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EXECUTIVE SUMMARY 
 
This Financial Viability Assessment (hereafter “FVA”) has been prepared by DS2 to robustly examine 

the financial viability of the proposed redevelopment of Tavis House, 1-6 Tavistock Square, WC1 9NA 

(“the Site”).  The Site is located within the administrative boundary of the London Borough of Camden 

(“LBC” or the “Council”).  

This FVA has been prepared in support of a full planning application being submitted by Gerald Eve on 

behalf of Tempus Realty Holdings 1 (Jersey) Limited (“the Applicant”). 

The detailed planning application seeks consent for the following (“the Proposed Scheme”).  

‘Refurbishment and extension of the existing building to provide new entrances, a new roof top 

pavilion, roof top plant equipment and enclosures, rear extension and cycle parking associated 

with Class E use together with new hard and soft landscaping and other ancillary works.’  

The Site is located in Central London, situated on the eastern side of Tavistock Square, at the junction 

between Tavistock Place and Tavistock Square occupying a corner plot.  

Tavis House is currently occupied as an office building, occupied by Age UK who are downsizing and 

relocating.  

The Proposed Scheme seeks to: 

a) upgrade the entrance at Tavistock Square, provide a new entrance from the rear of the 

building; alter the entrance on the Tavistock Place elevation and improve the quality of the 

existing lightwell;  

b) rationalise the ground floor to provide better accessibility into the site by providing new 

Part M lifts. A new central core would assist with the provision of mixed mode ventilation 

and good daylighting; 

c) provide enhanced amenities through the provision of a new cycle store, showers and 

communal roof top terrace with pavilion and pergola affording views across Tavistock 

Square;  

d) enhance the neighbouring listed building (Mary Ward House) through hard and soft 

landscaping improvements to the existing service yard; and propose a new UKPN substation 

and bin store. 
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The Proposed Scheme comprises a comprehensive refurbishment of the existing office to provide 

Grade A office space. The below table demonstrates the uplift in accommodation within the Proposed 

Scheme: 

 Existing GIA (sqm) Proposed GIA (sqm) Net change GIA 
(sqm) 

Office (Use Class E) 6,903 7,897 +994 

 
Under Policy H2 of Camden’s Local Plan, in the Central London Area where development involves 

additional floorspace of more than 200 sqm GIA, the Council require 50% of all additional floorspace 

to be self-contained housing. An affordable housing contribution would also be required under this 

scenario where the level of market housing triggers this policy. The policy notes that financial viability 

will be taken into account when considering this policy. As such, DS2 is instructed to test the provision 

of C3 housing under Policy H2 and whether the Proposed Scheme can support a C3 housing 

contribution without impeding the viability of the Proposed Scheme and the prospects of delivery. 

In addition to the C3 contribution (including affordable housing), the provision of additional financial 

obligations including Mayoral and Camden CIL will also be included in the FVA to test whether they 

can be viably supported by the development. 

A financial viability assessment has been undertaken in order to assess the Proposed Schemes ability 

to support the required affordable housing PIL.  

The methodology adopted in producing this FVA has been framed by national, regional and local 

adopted planning policy and guidance as well as non-adopted professional guidance.  

An Existing Use Value (“EUV”) approach to Benchmark Land Value has been adopted, in accordance 

with both national and Mayoral guidance. 

The results of the FVA can be summarised below; 

FVA RESULTS, TAVIS HOUSE, DECEMBER 2021 

 Proposed Scheme Surplus Profit  

Benchmark Land Value 

£37,800,000 

Fixed profit on GDV 15% 

(£15,496,235) 

 

We have assessed the Proposed Scheme on a 100% office basis, the results above demonstrate that 

the Proposed Scheme cannot viably support the provision of any contribution towards C3 housing, 

including affordable housing, on a present-day basis even as a 100% office proposal. This includes any 

type of contribution including housing on-site, off-site or a PIL of C3 housing/affordable housing. A 

housing contribution would further constrain the viability of project and reduce the ability to deliver 

the Proposed Scheme. 
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Policy H2 of LBC Local Plan would require 497sqm (5,349 sq ft) of residential accommodation to be 

delivered on-site the actual usable area would be in the region of 329 sqm (3,541 sq ft) once cores, 

refuse/cycle storage/plant has been included, resulting in roughly 3 large flats for market sale/rent.  

The inclusion of residential would have a significant impact upon the viability of the scheme due to 

increased costs associate with required works to provide a separate core for the residential element. 

Quartz Project Services have provided an estimate of build costs to £29,346,931 equating to £345 per 

sq ft. The inclusion of the residential would also decrease the commercial floor area, decreasing floor 

plate size which makes this less commercially attractive to incoming tenants. We would also anticipate 

the inclusion of the residential element would have an impact upon the investment potential of the 

Proposed Scheme therefore impacting the yield in order to reflect increased risk. These factors would 

all contribute making a mixed use scheme significantly less viable. 

We would be happy to discuss the conclusions of this FVA, or any of its contents and viability inputs 

with LBC and their advisors. 
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1 INTRODUCTION 
 

1.1 This Financial Viability Assessment (hereafter “FVA”) has been prepared by DS2 to robustly 

examine the financial viability of the proposed redevelopment of Tavis House, 1-6 Tavistock 

Square, WC1 9NA (“the Site”).  The Site is located within the administrative boundary of the 

London Borough of Camden (“LBC” or the “Council”).  

Instructions 

1.2 Under Policy H2 of Camden’s Local Plan, in the Central London Area where development 

involves additional floorspace of more than 200 sqm GIA, the Council require 50% of all 

additional floorspace to be self-contained housing. An affordable housing contribution would 

also be required under this scenario where the level of market housing triggers this policy. The 

policy notes that financial viability will be taken into account when considering this policy. As 

such, DS2 is instructed to test the provision of C3 housing under Policy H2 and whether the 

Proposed Scheme can support a C3 housing contribution without impeding the viability of the 

Proposed Scheme and the prospects of delivery. 

1.3 In addition to the C3 contribution (including affordable housing), the provision of additional 

financial obligations including Mayoral and Camden CIL will also be included in the FVA to test 

whether they can be viably supported by the development. 

1.4 The FVA has been collated in accordance with PPG paragraph 21 which states ‘Any viability 

assessment should be prepared on the basis that it will be made publicly available other than in 

exceptional circumstances.’ 

Conflict of Interest 

1.5 We can confirm that DS2 are not currently advising the Council on any other live planning 

applications.  We can confirm that there are no conflicts of interest in accordance with the RICS 

Professional Statement Conflicts of Interest, 1st Edition, that came into effect on 1st January 

2018. 

Financial Viability in Planning: Conduct & Reporting 

1.6 This FVA has been prepared by DS2 in accordance with the latest RICS Professional Statement 

titled ‘Financial Viability in Planning: Conduct and Reporting’ which became effective from 1st 

September 2019. 

1.7 This FVA has been prepared on an objective and impartial basis, without interference, and in 

full accordance with the planning policy and professional best practice requirements.  DS2 can 

also confirm that in collating this report we have complied with the RICS Professional Statement 

(2) Ethics, Competency, Objectivity and Disclosures. 



 

 
 
 

FINANCIAL VIABILITY ASSESSMENT 
Tavis House, 1-6 Tavistock Square, WC1 

 

 
 

1.8 We can confirm that in undertaking this exercise we have been reasonable, transparent, fair 

and objective as required by Section 4 of the Professional Statement. 

1.9 DS2 can confirm that our instruction is not on a contingent fee or success related basis. The 

report provides an objective and impartial view on the development viability of the Proposed 

Scheme. 

1.10 ARGUS Developer has been used to demonstrate the project’s financial viability. This is 

commercially available and widely used development appraisal software. It is considered 

appropriate to assess a development of this type because of its ability to accurately model 

development timings and cash flows.  The use of ARGUS Developer is commonly accepted by 

LBC and the GLA for viability testing. 

1.11 To inform the report, information prepared by the following consultants has been relied upon: 

• Orms – Architects; 

• Gerald Eve – Planning Consultants; 

• Quartz Project Services Limited  – Cost Consultant and Project Managers; 

• Edward Charles & Partners – Commercial Agents;  

• Duff & Phelps – Commercial valuation.  

1.12 This FVA has been structured as follows: 

• Property Description – summary of the location and nature of the existing asset; 

• Development Proposals – review and description of the Proposed Scheme; 

• Planning Policy – review of the key national, regional and local planning policies 

concerning the delivery of affordable housing and financial viability; 

• Viability Methodology – description of the methodology employed within the wider 

context of best practice for FVAs; 

• Development Timings – description of the proposed programme subject to a 

satisfactory planning consent being obtained; 

• Development Value – review of the commercial values alongside any additional 

revenue streams that comprise the scheme Gross Development Value (GDV); 

• Development Costs – review of the development costs for the proposed project 

including analysis of the appropriate developer’s return for the development at the Site; 

• Site Value – analysis in relation to the Proposed Site Value / Benchmark Land Value for 

the financial appraisals; 

• Appraisal Results and Sensitivity Testing – summary of the financial appraisal outputs 

and supplementary results of scenario and sensitivity testing; 
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• Conclusions – statement with the formal affordable housing offer and concluding 

rationale. 

1.13 The appraisals and figures in this FVA do not represent formal ‘Red Book’ valuations and should 

not be relied upon as such. This report has been prepared on an objective basis to accompany 

the application for the purposes of Section 106 discussions and should only be used for 

consideration of these matters.  

1.14 This report is reliant upon market evidence. Readers should be mindful that market evidence is 

subject to significant variation over time. If this report is older than six months from the date 

issued, DS2 advise an update is prepared.  

