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EXECUTIVE SUMMARY (NON-TECHNICAL)

1

This report provides a financial viability assessmoent ("FVA") of an office-lad mixed use
devalopmaent scheme (“the Scheme®) at 68 - 60 (Medius House ) and 77 - 91 (Casllawood

House) New Oxford Street In the London Borough of Camdan ("the Counicll” of "LBC),

The propoaals would allow for the provision of high quality, efficient office floorapace
supported by flexible retall uses and provide a policy compliant leval of on-aite affordable

houging, compriging 20 affordable residential units.
The FVA sats out the rationale and justification for:

« The proposed mix of uses hiving regard to LBC's mixed usa devalopment policy
{OP1); and

= {hi level of financial planning obligations,

The FVA should be read in conjunction with the Housing Study prepared by Robin Parlington
and Parinara and submittad as part of the planning application.

The FVA has been undartaken in a planning policy context and following best practice
viabllity guidance including the RICS Guldance Nota Financial Viablity In Planning and
having regard to the Mayoral Housing SPG 2016 and the emarging draft Afferdable Housing
and Viabllity 5PG, The FVA takes Into accounl the need for the Schame to be viable and
dalivernble, with decision-taking by the Lecal Planning Autherity having ragard o
“competitive refurns” and “flexibiity” In the application of polley and obligations (NPPF
paragraphs 173 and 205) and the guldance aet oul In the PPG

The finanalal appraisale apply 8 residual based mathodology In assesaing viablity which is
standard praclice,

The FVA has considered two Counterfactual Scenarios ("Counterfactual Scenario 1" and
‘Counterfactual Scenario 2" togather with the Schame, The Counterfactual Scenarios relate
lo providing @ higher proportion of residential accommodation on-site - aquating to the target
flooraspace requirad under Poliey DF1 of the Camdan Developmeant Policlas (2010),

The Scheme and Countarfaciual Sconarios have beon appralsed on a present day basis. A
targat retuin has boen selacted, having regard fo the rak of delivering a schame which
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involves the remodelling and extension of an existing bullding (Madius House) and demolition
and redevelopment of Castlewood House, whilst retaining a party wall

8 The FVA relles on s varlety of consullant Inputs In arder lo objeclively and tiansparently
nssess the Schome and Counterfactual Scenarios, The FVA I8 supported by & datalled
minrkist repor prepared bll" an ndapandent agent (CERE), which justifiea the values adoplad
in respoct of bath the offior and ratall slemaents. A detalled cost ropor has baen prapatd by
Curfim and Brown, whioh has Informed tha FyVA,

10 The results demonstrate thal the Schame s nol currenily viabla on & present day basis. The
Countorfactunl Scenarlos both generate an overall financial loas,

11 The Scheme has been further tested through sensitivity analysis to test the inevilable
uncertainties asseclated with developmant. This has demenstrated thal the Scheme |
potantially capable of being viable based upon an upliit In commercial rental values coupled
with lowar construction costs,

12 The Counterfactual Scenarios have alse been tested through sensitivity analysis, Both
Scenarios are Incapable of baing viable, It la also demonstrated through the Housing Study
that providing a higher proportion of residential accommodation on-site is not delivarable,
This confirms that bringing forward n greatar propartion of residentlal accommodation an site
ig nol & daliverable aption.

13 Tha FVA has demonstrates that the Schame provides the oplimum mix of uses, having
regard to a maximum level of planning contributions in order to ba mble to dellver and
implemant 8 viable schema In accordance with NPPF, London Plan and Camden policles,
This has been robustly tested within tha Financial Viability Assessmaent and the results
pragontad,
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1 Introduction

13 Garald Eve LLP I8 inslrustod h}' Elﬂl\jﬂ Landan Mulual Insuranes Sociaty ("ha
Applicant”) to undertake a financial viability assessmant ("FVA") to support a proposal
for the comprehanalve radovelopmont of Castlewood House and ramadalling and
axlonsion ﬂf Mediug Houge,

1.2 This report sets oul the detall of what is being proposed and provides a financial
nsaafamont, ratlehala and juatification for tha fellowing:
= tha pmpﬁmd mix of usos: and
+ the level of financial planning obligations,
1.3 This raport has bean prapared having regard 1o the Matiohal Planning Policy Framework
(NPPF), tha Landon Plan, the LBC Core Strategy, LBC Devalopment Policies, the RICS

Guidance Nota: ‘Financial Viability in Planning’ and generally accapled principles of
underlaking financial viability asssssmants

1.4 Certain Information containad within this report and iis appendioss Is commaercially
songitive and tharalera will only be provided to LBC's advisers on & confidantial basla,

1.6 A baspoke appraisal has bean prapared in order 1o assass the viabilty of the Sehamae,
The appraisal provides a benchmark return output thal can then be used to astablish the

apprapriate laval of planning obligationa that the Scheme can atford,
1.8  The Scheme has been assessed on a present day basis,

1.7 Wae have provided a senaltivity analysis in order to test the variation and robusinass of
ihir raturns hHWﬂﬂ fogard 1o changoes in the npuls of the Schame. 4 Sconarno ﬂnm']'"lll
tedting different potantial outcames B alss included.

1.8 Inorder to inferm our report wir have melled upon information provided by a number of
olhar conaultants including -

= Office and rotall valuas; CEBRE

= Affordable residential values: Garald Eva

= Construction costs and programma; Currie and Brown
= Architect: Robin Partington & Partners (RPP)

1.8  Tha remainder of this report is set out as follows:

AYNOIGAMST
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2) Background
A uunnmi Iintrpduction and descripticn of the Site and surrounding area and
contextual motiars relevant to tho finpncial asaessmant,

3) Planning Context

A shorl synopsls of the planning background to tha Schame with refarence to: a
brief planning history; the relevant national, mgienal and lecal guidance, including
residential requirements (including affordable housing); planning obligatlens; and
Mayoral CIL (Crossrall contribution).

4) Professional Guidance (RICS)

A summary of tha provisions of the RICS Guidance Note. Financlal Viabilly in
Planning (*the RICS GN®) relevant to undertaking a viability assessmaent,
6) The Scheme

An outline of the Schiéme and summary of areas In respect of bath the residential
and commarcial alemants.

8) Limitation on mix of uses

An outline of work thal has been undertaken as part of the pre-application process
in datarmining the feasibllity of Incorporaling residential space onssité and the
Countarfactual Scanarios (o be teated within the FVA,

7}  The Counterfactual Scenario

An oulling of the Countarfactual Scenario and summary of areas |n respect of hoth
the residantial and commarcial alemants.

8) Sales and Market Data

A summary af the markel research that has bean undertaken to Justify the values,
rants and yields applied for the residantial and commercial epace in respect of the
schome and the Counterfactial Scanarios

8) Costing and Excoptional Cosis

A aummary of the coals logather with identifying axcaplionsl cost loms associated
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with the developmant of the Sile. In addition detailz of the assumed finance costs
HILH prnvidﬁﬁ I this Section.
10) Programme
A summnry of the construction programme and anticipated timetable for latting the
office ond commercial space and handovet of the affordable houaing unita
11) Site Value (And Rolatod Costs)
An oxplanation of the underlying land value as applied within the appralzals and
vacant possession oosis.
12) Planning Obligations Package (Notlonal)
An outline of the planning obligations and lllustrative quantification of apportianmant
I reapact of ths Schoame
13) Basia of Viability Assesament
An axplanation of key assumplions within the financinl appralsal, ond ﬂmdﬂnﬂ'ﬂ foor
intarpreting appralsal and development return measures in relaion 1o the Scheme.
14) The Scheme: Financial Appraisal

Finaneial viabliity appraisals of tho Schema on a prosant day basis having regard to
tha level of planning obligations including a mixed-Use payment in lieud of an-site
residential floorspace.

16) Counterfactual Scenartos: Financlal Appralsal
Financial viabllity appralsals of tha Schome on a present day basis having regard o
the lavel of planning obligations Including a mixed-use payment in heu of on-alte
residantinl floorspace.

16) Viabllity, Analysis and Risk Assessment
An analysis and risk nssessment of the Schama having regard to the leval of the
propogod planning obligations package.

17) Concluding Finanalal Justification Statement

Ag a reault of our analyals, the mtionale as to the leval of planning obligations
package; confirming thal the Schema provides tho maximum reasonabla leval of
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planning obligations.
110 A numbaer of appendices are infroducad and refarred 1o In the lext of tha report

111 In accordance with best practice and the RICS guldance (paragraph 4.5.4 RICS
Financial Viability in Planning), we confifn that thig report has nof bean prepared on the
bauls of parformance related or contingant fees of similar armangomants. Wa further
acknowledge and confirm that In undertaking this assessment, we have acted
reasonably, falily and with transparency
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2

2.1

2.2

2.3

24

2.5

28

27

Background

Site Location

The Site |5 lpcated within the London Borough of Camden n the South Waest of the
horaigh. A location plan is altached af Appendix 1.

The Site s comprised of two bulldings, Castleweod House and Medlus Housa,
soparated by 71 - 75 Now Oxford Strast,

The Site osouplos n prominent position, bound by NMew Oxford Street to the north,
Cantral St Giles 10 the south, Centre Polnt and Cenire Polnt House to the wast,
Caatlewood Houss and Modius House are saparated by 71-75 New Oxford Streal,
ownad and accupled by Tonl and Guy hairdresaing noademy. The surrounding area s
charncterised by n mix of uses including retall, offices and residantial secommadation
Nearhy atiractions include the British Museum, the Deminium thealres, Oxford Strael,
Covant Garden and Lelcaster Squars, making it a very popular tourist destination

The Site is wall located for public transport with bus routes running along New Oxford
EItrﬂﬂ'ﬂ. ‘:hﬂcﬂﬂﬂ Cross Road and High Halbom, connacting the Sita with athar pars of
cantral and suter Lehden, The sile |8 approximataly 100 maetres lo the easl of
Tettenham Courl Road Station (Cantral, Northarn lines and Crossrall). Holborn
Undarground Station (Pleoadiily and Central lines) is 645 maetros to the enst,

Description of Sito and Existing Bullding

The Site extends to an-area of ¢. 0.75 acres (0.30 ha). A Site plan t& attached at
Appondix 2.

Casllowood House s an existing office (Class B1) bullding providing 13,008sqm GEA
of commarcial flioorspace over nine storeys. The axisting post-war bullding is
pradominantly a brown brick facade abova a single storey stona plinth. It js solely
office use, from lower ground floor (looking out Into the sunken courtyards 1o the rear
of the bullding) lo level 08, with tha main enlrance accessed fram New Oxfard Sirest,

Madius Housa comprises 682aqm GEA of retail (Class A1) mt ground floor level and
1,6108qm GEA of office (Class B1) loorspaca over five upper floors. The exiating

interwar bullding of five storays, stepping up to six sloreys at the Junction with Dyott
Straol, Although of a plainer and heavier architectural style, it shares the rusticated
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brickwork of its neighbour.

