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23/9/2020

Dear Sirs,
THE HOO, 17 LYNDHURST GARDENS, HAMPSTEAD, NW3 5NU

Further to:-

a) BPS’s report dated 16/7/2020, and;

b) Our letter dated 16/8/2020, and;

c) The BPS (Kelly Donnelly) e-mail to us dated 21/8/20, and;
d) Our e-mail to BPS dated 4/9/2020, and;

e) The BPS (Andrew Jones) e-mail to us dated 13/9/2020;

................ we comment as follows:-
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BLV:-
BPS continue to hold the opinion that a BLV of £2.544m is reasonable. We do not agree.

BPS’s £2.544m equates to £223.63 p.s.f. on the existing GIA whereas we presented 8 x D1
transaction comparables in my report dated 5/6/2020 whereupon the values achieved ranged from
the equivalent of £476 p.s.f. to £983 p.s.f. It is likely that the price range was influenced by the degree
to which the buildings needed to be adapted for continued D1 use and some of the transaction also
reflected trading facilities. One of my comparables was less relevant because it was sold with hope
for C3 reversion usage in mind but with no guarantee that this would be possible. Nonetheless, they
point to a value for D1 properties in need of some adaptation of at least £476 p.s.f. (in poor un-
adapted condition) to significantly more as adapted properties in good condition.

BPS think the existing building would be worth £6.5m (£571 p.s.f.) if it was “in a suitable condition
for D1 Use’. We consider this to be on the low/pessimistic side for a property in reasonable existing
condition and certainly too low for a fully refurbished/converted building (as was the basis of Neil
Prowling’s £2.31m) based upon our original comparables. We also consider how BPS have got from
here (i.e. £6.5m) to £2.544m to be unjustified and unreasonable as discussed below.

In their report dated 16/7/2020, BPS said:-

6.14 We have also had regard to the Condition Survey by SDA Consulting which has been
submitted as part of the application. While this is has been prepared in relation to
the proposed development, it focusses an issues with the existing building and so we
have assumed that these would also need to be remedied for any reoccupation,
including ongoing D1 use. The survey did not include a full structural survey but did
comment that the structure appears to be sound. However, there is general decay
to the windows, doors, damp ingress etc and the building is likely to require
significant internal reconfiguration to make it suitable for alternative uses.

6.15 HMeil Powling has advised based on his assessment that a cost of £2,100,000 would be
required to refurbish the building to a shell and core condition for ongoing D1 use.
This excludes contingency and fees which we have included at 10% and 10% as has
been assumed in the proposed scheme assessment and which reflects the risk of the
Listed Building. However while the Listed Building may seem an attractive setting,
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as was raised by the vacating MHS trust, the cost of running the building is expensive
which may deter tenants.
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However, the e-mail from BPS (Kelly) dated 21/8/2020 indicated that, prior to their viability report
being issued, their QS (Neil Prowling) had more explicitly said this:-

With regard to the BLV | have a note that | gave you a figure of £2.1M plus contingency and fees.
This was based on £2000/m? which | consider a reasonable allowance if a full conversion or
refurbishment is planned. | can see the schedule in Appendix 1. Without having seen the property
or a full survey or having any information on how the property should be presented in order to
market it | can’t really give any better view than | have.

Furthermore, Andrew Jones of BPS (who is not their QS) has most recently said this:-

Aside from actual immediate wants of repair it is in poor condition generally and not in a tenantable
state. Also as mentioned in our report the internal configuration is such that the accommodation is
laid out in a series of small consulting rooms. This partly reflects the limitations of the listed
structure which was doubtless originally built as a house with a series of domestic scale rooms
with structural brick walls but also subsequent conversion to the former clinic use. There are
numerous changes of level and restricted staircase access which would limit disabled access and
therefore be unsuitable for a wide range of users in the D1 sector. | find it impossible to assume
this accommodation would readily lend itself without alteration and refurbishment to uses such as
a nursery or school when the rooms are so small and in such a poor state or indeed that any
occupier wishing to take on the space for occupation would not seek to reflect the costs of repair,
renovation and alteration within the price paid.