1.15 The FVA has been prepared by Jack Savin-Taylor MRICS and Rebecca Lunt MRICS, who have the 

necessary relevant experience in preparing viability assessments of large-scale, mixed-use 

developments across London and the south-east.   
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2 SITE LOCATION, DESCRIPTION & OWNERSHIP 
 

Site Location 

2.1 Tavis House is located in LBC, located within the Bloomsbury submarket situated on the eastern 

side of Tavistock Square, at the junction between Tavistock Place and Tavistock Square, 

occupying a corner plot. Lynton House (7-12 Tavistock Square), adjoins Tavis House. To the east 

of Tavis House lies Mary Ward House (formerly known as The National Institute for Social Work 

and Training). 

2.2 Bloomsbury is characterised by several attractive period properties arranged around attractive 

squares. The area is popular with a number of uses including residential, offices, retail and 

hotels. Surrounding occupiers include University College London and the British Medical 

Association as are other professional services such as accounting, PR, Travel and Real Estate 

Firms. 

2.3 The nearest Underground Stations are Russell Square 430 m and Euston Station 550 m from the 

site. The nearest bus stop is 14m from the site within Tavistock Square. The nearest Railway 

stations are Euston Station and Kings Cross Station. 

2.4 The application boundary is defined by the red line plan below. 

 

Figure 1 Red Line Site Boundary 
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Site Description 

2.5 The site is an end of terrace, 8-storey office block located on the east side of Tavistock Square. 

The building is an L shape and the top three levels of the building are staggered in height. To 

the rear of the site lies a service route/car park. The building was built in the 1940’s for The 

Ministry of Labour and National Service and more recently, the site is used for Age UK Camden 

but who now are downsizing and relocating. 

2.6 Tavis House provides office space of mainly Grade B specification, however part of the 6th floor 

has recently been refurbished by the tenant to an exposed service finish.  

2.7 We undertook a brief inspection of the site. At the date of inspection, the building appeared to 

be in generally reasonable state of repair commensurate with its age and use. As detailed by 

planning history, the buildings windows were replaced in 2010. More detail regarding the 

existing building condition is provided in section 9 of this report and in the EUV valuation report 

provided by Duff and Phelps appended at Appendix one.  

2.8 The site is located within the Central Activities Zone (CAZ). 

2.9 The site falls within the Knowledge Quarter Innovation District area (policy KQ1) contained in 

the Draft Site Allocations Local Plan, 2020. The site is located within the Central London Area 

and is closely situated to the LVMF View 4A.1 from Primrose Hill to St Pauls and the Background 

Consultation Area from Blackheath Point. The site is located within the Bloomsbury 

Conservation Area and within sub area group 6: Bloomsbury Square/Russell Square/Tavistock  

Square. 

2.10 The site has a Public Transport Accessibility Level (PTAL) of 6b 

Planning History 

2.11 Planning permission was granted in 2009 under planning application reference 2009/3205/P for 

the ‘Replacement of windows to east (rear), south (side), and west (front) elevations and 

associated alterations including erection of flat roof area at ground floor level on rear elevation 

following removal of roof lights, balconies and glazed covered walkway to rear of office building 

(Class B1)’.  

2.12 A Non-Material amendment to the above application was approved under reference number 

2010/3094/P to amend the replacement windows with self-cleaning glass on the top hung and 

bottom opening windows. The application also clarified the window reveals and the installation 

of metal louvers to a number of windows and the retention of existing balconies roof lights, 

curtain walling and rear entrance door.  

2.13 Planning permission was granted in 2010 under reference number 2010/3379/P for the 

‘Relocation and replacement of existing entrance doors to create front entrance lobby on the 

front elevation at ground floor level’. 
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2.14 There are also several other minor applications relating to roller shutter doors and signage. 

Ownership 

2.15 The site is held on a long leasehold interest by Tempus Realty Holdings 1 (Jersey) Limited. The 

freeholder is The Woburn Estate Company Limited and Bedford Estate Nominees Limited.  
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3 DEVELOPMENT PROPOSALS 
 
3.1 The full planning application is being submitted by planning consultants Gerald Eve on behalf of 

the Applicant for the proposed redevelopment of the Site. 

3.2 A full assessment of the Proposed Scheme is contained within the Design and Access Statement 

prepared by the architects, Orms, and the Planning Statement which accompanies the planning 

application.   

3.3 The description of development is as follows; 

‘Refurbishment and extension of the existing building to provide new entrances, a new 

roof top pavilion, roof top plant equipment and enclosures, rear extension and cycle 

parking associated with Class E use together with new hard and soft landscaping and 

other ancillary works’. 

 

3.4 The proposed office accommodation (Use Class E) has been designed to be fully flexible to cater 

for future changes in office or commercial demand for a range of different tenants. The 

accommodation would be Grade A and include enhanced engineering solutions to provide 

appropriate floor heights and flexible future proofing of the building to allow for multi tenants. 

3.5 The proposal includes a new art deco inspired roof terrace on the ninth floor accessed via a new 

lift core, including a pergola to provide communal amenity space.  

3.6 The rear infill proposed to be clad in a glazed brick facade is 5.4 metres wide and is proposed to 

enhance the office floorplate at levels 1-8.  

3.7 The new entrances provide level access with a double height atrium space. The proposal 

includes the partial demolition and rebuild of the existing seven bays at ground and first floor 

along Tavistock Square to provide a new main entrance.   

3.8 The existing lower ground lightwell would be enhanced to provide lighting and greening along 

with exterior changes to provide a new stone façade and decorative metal spandrels. 

3.9 The proposal also includes a small rear wing extension at eighth floor to provide a seamless 

transition between the existing brick face and modern rear extension. There is also a proposed 

dedicated roof terrace at 8th floor level.  

3.10 The proposal includes the replacement of a UKPN sub station and a new bin store within the 

rear courtyard and roof top plant. Hard and soft landscaping is proposed in the rear courtyard 

and greening is proposed within the existing lightwells fronting Tavistock Place. The existing 

service yard will be enhanced to provide outdoor amenity space.  
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3.11 An indicative summary of areas is included in the table below, a full schedule of GIA is included 

at Appendix two: 

TABLE ONE: PROPOSED SCHEME SUMMARY, TAVIS HOUSE, DECEMBER 2021 

Floor 
Net Lettable Area Gross Internal Area 

Sqm Sq ft Sqm Sq ft 

Nine - - 50 538 

Eight 429 4,618 529 5,694 

Seven 667 7,180 786 8,461 

Six 729 7,847 846 9,106 

Five 736 7,922 856 9,214 

Four 736 7,922 856 9,214 

Three 736 7,922 856 9,214 

Two 736 7,922 856 9,214 

One 673 7,244 792 8,525 

Ground 497 5,350 790 8,504 

Basement 205 2,207 680 7,320 

  6,144 66,134 7,897 85,003 

 

Cycle & Car Parking 

3.12 The Proposed Scheme will 133 cycle spaces (115 long stay and 18 short stay) together with a 

designated cycle route into the basement, showers and lockers. The development is proposed 

to be car free, however one car parking space is proposed for blue badge holders. 

Summary 

3.13 The Proposed Scheme provides grade A office space with enhanced amenity provisions through 

the comprehensive refurbishment and part extension of the existing building.  
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4 PLANNING POLICY 
 
4.1 A detailed review of the planning policy context for Tavis House is contained within the Gerald 

Eve Planning Statement. The following section of this FVA provides a summary of the key 

national and local planning policies that guide the delivery of affordable housing, with reference 

to the importance of considering scheme specific financial viability and balancing the 

requirements of obtaining planning obligations with the risks of non-delivery. 

National Planning Policy 

National Planning Policy Framework (updated July 2021) 

4.2 An updated National Planning Policy Framework (“NPPF”) was published in July 2018 and 

further amendments were incorporated in July 2021.  

4.3 Paragraph 20 of the NPPF places a requirement on authorities to set out an overall strategy for 

the pattern, scale and quality of development and, in particular, make sufficient provision for 

housing, including affordable housing. 

4.4 Paragraph 34 requires plans to set out the contributions expected from development. This 

should include setting out the levels and types of affordable housing provision required, along 

with other infrastructure (such as that needed for education, health, transport, flood and water 

management, green and digital infrastructure). Such policies should not undermine the 

deliverability of the plan. 

4.5 Paragraph 58 of the NPPF, in relation to development viability for the purposes of planning 

applications states:  

“Where up-to-date policies have set out the contributions expected from development, 

planning applications that comply with them should be assumed to be viable. It is up to 

the applicant to demonstrate whether particular circumstances justify the need for a 

viability assessment at the application stage. The weight to be given to a viability 

assessment is a matter for the decision maker, having regard to all the circumstances in 

the case, including whether the plan and the viability evidence underpinning it is up to 

date, and any change in site circumstances since the plan was brought into force. All 

viability assessments, including any undertaken at the plan-making stage, should reflect 

the recommended approach in national planning guidance, including standardised inputs, 

and should be made publicly available”. 

4.6 Paragraph 63 of the NPPF states that where there is a need identified for affordable housing, 

the affordable housing should be provided on-site, except in justified circumstances. 
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National Planning Practice Guidance 

4.7 The NPPG or “PPG” provides the primary guidance on viability for the purposes of plan making 

and individual application site’s development management. The guidance covers several areas 

including standardised inputs to viability assessments and approaches to benchmark land value. 

The viability section of the PPG was recently updated on the 1st September 2019.   

4.8 Paragraph 8 of the PPG states that where a viability assessment is submitted to accompany a 

planning application this should be based upon and refer back to the viability assessment that 

informed the plan; and the application should provide evidence of what has changed since then.  

4.9 The PPG states that any viability assessment should be supported by appropriate available 

evidence informed by engagement with developments, landowners, and infrastructure and 

affordable housing providers.  

4.10 The viability assessment should be proportionate, simple, transparent and publicly available. 

The viability should assess whether the value generated by a development is more than the cost 

of developing it. This includes looking at the key elements of gross development value, costs, 

land value, landowner premium, and developer return.  