2.8 Tanancy schadules for Castlewand House and Medius House are provided al
Appendix 3 and 4 respectively.

2.9 Castlowood House and Medius House are occupiod by a varlaty of businass fonanis,
Tha &Hl!-ﬂr'lﬂ lsasas aither end, of are Iluh]ﬂﬁt to o landlards braak bafore the and of
2018, Schedules detalling the vacant possession status of the existing leases in
Castlowood House and Madius House are altached as Appendicos Eand 8
respectivaly

2.10 Tho existing office sccommaodation within Castlewood Houso has bacoma outdated.
The floprplates and core configuration are inefficlent and the spaco planning is
Irregular. The axisiing Noor plans for Castlewood House and Medius Houge are
altachad at Appendix 7.
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3 Planning Context
aq This section provides a briel overview of the planning background to the proposed
davalopmant, in partcular a brief planning history of (he aite and thoae policies which
st the background and nead for viability assessmants, in ordar o justify the leval of
planning contributions. A full Planning Statemant will also be submitted to the Counall
aa parl of ihe plansing application
Planning History
32 Thero la no recent planning history that has a beardng on the proposals. A full planning
hlﬂtﬂl}' table is attachod as part of the Flanning Statemant,
Site Specific Allocations and Dealgnations
33 London Plan designations;
= Caontral Agtivitiea Zone
=  Tottenham Court Read Opportunity Araa
34 Camden LDOF Designations:
= Cantral London Ares
= Archaeclogical Priority Aren
¢ Taotlenham Counl Road Giowth Alod
= Madius Housa s located within the Bloomsbury Conservation Area.
Planning Policy
3.6  The statutory devalopmant plan for the purposes of Section 28 (6) of the Planning and
Compulsary Purchasa Act 2004 compriaaa:
L] Tha Landan Plan (LP), hﬂh‘lﬁ the Spatial Devalapment Strategy Tor Grealar
London, adopled by the Mayor in July 2011, Ravised Early Minor Altarations
wara pilblished in Octobar 2013 follewed by Further Alterations (FALP)
publishad in March 2015 and Minor Altorations (MALP) publishoed in March
2016,
= Tha Camden Local Devalopmant Framework (LOF), The LDF I8 mada up of
Camdon's Corg Str:tugy, Davalopmant Policias and Site Allacations
Dacumant. Thesa documents sal aul the Councll's intantiens lor land use and
AV RN
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3.6

3.8

3.8

3.10

developmant fram 2010 to 2025, The LDF documants are up to date and
should be afforded full walght.

On 24 June 2018 the Councll submitted tha Camden Local Plan and supporting
documenis to the Secrelary of State for Communities and Local Govammant for
independent examination, Public hearings took place on 18, 19, 20 and 25 Octobar
106, The submitted plan has bean thraugh varlous levels of consultation and submittad
for exaimination and as such should be afforded some waight,

Saction 38(6) of the Planning and Compulaery Purchase Acl 2004 requires planning
applications 1o ba detarmined in accordance with the statulory devalopmant plan
unlass matarnal coneldarations indicate otharwise

Natlonal Planning Pollcy: National Planning Policy Framewark (NPPF), (2012)

At s natlonal level, Cenlral Government published the National Planning Pollcy
Framawark (NPPF) documaent (27 March 2012), The NPPF document sels out the
Govarnmant's planhing pallcies for England and how thase are expected to be applied,

Tha NPPF highlights the importanca of ansuring deliverabllity and viability, Paragraph
173 stolos;

"Pursiiing sustainabla devalopmont requires coreful attention to viability and
costs in plan-making and decision-taking. Plans should be delfvarablo.
Thirefore, the sites and the seale of development identified in the plan shoulkd
not b thﬂﬂf to such a scale of ﬂl‘?l’fﬂﬂﬂﬂﬂ# ancl policy hurdens Bhal thair
ability to be developed viatly is Wrealenad, To onsure viabillty, the costs of
any requiremants fikely to be applied lo development, such as requiremants
far affordable housing, standards, infrastructure eontribiitions or other
requiremenia should, when teking account of tha normal cost of developmant
and mitigation, provide compatifive ralurnzlo a Wﬂ.’fnﬁ' tand owner and W."J"H.-‘I'g
daevelopar to enabie the developmaernt (o bo defiverable.

Natlonal Planning Practice Guldance (PPG), (2014)

The Matlonal Planning Praclice Guldance (PPG) prevides guldance to suppor the
Mational Planning Poliey Frameweork and to make it more accessible. The PPG was
launched by the Department for Communities and Looal Eiqvpmmuni (DCLG) on 6
March 2014 and Is available entiraly online. The statermenis balow are from Section 3
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of the PPG Viabily Guidance found on the Governmant's onling planning portal

The PPG addrusses the quastion of when and how viability should be assessad by the
Counall in reapact of planning applications (Para 016, Referenoe 1D 10:.01620140306),
Tha PFG slalas

“Dacision-taking on individual applications does not normally require considaration of
wiabllity. However, whare the daliverability of the development may be compramisad by
the scale of planning ebligations and other costs, o viability assessmont may bo
nacessary.  This should be informed by the parficifar circumstances of the site and
proposad developmant in question, Assessing the viabilty of a particular site requires
more datalled analysis than at plan level,

A sita |s vinble if the valua genarated by its devalopmant excoads tha coats of
developing It and also provides sufficlent incentive for the land to come forward and the
developmant to be underaken.”

The PPG addresses tha use of foracast modelling within viability testing (Para 017,
Reference 10: 10-017-20140306) as follows:

"Viability assessment in dacision-taking should be based on current eoata and values.
Planning apphications should be considered in totay's circumatances. However, where j
soheme requires phased delivery over the medium and longer term, changes b the
value of developmaent and changes in costs of delivery may bo conaldered. Forécasts,
based on relevant markel data, should be agreed belween the applicant and fozal
planning authorily wheraver possible.”

With regards to tha Councll'a conslderation of planning obligations in relation to
viability — including the assessment of affordable housing provision (Parm 029,
Referance 1D 10-018-20140308), PPG states:

“In making deeizions, the local planning authonfy will need lo understand the impact of
planning obligations on the proposal, Wharo an applicant is able to demonstiate to the
satisfaction of the lecal planhing authority that the planning obligation would cause the
developmeant lo be unviabla, the looal planning authonly should be flaxilile it seoking

pianning abiigations,

This is parffnu}urty refevant for affordable n::unm;; contributions which are often the
largost gingle tom sought on housing devalopmeonts. These contributions should not be
sought without regared to individual scheme viability. The financial viability of the

AU
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3.14

3.16

3.16

317

318

thefiviclival schemao should b carelully considerad in ling with the principles (1 this
guidance."

Regional Planning Palicy: The London Plan (MALP), March 2018

Tha London Plan sats oul the relevant London-wida planning policy guidance, the
ralevant reglonal planning policy guidance for Camden and forms a componant part of

the statutory devalopment plan.

Policies 3,10 and 3.11 on "Definition of Alfordable Housing” and "Afferdable Housing
Targets®, raspectively, explain thal affardable hausing includes social rented,
affordable rented and intermediate housing. A targel |s sel for an averoge of al least
17,000 mara affordable homesa per year in London ovar the tarm of the London Plan.
B0% of affordable housing provision should be for social and affordable rented and
40% for Intermodinte rent or sale and priority should be given to provision of affordable

family housing,

Policy 3.12 "Negotiating Affordable Housing on Individual Private Residantial and
Mixeod LUsa Schamas® states, that whilal boroughe ahould asek the maximum
reasonnble amount of affordable housing, negatiations on sites should take account of
thair individual ciroumstances, including devalopment viability.

Palicy 3,13 which deals with "Affordable Housing Thresholds” states that "Boroughs
shauld normally reguire aﬂardéhlu hauging provielon on a site which haa n eapagity (o
provide 10 or mora homas, applying the densily guidance”, as sal ouf in Tabla 3.2,
"Boroughs are encouragad 1o soek o lower (hreshold through the LOF process whare
thia ¢an b justified in accordance with guidance, Including ciroumstances where this
will anable proposals for laiger dwallings in terms of lcarapace to make an aquitable
contribution to affordable housing provision™.

Supplementary Planning Guldance

The Mayor's Housing Supplamantary Planning Guidance (SPG) (March 2016), which
s rolovant In larms of viability, states thal “af the time of the publication the Housing
and Flanning Bifl wazs making ita way through the legisfalive process which has
significant implications for how we plan for affordable housing in London. Therefore,
other than this section dealing with viabliity, the majonity of the Affordable Housing
chapter cansullad on has not been published and remaing ag drafl, It is likely that
further guidanee or advice on affordable housing will be required once more dalall is

AR GAOANTD
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3.18

4.20

3.2

known aboul the Governmant's approach and its implications for London”

In this context, the Mayor's Draft Affordable Housing and Viabllity SPG has recantly
been publishad for conaultation (29 November 2016 1o 28 February 2017), This
doaumant oncn adapled will suporada Seclion 3.3 (Bulld 16 Rant) and Pail 4
(WViability) of the March 2016 SPG. The SPG focuses on four distine parts; backgraund
and approach; the threshold approach to viablity appralsals; detalled guldance on
"|I'|I¢h'|m'jl' asseaaments; and a apacific approach (o Build to Renl Sehames,

Tha Mayor's Cantral Activities Zone SPG was adopted in March 2016, The emphasis
of this SPG |s to encourage the provision of office and business floorspace within the
CAZ and the document sees a shiff towarda groater waight being placed on the
provision of officas and othar CAZ sirategic functions relativa 1o new residantial

Local Planning Policy: Gore Strategy (2010)

Folicy CS6 of Camdaen's Core Sirategy siatos that “the Council will aim o securns high
fuality affordable housing avallable for Camdan households Ihal are unable (@ access
miarkal housing by:

f) Seoking fo ensure that 50% of the borough-wide targel for additional solf-
eontained homas (3 providaed &g affordabla housing,
@) aeeking to negotiate a contribulion from specific proposals on the basis of,
= The maximum reazonable amount of affordable hoiising under the specilic
circumstances of the site. including the financial viability of the

davalapmen,

= An affordable housing largel of 50% of the tolal addition fo housing
fioorspaos, and

«  Guidelines of 60% soclal rented housing and 40% Intermediale affordable
housing,

) Minimizing the nef loss of affordable housing,
) Regonarating Camden’s housing eatatas and seaking to bring Councll stock up
ta tha Decent Homaes standard by 2012

3.22  Policy C56 goos on to stale that *the Counall will monitor the delivery of additional

howusing agains! the target for housing supply, and will seek to maintain supply at the
rafa necessary (o meal or exceod the targel. In seaking fa maintaimn the housing

L R
Crdanryriggh] dmiiynd FO17 Clrald e LLF il



COMMERCIALLY CONPIDENTIAL - REDACT VIZRBION @
Cnilliwoed Houss and Mitdlun Houkae

Royal London GERALDEVE

A Fininoial Viability Assasamant in isiaion (o this Fanning Casn

Stpply, the Councll will adjnst the type and mix of housing sought, aving regant (o the
finnancial viability of devalopmant, the sales of capital valtio of diffarent house fypos
and tenures and the needs of differant groups”

Local Planning Policy: Camden Dovelopment Policies (2010)

3.23 Palicy OF1 atales that Y conaidlaring whethar a mix of daes should be saught, whather
it can practicafly be achieved on the site, the most appropeiate mix of uses, and the
soale and nature of any contribution fo the supply of housing, the Councll will take inte
aacounl

a) The character of the devefopment, the site and the area;

b) Site sfze, the extent of the additional floorspace, and constrainls on including a
iy of uses;

g} The nead for an active streal frontage and natural sirveillance;

d) The economics and financial viability of the development including any partieulnr
costs agsociated with it

@) Whathor the sole or primary use proposed is housing;

) Whaere secondary uses would be Incompatible with the character of the primary
e,

g) Whore an extension to the gross fioorspace 18 needed for ah existing tiser;

h) Whaere the davelopment s pulilicly funded;

i) Any other planning objoctives congiderad to be a priorily for the site "

3.24  Development Policy DP3 deals with “contributions to the supply of affordable housing”
The Policy notes that the Council will expact all residantial developmants with a
capacity far 10 or more additional dwellings to contribule towards supply of afferdable
hauaing, The Council adopts a cRABCALE approach to the supply of affordable housing
and will "expodct the affordfable ﬂﬂt.‘ﬁ‘ﬂ'ﬁ_ﬂ' cantribition te be made on site, but whare it
vannol practically be achieved on site, the Councll may accept off-gile affordable

housing, or exceptionally a paymoent=in-lfeu”.