As we have previously stated, the Condition Survey by SDA Consulting indicates that the building
is in reasonable condition and only requires the following expenditure:-

Year 1 - £232,000
Years 3-5 - £60,000
Years 5-10 - £20,000

When selling The Hoo, we understand the NHS indicated that there are spatial inefficiencies within
the building (from their perspective) and that it is costly to maintain. The Hoo was surplus to the
requirements of the NHS Trust that owned and operated within it. Along with other buildings, their
desire was to consolidate their services into more appropriate building(s) elsewhere in connection
with their particular community facility requirements, estates strategy, funding base and health
offering. However, private medical consultancy practices (which would not be ‘community facilities’
because would only be available to, for example, BUPA or AXA/PPP members) typically do involve
numerous consulting rooms within buildings that are sometimes inefficient (e.g. most of the
numerous Harley Street practices and/or The Priory near Richmond Park) and private medical
practices would be in a better position to operate out of The Hoo than a cash strapped NHS
service.
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Bearing in mind all of the above:-

a) Hypothetically, it is perfectly reasonable to assume that D1 purchasers would bid for the
subject property for D1 use. This might well be from; private schools, private medical
consulting businesses/practices (e.g. a ‘Priory’) or training centres. Use by a school might
require some internal re-configuration but use by a private medical consulting
business/practice would not necessarily require any. With a move away from large classes
to smaller classes (as is also more common in private schools in any event), the existing
internal layout would also suit use by a private school and/or training centre. As to level
changes within the building, the use a ramps (where required) and the installation of a lift
could overcome any issue in this regard. As to the condition of the building fabric, we consider
BPS are wrong and, whilst they pointed to the Condition Survey carried out by SDA
Consulting late last year, they are seemingly unwilling to accept its conclusions.

b) We cannot comprehend why BPS can suggest that it is “impossible to assume this
accommodation would readily lend itself without alteration and refurbishment to uses such
as a nursery or school when the rooms are so small and in such a poor state or indeed that
any occupier wishing to take on the space for occupation would not seek to reflect the costs
of repair, renovation and alteration within the price paid”. We are not claiming that D1
purchasers would not carry out any works but not substantially more than would have been
relevant to a number of the comparables we have already presented where the achieved
values (pre-works) were similar to what BPS are assuming post-works (i.e. around £571
p.s.f.). Furthermore, there is no justification for the £2.1m cost (plus contingency and fees)
provided by BPS’s QS (who had not seen the property when he came up with this figure)
which he said was for a “full refurbishment or conversion” and with no mention of this being
to ‘shell and core only’ as suggested by BPS viability report.

c) Based upon discussions with Gardiner & Theobald and the applicant’s architects (who have
both inspected the existing property inside and out — as have |), it would be reasonable to
assume that a D1 purchaser might spend up to £1m on the property post-purchase but this
is already reflected in our £5.5m value based upon our comparables. If we deducted this
from the £6.5m GDV considered reasonable by BPS for a refurbished building, we would
arrive at the BLV we have reasonably assumed.

d) Lastly, in their AUV appraisals (where BPS have residualised down from £6.5m to £2.544m)
they have deducted a developer’s profit of £975,171 whereas prospective D1 purchasers
would typically be purchasing the property for their own use whereupon a developer’s profit
deduction from such an appraisal is inappropriate. Add this back into to BPS’s assessment
to date and they should be at a BLV of at least £2.544m + £975,171 = £3.52m. If one then
reduces BPS’s unjustified and excessive ‘full refurbishment or conversion’ cost of £2.31m
(plus contingency and fees) to what would still be ‘generous’ at £1m, we again arrive at a
reasonable BLV of circa £5.5m.

In conclusion, BPS’s BLV is unjustifiably and unreasonably low whereas our BLV of £5.5m is justified
and reasonable.

