / re-working of unit 

typologies it was virtually impossible to be definitive about value impact. From the plan provided, it 

appeared the loss of saleable floor space was less than a single unit as stated by JRB. GLH 

estimated a loss of circa 200 ft², with the remaining floor space accommodated within reworked 

larger units. Without a more detailed breakdown provided assumed a reduction of value equating 

200 x £700psf = £140k. 

Private Sales Values 

6.15 GLH had previously considered a blended private sales value rate of £725psf to be reasonable 

based upon recent evidence and the agreed values assumed at a nearby site for viability purposes. 

JRB contested this stating that this did not provide transacted evidence. After further evidence was 

provided GLH accepted the private average sales value of £700psf. 

Affordable Sales Values 

6.16 In the initial FVA the JRB offer was predicated on an affordable housing provision split equally 

between London Living Rented units and Shared Ownership (i.e. their preferred development 

Scenario 5). The London Living Rented units had been valued adopting an overall blended figure of 

£270psf and the shared ownership units have been valued applying a blended value rate of 

£300psf. 

6.17 GL Hearn’s affordable housing team reviewed the assumptions adopted and considered the shared 

ownership values to be significantly lower than what is being achieved in the market and indicated 

that a blended rate of £450psf would be more appropriate to which we have adopted for the 

purposes of our modelling. 

6.18 In respect of the London Living Rented units, we concurred with JRB’s methodology and valued the 

units on the basis of a 10% reduction to the applied shared ownership values which provided a 

blended average of £405psf.  

6.19 There have been numerous discussions around affordable housing values since the submission of 

our initial draft report with a significant difference of opinion between GLH and JRB. GLH therefore 

provided a number of contact details to enable JRB to market test the proposed affordable units. 

JRB was unable to extract offers from RP’s with the exception of Clarion, who offered £11.9m for 

the total proposed affordable units which JRB considered lacked robustness and the offer was not 

provided for us to review. As such an impasse was reached on the proposed values in respect of 

the Shared Ownership and London Living Rented Units.  
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6.20 Given the above, JRB put forward an alternative proposal of a 61/39 split between Affordable 

Rented units and Social Rented units. JRB considered the values of the proposed Affordable 

Rented Units to be in the order of £185psf. In respect of the Social Rented units JRB has applied 

value of £140psf which is in line with what we recently agreed on the viability review for a 

development scheme at Lewisham Retail Park. In addition to the 12% Affordable Rent and Social 

Rent units a further 23 Discounted Market Sale units (at a 25% discount) were offered taking the 

total affordable offer to 18.1% by habitable room.  

6.21 GLH considered that whilst the average value applied to the social rented element of the affordable 

housing provision was consistent with what was agreed at Lewisham Retail Park clearly the mix 

and sizes of units proposed for the subject site may alter the blended average. However, given the 

variance was likely to be minimal we accepted the proposed social rented values.  

6.22 In respect of the £185psf applied to the affordable rented units – similarly to our correspondence in 

respect of shared ownership values we considered the values proposed for the affordable rented 

units to be lower than market levels. We further evidenced our position by referring to another 

viability review which we carried out in Lewisham last year where affordable rented values were 

queried the applicant. The applicant was required to market test the proposed Affordable Rent units 

which resulted an offer being received equating to approximately £266psf, which was ultimately 

agreed by both the Council and Applicant. We therefore requested JRB to re-consider the proposed 

values of the Affordable Rented units and to market test these products based on the proposed mix.  

Ground Rental Income 

6.23 Within the original viability assessment JRB had assumed a total of £2,150,000 in respect of the 

capitalised value of the ground rents. No rental or yield assumptions were provided to evidence this. 

GLH therefore adopted ground rental income of £350 per annum in respect of the one bedroom 

units, £400 for the two bedroom units and £450 for the three bedroom units for the purposes of 

modelling which was capitalised at 4.5%. This was not contested by JRB and these levels are to be 

applied in future appraisals going forward.  

Finance Costs 

6.24 Finance costs were originally assumed at 6.75% which we considered to be reasonable and in line 

with market levels. However, a development finance facility fee of 1.5% was also included which 

amounted to a total of £2,007,714. GLH disagreed with this assumption given the finance cost of 

6.75% already allowed for what we considered to capture all finance costs.  