3.25 Policy DP3 slates that the Counell “will negaliate the developmaent of individual sftes
and refated sites to seek the maximum reasonable amount of sffordable housing on
the basis of an affordable housing target of 50% of the lotal addition fo housing
floarspace, but will apply the target with regard to a sliding soale from 10% for
davalopmonts with capacity for 10 dwellings to 50% for davelopment with capacity for

AV TN
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50 dwallings”

In considaring whethar affordable housing should ba aought on aite, off site ar whathar
a paymant in lieu would be provided, the Councll consider the following:

a)
b
€
d)

@)

f

Aceass 1o public tranaport, workplaces, shops, services and community Tacilities,
The character of the development, the site and the area;

Sita size, and constrainta on Including a mix of market and affordable tanures;
The sconomics and financial viakiiity of the developmaent including any particular
costs associated with It;

Tha impact on ereation of mixed and Inclusive communities; and

Any other planning obléctivas conalderad to ba a priority for the site.

Local Plan Policy: Camden's Emerging Local Plan

Polloy HZ statas thal “In considaring whather (o seek 8 mix of uses Including houalng,
whether housing should be provided on sile, the most apprapiiate mix of uses, and the
scale and nature of any provizion of housing and other uses, the Counclf wilf take Info
ﬂﬂﬁﬂllﬂl‘?

a)
&)
c)
)

a)

g
h)

il

I}

AN RONRREID
@ eopyngid peEsrved 3017 Oesld fve LLW

Tha characior of the davelopimant, the site ahd the area;

site siko, and any constraints an developmng the sité for a mix of yses;

the priofity the Local Plan gives to the fowellory seclor in the Halten Garder area,
the need o add to community safely by providing an active sireet frontage and
natural aurveillance,

whather seff-pontained housing woidd be compatible with the characler and
oparalional requirgmants of tha proposaed non-residentinl use and other naarby
uses, the extent of any addittonal floorspace neaded for an exiating user,

the extent of any additional floorspace noeded for an existing user!

whother the dovelopmont ts publicly funded or serves a public purpose,

the jmpact of a mix of uses on the efficiency and overall quantum of
davalopmant,

thie economics and financlal viabilfty of the developmeant incliuding any particulat
costs associated with If, having m;rmr.' o any distinctive viability characleriafics of
particutar goctorg such as bulfd-to-lat housing,

whather an Hﬂﬂ'fﬂﬂﬁh"ﬂ‘ approach could baeiter moal the objectives of this policy
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3.28

.29

3.30

3.1

332

anet the Local Flan”

F'ﬂ"l:':y Hd soeks o maximisa tho ﬂuﬂﬂty of afferdable houring, The Councll will expect
a aontribution to affordabla housing fram all developmants that include housing and
provide one or more additional homes, The Counall will seak to negotinte tha
maximum roasonable amount of affordable housing, A aliding scale targat HPP“EH o
ﬂuthpr‘an'IE thal provide one oF mora addiional homes and have capacily for fewar
than 28 additional homaes, starting at 2% for one home and increasing by 2% of for
anch home added lo capacity, For developments with capacity for 10 or more
additional drawings, the affordable housing should be provided on aite,

Summary

The NFPF recognises thal development should not be subject 1o such a scale of
abligation and policy burdens that ita viability iz threatened, and In addition, obligations
should be flexible to market changes in order lo ansura plannod developments are not
stalled. This reinforces the nead for viability testing in ordaer to allow willing landownars
and dovalopars to recaive compatilive returns which In lum anable tha delivary of

davalopmant,

In assessing the level of planning obligations, Including atfordabile housing provision, in
nocordance with the London Plan and LBC's Development Folicas, regard must be
had (o the economios of devaloprmeant and financinl viability considerations associted

with the achamae proposals and othar planning objectives and requirements,

Tha NPPG raviews (ha Hbllh’ﬁi’lhl"l}f of devalopmont through the scala of planning
bb"gl‘.lﬂnns find othar costs, on a sita h}f site bagis, consldering a viabla devalapmant
to ba @ scheme where the value generated by the developmoent exceads the cost of
davalapling it. It notes that where the planning obligations would causo the scheme o
ba unviable, the local planning autharity ahotild be flexible on the lovel of obligation
sought.

Camden adopta & cascade approach to the provision of residantial floorspace In line
with the mixad use Policy DP1, Residential fioorspace should, In the first instance, be
provided on site. Whara this is not possible off site provision should be considerad
and, in exceptional croumstances, a financial payment in lleu of provigion. The Councll
will seak 50% of this residential provision to ba providaed In the form of affordable
housing.
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233 The Londan Plan and Policy C36 of Camden's Core Stratogy, both spak tha maximum
affardable housing pﬁl:llbl&. Ill'llﬂﬂ iila sanaldaration ﬂb’#ﬂlﬁpl‘l‘llﬂi and Ninancinl
viability.
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4.1

4.2

4.3

d.4

4.5

48

Professional Guidance (RICS)

Introduction

This section summarises the extracts of the RICS Guidanca Note: Financial Viability in
Planning (“the RICS GN°) ralevant to undertaking & viability asseasment,

The RICS Guidance Note: Financial Viability in Planning

Tha RICE GN was published in Auguet 2012, Tha purpose of the guldance nata is 1o
anable all panicipants in the planning process to have a more objective and transparent
basis for understanding and evaluating finanacial viabllity in o planning context. it
provides practitioners with advice in undertaking and assessing viability appralsals for
plahning purposos.

The RICS GN defines financial viability for planning purposes; separates the kay
tunctions of developmont, baing land delivery and viable devalopment (in accordance,
and conslstent, with tha NPPF); highlights the reaidual appraisal methodology, defines
sito value for both achema apacifie and ana-wide tesling in & market rathar than
hypoathatical contaxt, what to include in viability assessmaents; larminology and
suggested protocals; and the uses of financial viability assessmants in planning.

Tha guidancae note provides all those Involved n financlal viability in planning and
ralated mattars with an objective mathodology framework and sel of principles thal can
ba applied for both plan making and davalopmant managamant.

The guldance note s groundad in the statutory and regulatory planning regime that
currantly oparates in the UK, 11 s consigtant with the Locallem Act 2011, the NPPF, and

the CiL. Regulations 2010,

Finanelal viability for planning purposes is deflned as follows-

“An obijective financial viability test of the ability of a developmaent praject o mool its
costs including the cost of planning obligations, whilst snzuring an appropriate site valuo
for the landownar and a market nisk adjusted retumn to the developer in delivering that

projact.”
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4.7 This FVA and accompanying analysis hava bean prepared fully In acoordance with the
provigions of tha RICS GN,

4.8 Inariving al @ Site Value, In accordance with the PPG and In particular paragraph 023,
wa wolld highlight the need to conslder the commen pringiples of the three limbs.
Section 3 of this repor sal oul the pelicy requifemeants, and Section 11 considera the
compatitive redurn to the land owner in the context of the make-up of value and testing
this through comparative, markot based ovidence. In this respact the RICS GN af
paragtaph 3.4.7 provides guldance on the use of comparabla avidence,

4.9 In addition tha RICS GN at paragraph 3,6 notes that where gites have bean nssemibled
to enable a comprahenaive devalopmant, this should be rellactad In the site value. In
{his Insinnce tho site comprisas two distinet parcals of lnnd which have baan aoparataly
valued (sea Section 11). The RICS GN also stales that it may résull in synargistic valus

arlsing.

410 Finally it should be noted that valuations of tha Individual plots underaken by CBRE and
inchuded Section 11 are In accordance with RICS Valustion - Profassional Standaids
“the Red Book”, Thay therefore adhere to the required professional standards that are
mandatary when undertaking valuations,
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5.1

8.2

5.3

54

5.6

The Scheme

Introduction

T'he propoasls involve the comprahensive redevelopmant of Castlewood House and
ramadeling and extension of Medius House,

In summary, planning parmisaton s sought for:

Damalition of the existing building, af Castlewood MHouse, and construction of a
replacement ten storey mixed use bullding, plis ground and two basement levals,
inclicing the provision of retaill (Class AT and/or A3) and office (Class B1) floor
space. External afterations to Mediis House including partial demolition, retention of
the axizling fagade and two floor extension to provide 20 affordable housing units
(Class C3), together with nssoclated highway improvements, public realm,
landscaping, vahicular and cycle parking, bin storage and other azsociated woiks.

Tha developmant proposals for the Sita rapresent a mived-use amploymant led
schame including prﬁ'ﬂllﬂﬁ of relall uses and FD"L‘;IF Eﬂl‘npllnﬂt an-sila affordablo
hoiialng.

Proposala

The proposals have evelved around an opportunity 1o significantly upgrade the existing
DU‘HII“HF. refllecting Camdean's Koy policy oljectivis and (aking ﬂﬂ'lfhl'ltﬂgﬂ of the site's
koy airengihs namaly ila highly accessible Contral London location, including proximily
to the new Crossrall station at Toettenham Courl Road, the mix of Building styles and
heights In tha aren, and tho potential (@ create strong padestrian links through to the
surrounding districts,

The proposals would result in a new 11 storey bullding on the site of the existing
Castlowood House providing 9 floors of Grade A office space with ground floor retall
and use of tho axisling basameant,

Medius House will be extended by two addilional lloara and developed within a
retalned facade to create an 8 storoy bullding providing 20 high quality affordable

AV HEROKIBATD
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homas above ground floor retall and exiating basamant.
5.7  Proposed plans for the Scheme are included as Appendix 8.

Table 1: Land Use Summary

Lined Ui Exlsting Propoand Mot Uplift (sgm
isqm GEA) (sgm GEA) GEA)

Office
(Class B1)

Ratall 852 2,820 + 2177
(Class A1/A3)

Aflordable 0 2147 + 2147
Rosidential
(Class C3)

TOTAL 16,361 23,881 + 8,520

GCffice Proposal
6.8 This Seheme wauld provide 138,511 &4 it of Grade A oflice space ag oullined balow,

Table 2: Office Accommodation (Castlowaod House)

S

4,680
b.580
16,564
15,664
16,634
17,738
17,065
18,223
i 16,899
TOTAL 138,611

B o2l Bl ot My o=d| = D

5.8 Tha office floorspace has been designed to meet tha requiraments of modarn office

AvitrCedniiso
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occupiars. A cantral core will maximise the amount of natural light and would have the
ability to be subdivided (o meet tenant space requiremants, anhancing the ovarall
commarcial uses within the local nrea,

510 Sik passanger lifls will provide access (o all levels including shower facilities in the
basamant and the cammunal roof tarrace on the north of the bullding, which will enjoy
vinwa avar Bloomabiury,

Retall Elemoent

511 Ratall unite will be provided at ground and basament levael providing frontage onlo
Earmshaw Sireet, Bucknall Streetl. as wall as New Oxford Street.

