30-32 GRAYS INN ROAD, LONDON WC1

MARKETING REPORT

1.0 Introduction

| have been appointed by the freeholder of this property, Holbud Investments Limited, to prepare a
marketing appraisal for 30 -32 Gray’'s Inn Road summarising marketing activity since 2008 together with
commentary on the office market generally in the vicinity of Chancery Lane WC1. The report is required in

connection with a proposed planning application to be submitted to the London Borough of Camden local
planning authority.

| would summarise the proposed development as follows:-

Proposed addition of a new sixth floor for C3 residential use and conversion of part ground floor and upper
floors 1-5 from existing office use within Class Bla of the Town & Country (Use Classes) Order 1987 (as
amended) to Class C3 residential use comprising 13 self-contained flats being a mixture of studioand 1, 2 &
3 bedroom units with a self-contained entrance at ground floor level. On the remainder of the ground floor
and basement Class Bla/Al uses are proposed so that the building retains an element of commercially
active frontage onto Grays Inn Road. Cycle store and refuse arrangements will be positioned at basement
level and there is no car parking provision, presently or proposed, due to the constraints of the site.

This report will provide:-
e A brief description of the locality and the property
e Detailed history of the marketing of the current office scheme since 2008

* A note of the attributes and drawbacks of the existing office space together with commentary on
the appeal of the accommodation to notional tenants in the market

® Profile of demand for similar sized office units in the Grays Inn Road and WC1 area

e Summary of the existing supply of similar competing office premises in the locality

2.0 Background and Experience

I am a Director of Chapman Bates and Fellow of the Royal Institution of Chartered Surveyors with over 40
years experience of commercial property in the Greater London area. | am based at our office in Salisbury
House, London Wall, London EC2 and undertake commercial agency, professional, and
investment/development work, advising a variety of clients ranging from Institutional and private
investors/developers to office and retail occupiers. The majority of my advice is given in respect of the
development of, and investment in, commercial office premises in London from large scale schemes such
as Juxon House, Paternoster Square EC4 (165,000 sq ft net B1/A1), representing the Church Commissioners
for England, to properties of similar size to the subject premises. Chapman Bates specialises in providing

property agency and professional consultancy services in the commercial property market of Central
London.
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3.0 Site Location

Grays Inn Road borders the area occupied by the Honourable Society of Grays Inn, the smallest of the four
Inns of Court, which lies to the west of the road and contains many Barristers Chambers and solicitor
practices. The east side of this busy road is however not the preferred location for use by this fraternity in
view of the physical separation from the Inns of Court and volume of traffic. As a result the uses are very
mixed and mainly comprise other commercial office based businesses, cafes, shops and residential uses. As
one goes north away from the Chancery Lane station the retail continuity becomes increasingly broken and
therefore values and usability tail off fairly rapidly. The best demand and values for office premises are for
the larger units with floor plates in excess of 4,000 sq ft i.e. more than three times larger than the subject
premises. The smaller office and retail occupiers tend to require lower cost premises and produce a higher
risk yield than larger occupiers thereby negatively affecting the viability of smaller commercial schemes.

4,0 Marketing History
A ‘Letting/All Enquiries’ board was erected on 19 August 2008.

Preliminary letting particulars were also prepared by Chapman Bates for issue in response to any enquiries
received {copies attached in Appendix 1) and a pre-let of the whole or part(s) was sought. Details were
also circulated to all relevant agents’ enquiries for offices in the area and also to any owner occupier
enquiries received. The property was also posted on our website, chapmanbates.com, and internet
portals/property databases, including each.co.uk and Focus/Costar, the latter being subscribed to by the
majority of agents in Central London. It is however now removed from these sites in view of the proposed
application for change of use.

It became clear over the ensuing 4 years that with the onset of the recession following the 2008 global
financial crisis, demand and rental values were falling and the commercial scheme was becoming
economically unviable. The number of floors in the building, their small size individually, the large number
of competing offices in the vicinity where you can obtain units of between 1,000 and 10,000 sq ft on two or
three floors maximum, and restricted floor to ceiling height, were all factors which adversely affected
rental value, yield and suitability for continued business use. The building is also too small to be
economically viable as a serviced office/business centre as these operations usually require buildings in
excess of 15,000 sq ft net to obtain the economies of scale necessary to support the level of services
offered.

Even with the benefit of the consent for the additional floor granted in Octoher 2008 we were unable to
buck these market trends.

Although various parties have since shown tentative interest in leasing the ground floor and ground plus
basement for retail purposes, there have been no parties prepared to take a lease of one or more upper
floors at a viable rental.
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However, a number of parties are now showing interest in developing the property for residential use on
the upper floors with commercial use on the ground and basement and this appears to be the only viable
development under market conditions at this paint in fime. We have therefore advised our clients to
pursue a change of use accordingly so that this asset can now be successfully developed.