6.25 Following a meeting with the Applicant and JRB an all-in finance fee of 7% was agreed with no 

finance fee included within this.  
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Disposal Fees 

6.26 JRB had assumed purchaser costs applied to sales agent fees which we considered to be double 

counting and removed. This was not contested by JRB. 

Summary and Updated Position 

6.27 JRB has now offered a further provision of affordable housing in the attempt to secure planning 

approval increasing the affordable provision to 20.19% by habitable room. Therefore the proposed 

offer includes the following mix;- 

 Social Rent - 16 units 

 Affordable Rent - 27 units 

 Discounted Market Sale (25% reduction) - 30 units 

 Total - 73 units (20% by unit number) 

6.28 The total value of the 30 DMS units is £10,852,000 and comprises a total area of 19,982 sq ft which 

equates to an overall average sales value rate of £543psf. Benchmarking this against the private 

blended sales value rate of £700psf, the applied value is within 25% of the private market value rate 

and we therefore consider this to be acceptable. 

6.29 Adopting our own assumptions stated above in respect of the revised affordable housing offer and 

not applying ground rents to the Discounted Market Sale units, we arrive at a residual land value of 

£853,376. Adopting our position in regard to the BLV of £2,975,000 the scheme provides a negative 

position of £-2,121,624. This position is based on maintaining the profit margin of 22.50% on cost. 

Whilst it could be argued that this should be reduced slightly given the reduced risk associated with 

an increased provision of affordable housing and Discounted Market Sale Units, under the 

circumstances we consider it reasonable to maintain it at this level.  

6.30 JRB indicates that the above offer is conditional on the Council accepting a carried forward BLV (for 

review purposes) of £10.14m. Their rationale for this is that if they are being required to accept a 

base profit below what they consider to be viable, in return they should be entitled to a 

commensurate profit upside before the review mechanism takes effect.  

6.31 Whilst we do not wholly disagree with this in principle, the specific figure is predicated on a number 

of JRB’s assumptions which we do not accept. This includes build costs indexation, JRB’s opinion 

of affordable rented values and BLV. 

6.32 Therefore if we accept the principle of an increased BLV being carried forward for the review, we 

consider this should be based on our own opinion of the deficit of £-2,121,624, which produces a 
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review benchmark of £5,096,624. This effectively is the deficit created by deducting our BLV from 

the RLV plus our BLV, as per the JRB methodology. 

6.33 Clearly our assumed deficit of over £5m is substantial and therefore viability would have to 

significantly improve before any upturn would be paid to the Council. If JRB is confident in the 

applied figures the reality of the Council sharing in any upturn is minimal and unlikely to happen.   

6.34 Assuming the Applicant accepts our suggested carried forward BLV, we would recommend that the 

proposed affordable housing offer be accepted. 
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Appendix A 

Build Cost Review 



Lewisham, Conington Rd.
Cost Plan Nr 1 (Pre-Planning)

5.00 Cost Plan Summary (Overall)

Ref Element Total £/m² £/ft² JA Comments 30.05.17
£ £ £

.1 Substructure 6,001,300         177.31     16.47      Refer to build-up.

.2 Superstructure

.2.1 Frame 4,073,500          120.35     11.18      

.2.2 Upper Floors 6,019,100          177.84     16.52      

.2.3 Roof 1,633,400         48.26       4.48       Refer to build-up.

.2.4 Stairs and Ramps 785,000             23.19       2.15       

.2.5 External Walls 20,595,800       608.52     56.53      Refer to build-up.

.2.6 Windows and External Doors -                    -           -         

.2.7 Internal Walls and Partitions 4,201,800         124.14     11.53      Refer to build-up.

.2.8 Internal Doors 3,551,900         104.94     9.75       Refer to build-up.

.3 Internal Finishes

.3.1 Wall Finishes 1,260,700          37.25       3.46       

.3.2 Floor Finishes 2,622,200          77.47       7.20       

.3.3 Ceiling Finishes 1,671,200          49.38       4.59       

.4 Furniture, Furnishings and Equipment 3,922,600         115.90     10.77      Refer to build-up.