512 All serviolng of the retall units will be provided off strest,

Table 3: Retall Areas (NIA)

Castlewond Houso Modiun Holina
Hanament ), i
“Giround Floor 0,568 2,723
Total RN T 4,940
24,821

Affordable Residential Element

6.13  Thae residential componant will be situated in Madius House and comprises 20
affordable housing units, o mbdure of soclal rented and Intermadiate, This comprisas
B0% affordable rent units and 40% intermadiate units. A summary of the afferdable
rasidantial offering of the Schame is included as Table 4 halow,
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Table 4: Affordable Housing Schedule (Medius Houso)

Roaidaniinl  Habitablo Allordnblo Intgrmadinio Total
Raoima Raiit
Sludio
PErson
2 parson i 0 4
~ 2Zbed | A person ] 3 13
- 4 porson i 1 2
3Bod | Bperson 3 0 1 B TR
“Yotal 1A%y | 8(a0%) 20

.14 Al apurtmants will share o lobby and single core aocessed from New Oxford Street.
Resldanls cycle parking and storage will be provided ol basemant level,
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6 Limitations on Mix of Uses within the Propearty

6.1 The proposals radull K an additional B,.5208q m GEA Nlocrspaca, Locsl pollcy reguirad
the pravision of up lo 50% of total additional floorspace lo ba provided as housing. If
housing cannot ba achloved on-site, a contribution to off-aite housing may be
conaldared, In ﬂ}fﬂﬂmiﬂﬂﬂl cireumsatancas the Council may aceepl a paymant in lleu,

6.2 The architectural and design team (Robar Pardington & Partners) have undertakon o
datalled axorcise to examine the potantinl for the housing to be provided on-sile in
accordance with LBC's Mixed Use Policy DP1. Through tha praparation of a Housing
Study, which has been submitted alongside this planning application (and s provided
at Appendix 8), il became apparant thal it would nol be paasible to accommaodata
sufficlent residential lloorspace on alle

6.3 Robart Partington & Partnars assessed thineen optlons for providing o full provision of
hausing onssite In thelr premiiminary review in February 2016, along with an
assassmant of tha feasibility of doing so. Each option has multiple limitations which
randar addilional rasidantial accommadatian on-site as unfeatible as detalled In
Appendix 8,

6.4 Since hae inltial housing lill.]li'l'yr undaraken in Fabruary the schame has evalvad and
devalopad. Counterfactual Seenarios 1 and 2 test the residantial provislon based on
the latest design, These two options have been considered to have the greatest
prospact of ﬂﬂ“"n’ﬂ‘ﬂﬂ'ﬂ & higher proportion of realdential accommodation In dasign
terma, whilsl still axhibiting a number of lssues in erma of feasiblity and design. Wa
fava thisralora 16 this repoi assessed the financial ‘Uiﬂh"lly of thess Scenaros,
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6.8

6.6

6.7

6.8

6.9

6.10

6.11
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Counterfactual Scenario 1 - Upper Floor Residential Provision Castlewood /

Medius Refurbishment

This Counterfaciunl Scenario 1 looks at providing the paliey compliant leval of
reaidential ﬂﬂl.‘lflpﬂﬂ-ﬁ on the Uppar floors of Castlewaod House in 4 pmimumr layout,
and within a ratained but exlended Medius House. All residentinl provision within
Castlewood would be privata, while the affordabla provision would b delivarad in
Madius House,

The parimetar layoul of the units oreates n large number of single aspect units and a

large amaount of space at tha cantre of the plan with no natural daylight, Further
compromigad by tha office [N averruns, thig apace in unusable for reasidantial layouls.

The requirernant for n dedicated core pasaing through the lower floors significantly
compromises the quality and value of the office floorspace. Equally, the office |ifi
ovarrun significantly compromisas the first lavel of reaidential,

In addition the presende of a residential antrance and bin store reducas tha ground
floor ratall frontage

Counterfactual Scenario 2 — Residential Provision at Castlewood South Elevation

| Medius Refurbishmant

Countarfaciual Sconpaiio 2 FI’WIH&& {hae MHL"}{ compliant level of redideniial ﬂﬂi}rﬂﬂﬂi}ﬂ
within tha south eastarm corner of Castlewoad Housae, and within o relained bul
extended Madius Mouse. All residential provision within Castlewood would be private,
while the affordable provision would ba dalivered in Madius House.

The provislon of residential along the southern elévation fram first to sixth floor leval
would significantly compromisa the quality of the office floorplates at those floors, Tha
compromises In the quality of the office fleorplate render Counterfactual Scanario 2
unviable. Az a reaull this ﬂj}“{lﬂ i deamad impractical and not daliverabla,

The additional residential core and cycle parking reduces retall at B1 level, eliminating
thar ability to trade down In the norheast cornor ratall unil. In addition, the residential
antrance and binatona reduce retail rontage atl ground level and (8 only accasaible via
"The Lana,'
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7 Counterfactual Scenarios

introduction

71 In order to test the financial viability of providing further on-site reaidential,
notwithstanding the (ssues highlighted In the pravioua section, we have sought to
analysa tha potential financlal returns of Counterfactual Scanario 1 and Counterfactual
Scanario 2. These have baen identified by Robart Partington & Partners as the most
feasible aptlons from those assessed in a comprehensive housing study (Appendix 8),
although these Sconarion are siill subjact to degign [ssues.

7.2 Thess soonarios reprasent differing iterations of options to provide addilional privata
residential housing within the Castlewood House section of the Site. Affordable
rasidential is providad antirely within Medius Mouse In all three terations of tho
Schama.

Counterfactual Sconario 1

7.3 Counlarfaciual Seanario 1 PI‘EI'U'MEI# i cormpliant laval of residential learspace on the
upper floors of Castlawood Housea in o perimeter layout and within a retained and
oxlended Madius House. All residential provision wilhin Castlewood would ba privata,
while tha affordable provision would be daliverad In Medius House,

7.4 Cauntarfaciual Sconario 1 contains 16 privale rasidential spartmants, located on floar 8
and 8.

7.5 Proposad plans for Counlamactual Scanaria 1 s included as Appandiz 8. A summiary
of quantum of uses In Counterfactual Scanario 1 is provided in Table 6, balow.
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Counterfactunl Scenario 2

G
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7.6 Counterfactual Scenario 2 provides the policy compliant lavel of residential floorspace
with the soully eastam comar of Casllewood Mouse. All rasidantial provision within
Castlewood would be private, while tha affordable provision would be deliverad In

Mediuas Houso,

7.7 Countarfactual Scenario 2 contains 17 private residantinl apartiments, localed on
batwadan floors 1 and 7.

I?.B Froposad plans for Countarfactusl Scenario 2 are included as Appendiz 8. A sumimary
of guantum of usas i Countarfactiual Seanars 2 s provided in Table X, balow.

Tabla 6: Land Use Summary Counterfactual and Schemes

Land Uso

Office
{Clans B1)

Sahomio

{aeg 10 MIA)
138,611

Countorfaciunt 1

(wej Tt MIA)
120,308

Ratali
(= }IT1
A1)

Privato
Rosidontial
{Claps C3)

—— i —— —

4 521

FENIES

Tl o' I il %

16,737

{mq it MiA)
17 661

Countermaciuunl 2

Affordable

Rasidantial
{Clans C3)

13,788

13,780

TOTAL

17N

178,407

13,760

——

68,200

Countorfactual Value and Cost iInformation

78  Inorder to assess the viabllity of Counterfactual Scanarioa 1 and 2 the bulld costa and
applicable commarcial disposal vailues have been nasessad by Currla and Brown and

CBRE rospectivaly,

710  Gaemld Eve has undaitaken tha pricing of both the private residential and affordabla
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ragidantial elemanta with input from in-house residential and affordable housing
axpois.

741 These assumplions are expeunded further In subsequant sections of this repotl. Where
cosls of values for the Counterfactual Scenarios are not explicilly stated to differ from
the Schoma, it should be assumaed that these asaumptiena adopied for the Schema
have also baen applied to the Countarfactisal Seanarios appraisnls,
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8 Sales and Market Data

8.1 An analyals of both the office and retail alements of the Scheme has bean undertaken
CBRE, an indapandant agent, on bohalf of tha Applicant. The kay points of thelr analysis
are summarised in this Sedtion and are supplemented by our own intemal résearch n
arder (o provide an ovarview of the key slements of which the Schame and
Countarfactual Scanarios compriso, thésa hﬂ'ing:

=  Office Renial Valuss and Incantivas

= Office Investment Yield

= Retall Valies and Incantives

= Raotall Invesiment Yield

+  Affordabla Hoeusing Values

= Counterfactual Commercial Values

«  Counterfactual Frivato Residantial Valuas

Office Rental Values and Incentives

8.2  Rental markel growth has memained largely neutral in the submarket since the resulls of
the EU efarandum In the Midtown and Wast End office submarket, accarding to MSCI
Monthly Data, This reprosanta a slowdaown it growth which was evident in the market
pra-rafatendum which equated o approximataly 2% bolween January and June. Rental
value movernant over 2016 in the Midiown and Waest End submarkel Is summarised |n
Flgure 1, balow.
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83

B4

8.5

8.6

Figure 1; Midtown and West End Offices Rental Growth Index 2016
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Saurce: MSCH

Datails of the lecal office market and the developmant pipaline along with details of
comparable avidence ar ael out In the Office and Retall Market Conditions & Pricing
repor prepared by CRRE and provided al Appendix 10,

The office nccommodation for the Schama will ba finishad (o a "“Grade-A," inatitutional
guality. The internal spedification of the offices Is anticipated to banefit from foor to
eniling glazing, 2.75m finlahed Noor to celling haight, alr conditioning and ralsed aocess
floors, Lavels 4,5,8,8 and 10 will banafil from privale culside space and In addition there
will ba a communal roof terraca on leval 10

CHRE note that the Scheme's achievable office rental values will be somewhat limited i
terms of accuplers seeking a corpatale HQ office bullding. Occuplars of this nature
require presence and branding at ground floor level in erder 1o position thair busineas
within tha lncal eanvironmeant - lhe sntranca is however Nankad by retail unita,

(4 2016 was the most active quarter In 20186 in terms of office floorspace take-up in
contral London. Take-up incressed by 26% 1o 3.7m sq Nl in Q4 2016, 20% above tha 10-
year avemge of 3.1m sq ft, Despite the strong end to the year, a1 12.2m aq i full-year
lake-up for 2018 was 17% lower than 2015 and marginally below the 10-year annual
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avirage of 12.4m ag fl

B.7 In the Soho, Fiztrovia, Bloomsbury and Covent Garden & Strand areas, at the end of G4
2016 the amount of apace which 1§ avallable to ocoupy within the next 12 menths stood
al 1.57m sy 1. This 18 2% above the long rm average of 1,538m &g 1l Pnor (o G4 2016,
the avaiiahiily rate hod baan rising for thae (ast five guaiars, Thae vacancy rate n thasa
looal submarkats of the and of 03 2016 stood at 4,2% of total stock,

a.6

Table 6: Office Rental Values, Incentlves and Volde

Estimatod
Floor Rontal Villue (E Letting Void Ront Froe
pof &g 1)

110
108
LO8

LO7

Lo
—
104

Lo3

LO2

| Lot
| Total
Soiroe) CBRE

A
O[T
sIRNRNANANR

8.0 W have adopled a rango of vaids and incontives as advisad by CBRE and summariaad
in Tabla &, above

Oifice Investment yield

810  Midtown and Wesl End officen saw oquivalent yields move out ovar Q3 2016 to 4 8%

following the mferendum up from 4,7% In June acoording to MSCI. Followlng a perlod of
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8.11

B2

8.13

sovare uncertainty the markol underwent a pariod of yield modest compression, with
equivalent yield standing at 4. 8% as of Decembar 2016, Yield movemant avar 2016 In
this Midiown and Wast End submarket s summarised in Figure 2, balow.