Regional Planning Policy 

The New London Plan (March 2021)  

Mixed Use Policy  

4.11 Policy SD4 of the London Plan notes that the role of the Central Activities Zone (CAZ), in which 

the Site is located, (being mixed use, with a mix of strategic functions), should be promoted, 

while Policy SD5 notes that new residential development should not compromise the strategic 

functions of the CAZ, outlining that offices and other CAZ functions should be given greater 

weight relative to new residential development of all areas of the CAZ (with exceptions). Policy 

SD5 notes that residential or mixed-use development proposals should not result in a net loss 

of office floorspace in the CAZ unless there is no reasonable demonstrable prospect of the site 

being used for offices. 

Affordable Housing  

4.12 Policy H6 of the draft London Plan encourages residential and mixed-use developments to 

provide affordable housing through the threshold approach as explained further below and is 

consistent with the GLA’s Affordable Housing and Viability SPG, dated August 2017. 

4.13 The threshold proposed is 35% of a scheme as affordable housing based on habitable rooms. 

Schemes that do not meet (or exceed) the 35% threshold and do not meet the specified tenure 

mix and all other requirements and obligations, will be required to submit viability information. 

4.14 The Mayor’s preferred approach to determining the benchmark land value is an Existing Use 

Value (EUV+) approach. An alternative approach should only be considered in circumstances 
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which must be robustly justified by the applicant and/or the borough in line with the Mayor’s 

SPG. 

4.15 Policy H7 states that the Mayor is committed to delivering genuinely affordable housing. The 

following split of affordable products should be applied to development: 

• A minimum of 30% low cost rented homes, allocated according to need and for Londoners 
on low incomes (Social Rent/London Affordable Rent). 
 

• A minimum of 30% intermediate products which meet the definition of affordable 
housing, including London Living Rent and London Shared Ownership. 
 

• 40% to be determined by the relevant borough based on identified need, provided they 
are consistent with the definition of affordable housing. 

 
4.16 Intermediate rented products such as London Living Rent and Discounted Market Rent should 

be affordable to household incomes of up to £60,000. Intermediate ownership products such 

as London Shared Ownership should be affordable to households on incomes of up to £90,000. 

Homes for Londoners: Affordable Housing and Viability Supplementary Planning Guidance 

2017 (“Affordable Housing and Viability SPG”) 

4.17 Adopted in August 2017, the Affordable Housing and Viability SPG represents the current 

Mayoral administration’s policy objectives in relation to the delivery of new homes, including 

affordable housing.  The overarching objectives of the Affordable Housing and Viability SPG are 

clear in seeking to meeting housing need across the capital. The Affordable Housing and 

Viability SPG proposes guidance on undertaking viability assessments which is provided at part 

three of the Affordable Housing and Viability SPG. 

4.18 The Mayor wants to lead the way in openness and transparency in the planning system. As such, 

the Mayor will treat information submitted as part of, and in support of, a viability assessment 

transparently, unless there is an exceptional circumstance that justifies the reason to keep 

certain information private and confidential.  

4.19 The Affordable Housing and Viability SPG does not have any explicit requirement for 

commercial schemes to provide affordable housing.  

Local Planning Policy – London Borough of Camden  

Camden Local Plan (July 2017) 

4.20 The Camden Local Plan is the key strategic document in LBC’s development plan, setting out 

the vision for shaping the future of LBC and contains policies for guiding planning decisions. The 

document was adopted by LBC in July 2017, replacing the Core Strategy and Camden 

Development Policies documents as the basis for planning decisions and future development in 

Camden. 
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Mixed Use Policy  

4.21 Policy H2 of the Camden Local Plan outlines that where non-residential development is 

proposed, LBC will promote the inclusion of self-contained homes as part of a mix of uses. In 

the Central London Area, where development involves 200 sqm of additional floorspace, LBC 

require 50% of additional floorspace to be self-contained housing. As outlined in the 

supplementary text, there may be circumstances (even when the additional floorspace is 

1,000sqm or more) where housing cannot practically be achieved on-site or would more 

appropriately be provided off-site (for example where the entire additional floorspace is 

needed for an existing user). The Council will seek any off-site provision of housing on an 

alternative site nearby. Alternative sites must be in the borough and will initially be sought in 

the same ward as the development. 

4.22 The policy also lists a number of factors that are taken into account when determining whether 

housing should be provided on-site.  

4.23 Policy H2 allows the use of review mechanisms in cases where housing provision falls short of 

LBC’s 50% housing target. It states: 

“In the Central London Area and the town centres listed in this policy, where provision of self-
contained housing is required but the development’s provision of housing falls significantly 
short of the Council’s 50% target due to financial viability, and there is a prospect of viability 
improving prior to completion, the Council will seek a deferred contingent contribution. The 
deferred contribution will be based on the initial shortfall and an updated assessment of 
viability when costs and receipts are known as far as possible”. 

 
4.24 Detail regarding discussions with LBC regarding this policy is available in the Gerald Eve Planning 

Statement. 

Affordable Housing Policy  

4.25 In Policy H4 of the Camden Local Plan, LBC expect a contribution to affordable housing from all 

developments that provide one or more additional homes and involves a total addition to 

residential floorspace of 100sqm GIA or more. LBC will seek to negotiate the maximum 

reasonable amount of affordable housing on the following basis: 

• the guideline mix of affordable housing types is 60% social-affordable rented housing and 
40% intermediate housing; 
 

• targets are based on an assessment of development capacity whereby 100sqm (GIA) of 
housing floorspace is generally considered to create capacity for one home; 
 

• targets are applied to additional housing floorspace proposed, not to existing housing 
floorspace or replacement floorspace; 
 

• a sliding scale target applies to developments that provide one or more additional homes 
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and have capacity for fewer than 25 additional homes, starting at 2% for one home and 
increasing by 2% of for each home added to capacity; 
 

• an affordable housing target of 50% applies to developments with capacity for 25 or more 
additional dwellings; 

 

• for developments with capacity for 25 or more additional homes, the Council may seek 
affordable housing for older people or vulnerable people as part or all of the affordable 
housing contribution; where developments have capacity for fewer than 10 additional 
dwellings, the Council will accept a payment-in-lieu of affordable housing; 

 

• for developments with capacity for 10 or more additional dwellings, the affordable 
housing should be provided on site; and 
 

• where affordable housing cannot practically be provided on site, or offsite provision 
would create a better contribution (in terms quantity and/ or quality), the Council may 
accept provision of affordable housing offsite in the same area, or exceptionally a payment-
in-lieu. 
 

4.26 Camden’s Housing Camden Planning Guidance (CPG) was adopted in January 2021 and was 

introduced to support the policies in the Local Plan 2017. The CPG requires 50% of housing in 

the Borough to be affordable for developments of 25 units of more. The CPG states that 

affordable housing thresholds should be measured in GIA. 

Summary 

4.27 In summary, National, Regional and Local affordable housing policies support the delivery of the 

maximum reasonable amount of affordable housing that can be viably delivered alongside other 

forms of planning gain, including both the Mayoral Community Infrastructure Levy and LBC 

Community Infrastructure Levy.   

4.28 Policy intent seeks to encourage rather than restrain delivery.  However, policy also notes that 

development proposals must remain commercially viable in order for a site to be brought 

forward for development.   

4.29 This FVA has been submitted to demonstrate whether it is commercially viable to meet the 

policy requirements. 
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5 VIABILITY METHODOLOGY 
 

5.1 The methodology adopted in producing this FVA has been framed by national, regional and local 

adopted planning policy and guidance as well as non-adopted best practice guidance.  

Methodology  

5.2 PPG paragraph 010 defines the viability process as  

“looking at whether the value generated by a development is more than the cost of 

developing it. This includes looking at the key elements of gross development value, costs, 

land value, landowner premium, and developer return.” 

5.3 As noted within the RICS 2021 guidance note, PPG describes a residual framework. This is 

detailed within the RICS Guidance Note ‘Valuation of Development Property’ (2019). In short, 

the gross value of the completed development is assessed, including the commercial income. 

Secondly, the cost of building the development is deducted along with professional fees, finance 

costs and return to the developer. This is illustrated below:  

TABLE TWO: RESIDUAL ANALYSIS METHODOLOGY 

Gross Development Value 

Commercial sales income 

 

Less  

Costs 

Build costs 

Exceptional development costs (e.g. Rights of Light) 

Professional fees 

Planning obligations (e.g. CIL, site specific s.106 obligations) 

Marketing costs and disposal fees 

Finance costs 

 

Less 

Developer’s Profit 

Equals 

Residual Land Value 

 

5.4 The output is the RLV.  In planning viability terms, if the RLV produced by a scheme is lower than 

an appropriate BLV, then the scheme is deemed to be unviable and is therefore unlikely to come 

forward for development, unless the level of affordable housing and /or planning obligations 

can be reduced.  Conversely, if the RLV is higher than the BLV then the scheme can provide 

affordable housing and /or other additional planning obligations. 
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5.5 Alternatively, the BLV can be inserted into the appraisal as a fixed land cost and the level of 

return generated by the scheme becomes the benchmark by which viability is measured. If the 

target rate of developer’s profit return is generated the scheme is deemed to be viable. This is 

the approach adopted in this FVA. A detailed consideration of an appropriate profit return is set 

out in within Section 10. 

Benchmark Land Value / Site Value 

Existing Use Value (EUV Plus) approach 

PPG 

5.6 Paragraph 13 of Paragraph 13 of the PPG states that a BLV should be established based on the 

EUV of the land, plus a premium for the landowner.  

5.7 The premium to the landowner should reflect the minimum return at which it is considered a 

reasonable landowner would be willing to sell their land.  The premium should therefore 

provide a reasonable incentive, in comparing with other options available, for the landowner to 

sell the land for development.  

5.8 Paragraph 14 of the PPG states that a BLV should; 

• Be based upon EUV; 

• Allow for a premium to landowners; 

• Reflect the implications of abnormal costs; site-specific infrastructure costs; and 

professional site fees; and 

• Be informed by market evidence including current uses, costs and values wherever 

possible. Where recent evidence is used to inform assessment of BLV this evidence 

should be based on developments which are compliant with policies, including for 

affordable housing. Where this evidence is not available plan makers and applicants 

should identify and evidence any adjustments to reflect the cost of policy compliance. 