5.0 Analysis of the Existing Premises

30-32 Grays Inn Road is a modern seven storey (including basement) terraced office building with small
floor plates and a defunct automatic passenger lift. Ceiling heights are limited and adversely affected by
downstand concrete beams which preclude the option of inserting a suspended ceiling. The floors are
formed of hollow claypot construction between concrete beams and screed depths do not allow for the
insertion of raised access floors which many office tenants require today. These three factors do not match
the requirements of many prospective commercial tenants. The windows are non compliant single glazed
metal framed casements. When purchased the property was centrally heated with assorted individual air-
cooling units scattered throughout with external condensers at the rear. The accommodation has the
following net internal floor areas:

Floor Net Internal Area m2 ft2
Fifth 109 1,178
Fourth 116 1,249
Third 115 1,241
Second 116 1,244
First 114 1,229
Ground 127 1,370
Basement 132 1,421
Total 830 8,932

A set of existing floor plans is attached in Appendix 2.

The building was purchased by Holbud Investments Limited, on Friday 28 September 2007. The tenant of
the property subsequently vacated in Spring 2008. After the property was vacated the owners consulted
with their advisers for some months during which time various schemes were considered and appraised
and it was then decided to strip the building in readiness for reconstruction/refurbishment for commercial
use and the addition of a sixth floor, subject to planning.

Planning consent was granted in October 2008 for the redevelopment of the building and the addition of a
new sixth floor, for commercial Bla use with dual B1/A1 use at ground and basement level. This consent for
additional floor space still did not attract tenants and the owners funders would not be prepared to fund
‘speculative office development’ even if, which is not the case, it was likely to substantially improve demand
frem potential occuplers.

6. The Property Market Demand and Supply

| attach, as Appendix 3, a Schedule of Competing Offices showing 46 units from which it is evident that
there are many buildings within close range of the subject property where an occupier could obtain a
reasonably priced unit of between 1,000 and 10,000 sq ft. As is evident from the entry dates shown on the
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schedule many of these units have been available for some considerable time, reflecting the difficult letting
market for non-prime units under 10,000 sq ft net usable area. Most occupiers today want to reduce the
number of floors they occupy for purposes of better management and efficiency of layout and space usage.
The subject building is therefore only likely to let in individual floors increasing management costs, void
risks, and reducing likely covenant strength of tenants. This results in a rise in the investment risk yield and
lower commercial end values. Although demand for offices in Midtown is better for larger and high
specification units, there is less demand from smaller occupiers of circa 1,000 sq ft, i.e. suitable for floors of
this building, particularly at rental levels which would justify the current cost of refurbishment. These
smaller occupiers tend to have weaker covenants and be more budget driven. It is difficult also to provide a
good contemporary office specification including air-conditioning, suspended ceilings, and raised access
floors within the physical constraints of this property.

7.0 Conclusions

Bearing in mind the constraints of the building for commercial use, including its many small sized floors, it is
my considered opinion that the property in existing use is nearing the end of its economic life. The costs of
rebuilding and refurbishing, compared to end rental and capital values obtainable, make commercial
development unviable.

The proposed change of use to residential will not only add much needed accommodation to the limited
supply in this location, including a family sized unit, but will help to satisfy the growing demand from
professional couples and small families requiring accommodation closer to their workplace, including of
course the legal fraternity of Grays Inn itself.

The retention of commercial uses at ground and basement levels will however maintain the service and
employment provided by these businesses in this vibrant area.

Oliver J Bates FRICS

Director

Chapman Bates

020 7148 6700 16 May 2013
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Bates

Chartered Surveyors & Property Consultants

Warnford Court : 29 Throgmorton Street : London EC2N 2AT
Telephone: 020 7920 0404
Facsimile: 020 7920 0606 Website: www.chapmanbates.com

30/32 Grays Inn Road WC1

Self Contained Office Building to be Fully Refurbished

Location

The property is situated on the east side of
Grays Inn Road, just north of the junction with
Holborn.

Chancery Lane (Central Line) and Holborn
(Piccadilly Line) underground stations are
within just a few minutes walk. Kings Cross
mainline and underground station is readily
accessible.

Accommodation

The building when refurbishment is completed
will be as shown and available as a whole or in
floors providing the following approximate
floor areas:-

Floor Square Feet
6th 1,023 sq It
5th 1,184 sq It
4th 1,249 sq It
3rd 1,249 sq ft
2nd 1,249 sq ft
Ist 1,238 sq ft
Ground 1,238 sq ft
Lower Ground 1.313 sq ft
TOTAL 9,743 sq ft
Terms

New flexible full repairing and insuring leases
are available for terms by arrangement

Rent

On application

Amenities

The building will benefit from the following
amenities:

Air Conditioning

Metal Tiled Suspended Ceilings
LG7 compliant Lighting

Fully Accessible Raised Floors
New Automatic Passenger Lift

e New Ground Floor entrance/facade

a5 1o e incidence of VAT




Cliapiian Bales

Chartered Surveyors & Property Consuftants

Warnford Court : 29 Throgmorton Street : London EC2N 2AT
Telephone: 020 7920 0404
Facsimile: 020 7920 0606 Website: www.chapmanbates.com

Rates

To be confirmed.

Service Charge

To be confirmed.

VAT

This building is elected for the payment of
VAT

Legal Costs

Each party is to be responsible for their own
costs incurred in the transaction.

Viewing

Chapman Bates T: 020 7920 0404

Oliver Bates ojb{@chapmanbates.com
Ed Moore ejwm@chapmanbates.com

Stephen Foster sfl@chapmanbates.com
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