Figure 2: Midtown and West End Offices Equivalent Yield 2016

.86
4,80
4.85
A4.00 =
475
4,70 ' =
4.65
4.60
455

45“ . - - - - = = —— X - 3
Jan Feb Mar Apr May Jun  Jul Aug Sep ©Oct Moy Dec
2010 200 2000 2018 2008 ZOWG 2070 2016 200G 2018 2076 2014

(%)

——Equivalant Yiald

Sowrce: MSCI

Following the EU refarandum an June 231d 2016, the inveatmant markal in Cantral
London was distinctly unsettled with a number of tha apan anded funds having 1o sall
proparly to maintain liquidity within their funds, These funds hove now stabilised and re-
apenod lor troding. G4 2010 witnessed n huga influx of overseas capital, primarily from
Asia, givan the ¢, 15% deprecialion in Sterling, There ramaing a substantial amaunt of
ovarséas capital waiting to be daployed inle commarcial Invastimant property it London -
particularly the Asia and the Middle East = looking for alither strong income
charnctariatics or value-add aaasl managament ﬂFFﬂml“mﬂﬂ
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Retail Rental Values and Incentives

#.14 The Soheme offers @ continuous run of retall unlis alang the Maw Oxlord Street frontago,

Ihere mra o further iwa units @ e eoull of the schame one on (he cofner of Earnehaw
and Bucknall Straal and a secand lurthaer along Bucknall Streat

818 Currently retall demand comes from & mix of loeal residents, lourists, visitors and the
local workforce, New Oxlord Straet has wilnessad & numbar of introductions o the area,
most notably The Moxton Maelborn Motel by Ennismora on Mew Oxlord Streat, which
includes collaboration with Chaaky Parlour, tha Chicken Shop, Hubbard & Ball and the
Hoxton Grind an tha ground oo

818 CHRE have advised (hal dus to tha length of New Oxford Strest running from Tollenham
Court Rord undarground simtion to Holbom, the Zone & retes on tha street aro varinble,

Furthar retail lstting

transactions are included at Appendix 10.

g.18

R . cnnary of rental values, volds and incentives ars displayed on o
flaar by floor basls in Table ¥, below. Furthar detail is included af Appandix 10
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Table 7: Retall Rental Values, Incentivas and Volds

Eatimated Rantal

Linit Letting Vaid Ront Free

Valuo (£ porag )
Castlowood Houae

Unit 01
Unit 02
Unit 03
| Wnit04

Basamant

Modius Houso

| Unit01 . _
. Basemont

Source: GBRE

Rotall Investment Yield

8,19 CBRE have assessed comparabla transactions in the Midtown and Soho sub-markets in
ardar ta inform our epinion on achievabla invastmant yields, Further delail is includad at
Appendix 10,

8,20

Affordable Housing Values

8.21 The Alfordable Housing team at Gerald Eve has advisad on the affordable housing
vilues achiavable In the units proposed in Madiua Housa,

8.22 Soclal f Affardable Rentsd unile have bean valued using the fallowing mathodology:

P
B ——r—a—
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823  Intermadiate Rent unils hava bean valued using the following melthodalogy.

824  Follbwing the advica of Gerald Eve's alferdabla lousging team wa have adoptad tha
following affordable housing values, summarizod in Table 8, balow

A WO DB
B DR T (SR ] 20N idirald 0 LLM 42



COMMERCIALLY CONFIDUNTIAL - REDACT VT RAION
Cianflowood Houas anid Madiue Houso

Hoyal Lomdon GE RN-.DEVE

A Firvivtlal Yiabilily Annonsinind i relilion 1o (e Mennliog Cobe

Table @§: Summary of Affordable Housing Values

Tonura Rato {E pai)

Social
Ratited [
Iintarmadiate
Raintad =
Blonded ==

agiree; Gerald Evo
Counterfactual Scenarios Commarcial Values

8.28  Givan {he Costlewood House slemant of tha Schema |z a standalons commarcinl assoe
wis are of the view that the rental income, managemant efficiency and the abllity to
refurbish the building holistically would (kely result in R
B C6RE have assnsaed achisvable rental values and yields for
Counterfaciual 1 and 2; this is included at Appendix 11, Countarfaciual Mixed Use
Repaort,

820 CBRE hava identified that Counterfactunl Scenario 1 bears the following drawbacks
which are likely (o impact on the nvestment yiald and rental levala (further dotail is
Ineluded at Appondix 11).

= Tho premium space, on the vary upper floor levels (8 and 10,) has been lost, This
will have a nagalive effect on tha rants on the lowaer floors down as the overall

package for a significant oecupler becomig lass desirable,

#=  The lsval B lobby s shared with residential. A sharaed lobby Is undesirable,
aspeclally for your premium upper floor sprce, This will devalue this floor
conaldersbly,

= Tha Oth floor rasidential ovarlaoks tha 8th floar tarrace,

*  The ahility for an ocoupler to have a self-contained ground flopr entrance to the
oast of the cora is o8l ih placa of the reaidential cora,

+  Thare s a loss of cycle storage on leval B1 and the acoess to the cycle storage ia

AN
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sharod.

« The offica coro on the upper floors (1-8) becomes larger, mora (megular and
elongated as a rasull of twe residential 1ifts that run up (hrough aach floor

8.27  Given thelr analysis CBRE has ndvised that the following rental values, iIncentives and
volds will ba applicabila (o Counarfaciual Scanario 1,

Table 8: Counterfactual Scenarlo 1: Offlce Rental Values, Incentives and Volds

Eatlmatod

Eloor Rental Valuo Lotting Void Ront Freo
(E por &g ft)

Bth

7th

tth

Gth

ath

3rd

2fid

Tat

Source; CBRE

828 CBREE have identified thal Counloifacliial Scanarla 2 baars the fsllawing drawbacka
which are ltkely to iImpact on the invéstrmant yisld and rantal levals (further detall is
Inoluded af Appendix 19):

= Tha flow of the upper oo office floor plata 18 compromisad as il & not poaaible 1o
accoss i 360 degross. Occuplars prafor afficiant floor platas with minimal intermal
travel distancos. The floor plntes shown will tharefore be less dosimble

ANIC ] CUCTRRI0
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« Floor plate divisibllity is compromized on levels 1 -7,

= Thare is o loss of oycle storage on level B1 duw to the residential core and tha

acooss to the cycle storage Is shared,
& Thara s o loss of (ha pramium space and (ha communal oulside space on [Byval 10

8,26 Given thair analysis CBRE have advised that the following rental valuss, Incentives and
voida will ba applicable to Counterfactual Scenario 2

Table 10: Counterfactual Sconaro 2: OfMloce Rental Valuas, Incantivas and Vaolds

Entlimdled
Rental Value (€ Letting Void Reént Froo

per s i)

fith

ath

7th

6ih

Sth

Ath

3l

2nid

1t

Satrce; CBRE

8.30
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Ihere s less appeal for office bulldings where the ovarall
appearance and control of the bullding and space within It |8 reduced,

+  Thare Is an impact on liguidity resulting from the residential floors being sold off an
long leasehold Intereats, craating regmanted ownarship and reatricting future
nasol managamant and daevelapmen! opporunllios,

*  Management lssues surrounding long lensehold residential interests;

= RFaaiiiclive ability to rafuibish or redevalop tha building holistically,

# Tha reduction of guantum of commarclal floorspaoe; and

= Tha loas of uppaer floor offices (Countaifactual 1) and eompromiged Noorplales
{Cauntafaciual 2)

Counterfactual Private Residentlal Yalues

2832 Forthe purpose of analysing the two counterfactual scenarios, Gerald Eve LLP has
adviaed on the pricing of the polential residantial units

8.33  Due o thi Stamp Duly revisions and the uncertainty resulting from the lead up to and the
rasult of tha EU Referendum, Prima Central London valuas have sulfferad over the last
yaar, falling by an average of 6.9% In 2016, Thia @ in compariaon (o ovarall annual
growih across the whold of Leafdan of 7.1% In Q3 20146, Transaclion levals for prapaitly
worth avar E1million was also sevaerely impacted falling by 23% ovér the same period,

834  The Midtown market has howavar fared slightly batler than the larger Prime Central
Londan market and confidenca is staring 1o recavar, allhough only at the rght price,
Lonres raport thal he average discount to asking price in G3 2016 was 8%,

B.AE  The Tottenham Court Rond araa haz nol histerically beaan a strong realdantial lscation

But s soon o imprevamant with the tanhceming arrival of Crossall, Righlighlod by the
increaked numbar of residential development occuring in the area;

Al R
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8.36

B.37

B.38

&40

841

AL

A
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The private accommodation proposed within Counterfactual Scenario 1 would provide 184
apartmants spaced |i|'|'&fﬂ|l';f across lovelg 8 and 9, Tho aapact of heae flals would ba
favourable, same with views of Oxford Streat and soulh over Canlral St Giles, howeyar
the valuos would be significantly affected by tha poorly placed entranos thal can only be
accossed through an HTIHWHY to the east of the alte

Alternativaly, the accommodation proposod wilhin Counterfaciual Scenario 2 deas have
an improvad enfrance off Bucknall Strest, however the flots are positioned vertioally up
tha esastemn alde of the bullding, In particular, the flata positionad within lavel 1 1o 4 would
ba significantly affected by the lack of view into a small courtyard and into Canlral 5t
Gllea, Those further up will have more natural light and a belter aspect although still only

of Central 5t Glles and Bucknall Stroet.

Whan camparing the private units with thoss new bulld units sald in the ares it s worth
noting that several of tha new developments launched in the Midtown markeat in the last
yaar are purpose bullt jarge residential developmants buill to a high spacification and
with various extra facilitios that the units at Castlewood House would not have, For
axampla, Rathbone Place, which is achieving values In excoss of £2 000psl provides a
communal swimming poal, gym, sauna, private garden, lounge and a wine slofage room,
none of which could be provided at the subject site. Similarly, Fitzroy Place hos a
Membars Club lounge, business lounge, conferonce room, a private 20 seat cinema
rear, gym and massage rooms. Both developments are alao located In the desimble
Fitzrovia area, a shor distance away from the buay and congastied Oxford Stroat,

The Haxagon developmoent is another luxury residential schemae just off New Cxford
Streat but nearar Holborm tube, providing 46 residentinl units within an sxisting landmark

building. Thera is currently a two badroom 4th floor apartment on tha market for
£1,650,000 equating lo £1, 888psl. These uniis banefit from a much imote preminent
antrance and lobby within a fully residential landmark bullding but do not banafit fram any

other (acllities apart from a full conclerge sarvice.