This is so that historic BLV of non-policy compliant developments are not used to 

inflated values over time.  

5.9 Paragraph 15 of the PPG defines what is meant by EUV in a viability assessment.  This states the 

following: 

‘Existing use value (EUV) is the first component of calculating benchmark land value.  EUV is 

the value of the land in its existing use.  Existing use value is not the price paid and should 

disregard hope value. Existing use values will vary depending on the type of site and 

development types.  EUV can be established in collaboration between plan makers, 

developers and landowners by assessing the value of the specific site or type of site using 

published sources of information such as agricultural or industrial land values, or if 

appropriate capitalised rental levels at an appropriate yield (excluding any hope value for 

development).’ 
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5.10 The approach to BLV must be assessed independently of the scheme for which planning 

permission is sought. It must also be assed objectively i.e. irrespective of who the applicant is 

for the planning permission.  

5.11 The EUV is the first component of calculating BLV.  The second component is the premium, or 

as stated at paragraph 16 of the PPG the ‘plus’ in EUV Plus.  

5.12 This is the amount above the EUV required to provide a reasonable incentive for a landowner 

to bring forward land for development while allowing a sufficient contribution to comply with 

policy requirements.  

5.13 The premium should be informed by professional judgement and must be based upon the best 

available evidence informed by cross sector collaboration.  The PPG states that for any viability 

assessment data sources to inform the establishment of the landowner premium should include 

market evidence and can include benchmark land values from other viability assessments.  

GLA Affordable Housing and Viability SPG 

5.14 The Affordable Housing and Viability SPG defines EUV as the current use value of a site plus an 

appropriate site premium. The Affordable Housing and Viability SPG states that a landowner 

should receive at least the value of the land in its ‘pre-permission’ use, which would normally 

be lost when bringing forward land for development. The Affordable Housing and Viability SPG 

considers that the EUV Plus approach is the most appropriate for planning purposes.  

5.15 The Affordable Housing and Viability SPG states at paragraph 3.46 the following when 

determining the EUV Plus benchmark; 

5.16 The EUV is independent of the proposed scheme. The EUV should be fully justified based on the 

income generating capacity of the existing use with reference to comparable evidence on rents, 

which excludes any hope value associated with development on the site or alternative uses. 

This evidence should relate to sites and buildings of a similar condition and quality or otherwise 

be appropriately adjusted. Where an existing use and its value to a landowner is due to be 

retained in a development (and not lost as is usually the case), a lower benchmark would be 

expected. Where a proposed EUV is based on a refurbishment scenario, or a redevelopment of 

the current use, this is an alternative development scenario and the guidance relating to AUV 

will apply. 

5.17 Premiums above EUV should be justified, reflecting the circumstances of the site. For a site 

which does not meet the requirements of the landowner or creates ongoing liabilities/ costs, a 

lower or no premium would be required. The premium could be 10% to 30%, but this must 

reflect site specific circumstances and will vary. 

5.18 The level of premium can be informed by BLVs that have been accepted for planning purposes 

on other comparable sites where determined on a basis that is consistent with this guidance. 
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5.19 As set out in PPG, in all cases land or site value should reflect Development Plan Policies, 

planning obligations and CIL. When determining a level of premium that would be sufficient to 

incentivise release of a site for development and ensure that a landowner receives a 

‘competitive return’, this should take into account the overarching aim of delivering 

sustainable, policy compliant development and that an uplift in land value is dependent on the 

grant of full planning consent. 

Summary 

5.20 Ultimately the aim of the NPPF and PPG is to create a balance so that the BLV is not simply 

included at the expense of planning obligations and conversely, planning obligations are not so 

onerous as to render a site undeliverable. 

5.21 The BLV should reflect the minimum return at which it is considered a reasonable landowner 

would be willing to sell their land while allowing a sufficient contribution to fully comply with 

policy requirements and taking into consideration the circumstances of the site. The approach 

to BLV is set out in section 11 of this report.  
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6 DEVELOPMENT TIMINGS 
 
6.1 In accordance with best practice principles, this FVA assumes that the Proposed Scheme has a 

notional resolution to grant planning permission and therefore, the cash flow commences at 
today’s date. The development programmes is attached at Appendix three.  

Pre-Construction 

6.2 The adopted development programme is estimated from December 2021. The 9-month 
preconstruction period is considered appropriate given the nature of the scheme and the time 
required to prepare and mobilise the site for development. Assuming a resolution to grant 
planning as of December 2021, the ‘lead-in’ period also includes allowances for the following: 

 Signing of the Section 106 legal agreement (if required); 

 Expiration of the judicial review period; 

 Discharging of pre-commencement conditions; 

 Site preparation; 

 Main contractor procurement; 

 Tender period for the build contract package(s); and 

 Secure development funding. 

Construction 

6.3 A construction programme of 15 months has been adopted as advised by the Applicant.  

6.4 A total development programme of 24 months has been adopted assuming a 9-month pre-
construction programme. 

Commercial Letting  

6.5 Edward Charles & Partners LLP, the commercial agents, have informed us that the building 
would not be suitable for pre letting outlining that whilst a self contained office building would 
appeal as a HQ building, occupiers seeking buildings in the region of 55,000 sq ft would rather 
be on larger floor plates than spread over 10 floors. Bloomsbury is also considered a non core 
office location, typically appealing to those searching for space in the Knowledge Quarter or 
King’s Cross on a restricted rental budget who are willing to accept a non core office location.  
We have therefore assumed a total letting void period of 12 months within our appraisal of the 
Proposed Scheme, which is aligned with DS2’s experience of other commercial projects. 
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6.6  We have assumed that the Proposed Scheme would be purchased by an investor upon expiry 

of the letting void period. Given the letting void is 12 months, we have assumed capitalisation 

12 months post practical completion.  
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7 DEVELOPMENT VALUE 
 
7.1 The following section provides a summary of the commercial values that have been 

incorporated into the ARGUS appraisal of the Proposed Scheme. 

Office rental values  

7.2 DS2 have been provided with office rental advice by Edward Charles & Partners LLP. Below is a 

summary of the comparable evidence used to arrive at the proposed rents for the development 

when completed. We have also had regard to other viability assessments undertaken within 

LBC, including 330 Grays Inn Road Ltd (former Royal National, Throat, Nose and Ear Hospital).  

TABLE FOUR: LOCAL OFFICE RENTAL COMPARABLE EVIDENCE (FOR PROPOSED SCHEME), TAVIS 

HOUSE, DEC 2021 

Address Comment 

 

Fjord Building, 20 New Wharf 

Road, London N1 9RR 

 

Fjord Building is located to the north of the subject on the 

boundary of the Kings Cross and Euston submarket. The Fjord 

Building has recently been comprehensively refurbished, 

completed in 2020. The Fjord Building extended to 20,440 sq 

ft.  

The building was full let to Cinch Cars, an online car buying 

business, in July 2021 for £72.50 per sq ft. 

 

1 Smarts Place,  London WC2B 

5LW 

1 Smarts Place is a new build 39,008 sqft office block with 

terraces to upper floors.  

Located in proximity to both Holborn and Tottenham Court 

Road Stations, the latter of which will benefit from Elizabeth 

Line Services.  

The most recent lettings in the building are: 

- 5th floor let to Nuvee £83 psf November 2021 

- 3rd floor let to DAI Global £75.50 psf November 2021 
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7.3 The table below provides a summary of the pricing information stated above.  

TABLE FIVE: OFFICE RENTAL EVIDENCE SUMMARY, DEC 2021 

Scheme Average Pricing PSF (£) 

Fjord Building  £72.50  

1 Smarts Place  £75.50 - £83  

Russell Court 7 Herbrand Street £55  

1 Bedford Avenue £80  

 

7.4 Of the above evidence only Herbrand Street is within the Bloomsbury sub market.  

7.5 1 Smarts Place is also a newly completed development, though Smarts Place is in better 

proximity to both Holborn and Tottenham Court Road Station. As discussed Tottenham Court 

Road Station is a new Elizabeth Line Station. Therefore 1 Smarts Place has superior transport 

connection and we would therefore anticipate the subject achieving a discount to the rents 

achieved at 1 Smarts Place.  

 

Russell Court, 7 Herbrand Street, 

Bloomsbury, London, WC1N 1EX 

Herbrand Steet is an Art Deco HQ building located 0.2 miles 

to the south east of the subject, approximately 100 metres 

north of Russell Square Station.  

7 Herbrand Street extends to 65,025 sqft and is currently 

undergoing significant refurbishment to create 

contemporary Grade A office space.  

The building was fully let to Thought Machine in Jun 2021 for 

£55 per sq ft. 

 

1 Bedford Avenue, London, 

WC1B 3AU 

1 Bedford Avenue is a high specification 71,300 sq ft new 

build office block completed in 2017. The property is located 

approximately 100 metres from Tottenham Court Road 

Station, the property fronts on to Tottenham Court Road.  

The most recent letting was a subletting to Pinebridge of 2nd 

floor 11,950 sq ft in September 2021 at a rent of £80 per sq 

ft. 
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7.6 We would also anticipate that the subject site to achieve lower rents than 1 Bedford Avenue, 

as Bedford Avenue is a fully new build high specification office block located in a superior 

location in proximity to Tottenham Court Road Station.  

7.7 In regard to the Fjord Building we would consider this letting to be comparable to the subject 

due to the high specification, newly completed office renovation which reflects the condition of 

the subject when complete. However, we would comment that Tavis House is less comparable 

to the wider Kings Cross area which is an area of significant development and regeneration.  We 

are informed by Edward Charles and Partners that Bloomsbury is a non core office location and 

will only appeal to occupiers who are ideally searching for space in the Knowledge Quarter or 

close to King’s Cross but who have restricted rental budgets and who are willing to accept a non 

core office location in return for cheaper space.  