.5 Services

.5.1 Sanitary Appliances 1,867,600          55.18       5.13       

.5.2 Services Equipment 240,000             7.09         0.66       

.5.3 Disposal Installations 1,051,400          31.06       2.89       

.5.4 Water Installations 962,900             28.45       2.64       

.5.5 Heat Source 2,023,400          59.78       5.55       

.5.6 Space Heating and Air Conditioning 212,300             6.27         0.58       

.5.7 Ventilation Systems 1,673,600          49.45       4.59       

.5.8 Electrical Installations 4,365,100          128.97     11.98      

.5.9 Gas and Other Fuel Systems 598,100             17.67       1.64       

.5.10 Lift and Conveyor Installations 2,340,000          69.14       6.42       

.5.11 Fire and Lightning Protection 696,500             20.58       1.91       

.5.12 Communication, Security and Control Systems 994,200             29.37       2.73       

.5.13 Specialist Installations 1,325,000          39.15       3.64       

.5.14 Builder's Work in Connection with Services 766,000             22.63       2.10       

.5.15 Subcontractor Preliminaries, Testing and 
Commissioning of Services 1,533,000          45.29       4.21       

.6 Complete Buildings and Building Units N/A -           -         

.7 Works to Existing Buildings / Demolitions 521,400             15.41       1.43       

.8 External Works 3,376,500          99.76       9.27       

.9 Facilitating Works 585,800             17.31       1.61       

Building Works Estimate C/F 81,471,300       2,407.12 223.63   

Building Works Estimate B/F 81,471,300       2,407.12 223.63   

.10 Main Contractor's Preliminaries Estimate 19.24% 15,677,700.00  463.21     43.03      Prelims adjusted due to above changes.

.11 Sub-Total 97,149,000         2,870.32  266.66    

.12

Main Contractor's Overheads and Profit 6.00% 5,828,940.00    172.22     16.00      

Reduced to 5%. Adjust to 6% given nature of 
project (compplexity / risk and tier 1 
contractor).

.13 Sub-Total 102,977,940       3,042.54  282.66    

.14 Main Contractor's Design Fees Excluded -           -         

Total Building Works Estimate £ 102,977,940     3,042.54 282.66   

.15 Risk Allowance Estimate:

.15.1 • Design Development Risks Estimate 3.50% 3,570,300         105.49     9.80       Adjusted due to above changes.

.15.2 • Construction Risks Estimate 1.50% 1,530,100         45.21       4.20       Adjusted due to above changes.

.15.3 • Employer Change Risks Estimate Excluded -           -         

.15.4 • Employer Other Risks Estimate Excluded -           -         

Total Building Works Estimate incl. Risk £ 108,078,340     3,193.24 296.66   

.16 Inflation Estimate:

.16.1 • Tender Inflation Estimate Excluded -           -         

.16.2 • Construction Inflation Estimate Excluded -           -         

Total Building Works Estimate incl. Risk & 
Inflation £ 108,078,340     3,193.24 296.66   

.17 Professional Fees (PROVISIONAL) Excluded -           -         

Total Building Works Estimate incl. Risk, 
Inflation & Fees £ 108,078,340     3,193.24 296.66   

.18 VAT Assessment (PROVISIONAL) Excluded -           -         

Total Building Works Estimate incl. Risk, 
Inflation, Fees & VAT £ 108,078,340     3,193      296.66   

www.stace.co.uk
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Appendix B 

Financial Appraisal 



 Conington Road Scenario 5 

 Development Appraisal 
 Prepared by JRB 

 GL Hearn 
 November 14, 2017 



 APPRAISAL SUMMARY  GL HEARN 
 Conington Road Scenario 5 

 Summary Appraisal for Phase 1 

 Currency in £ 

 REVENUE 
 Sales Valuation  Units  ft²  Rate ft²  Unit Price  Gross Sales 

 Block B1 Private Residential  1  143,390  700.58  100,456,000  100,456,000 
 Block B2 Private Residential  1  73,347  710.88  52,141,000  52,141,000 
 Block B3 Social Rent & Aff Rent  1  31,377  219.00  6,871,563  6,871,563 
 DMS  1  19,982  543.09  10,852,000  10,852,000 
 Totals  4  268,096  170,320,563 