The numbar of units proposed within Countearfactual Scenario 1 and 2 would nol warrant
an international marketing campaign and sales would therefore most likely my limitied to
domestic UK buyers. This may also limit the potential for achiaving values in line with the

largar now bulld schameas,

Thaere Is n large range in second hand salas values in close proximity 1o the alle
depanding on locatlon, speclfication, age and aspact, with capital values equating to

i
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approximately £1,150 < £1,B00psf.

BA2 Of monl relavance are those second hand sales in Central St Gilos, Immadiately
adjocent to Castlewood house. In March 2016, a one badroom ¥th floor flatl here sold far
£6140,000, equaling 1o £1,618psl. In August 2016 & ana badroom flat on 4th floor sold for
£EB22.400 aguating t6 £1 812paf, and In Ootabar 2076, & 51k floar ono bed of just 400 &g
ft sald for £740,000, tha equivalent of £1,880psf. The units within Central Sainl Gllas are
particularly small and this has resdlted In o higher mte par aquare foot than other
comparable devalopmaents in the markel which typically provide larger unfta

843 A pricing schedule on a unit by unit basis for sach Counterfactunl Scenario s attached ot

Appondix 12

Rasidontial Ground Ronts
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9 Costing and Exceptional Costs

Intraduction

a1 In this saation we st oul conts assocltad wilh the Scheme and Countarfaciunl

Soenarios.

0.2  Planning obligations and development returns are addressed In later sections of this
resport,

Consatruction Costs

9.3 We have ralied on the cosl plans provided by Curtle and Brown for the Schama arid
Countarfactual Scanarios 1 and 2, which esfimates coats ag at Q1 2017, Tha Cost Plan

supplied by Currlo and Brown is provided at Appendix 14, [
= = == ——— —— =i

8.4 By way of aummary we sal oul the conatruction costa of the Schame in the table balow:

Table 11: Summary of Construction Cost

Waorks Undortakon Total Cost £ GlA £/m’
Commarclal Shall and Core

Commarainl CAT A Fit Out
Commorclal Extumnl Warks

ﬂummurl:lal Bub Tutnl
ﬂuuidnnﬂﬂl Altul'ullunu

et s e e e e 14 e

Rﬂﬂidﬂntiﬂl Ehﬂ!l Ilr'li‘.i Core

"l el Lo ] o e e o

~ Residential Fit Out =
Residential External Works
Residential Sub Total
Diamalition

Total

Sownrie: Currio and Prown

GIAEN"

‘_g:

9.5  The iwo Counterlactual Scanarios hava been coated by Curre and Brown and cost
summaries are attachad ns Appendix 14,

EATIT AL GRS TR ]
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0.6

8.7

b8

R

Thir cost of developing Medius House and demalition costs ramain unchanged, howavar
tha increased corlg of developing additional privale residential floorapace In Castlewood
Housa maean the overall conatruction costs are incroaged for the Counteraciual
Soensrion. Thess costd am summarised In Table 12, bolow,

Table 12: Proposad and Counterfactual Build Costa

Works Undertaken Counterfactual 1 Counterfnotunl 2

f." ﬂ?l'l’!Wﬂﬂlﬂ HQHER

ﬂ.ﬂlﬂﬂﬂﬂw{"{?ﬂ HIJLIHL! nmﬂﬁﬂ"ml

'\ﬂlﬁlﬂluﬁ Hvuaa

Source: Currie and Hrc:wrr

Profesaional Foos

Consatruction Insuranco

Dinponal Costs

Tha disposal of bath the commarcial and residential alements of the schame will bear

markating, sales agont, legal and latling feas. Thesa ar summarised 0 Table 13 balow.

AWM R AHIRANT
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#.10

812

8.13

Tablo 13: Disposal Costs

Privato
Alfordablo Rezaldontial

iap Fod i dgr b ;
Disposal Foo Commercial Residantial (Countgrinctuals

1 and 2}

Marketing (% GDV)
_Sales Agent (% GDV)

Latting Agent (% ERV)
Letting Lagal (% ERV)

Bource, Gemid Eve

Vacont Possession costs

<
2
=™
ch
o
o)
e

Finance Costs

Da Montfort Univarsity's The UK Commercial Property Lending Market Research Findings
Mid-Year 2016 collates a sample of the conditions under which lenders offer development
financs,

Tha survey highlighted that developmant loans terms offered by oll surveyed lenders
entallad (Including UK lendars and bullding socleties, German lenders, North Amorican
lenders and other international lendara) comprised of the fm[nwmg:

= Rosidential for sale: Averaga loan to cosl ratlos of 66% to 78%; average interest
rate margins of 400 bps; averago arrangamant faes of 135 bps

= FPre-lot commercial; Average (oan 1o cost ratios of 58% 10 80%, average intarest

AYNCIGEGAED
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rata marging of 348 bps; avernga arrangemant fees of 1008 bps,

=  Speculative commarciall Averago [oan (o cosl ralios of 58% 1o BO%! avarago
interast rate maorgine of 513 bps; average arrangement fees of 140 bps,

= 50% speculative / 50% pro-let commareial; Avernga loan to cost ratlos of 68%
to 80%: avisrage intarazl rale Mﬂfﬁiﬂﬂ of 360 bpa: avarage armangamant feas of
121 bps,

014 Al mid-year 20168 finanae of fully pre-let devalopmont demonatrated average intores! rate
marging of 348bps, which ropresantad an increase from 330bpa reported at yaar-end
2015, The average loan-to-cost ratio was 88% and the avarage arangamont foa 108bps.
For 50% pre-let: 50% spaculalive davelopmaont schemes at mid-year 2018 the average
Interost rate margin was 332bps with an average loan-lo-cost ratio of 58% and an
average arrangement fea of 121bpa. In comparisan the average margin year-ond 2015
was 351bps. For speculative developments there was an average margin of 513bps, @
140bps avernge arangement fee and an average loan-lo-cosi ratio of 56%. In
comparison, tha average margin yearand 2015 was 384bps

8,15 This reflects an Increased finance risk promium In regards 1o speculative commaercial
development which saw margins widen signifioantly in 2016, Pre-let development finance
howevar remalns avallabla on broadly comparable terms lo 2016, This equales to o
lending cost pramium of o. 200 bps, including armangamant feas, for developing
spoculitivaly. Whilst debt markets remaln active landars am ineroasibgly reticent (o land
to schamas in what has become an |I'Il.‘il‘ﬂﬂﬂ|ﬂﬂh' uncartain occupier market,

8.16  The residential devalopment finance market has, according 1o De Montfort Univarsity,
saan margins deoroase alball with accompanying average loan-lo-valus and loan-to-cost
ratios decreasing and arfangement fees Incraasing. Average inlaras! fate maigins
declined from 434bps recorded al yaar- and 2015 to 400bps al mid-yaar 2018 logethar
with an exit fea of 115pbs and an arrangament fee of 135bpa,

817 According to a raview of UK davelopmant financa market conducted by the Inveatmant
Proparty Forum (IPF) In 2015, although banks still dominate (hi lending markat, thare has
bEan an increasa in altemative landing Plﬁ“ﬂﬂﬂﬂ. Lending from banks rmpresania a
relatively ragular sot of landing criterla, whils! alternative lendara lend at a wide variaty of

AW IO GBARD
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218

819

8,20

8.21

B.22

8.23

.24

interast rate margins and often Include projeci-spacific fees and profit sharing

nrrangemants within thair lending ngresments.

Adopting the midpolnts of the ranges abova, the De Montfort University's The UK
Commarcial Proparty Lending Market Research Findings Mid-Year 2016, indicates that
the median cost of senior debt s squivalant to 8.9% for preslsl commercial development

and ¥.3% for residantial developmant on a nafionwide basis.

GGivan that senior dabt is generally offered at 50% to 80% of cost of development projects,
the remainder of project finanaing will, in most cases, be comprised of equity and in soma
cases varying leveals of junior debl, mezzanine debt.

Junilor debl and paricularly mezzanine dabl are typleally provided by spaciallst platforms,

and & lack of avallable rescarch exists as lo avarnge lending criteria, The IPF, for
axampla, states that *mezzanine finanoe is not a product that many banks provide® and

“this type of finanoe is typioally associated wilth projects funded on a profit share basis".

Glven the Inck of avallable research and Idiosynoratic nature of subordinate debl
arrangements for réal estate development funding, we hiva omitted this from our
assesemant of the markel rate for developmaent finance. Tha remaining project cost not
provided by sanior deti & therefore assurmad 1o be equity financed

The UK development mirkel as a whole now bears a grealar perception of rak on bohall
of lenders, and given nagative growth porceplions in a salection of sub-markets we
expact lenders (o increasa marging In order o compensate for additional lending risk,
Thus far this has bean particularly proavalent in increased fees across mast developmant
typas and Increased margins for highar riak speculative devalopmant.

That sald finance ramalng largely avallalie, and total barrowing Gosta continum to bo
tamparad by ralalivaly low UK governmant bond yielda and a lewering in tha Bank Rate to
0.25%, both of which partially underpln developmant finance margins and loan avalinbility.

AVACIGaRED
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10

10,1

10.2

103

104

10,8

10.8

10.7

Programme

Iniroductian

Iri this seclion we provide a summary of the development phasing and progrmmme

naaocialed with the Schama

A devaelopment programme summary prapared by Gurrie and Brown is attachad as
Appendix 16.

Programme

Castlewood House

Start on site s sehaduled lor [

Currle and Broawn have astimated thal the build perod of the schame will tnke place

avar the following stagos

Tha toial consfruction programma for Caslleweod House and Medius House |s

estimatad to be |GG

Latting and Disposal

Q== === —————————— =

AR LR
S oopwnah resarad B01T Deisld Rva LLP

G

GERALDEVE

- |



COMMERCIALLY COMNFIDENTIAL - REDALCT VERSIGN @
Cantliseand Vlouns and Mediue Houss

[oyal Londan GEHALDEVE

A Finnnein) Vidbilily Asspasrriofil o mbibion i e Mlananibg Came

10,8 It s assumad the affordable housing will be transferred to 4 Registerad Provider on

Fractionl Completion

10.10

10.11

AT K LA
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11 Site Value (And Related Costs)

Intraduction

111 This section seta oul the underlying basis of the adopled Sile Valus, Our viaws are
formad having regard lo tha RICS GN, as sel oul In Section 4,

11.2  Site Value |a definad in the RICS GN as lallows (para 3.3.3);-

“Site Value should equate to the Market Valua subject (o the following assumption; that
the value has regard to the development plan policies and all other mafarial
congiderations and disregards that which iz conlrary to the davelopmant plan”.

1.3 Site Valug must, by definition, be at a lovel where the landownar is willing to sell at a
competitive return as recognised by the NPPF. The PPG states that Site Value should
reflect policy in providing & compatitive return to the lendownar and be informed by
comparable transactions, disregarding bids thot are significantly above tho markat
norm. In ardving at & Ste Value it s necessary to apply valuation judgamant having
regard 1o tha patticular circumslancas.