7.8 In considering all the above information, Edward Charles and Partners have constructed an 

indicative pricing schedule for the Proposed Scheme.  

TABLE SIX: PROPOSED SCHEME PRICING SCHEDULE, TAVIS HOUSE, DEC 2021  

Level NIA Sq ft Rental value per sq ft 

Nine - - 

Eight 4,618 £75.00 

Seven 7,180 £72.50 

Six 7,847 £72.50 

Five 7,922 £70.00 

Four 7,922 £70.00 

Three 7,922 £65.00 

Two 7,922 £65.00 

One 7,244 £60.00 

Ground 5,350 £45.00 

Basement  2,207 £25.00 
 66,134  

 

7.9 As the above indicates a premium has been applied to the rents on the upper floors to reflect 

enhanced natural light and views. 

7.10 A blended average rent of £65.10 per sq ft, equivalent to an annual rent of £4,305,312.50 has 

been adopted in the Proposed Scheme appraisal. By comparison the rent agreed on the 

proposed development at 330 Grays Inn Road was £65.70 per sq ft as a blended average, the 

development at Grays Inn Road is for a new build office building whereas Tavis House is a 

comprehensive refurbishment of the existing building.  

7.11 A report released by Carter Jonas in Q3 2021 indicates that for office schemes in Midtown, 

including Bloomsbury, the typical rent-free period agreed based upon a 10-year lease is c. 22 to 

26 months.   We have therefore adopted a rent-free period of 24 months in our appraisal of the 

Proposed Scheme.  
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Commercial investment yield 

7.12 To value the income stream generated by the proposed office space, it has been capitalised at 

an appropriate yield. To arrive at an appropriate yield, we have had regard to local investment 

transactions and market investment reports. The table below shows local yield investment 

transactions. There is limited available transactional evidence from the Bloomsbury sub-market, 

we have therefore had regard to transactions in surrounding comparable locations. 

 

TABLE SEVEN: LOCAL OFFICE INVESTMENT COMPARABLE EVIDENCE (FOR PROPOSED SCHEME), 

TAVIS HOUSE, DEC 2021 

Address Sale 
Date 

Yield Comment 

 

The Post Building, 21/31 New 

Oxford Street, London, Greater 

London, WC1A 1AP 

Dec-19 3.96% Property was multi let. Located in 

the Strand/Covent Garden 

Submarket. The property sold for 

£607m breaking back to £2,123psf, 

equating to yield of 3.96% 

 

272 High Holborn, Midtown, 

London, Greater London, WC1V 

7EY 

Jan-20 4.27% Located within the midtown 

submarket, extending to 77,152 sq 

ft. Fully let to University of the Arts 

London. The property sold for 

£80m and £1,040 psf equating to a 

4.27% yield.  

 

No1 New Oxford Street  

Sep-20 4.16% 110,000 sq ft office building 

arranged over nine floors. A major 

refurbishment and extension was 

completed in 2017, undertaken by 

Orms the same architectural 

practice instructed on Tavis House. 

The property was let to H&M on 

six of the floors and Amazon 

subsidiary Twitch. The ground 

floor comprises retail. The 

property sold for £174m c.£1,508 

psf reflecting a 4.16% yield.  
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7.13 No1 New Oxford Street was sold having been recently refurbished. No1 New Oxford Street 

occupies a strong location at the top of New Oxford Street lying in proximity to Holborn Station 

but also close to Tottenham Court Road Station. Similarly, The Post Building is located in an 

equally strong location and let to strong tenants such as consultants McKinseys and Nationwide 

Building Society. The Post Building also benefits from private terraces at all floor levels and a 

roof terrace. We would therefore anticipate the yield at Tavis House to be higher that that 

achieved at No1 New Oxford Street and The Post Building due to the superior location of the 

latter two buildings.   

7.14 262 High Holborn had been significantly refurbished with works completing in 2020, both 

seventh and eighth floor benefit from terraces. 262 High Holborn is location approximately 

180m east of Holborn Station and 300m west of Chancery Lane Stations, with a number of bus 

routes running along High Holborn. We would anticipate Tavis House to achieve a higher yield 

than that of 262 High Holborn. 

7.15 In line with the information provided above a yield of 4.5% has been adopted in the Proposed 

Scheme appraisal. The rental yield applied at 330 Grays Inn Road was between 4.5%-4.75% for 

a fully new build high specification office building.  

7.16 In summary, the assumed office rents and yields equate to an office GDV of £87,611,191, or an 

NDV of £81,653,630. This equates to a capital value of £1,031 per sq ft.  
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8 DEVELOPMENT COSTS 
 
8.1 The following section provides a summary of the development costs on a present-day basis, 

which comprise the following: 

• Build costs as advised by the Applicant’s cost consultants, Quartz Project Management; 

• Professional fees; 

• Planning obligations and CIL; 

• Sales, letting disposal and marketing costs; 

• Additional costs; and 

• Financing costs. 

Construction Costs 

8.2 The Applicant’s cost consultants Quartz Project Management have provided a cost estimate for 

the Proposed Scheme, a copy of which is attached at Appendix four. 

8.3 In summary, the cost plan sets out a base construction cost of £25,079,938 inclusive of a 6% 

OH&P and a 17% preliminaries allowance. The headline construction cost reflects an overall 

cost rate of £295 per sq ft on the overall GIA. A 5% construction contingency has also been 

included.  

Professional Fees  

8.4 Considering the scale and nature of the Proposed Scheme, a 10% professional fees budget has 

been applied within the Proposed Scheme appraisal.  

8.5 The total professional fees budget has been modelled to commence at the start of the pre-

construction period and will continue until practical completion of the Proposed Scheme.  

Additional Costs 

Letting Void Costs  

8.6 An allowance of £2,100,000 has been included within the viability appraisal to cover costs 

associated with running the building whilst it is vacant during the 12 month letting void period. 

This has been calculated on the assumption of 50% of the estimated rental value of £65 per sq 

ft plus £10 per sq ft for service charge and deducting empty rates relief of 3 months  
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Planning Obligations 

London Borough of Camden Community Infrastructure Levy (CIL) & Mayoral CIL 

8.7 The following figures provided by Gerald have been included within the ARGUS appraisal of the 

Proposed Scheme.  

TABLE EIGHT: BOROUGH AND MAYORAL CIL SUMMARY, TAVIS HOUSE, DECEMBER 2021 

Source Payable 

Est. Borough CIL £109,340 

Est. Mayoral CIL  £183,890 

TOTAL  £293,230 

 

8.8 The CIL figures do not currently include indexation. Indexation can only be finalised once 

planning permission has been granted and therefore these figures are subject to change.  

S106 Obligations 

8.9 A total allowance of £217,010 has been estimated for the S106 contributions based upon 

Section 106 Heads of Terms. This is broken down as follows; 

• Employment & Training - £24,322 

• Carbon offset payment - £100,000 

• Public Open Space estimate - £12,688 

• Estimated pedestrian, cycle and environmental improvements - £80,000 

 Sales, Marketing and Legal Costs 

8.10 The following disposal costs have been adopted, which are in line with market norms: 

• Commercial marketing – £132,268  (this equates to £2 psf on the office space) 

• Commercial sales agent fee – 1% (of commercial GDV)  

• Commercial sales legal fee – 0.5% (of commercial GDV)  

• Letting Agent Fee – 10%   

• Letting Legal Fee – 5%  

Finance 

8.11 A 6.5% finance cost has been included within the appraisal of the Proposed Scheme.  The 

adopted finance rate is an ‘all in’ rate, which includes the basic margin (3-4%), commitment 

fees, arrangement fees (2-3%) and exit fees (0.5-1%), as well as a bank management/monitoring 

cost.   
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8.12 It is assumed that the development is 100% debt financed.  However, in the current lending 

environment, and for the foreseeable future, many of the most traditional lenders are generally 

only lending senior debt at a maximum 50-60% loan to cost ratio.  

8.13 Developers therefore have to revert to equity or mezzanine finance to secure full development 

funding, both of which are considerably more expensive than senior debt, typically at 10-15%.  

Alternatively, developers can source debt from niche operators, who are by their nature, more 

expensive than the traditional lenders.  

8.14 As a result, whilst senior debt can be secured at anywhere between 6% and 8%, in reality to 

secure full funding the blended finance rate may be significantly higher than this.  

Notwithstanding 6.5% has been adopted.   
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9 BENCHMARK LAND VALUE 
 

9.1 As discussed in Section 6, to arrive at an appropriate Benchmark Land Value regard has been 

given to the NPPF, PPG, the RICS Guidance Note and best practice principles of undertaking 

FVAs. 

9.2 Duff and Phelps have considered the Existing Use Value (EV) of the existing site. 

9.3 The Duff and Phelps report which considered the EUV of the existing site is provided at 

Appendix one. 

9.4 The EUV valuation has been undertaken considering the refurbishment option for the site which 

would likely be undertaken following the expiry of the existing tenants lease in April 2022.  

9.5 The EUV valuation was informed by Building Survey produced by CBRE dated 23 October 2020 

which included the below summary: 

• The property is in a fair overall condition and is receiving a fair level of maintenance to the building 
fabric 

• Backlog items of repair and maintenance were identified to the enclosing envelope requiring attention 
in the short to medium term 

• From an engineering perspective the property appears in a fair to good condition and appears to be 
receiving a fair level of maintenance 
 

9.6 Quartz Project Services have provided a cost estimate for the require refurbishment and 

required works as set out in the Building Survey provided by CBRE. This concluded a cost of 

£6,969,583 equating to £95 per sq ft on the GIA of Tavis House. These refurbishment costs have 

been allowed for within the valuation.  