 Rental Area Summary  Initial  Net Rent  Initial 
 Units  ft²  Rate ft²  MRV/Unit  at Sale  MRV 

 Block B1 Commercial  1  3,057  20.00  61,140  61,140  61,140 
 Block B2 Commercial  1  2,895  20.00  57,900  57,900  57,900 
 Private 1 Bed Ground Rent  147  350  51,450  51,450 
 Private 2 Bed Ground Rent  137  400  54,800  54,800 
 Private 3 Bed Ground Rent  8  450  3,600  3,600 
 Totals  294  5,952  228,890  228,890 

 Investment Valuation 
 Block B1 Commercial 
 Market Rent  61,140  YP  @  6.5000%  15.3846 
 (1yr Rent Free)  PV 1yr @  6.5000%  0.9390  883,207 
 Block B2 Commercial 
 Market Rent  57,900  YP  @  6.5000%  15.3846 
 (1yr Rent Free)  PV 1yr @  6.5000%  0.9390  836,403 
 Private 1 Bed Ground Rent 
 Current Rent  51,450  YP  @  4.5000%  22.2222  1,143,333 
 Private 2 Bed Ground Rent 
 Current Rent  54,800  YP  @  4.5000%  22.2222  1,217,778 
 Private 3 Bed Ground Rent 
 Current Rent  3,600  YP  @  4.5000%  22.2222  80,000 

 4,160,721 

 GROSS DEVELOPMENT VALUE  174,481,284 

 Purchaser's Costs  (241,322) 
 (241,322) 

 NET DEVELOPMENT VALUE  174,239,962 

 NET REALISATION  174,239,962 

 OUTLAY 

 ACQUISITION COSTS 
 Residualised Price  853,376 

 853,376 
 Stamp Duty  32,169 
 Agent Fee  1.00%  8,534 
 Legal Fee  0.80%  6,827 

 47,530 
 CONSTRUCTION COSTS 
 Construction  ft²  Rate ft²  Cost 

 Block B1 Commercial  3,057 ft²  297.36 pf²  909,030 
 Block B2 Commercial  2,895 ft²  297.36 pf²  860,857 
 Block B1 Private Residential  191,210 ft²  297.36 pf²  56,858,307 
 Block B2 Private Residential  97,808 ft²  297.36 pf²  29,084,275 
 Block B3 Social Rent & Aff Rent  41,842 ft²  297.36 pf²  12,442,033 
 DMS  26,646 ft²  297.36 pf²  7,923,520 
 Totals  363,459 ft²  108,078,023  108,078,023 

 River Culvert  2,060,800 
 Other New Costs  200,000 
 Loss of saleable floorspace  140,000 
 CIL/MCIL  4,600,000 

 7,000,800 

 PROFESSIONAL FEES 
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 APPRAISAL SUMMARY  GL HEARN 
 Conington Road Scenario 5 

 Professional Fees  10.00%  10,807,802 
 10,807,802 

 MARKETING & LETTING 
 Marketing  1.25%  1,907,463 
 Letting Agent Fee  10.00%  11,904 
 Letting Legal Fee  5,000 

 1,924,367 
 DISPOSAL FEES 

 Sales Agent Fee  1.50%  2,617,219 
 Sales Legal Fee  450,000 

 3,067,219 
 FINANCE 

 Debit Rate 7.000%, Credit Rate 0.500% (Nominal) 
 Land  171,220 
 Construction  10,133,010 
 Other  153,381 
 Total Finance Cost  10,457,611 

 TOTAL COSTS  142,236,727 

 PROFIT 
 32,003,235 

 Performance Measures 
 Profit on Cost%  22.50% 
 Profit on GDV%  18.34% 
 Profit on NDV%  18.37% 
 Development Yield% (on Rent)  0.16% 
 Equivalent Yield% (Nominal)  5.36% 
 Equivalent Yield% (True)  5.54% 

 IRR  24.08% 

 Rent Cover  139 yrs 10 mths 
 Profit Erosion (finance rate 7.000%)  2 yrs 11 mths 
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