However, we consider the opinion from BPS (Andrew Jones) dated 13/9/2020 to be so unreasonable
that we set this disagreement aside for now unless BPS wish to review their opinion upwards.
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Build Costs for Proposed Scheme:-

We attach G&T’s updated build cost assessment in Appendix 1 which totals £8.72m based upon
the applicant’s required fit-out specification. Whilst other hypothetical applicants might pursue a
different specification is debateable but any ‘dumbing down’ would diminish the assumed and so far
agreed GDV - especially in a weaker post-COVID market for prime residential.

We expect BPS to question why this cost is where it is bearing in mind we consider even £1m of
works cost to be generous to maintain the building in its existing D1 use. However, this is because
the proposed residential use/user and assumed D1 use/user are completely different.

Review of Our Residual Profit Appraisal Vs BPS’s:-

We attach our original viability opinion (albeit switched into being a residual profit appraisal to ease
comparison with BPS’s residual profit appraisal) in Appendix 2 and BPS’s in Appendix 3.

As can be appreciated, without any detailed re-working of the appraisals, BPS’s ‘surplus’ of
£2,683,040 would be entirely eroded they inputted a reasonable BVLV of £5.5m and/or if they use
a build cost of £8.72m and/or a reduced combination of the two.

Conclusion:-
The proposed scheme cannot viably sustain any affordable housing payment.

However, we assume the respective QSs will discuss build costs further and we await further
comment from BPS thereafter.

Yours faithfully,

James Brown BSc (Hons) MRICS
RICS Registered Valuer
Director
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APPENDIX 1



THE HOO - HAMPSTEAD

INDICATIVE ESTIMATE
Job No.: 37796 Issue Date: 16-Sep-20
Client : Jaga Developments (London) Ltd Base Date : 3Q20
Gross Internal Area (m?) 1,222
Gross Internal Area (ft?) 13,154
CONSTRUCTION COST SUMMARY
CONSTRUCTION COST Quantity  Unit Rate Total (£) £/ft*GIA %
Demolition and Structural Alterations,
Substructure, Superstructure to White Box
and External Works
1 As per Stage 2 Cost Plan dated 24th August 1 item 4,818,269 4,818,269 55.3
2020 (including Preliminaries, Overheads &
Profit, Design Development & Contingencies)
Sub-Total White Box (Gross) 4,818,269
Fit Out Works
1 The Lodge 244  m2 2,000 488,000 5.6
2 The Main House - Medium Specification 519 m2 2,500 1,297,500 14.9
3 The Link - Medium Specification 176 m2 2,500 440,000 5.0
4  The Annexe 283 m2 2,000 566,000 6.5
Sub-Total Fit Out (Net) 2,791,500
5 Main Contractor’s preliminaries 18% 502,470 38 5.8
6 Main Contractor’s Overheads and Profit 8% 247,048 19 2.8
Building Works Total 8,359,287 57 96%
7 Design Development Risk Allowance 5% 177,051 13 2.0
8 Construction Risk Allowance 5% 185,903 14 2.1
Sub Total 8,722,241 85 100%
9 Tender Inflation Estimate Excl -
10 Construction Inflation Estimate Excl -
Total Estimated Construction Cost 8,722,241 85 100%
ESTIMATED ROUNDED CONSTRUCTION COST £ 8,720,000
ESTIMATED COST PER SQ FT £ 663

Notes

1 The above has been prepared to assist with the planning viability estimate in response to email query from James Brown of

James R Brown & Co dated 22nd July 2020 and meeting held on 16th September 2020.
2 The 'White box' costs are as per G&T Stage 2 Cost Plan dated 24th August 2020 - please refer to this for details.

3 Fit Out costs are indicative only and specifications / finishes are as yet unknown. We have retained the same allowances as per

the Construction Cost Summary provided for the viability study in March 2020.