9.7 The valuation has considered the potential rental levels that reflect the condition of Tavis House 

once the refurbishment works have been undertaken reflecting the future quality and aesthetic 

of the building. This considers that Tavis House would likely obtain some of the highest rental 

levels for refurbished space. Rents have been applied scaling from £40 per sq ft on the ground 

floor rising to £55 per sq ft for the upper floors. This provides an overall market rent of 

£2,744,993 equating to a blended office rent on ground floor to seventh of £49.67 per ft.  

9.8 The rent has been capitalised at a 5% yield, which reflects the investment potential of Tavis 

House once refurbished and fully let. By comparison the investment transactional evidence 

included in Duff and Phelps’ report considers the location of the subject in a non core location 

and therefore shows a discount from prime West End freehold yields.  

9.9 The conclusion is an EUV of £37,800,000.  

 



 

 
 
 

FINANCIAL VIABILITY ASSESSMENT 
Tavis House, 1-6 Tavistock Square, WC1 

 

 
 

Premium  

9.10 The EUV outlined above is the first component of calculating the Benchmark Land Value, the 

second being the premium. This is the amount “above the EUV that goes to the landowner” 

(PPG Para. 016). It is required to provide a reasonable incentive for a land owner to bring 

forward land for development while allowing a sufficient contribution to comply with policy 

requirements. 

9.11 The premium should be informed by professional judgement and must be based upon the best 

available evidence informed by cross sector collaboration. The PPG states that for any viability 

assessment data sources to inform the establishment of the landowner premium, they should 

include market evidence and can include benchmark land values from other viability 

assessments. 

9.12 However, the PPG outlines that alternative use value (AUV) can be applied in circumstances 

where and alternative used would fully comply with up to date development plan policies. The 

PPG outlines that where an existing use will be refurbished or redevelopment this will 

considered as an AUV when establishing the BLV.  Valuations based on AUV include a premium 

to the landowner. As the assessment of EUV includes consideration for the refurbishment of 

Tavis House, in accordance with PPG no further premium is included in our assessment of BLV.  

9.13 Therefore £37,800,000 has been adopted as the BLV in this viability assessment.  
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10 DEVELOPMENT RETURN 
 
10.1 As set out in Section 6 of this report, the approach being adopted in this FVA is to insert the 

Benchmark Land Value as a fixed land cost in the appraisal model and the level of development 

return/ profit generated becomes the benchmark target by which viability is measured.  

10.2 If a return is produced by the appraisal, it is then necessary to compare this return with industry 

benchmarks to decide whether this is an acceptable level of profit with which to deliver the 

scheme and consequently, whether the scheme can viably support provision of affordable 

housing on site or a payment in lieu.  

10.3 The criteria to consider in arriving at an appropriate figure for developer’s return include, 

amongst other things, location, property use type, the scale of development and associated 

expenditure profile and the economic context.   

10.4 Developers, banks and other funding institutions will have minimum expectations in terms of 

financial returns that are aligned with the risk profile. Simply, there must be a reasonable 

prospect that the return will be commensurate with the risks being undertaken. 

10.5 We have included the expected level of profit fixed at 15% on GDV and assessed the viability of 

the scheme by the profit that this generates to the developer. 15% is considered a minimum 

reasonable profit assumption for commercial property.  
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11 APPRAISAL RESULTS AND SENSITIVITY TESTING 
 

11.1 A copy of the ARGUS appraisal summaries of the Proposed Scheme are attached at Appendix 

five. The FVA results are summarised in the table below.  

TABLE NINE: FVA RESULTS, TAVIS HOUSE, DECEMBER 2021 

 Proposed Scheme Surplus Profit  

Benchmark Land Value 

£37,800,000 

Fixed profit on GDV 15% 

(£15,496,235) 

 

11.2 The results demonstrate that the Proposed Scheme derives a negative profit of -£15,496,235 

once the Benchmark Land Value and profit return are accounted for. As such, the above 

demonstrates that the scheme cannot afford to provide any contribution towards residential 

C3 housing in accordance with Policy H2 of the adopted LBC Local Plan.  

11.3 Sensitivity analysis has been carried out below to demonstrate the impact on the Proposed 

Scheme profit level should commercial values increase/decrease in increments of £5 per sq ft 

and construction costs increase/decrease increments of 2.5%. Red cells represent a decrease in 

viability from the current position, green cells an improvement. 

TABLE TEN: PROPOSED SCHEME SENSITIVITY RESULTS, TAVIS HOUSE, DECEMBER 2021 

Rent: Rate /ft² 

Construction: 
Gross Cost 

-10.00 /ft² -5.00 /ft² 0.00 /ft² 5.00 /ft² 10.00 /ft² 

-5.000% 
-32.646% -23.600% -15.943% -9.379% -3.689% 

-24,208,171 -19,088,119 -13,968,068 -8,848,016 -3,727,965 

-2.500% 
-33.677% -24.545% -16.815% -10.189% -4.445% 

-24,972,254 -19,852,203 -14,732,151 -9,612,100 -4,492,048 

0.000% 
-34.707% -25.489% -17.688% -10.999% -5.201% 

-25,736,338 -20,616,286 -15,496,235 -10,376,183 -5,256,132 

2.500% 
-35.737% -26.434% -18.560% -11.809% -5.957% 

-26,500,421 -21,380,370 -16,260,318 -11,140,267 -6,020,215 

5.000% 
-36.768% -27.379% -19.432% -12.619% -6.713% 

-27,264,505 -22,144,453 -17,024,402 -11,904,350 -6,784,299 

11.4 The sensitivity testing demonstrates that with £10 per sq ft rental growth the scheme still 

remains unviable and therefore the scheme is unable to provide any affordable housing on-site, 

off-site or as a payment in lieu. 

11.5 We have also undertaken a sensitivity analysis of the Proposed Scheme should the yield 

decrease to 4.25%.  
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TABLE ELEVEN: PROPOSED SCHEME SENSITIVITY RESULTS, TAVIS HOUSE, DECEMBER 2021 

Rent: Rate /ft² 

Construction: 
Gross Cost 

-10.00 /ft² -5.00 /ft² 0.00 /ft² 5.00 /ft² 10.00 /ft² 

-5.000% 
-26.072% -17.569% -10.372% -4.202% 1.146%  

-20,568,542 -15,118,214 -9,667,887 -4,217,559 1,232,768  

-2.500% 
-27.040% -18.457% -11.192% -4.963% 0.436%  

-21,332,625 -15,882,298 -10,431,970 -4,981,643 468,684  

0.000% 
-28.009% -19.345% -12.012% -5.725% -0.275% 

-22,096,709 -16,646,381 -11,196,054 -5,745,727 -295,399 

2.500% 
-28.977% -20.233% -12.831% -6.486% -0.985% 

-22,860,792 -17,410,465 -11,960,137 -6,509,810 -1,059,483 

5.000% 
-29.946% -21.121% -13.651% -7.247% -1.696% 

-23,624,876 -18,174,548 -12,724,221 -7,273,894 -1,823,566 

 

11.6 The sensitivity testing demonstrates that with £10 per sq ft rental growth and a 2.5% 

construction cost reduction the scheme would become viable and provides a small surplus 

profit, indicated by the darker green cells.  

11.7 Both sensitivities illustrate the challenges surrounding the viability of the Proposed Scheme and 

therefore support our conclusion that the Proposed Scheme cannot afford to provide any 

contribution towards residential C3 housing in accordance with Policy H2 of the adopted LBC 

Local Plan.  

11.8 Policy H2 of LBC Local Plan would require 497sqm (5,349 sq ft) of residential accommodation to 

be delivered on site. Whilst the residential requirement under policy H2 requires 497 sqm GIA, 

the actual usable area would be in the region of 329 sqm (3,541 sq ft) once cores, refuse/cycle 

storage/plant has been included, resulting in roughly 3 market units for sale/rent.  

11.9 The inclusion of residential would have a significant impact upon the viability of the scheme due 

to increased costs associate with required works to provide a separate core for the residential 

element. Quartz Project Services have provided an estimate of build costs to £29,346,931 

equating to £345 per sq ft. The inclusion of the residential would also decrease the commercial 

floor area, decreasing floor plate size which makes this less commercially attractive to incoming 

tenants. We would also anticipate the inclusion of the residential element would have an impact 

upon the investment potential of the Proposed Scheme therefore impacting the yield in order 

to reflect increased risk. These factors would all contribute making a mixed use scheme 

significantly less viable. 
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12 CONCLUSIONS 
 
12.1 The Applicant is committed to undertaking significant refurbishment works in order to provide 

grade A office space including high quality tenant amenity including a rooftop terrace. The 

proposed work also includes an enhanced exterior to compliment the neighbouring listed 

building.  

12.2 The results summarised in Section 11 demonstrate that the Proposed Scheme for a 100% office 

scheme cannot viably support the provision of any contribution towards C3 housing, including 

affordable housing, on a present-day basis. This includes any type of contribution including an 

off-site contribution or a payment in lieu of C3 housing/affordable housing. A housing 

contribution would further constrain the viability of project and reduce the ability to deliver the 

Proposed Scheme.  

12.3 This conclusion is not wholly unexpected in a scenario where a redevelopment is of a valuable 

existing use and does not include a significant increase in floor area above the existing.  

12.4 However, the sensitivity testing indicates that there may be potential long term value growth 

and therefore the applicant is prepared to take a long term view that with future rental growth 

the development may be able to support a payment.  

12.5 We would be happy to discuss the conclusions of this FVA, or any of its contents and viability 

inputs with LBC and their advisors. 