Approach

1.4  In airlving al a Slle Value we have had regard to the following:-

. The ownership atructure of the Site

= Future developrment in termes of ubses, density, bulk, socale and massing having
regard to tha devalopment plan:

= Thuovarall planning status including currant and emerging national, regional and
local planning policies;

s Comparable transactions;
= Tha RICS GN 'Financial Viability in Planning' and;

] All other mattars which the market will have regard 10 in ariving at & Market
Value,

PSR YT
B i Pkl 300 Qmiatil D LLE Bk
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Background to the Site

11.5 Tha office space, whilst dated compared to contemparary offioe buildings in the

lacality, wtill offare a reasonable leval of epecification

Existing Use Value

11.6  CBRE has undertaken n RICS "Red Book” valuation of the propartios as at the end of
04 2016 to datorming the curment Investmoant valus, ailached os Appondix 18

Castlewood House Existing Use Value

11.7 CBRE have valund the existing Crstlewood House proparty utllising the following
mathod, full dataila of which area attached as Appendix 18,

Medius House Existing Use Value

1.8  CBRE have valued the existing Medius House property ulllising the following method,

AN BER A
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full detalls of which are attachod as Appondiz 17,

Existing Use Value Summary

1.8

Camparsble Transactlons

11.10 Tha third limb of paragraph 023 of PPG places a requirement o any asgeasmant of
Sita Value to ba informed by comparmble market based evidenco. The RICS GN
outlinea that It is important to have regard to aales prices (“transacted bids") of

comparable devalopmant sites, para 3,16 slales

*The importance...of comparable evidence cannot be over-emphasised, even if Hhe
supporting ovidanea 13 vary imited, as evidonoed in Gourt and Land Tribun
daciions "

1111 We have applied £ / sq ft NIA as a unit of comparison in this instanoe. Given high

l'.ﬂl'.!ﬂfll vAllna (Roross all usea) in contral Londan, HI'h'.li!lll'f“'Iﬂ land valuss aro IHHN\I’

AVARLH SRR ER
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1113

11,14
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songllivi to the hisight, mix, massing and axialing uses of A achome Aqn o result
asacasing sile value on & £/ acre basia is largely redundant in central London due (o

varianoos between sitos In cantral London

Wa hiave complled land tranaactions of ﬂmﬂﬂ-]lﬁlﬂ. mignd use dovelopmant and
Invastment opportunities in the surrounding area. Whilst some transactions waro

undertnken primarily as investmants, all retain varying degreas of redevelopment or

asset managemant potential.

This a | accordanca with the Site, wharaby any purchasor wolld consider a varioly of
aaaal managamant aptions ranging from tho rafurblahmant of the offioe apnco and

ratantion of tha ratall as an invesiment, (o a completa Site redevelopmant,

N . summary of those fransactions

are displayed in Table 14, below, and graphically in Figure 3.

Table 14: Comparable Land Transactions

I gad Indexed Pricd

Riirchans Price  Pirchano Dalis Dk W Lpal {El&ting
{fiop 2010)° AN HIA)

Exluting

AV LLESIE
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1115 Datalls of agch transaction are an lollows
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11,16

1147

1118 The indexed pricas along with the averaga on a £ ag 1 (NIA) banis are lluairated,

Baslow,

Figure 3: Comparable Land Transacilon Prices

[Redaciod]
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Site Value Summary
11.18 In affiving at the Site Valua, wo have had regard 1o the markal cyela, the damand ane
thio flaka (and thisrofora relurna) aasccialed wilh delivering medovelopmeant, togoethar
with the abave analyaia, Ve have applied valuation Judgemant drawing on the

oxperianca of valuing central London devalopmant sitea for 8 range of axlating and

proposed uses,

11.20 For the purposes of this FVA, wo have adopted s Site Value of |G

11.21

11.22
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121

122

123

12.4

Planning Obligations Package (Notional)

Ona of the requirements of the financial appraisal of the Scheme and Counterfactual
Soonarios |s to determing the lavel of planning obligations Including o public reaim
conlilbution and Crosamil confribution (Mayoral CIL) as an agarogatad total aum. n
othar words, to asseas whal the Schema and Counterfactual Scenarios can afford
linking Inla account the financial impact of these llems an 4 whole,

Thie seclion seie oul & resultant culpul with regard 1o the level of planning obligailona
In respact of the Scheame and Counferfactual Scenarlos Le the natlonal package
autlined Is as o rosult of the Schame viabllity. We however presant this prior to the
following sections showing the Scheme returns for the aake of clarity, In addition, a
notional package has bean suggesied which will bo #Hhiﬂﬁl o discusaions bolwean
tha Applicant and LBC in tarms of the appropriate division. The resulfant overall level
of the tolal planning obligations Is the output that the appraisals seak to test as baing

financially viable having regard (o the target rate of return,

Boction 106 Contributions

Iin ﬁht&ﬂ‘ﬂiﬂiﬁﬂ iha pﬂ!ﬁh"!i planning ﬂh“ﬁuﬁnt‘l cafntributions in raspact of the Scheme
and Counterfaciual Scanarios, we have bean advised by Garald Eve's planning team,
A Crossrall contribution has also been determined using the Mayor's guidance, No
axplicit allowance for transport / highwaya contributions has baen included at this stage
and this will e subject o further discusslons wilh LBC and a Sactian 278 Agresmant,

A summary of the planning obligations for the Schama s set out in the table balow:

Table 15; Scheme Planning Contributions (Part Occupation Assumed)

Planning Santribibian Huhpme

Mayoral CIL (ndsxad) EfnVa i
Cronsrall Paymant (indaxed) K478 808
Gamdan GIL, {Indexad) FG20. 200
Baation 108 Enod G0
I Total 2,403 842

Eouiran: Gafald Eve LLP
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Table 16: Counterfactual Scenario Flanning Contributions (Part Occupation
Assumad)

Plavnilivg Soniribuilon Counmioriaotual 1 Counteriactunsl 2

Maynoral CIL (Indexad) L8786 481 EA87E, 381
-::;:; atinll Paymant (indoxod) £161,493 £108 448

Gamden CL. {indoxer) EB71.644 EAT0.B52

Soetlion 100 | ;EWI,UU_D 1 EMBTUDD

Tota) £2,414.330 2417 650

Hourca; Garald Eve LLP

125 In the finandial appraisals we have assumed that the CIL and Section 106 paymants
will ba paid on implemaniation of tha Schame.

Resultant Planning Obligations

12,6 As wil ba seen in the following sections the Scheme has been lested agains! a loval of
planning obligations which could be considered vinble. Thase ara then tosted through
senaltivity and scenario lesting having regard 1o a target mte of retum. Therefore the
resultant planning obligations that the Schama s baing tested against in ordar 1o
nagans viability is £2 483 542, Counterfoctual 1 and 2 are projected 1o have s tolal
planning obligation requiremant £2,414 338 and £2 417 668 respactively.

AV LR
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13 Basis of Viability Assessment

Introduction

131 The financial appralsal has bean undartakan in accordance with genarally accepted
guidanoe and policy In undartaking viability nesessmants.

13.2 Bolow we commant on target ratos of refurn, considoration af tho reaults in respect of
tha Site and risk analysis.

Target Rate of Return

13.3 A significant factor in undartaking viability assessmanta is the laval of relurn which &
devalopor might reasanably raguire from undenaking the development and v wrmn on
whal basls the Scheme could be funded and financed, This will depend on a numbar
of factora In-:#ur.lllnﬂ the gize of the developmant, the percgived riaks involved, the
dagma of competition between funding and finance institutlons for the Scheme, the
stale of the market In terma of demand for and lot slze of the complated developmant
and the anticipated timascalas for development and for recaiving a returm

13.4  Dovelopmant profit is necessary if private sector invastmant is to implamaent and
dallvar any given projact, The leval of profit |s assantially the feward to the developar
far the time, expartise and fak involved in carrying out the procads of devalopmant.

13.6 Il is imponant lo distinguish betwean the return requined to underdake (and implamaent)
a development and that which could be implied when underlaking Market Valuations of
the Site in accordance wilh the RICS "Red Book". As Indicated n both paragraphs 173
of the NPFPF and the RICS GN, there is a separation of the "sompelitive returi” for the
“willing landowner” and the "willing developer”, Also the RICS “Red Book” Valuation s
an unrestrictod valua of the Site compared 1o a realicted value under the RICS GN,
Finally, implied returns cannot be market evidenced, are heavily rellant on other inputs
into an appraisal and do not represant the term upon which the bank will lend in
ncoordance with the princlples set out in paragraph 2.5.2 of the RICS GN.

13.6  The level of return reguired will vary batwean projects and will reflect a range of factors
aa sat out In paragraph balow. In addition, we have also had regard to the IPD

ALHEE dirb ¥o
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Davelopmen! Returna Index,

147 Measuraments of return such as "profil on cost”, "profit on valun”, "development yiald",
or “internal rates of retun” (IRR) ratios are gommonly used as comparable benchmark
ratias, The retum (profitabllity) of i schemes should be tested against a largst
banchmark return bosad on the riska of the Schame

138 Profit on value and cost have a diroct relationship with one another. They ara defined
s the overall schame profil exprossed as a percentage of net developmeant value and
lotal coits respoctively. As a measure of developman! return, thay are commenly used
as a benchmark for quantifying the risks of a development projéct as a simple meagurs
of returm In developmant appralenls on & presant day basis,

138  Determination of an appropriate targel rate of return can depand on a number of
factors, bul it ia I}I'H'lﬂl:ﬂ'lﬂd on thix risk associated with developing out the proposad
Site, The mere fisk involvad, the higher raturm the developer will require, Devaelopment
returng sought by dovalapara and reguired i;',r fundara and financing lerms hava

historically tandad to lie botwoan [ R

1310 In our financial appralsals, a developer's reasonable tmrgel profit has baen assesséd
for each of the uses within the Proposed and Countedaciual Scenaros. We have
sought o assess viability adopting primarily & profit on cosl banchmark returm glvan
the Schomas can be deliverad in a single phase, are commercial-lod and ane baing
assasiad on d prosant day basis. Targel returng by Usa, albng with Blanded ovarall
targets are aummarised In Table 17 balow;

Table 17: Rogquired Returns (Profit an Cost)

Sehgmn Elamdl Beljormn Caunlarfictunl 1 Countormens 2

Cammurelal = = =]
Private Rosidential E = =53]
Affordablo
Rasldentinl - . .
Blended Ovarall
Targot = . =i
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1311 The target profil level adopted takes into account the following faclors, which are

speaific to the Site and the proposed developmant:

@) Whilsl the Schoma doos incorporate a mix of usas: the pradominant usa & oflice

The Schemas s therefore heavily rellant on the parfermance of a specific market.

b) The sentral London office market (the dominant use as o proportion of floarspace
and GOV), has historically been o volatile market in terme of rantal valuss and yisld
movements. Unoartainty in this market s currenily very high following the vole to
laave the European Unian an 23 June 2016, and as vel thare I8 no clanty in
respact of fulure trading relationships, freedom of movamant of financial
passporling rights, all of which will alfect corporale decigions h lermea of office
pacupaney In London,

—
——

Ganaral Interprotation of Reaulta

13.12 The Scheme has béan appriised on 8 prasanl day basls uging cufrent costs and
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valuos ak prasanted in previous sections of this raport,.