4 Preliminaries / Overheads and Profit and contingencies have only been applied to the Fit Out only as the Stage 2 Cost Plan sum is

inclusive of these items.
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APPENDIX 2



_APPRAI SALISUMMARY JAMES R BROWN & COMPANY LTD

The Hoo

Summary Appraisal for Phase 1

Currency in £

REVENUE
Sales Valuation Units ft? Rate ft* Unit Price  Gross Sales
Main House & Link 1 7,298 1,233.21 9,000,000 9,000,000
The Lodge 1 2,185 1,212.81 2,650,000 2,650,000
The Annexe 1 2,939 1,292.96 3,800,000 3,800,000
Totals 3 12,422 15,450,000
NET REALISATION 15,450,000
OUTLAY
ACQUISITION COSTS
Fixed Price 5,500,000
5,500,000
Stamp Duty 4.81% 264,550
Agent Fee 1.00% 55,000
Legal Fee 0.80% 44,000
363,550
CONSTRUCTION COSTS
Construction ft? Rate ft* Cost
Main House & Link 7,298 ft2  577.36pf? 4,213,573
The Lodge 21852 577.36pf 1,261,532
The Annexe 2939 iz 577.36pf 1,696,861
Totals 12,422 ft2 7,171,966 7,171,966
CIL/ MCIL/ S.106 669,320
669,320
PROFESSIONAL FEES
Professionals 10.00% 717,197
717,197
MARKETING & LETTING
Marketing 0.50% 77,250
77,250
DISPOSAL FEES
Sales Agent Fee 1.50% 231,750
Sales Legal Fee 5,000
236,750
FINANCE
Debit Rate 7.000%, Credit Rate 0.500% (Nominal)
Land 349,493
Construction 180,713
Other 180,341
Total Finance Cost 710,548
TOTAL COSTS 15,446,580
PROFIT
3,420
Performance Measures
Profit on Cost% 0.02%
Profit on GDV% 0.02%
Profit on NDV% 0.02%
IRR 6.42%
Profit Erosion (finance rate 7.000%) 0 mths

This appraisal report does not constitute a formal valuation.

Project: The Hoo
ARGUS Developer Version: 7.50.000 Date: 15/09/20



APPENDIX 3



APPRAISALISUMMARY!

BPS SURVEYORS)|

The Hoo
Proposed Scheme

Appraisal Summary for Phase 1

Currency in £

REVENUE

Sales Valuation
Main House & Link
The Lodge
The Annexe
Totals

NET REALISATION
OUTLAY

ACQUISITION COSTS
Fixed Price
Fixed Price

Stamp Duty
Agent Fee
Legal Fee

CONSTRUCTION COSTS
Construction
Construction
CIL/ MCIL/ S.106

PROFESSIONAL FEES
Professionals

MARKETING & LETTING
Marketing

DISPOSAL FEES
Sales Agent Fee
Sales Legal Fee

Additional Costs
Dev. Management Fee

FINANCE

Units

[J0) [EENREENEN

Units
1un

Debit Rate 7.000%, Credit Rate 0.500% (Nominal)

Land

Construction

Other

Total Finance Cost

TOTAL COSTS
PROFIT
Performance Measures
Profit on Cost%
Profit on GDV%
Profit on NDV%

IRR% (without Interest)

ft2
7,298
2,185
2939
12,422

2,544,000

5.00%
1.00%
0.25%

Unit Amount

5,603,848

10.00%

0.50%

1.50%

17.00%

21.02%
17.37%
17.37%

47.49%

Sales Rate ft?
1,233.21
1,212.81
1,292.96

2,544,000
127,200

25,440
6,360

Cost
5,503,848
669,320

550,385

77,250

231,750
5,000

2,626,500

161,110
145,123
93,674

Unit Price
9,000,000
2,650,000
3,800,000

15,450,000

2,544,000

159,000

6,173,168

550,385

77,250

236,750

2,626,500

399,007

12,766,960

2,683,040

Gross Sales
9,000,000
2,650,000
3,800,000

Pt Attt Pt

15,450,000

Project: S:\Joint Files\Current Folders\Camden Planning\Lyndhurst Gardens\info sent\Hoo Appraisal BPS.wcfx

ARGUS Developer Version: 8.20.003

Date: 16/07/2020