Prepared by:       

 

Rebecca Lunt MRICS  
SENIOR SURVEYOR  
Email: Rebecca.lunt@ds2.co.uk 
 

 

 

Reviewed by: 

  
 
Jack Savin-Taylor MRICS 
PARTNER 
Email: jack.savintalor@ds2.co.uk  
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Private and Confidential 
 
Tempus Realty Holdings 1 (Jersey) Ltd 
c/o H.I.G. Capital International Advisors LLP 
10 Grosvenor Street 
London 
W1K 4QB 

10/12/2021 

  

 
Dear Sirs, 
 
Property: Tavis House, 1-6 Tavistock Square, London, WCH 9NA 
Valuation: Existing Use Valuation for Viability Purposes 
Client:  Tempus Realty Holdings 1 (Jersey) Ltd 
 
In accordance with our letter of instruction we have carried out a valuation exercise to determine the Existing 
Use Value of the Subject Property and made such enquiries as are sufficient to provide you with our opinion 
of value as of 10th December 2021 (the “Valuation Date”).  
 
You have advised us that you are considering various refurbishment options for the Property following 
expiry of the existing tenants lease in April 2022. In this respect have instructed Duff & Phelps to provide 
our opinion of Existing Use Value of the Property to assist with viability negotiations. 
 
Existing Use Value is defined as ‘the estimated amount for which an asset or liability should exchange on 
the Valuation date between a willing buyer and a willing seller in an arm's length transaction after proper 
marketing and where the parties had acted knowledgeably, prudently and without compulsion, assuming 
that the buyer is granted vacant possession of all parts of the asset required by the business and 
disregarding potential alternative uses and any other characteristics of the asset that would cause its market 
value to differ from that needed to replace the remaining service potential at least cost’. 
 
We have not completed the investigations required to produce a valuation which is compliant with the Royal 
Institution of Chartered Surveyors (“RICS”) Valuation - Global Standards 2020. This report has been 
completed under the specific terms in our Engagement Letter. 
 

Location 
 
The Property is located in the Bloomsbury submarket, on the eastern side of Tavistock Square, within the 
London Borough of Camden.  
 
The area is characterised by a number of attractive squares and period properties and is comprised of a 
mix of residential, office, retail and hotel uses. In terms of occupation, it is an area that was traditionally 
associated with government and public service occupiers. However, it is now home to a variety of occupiers 
such as the University College London and the British Medical Association as we as other professional 
services such as accounting, PR, Travel and Real Estate Firms. 
 
The area is well served by public transport with several underground stations in close proximity including 
Warren Street (Victoria and Northern Lines), Euston Square (Hammersmith Metropolitan and City Lines) 
and Russell Square (Piccadilly Line). Mainline railway services are available from London Euston and 
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London Kings Cross St Pancras, which are both located to the north of the property. In addition, there are 
a number of bus routes, connecting the surrounding area to The City and Greater London. 

 

 
The Property 
 
Tavis House provides 59,048 sq ft of office accommodation and is arranged over lower ground, ground and 
8 upper floors. 
 
The Property was originally built in the 1930’s and is of steel frame construction with part brick and part 
concrete elevations, below a flat roof. We understand the Property was last refurbished by the sub tenant 
in 2011 at a cost of £3,100,000, which equates to £52.50 psf. 
 
The reception fronts Tavistock Square. There is a security desk and barriers before entering the central 
core where there is central staircase and lift core. 
 
The office accommodation is of reasonable, mainly Grade B specification. Part of the 6th floor has recently 
been refurbished by the tenant and has an exposed service finish. The remainder of the office space has 
not been recently refurbished and would benefit from capital expenditure. 
 
The remainder of the office space has the following specification: suspended ceiling, solid floor and 
perimeter trunking, cassette A/C, 3 passenger lifts (6 people / 750kgs) with 2 serving the basement, central 
core staircase and a further stair core. 
 
The levels of natural light are reasonable throughout the Property with windows located on 3 sides and 
relatively narrow floor plates. The windows have also been recently (2017) replaced by the previous owner 
with the exception of the large central window in the core that runs the length of the Property. Due to the 
date of original construction, there are also a few columns located within the office accommodation. 
 
The ceiling height is fairly limited throughout the Property, being c.2.3m in the non-refurbished areas which 
have a solid floor. On the 6th floor, where the refurbishment has taken place the ceiling height is far superior 
due to the exposed fit out. 
 
The lower ground floor is used as storage space and does not benefit from natural light. There are 13 car 
parking spaces located at the rear of the Property, however, at the time of inspection these were arranged 
as 5 car parking space, 2 disabled spaces and bicycle storage. 
 
The floor plates are arranged in an ‘L’ shape and range in size from 4,457 – 6,524 sq ft. 
 
We have been advised that you intend to carry out a refurbishment on the existing sub tenant vacating the 
property in April 2022. We have been provided with a cost estimate prepared by Quartz Project Services 
Limited for a light refurbishment of the subject property. This detailed breakdown of the refurbishment works 
concluded a cost of £6,969,583, which equates to £95 per sq ft on the GIA of the property. This cost 
estimate is for a full CAT A light refurbishment to the property and includes all preliminaries and 
contingency. We have allowed for these refurbishment costs in our valuation. 
 

Accommodation 
 
As agreed with you, we have relied upon floor areas from Plowman Craven report, dated 23 September 
2019. We have assumed that these have been measured in accordance with the RICS Code of Measuring 
Practice and are on a net internal area basis. No further verification has been undertaken. These are as 
follows: 
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Floor Use Sq M Sq Ft 

8th Floor Office 414.1 4,457 

7th Floor Office 532.9 5,736 

6th Floor Office 597.8 6,435 

5th Floor Office 604.8 6,510 

4th Floor Office 606.1 6,524 

3rd Floor Office 603.3 6,494 

2nd Floor Office 604.9 6,511 

1st Floor Office 602.0 6,480 

Ground Office 508.0 5,468 

Ground Reception 81.4 876 

Basement Storage 301.0 3,241 

Basement BMA 29.4 316 

Total  5,485.7 59,048 

 
We have not rentalised the reception and building management accommodation in our valuation and have 
adopted an NIA of 57,856 sq ft. 

 
Condition 
 
We have not undertaken a building or site survey of the property. 
 
During our limited inspection we did not inspect any inaccessible areas. We are unable to confirm whether 
the property is free from urgent or significant defects or items of disrepair. We have assumed that it is in 
sound order and free from structural faults, rot, infestation or other defects, and that the services are in a 
satisfactory condition. 
 
At the date of inspection, the building appeared to be in a generally reasonable state of repair 
commensurate with its age and use. No urgent or significant defects or items of disrepair were noted which 
would be likely to give rise to substantial expenditure in the foreseeable future or which fall outside the 
scope of the normal annual maintenance programme. 
 
We have been provided with a Building Survey produced by CBRE, dated 23 October 2020 and include a 
summary of their findings below: 
 

▪ The property is in a fair overall condition and is receiving a fair level of maintenance to the building 
fabric 

▪ Backlog items of repair and maintenance were identified to the enclosing envelope requiring 
attention in the short to medium term 

▪ From an engineering perspective the property appears in a fair to good condition and appears to 
be receiving a fair level of maintenance 

 
No tests have been undertaken on any of the services. 
 
We have assumed for the purposes of this valuation that mains gas, water, electricity, drainage and 
telecommunications are all available to the subject property. 
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Tenure 
 
We have been provided with a Report on Title, prepared by CMS Cameron McKenna Nabarro Olswang 
LLP and dated November 2020. 
 
The Report on Title states the Property has a good and marketable title and that all documentation is 
satisfactorily drawn. 
We recommend that our understanding of all legal title issues is referred to your legal advisers for their 
confirmation that our understanding is correct. It is also particularly important that your legal advisers should 
be asked to check whether there have been any transactions relating to the property which reveal price 
paid information which we should be made aware of.  
 
If any further matters come to light as a result of your legal adviser’s review of these issues, we request 
that these matters are referred back to us as this information may have an important bearing upon the 
values reported. 
 
The headlease is held from The Woburn Estate Company Limited and Bedford Estate Nominees Limited 
for a term of 99 years from 24 June 1973, expiring on the 23 June 2072. The lease contains the benefit of 
an exercisable free option to extend this interest on expiry for a further 26 years until 23 June 2098. This 
offers an unexpired term of c.77 years. 
 
The current headrent payable is £80,000 per annum exclusive, subject to review on 25 December 2021, 
2037 and annually thereafter. 
 
At the December 2021 rent review, the revised rent is calculated to be the higher of: 
 
i) The existing rent; or 
ii) 12.5% of the yearly rental value of the demised premises in the open market for a term equal to 

the unexpired residue and including market value reviews at current practice intervals but not less 
frequently than every seventh year. 

 
On review in December 2037 the headrent is calculated as 12.5% of the higher of the rents receivable by 
the lessee from the demised premises during the relevant year or the rental value of the premises for that 
year. The hypothetical lease term is the residue of the term at review. As a result of these favourable 
review assumptions, the rent agreed at the last review in December 2003 in practice represents 8.1% of 
the market value of the occupational lease agreed at review at the same date. 
 
We understand you are currently negotiating the rent review and will subsequently enter into negotiations 
for a lease extension. However, for the purposes of the exercise we have assumed the Property is held 
freehold with a clean and marketable title. 

 

Occupational Leases 
 
The property is let, in its entirety to The Secretary of State for the Environment, Transport and Regions for 
a term of 70 years from 22 December 1967 at a passing rent of £987,500 per annum, which equates to 
£16.72 psf overall (assuming £2,000 per parking space). 
 
The property is sublet entirety to Age UK (subsequently sublets were agreed to various charities including 
the Disasters Emergency Committee. 
 
We have been provided with a lease surrender agreement and have been advised that vacant possession 
will be obtained in April 2022. 
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Business Rates 
 
The Uniform Business Rate for England for the year 2021/22 is fixed at 51.2 pence in the pound. An 
additional 2.0 pence in the pound Crossrail supplement for units with a rateable value over £70,000 applies. 
Where the rateable value is less than £51,000 the small business rates multiplier of 50.7 pence in the 
pound is applied. Phasing relief may apply The next non-domestic rates revaluation in England and Wakes 
will take effect in 2023, based on rental values pertaining as at 1 April 2020. This will mean that properties’ 
rateable values will better reflect true market conditions, taking into account any COVID-19 effects. 
 