1313 It should be noted that i small difference In the proflt margin s slgnificant, In othsr
words, even 8 1% or 2% changa (in absolute monetary tarms) in the return ropresents
a consldemble changa In the nat profita and this has o be offset againat the risk of
undertaking the prajoct.

Risk Analyais

13,14 Sensliivity and sconario analysis allows the relationship betwean changes 1o key
Inpuis and return levels to be tested rom a quantitative perspactive. The overall
viabllity of the Schame can then be assessed having regard o the potential for any
upaide or downsalde and the Ikellhood of thase. This Is sullined |n furher ditail in
Soctlon 14,
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14  The Scheme: Financial Appraisal

introduction

1491  This section provides the appralsal outputs for the Scheme having regard to inputs
outlined in the previous sections of this report along with tha notional planning

obligation package. These results are subsequantly losted using sansilivily and

soenario analysis,

Present Day Appraisal

142 Woe altach as Appendix 18 full details of the appralsal results based on the Schome

Table 18: Prosent day appraisal summary — The Scheme

Davalopars teturm

Profit on Cost

(Targot Roturn)

- -

143 We summarise the sutcome togethar with a chart showing tha cumulative cashflow ns

fesll e, -

Figure 4; Cashflow — Presont day appraisal = The Schema

[Radactod]
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14.4

14.5

14.6

14.7

This financial appralsal includes a planning obligationa package of £2,974, 893 and
the provision of 20 affordabla residential units on-site

The results Indicate thal In overall tarma the Schome, brsed on o preseil day
appranch achieves & raturn significantly below the benchmark ratuen lavael.

The proposad planning contributions package of £2 483,542 and 20 affordable
resldantinl units on-gile (s at the maximum reasonable level Whilst this produces o
returiy which s balow the target lavel set out in this report wa are of the viow that tha
Schame |s potantially capable of being viabla having regard 1o the Schame price and
cost figuros to date and sensitivity going forward. It clearly, however, cannol suppor
furthar caniributions.

We test the financial robusiness of the developmaent through risk analysis by way of
sanaltivity and scanaria analyaes in the following section,
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15 Counterfactual Scenarios: Financial Appraisal

Iintroduction

161 This section provides the appraisal outputs for the Counterinctual Scenarios having

regard to Inputs outlined in previous sections.
Counterfactual Scenario 1

152  Wa attach at Appendix 19 detalls of the appralsal resulls based on Countérfactual
Seanario 1.

Table 19: Present day appraisal summary — Counterfactual Scenario 4

__ Dovelopars roturn
Profit on Cost
{Targot Roturn) = —
153  Wa summariss the outcome togather with a chart showing the cumulative cashflow as
tallaws;

Figure 5: Cashfllow = Prosent day appralsal = Counterfactual Scenario 1

[Ratactocd]
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Counterfactunl Scenario 2

154 Wa attach ol Appendix 20 dewila of ihe appraisal resulte based on Counterfactual
Scenarka 2.

Table 20: Prasont day appralsal summary = Counterfactual Scenarlo 2

|_Devolopers rMum

Profit on Cost, =
{Targut Return)

155 Wa sumimarise the outcoma together with o charl showing tha cumulative cnshflow as
fallows:

Figure 6: Cashflow = Present day appraisal -« Counterfactunl Scenario 2

[Rodacted]

15.6 Both Countaifaciual Scanarios aré loss making and produce o return significantly
balow both the target profit leval and that of the Schoma.
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16.2

16.3

16.4

@
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Viability Analysis and Risk Asasesament

Introduction

The purpose of this section Is to test the robusthess of the Scheme and
Counterfactual Scanarlos from o quantitative perspoctive vie o sensitivity assessmant
In ordar to assess the robustnaas of the viahility of the proposals, it 18 necassary (o
sonaidar (he pricing and cosl inputs to the financial madal

Sansitivity analysis ia a widely used approach for testing the viabllity and the
robustness of the Scheme and Counleractual Seenarios, In essence, unceralntios
ean ba identified In reapact of the Inputs and thelr effect can then be looked at in
tarma of tha davelopmant return, In short, this |s a straightforward determiniatic
approach from which a judgement naods to ba made as to the appropriatenass of the
outcome. Benchmarks can be used as porformancoe measures. A prudent devaloper
will also conslder the sensitivilies of 4 development and assess the fisks of the
particular project,

Wa sel oul the result of our analvsis balow,
Sensltivity Analysis Schome
We produce below key sensitivity tables for the Scheme:s

Table 21: Scheme Sensitivity Analysis - Office Rents and Costs

[Radactad]
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Table 22: Scheme Senaitivity Analysia — Office Rents and Retall Rents

[Redactad]

Bensitivity Analysis Counterfactual Scenario 1
18.5 Wa produce balow key sensitivily lablias for the Countérfaatunl Scanario 1;-

Table 23: Counterfactunl Sconaric 1 Sensitivity Analysis - Office Rents and
Costs

[Rodacted]
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Table 24: Counterfactial Scenario 1 Senaltivity Analysis - Offlce Rents and
Rotall Renia

[Radactedf

Senaltivity Analysis Counterfactual Scenario 2
16.6  We produce balow key sensitivily lablos fof the Counterfaciual Scanario ;-

Table 25: Counterfaciual Scenaric 2 Sensitivity Analysia = Office Rents and
Coata

[Redactad]
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Table 26: Counterfactunl Scenario 2 Senaitivity Analysis - Office Renta and
Ratall Renia

[Rodiciadg)

Scenirio Analysis

16.7 By grouping together the inputs and varying tham simultaneously, expected,
oplimistic and pessimistic case scenarios oan be genemted in terms of the Schemae
IRR. We have sought 1o apply @ simplistio probability analysis having regard to the
aganta’ and cost consullants’ viaws as sol oul in thelr reports In the appandices to the

nrsasamant of 1he Schame,

6.8
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Table 27: Scenario Analysis - the Scheme

[Rodacted]

. ———————  ——  ——— — _ —-- -3
e e e e
e

Summary

168.10 The sensilivity analyaes of tha Scheme shows that the financial viability Ia currently on
the marging of baing accaptable, Evan if thia were fo Improve it 18 clear that any
further planning obligations could not be justified on viability grounds

168.11 Whilsl the Schame |a capable of baing viable al the uppsr and of the sansitivily
analyaes the Counterfactual Scenarios are incapable of balng viabla,
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17 Concluding Financial Justification Statement

171 A detalled planning application has bean aubmitted which pioposas the
comprehensive redevelopment of Castlawood House to create a mixed use office-lod
sohome along with the remodelling and extansion of Medlus House 1o provide 20

affordable housing unita and retall space. The proposals present an appartunity to
significantly upgrade the existing bulldings and provide much-needod affordabile

homes,

Outline Rationale

17.2  Gaerald Eve LLP was instructed by the Applicant to underiake a financial sssessmant of
the above propoesal in order to advise on the optimum mix of uses and appropriate
laval of planning abligatiens,

17,3 Inorder 16 provide a robust assessmant, iwo Countafaciual Scanarlos Bave baan
appraisad to delorming whather it would be financially possibli fo provide an upliff in
resldaniial accommadation which accorda with LBC's nixed use ﬂ'ﬂlfw {Palicy DF1 of
the Camden Developmaent Policies 2010), This is notwithstanding the varlous
structural, technical and access difficulties, as set out In Section & that would render
the provision of private residential accommadation within Castlewood Housa very
challenging

17.4 Eumpnmhlu gvidenos nnd moarket dote heve boen used 1o eatnbish the ovormll valus

of both the Scheme and the Counterfactual Scanarios, Cont reports have bean
providad in rospact of all options and full appralsals undertaken.
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7.6

Return Benchmark

17.6

I (o roturn benchmark has boen dentified having regard to the

inharent risks of developing this Site as set oul in the report.
Counterfactual Scenarios

17.7  The Counterfactual Scennrios produce a negativa rélurn In comparison to the Schama
and are therafore not daliverable. Tha results overleal confirm that these scenarlos are

neithar feasible nor deliverable options.

Table 28: Countarfactual Sconarla Raturns

Returnm Counterfactual Counterfactunl
Biasin Scanario 4 Sconario 2

17.8  In addition 1o tha nagative retum produced by Counterfactual Scenarios the
configuration of the proparty hindars the building's abllity 1o incarporate a higher
propaition of residentlal accommadation. This s sal oul In dotall In Section § of this

rapoit.
The Scheme

17.8  The outturns of the appralsals In respect of the Scheme are summarised in the table

AT O PO 0
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balow:

Table 28: Scheme Roturn

Roturii Basis Proseit

Day

17.10 From the above table it ean ba concludad that the present day model shows an
unaceepiable leval of return, which is significantly below the target rate of 10.8%,
Therators the Scheme can only potentially achiove an appropriato target rate of return
If there wore to be positive movemaents to the appralsal,

171 Through sanaitivity Hﬂﬂtyhm It e Bieiy Showt Ihat of (ha basls of an ﬂFﬂl‘TIIHH:
outcoma (through a riaa n oifice rental values and conatruction costs aavings) tha
Schema Is potentlally capable of being financlally viable. Any further planning
abligation contributions would clearly erode the return and therefors the viabllity of the
Schema

17.12 1t follows that the level of on-slte affordable housing and & proposed planning
obligations package of £2, 483,542 is the maximum reasonable leval that the Schema
can afford In ordir for the Applicant to be able to daliver and implement a viable
schama

17.13  To substantiate our assessment sensitivity analysls has also been undoertaken In arder
tor st the Schome and Countedactunl Scanarios. This demonstrales thot the
Counterfactual Scenarios, and (hus any additional residential accommodalion, are not
delivsrable. Any ingroass in planning obligations would diminish the raturn of the
Schome and threatan its overall viabllity
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Summary

17.14 The proposals for Castlewood Mouse and Madius House represant the most beneficlal
usa of the bullding and will rejuvenate and transform the surrounding area. Along with
tha provision of a substantial Fﬂbﬁﬂiﬂﬂ obligations punl-‘.uﬂu. the Schama will daliver the
f\'.'.l”illW"'lﬂ baneliis

= the provision 20 affordable units supporting Camden's housing need,

+  (he provision of new and Improved high quality retail flearspace, which will
activale the ground floor frontage al street leval,

= the provislon of modemn, flexible and sustainable Grade A office lloormpace,
« an excallent and contextual design approach Incorparating high quality

architecliimg,

= graation of m safe nnd securn énvironment for fulure residents, oocuplers and
amployeas,

= glgnificantly contribule io the regoneration and transfammation of 1he lecal
area,

1716 The Counterfaciual Scenarios have shown the inclusion of a graater proportion of
residantial finor space o be Impractionl and unviable. Furthermaore, the proposed level
of 20 onssite affordable housing units with a planning obligations package of
£2 AR3 842 In the maximum reasonable amount the Sohame can afford while

famdaining viable.

17.16  |n conclusion, the financial viablity report has demonstrated that the Scheme has
providad the optimal mix of uses, having regard to the level of affordable housing,
Cofmmunity Infrastruclur Levy and financial planning obligations in ofder to be able to
dalivar and implament a viable schema. This has subsequantly been robustly lestad
afnd the resills presenied,

AVICITiTRATY
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