We have accessed the Valuation Office Agency’s 2017 rating list to obtain the rateable values of the 
hereditaments which make up the subject Property. 

 

Address Description Rateable Value 

Bst – 8th Flrs, Tavis House, 1-6 

Tavistock Square, WC1H 9HE 
Office and Premises £2,970,000 

 
West End Office Market Overview – Q4 2021 
 
October take-up was slightly muted in comparison to strong performing previous months, with takeup 
reaching 161,219 sq ft across 21 transactions. This brought year-to-date take-up to 2.87m sq ft, up 92% 
on the same point last year, but down on the 10-year average by 12%. 
 
The largest transaction to complete last month saw Swedish gaming company Sharkmob’s acquisition of 
the fourth floor at 80 Strand, WC2, (38,718 sq ft) on a 10-year lease term at £72.50 per sq ft. 
 
The Victoria/Westminster sub-market area accounted for the majority of take-up with 81% of space 
acquired over the month. The largest transactions to complete in this area was Chevron’s acquisition of a 
10 year sublease, from The Very Group, of the part 2nd floor (18,541 sq ft), at 111 Buckingham Palace 
Road, SW1. Another notable transaction to complete in this area was the letting of the 3rd to 6th floors at 
1 Old Queen Street, SW1 across three separate transactions. 

 

Looking at sectors driving demand, the Tech & Media sector continues to dominate take-up and has 
accounted for 33% of space acquired this year, followed by the Insurance & Financial Services sector 
accounting for 20%, and then by the Retail & Leisure sector with 9%. 
 
However, in terms of transactions numbers, the Insurance & Financial sector has been a key driver of 
activity this year and has accounted for the largest quantity, 34%, of transactions to have completed. With 
65 transactions in total, we have seen the same number of transactions complete to this sector as we did 
over the same period in 2019. With the Insurance & Financial sector accounting for 39% of West End 
specific Active requirements, the sector is set to continue to be a key driver of leasing activity across the 
West End. 
 
Whilst leasing activity over the month was slightly subdued, space under offer continued to increase and 
was up by 13% on the previous month. With space under offer at 1.5m sq ft, this is up 34% on the longterm 
average and the highest level of under offers since November 2019, a positive signal of demand gaining 
momentum. Around 82% of space under offer is of Grade A standard and the development pipeline 
accounts for 37% of space under offer, continuing to reflect the intensified occupier preference for high 
quality space. 
 
Supply has remained broadly stable over the past three months and at the end of October remained at 
7.8m sq ft, equating to a vacancy rate of 6.7%. Currently, the overall amount of tenant controlled space, at 
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2.5m sq ft, is at the lowest level it has been at since November 2020, and is now 19% below its peak in 
April this year. Unsurprisingly, tenant space put on to the market since the beginning of the pandemic 
makes up the majority of space withdrawn this year. 
 
Around 10m sq ft of new developments and extensive refurbishments are scheduled to complete over the 
next four years. As it stands, 3.6m sq ft (16%) of these have already been pre-let. A further 5% is currently 
under offer. 
 
Agents are currently anticipating a record level of development activity, with 3.6m sq ft scheduled to 
complete during 2023, though this will likely be tempered with the passage of time, rising buildings costs 
and current supply chain challenges. The largest development currently schedule to complete over this 
period is Stanhope/Mitsui’s Gateway East development, (200,000 sq ft), W12, followed by Argent’s S3 
development, N1C (195,000 sq ft). At present 5% of 2023’s pipeline has already been pre-let. 

 

Bloomsbury Office Market Overview Q4 2021 
 
Bloomsbury, which is renowned for its literary past and its attractive period buildings, has risen in stature 
as an office destination in recent years. It has benefitted from being surrounded by several dynamic 
submarkets, with King's Cross to the north, Holborn to the south, Clerkenwell to the east and Noho to the 
west, while the presence of the University of London and the British Museum has proved an extra draw for 
both office occupiers and developers. The upcoming arrival of Crossrail services at Tottenham Court Road 
Station was adding to momentum prior to the coronavirus crisis. 
 
Demand for office space has fallen since the pandemic began. Bloomsbury's vacancy rate, which stood 
below 2% in March 2020 (following a strong three-year period when a wave of TMT firms moved into the 
submarket's new or refurbished space), has risen steadily over the past year or so. Despite an ongoing 
lack of development, weak leasing activity has combined with a rise in sublease availability to push 
vacancies upward. 
 
On the plus side for landlords, Bloomsbury's vacancy rate remains below the London average, and there 
will be little upward pressure from new supply in the coming years, as nothing of note is under construction.  
 
Leasing activity is also picking up. Thought Machine's 65,000-SF letting at Russell Court was one of 
London's largest deals of the summer, while several noteworthy leases have been signed recently at 
LabTech's Victoria House. Bloomsbury was also the destination for one of London's largest lettings in 2020 
as life science firm MSD agreed a deal to locate its new UK headquarters at a redeveloped Belgrove 
House, subject to planning approval. 
 
Low vacancy was contributing to a revival in rent growth prior to the coronavirus outbreak. Bloomsbury 
was enjoying one of the strongest growth rates of any submarket in London in early 2020, fuelled by rent 
increases in prime offices. 
 
Prime Rents 
 
A prevalent theme has been the continued divergence between prime and secondary stock in the 
occupational market, which is a long-term issue. Prime rents have seen a slight reduction but given the 
pressure on the economy, remained relatively stable, in the line with the rest of the London market. 
However, occupiers are focussing heavily of the quality of accommodation, which has led to the demand 
for secondary space decreasing significantly, and is likely to continue. This was already an issue driven by 
the war for talent but other factors such as improved wellbeing, health and safety and amenities will be 
further highlighted by COVID-19. 
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With these factors in mind, it is our view, through consensus, that prime headline office rents have fallen 
slightly in 2020/21, but will be stabilise in 2022 due to the strong market fundamentals in Bloomsbury and 
and the affordable rents on offer versus the wider West End and City markets. 
 
We summarise Bloomsbury’s headlines rents achieved in the table below: 

 

 Grade A Grade B 

 New/Refitted Refurbished Refurbished 

Headline Rents 

(per Sq Ft) 
£75-£80 £60-£72.50 £45 - £55 

 
Rental Evidence 
 
We have set out what we believe are the most comparable transactions above which encompass 

both the Bloomsbury submarket and surrounding submarkets of the West End. 

 

Lynton House, 7-12 Tavistock Square, WC1H 

Description 

Rateable Value 

  

Date 

 

Rent 

 

Status 

 

May 2020 

 

£70.00 per sq ft 

 

OML 

The building is located on the eastern side of Tavistock Square and is in close proximity to a number of 

transport Links that include Euston, King’s Cross and Russell Square Underground Stations. St 

Pancreas International is 700m to the north. 

 

The Property, refurbished in 2019, comprises 107,802 sq ft of office accommodation arranged over 

ground and 10 upper floors. The property provides Grade A office accommodation and will benefit from 

access to a communal roof terrace. 

 

In May 2020, Graphcore agreed a new 5 year lease for 4,424 sq ft of part 9th floor accommodation a at 

a rent of £70 psf. An initial 7 month rent free incentive was agreed and there is a tenant break option in 

the 3rd year. 
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Russell Court, 7-11 Herbrand Street, WC1N 

Description 

Rateable Value 

 

 

Date 

 

Rent 

 

 

 

Status 

 

July 2021 

 

£55 per sq ft with 

c.£70 per sq ft on the 

best space 

 

OML 

Herbrand Street is centrally located within the heart of Bloomsbury. The building benefits from excellent 

transport links with Russell Square underground station in close proximity. 

 

The property comprises a 1930s art deco building which extends to 65,025 sq ft is currently being 

extensively refurbished to create contemporary refurbished Grade A office space. The accommodation 

is arranged over lower ground, ground and four upper floors 

In July 2021, Thought Machine, a financial technology provider leased the property from Labs, a flexible 

workspace operator as its new headquarters in the City to support its expansion plans. The tenant signed 

a 5 year lease at a passing rent of £55 per sq ft and c.£70 per sq ft on the best space. The lease 

incentives are confidential. 

 
 

Lacon House, 84 Theobalds Road, WC1X 

Description 

Rateable Value 

  

Date 

 

Rent 

 

Status 

 

October 2020 

 

£62.50 per sq ft 

 

Sub-Letting 



  Tempus Realty Holdings 1 (Jersey) Ltd 
  10th December 2021 
  Page 9 of 21 

The property is located on Theobalds Road to the western part of the road on the junction with Harpur 

Square. Holborn and Chancery Lane underground stations are both within 400m. 

 

The Property, originally constructed in the 1950’s and refurbished in 2016, comprises 216,655 sq ft 

arranged over basement, ground and 8 upper floors. The accommodation is good quality B and 

benefits from a communal roof terrace. 

 

In October 2020, HeyCar sublet 11,688 sq ft of 1st floor office accommodation for a 7 year term at a 

rent of £62.50 psf. A 6 month rent free incentive was agreed. 

 

26-28 Bedford Row, WC1R 

Description 

Rateable Value 

 

 

Date 

 

Rent 

 

Status 

 

August 2021 

 

£65.00 per sq ft 

 

OML 

The property is located on western side of Bedford Row, close to the junction with Theobalds Road. 

Holborn and Chancery Lane underground stations are both located within 600m. 

 

The Property was originally constructed in the 1900’s and refurbished in 2008. The office building is 

arranged over lower ground, ground and 4 upper floors. The 4th and 5th floors were recently refurbished 

to provide high quality Grade B refurbished office accommodation. 

 

In August 2021, Indicia Worldwide lease 4,068 sq ft of office accommodation on the 4th and 5th floors 

for a 5 year term at a rent of £65.00 psf. A 10 month rent free incentive was agreed. 

 

267-275 Grays Inn Road, WC1X 

Description 

Rateable Value 

  

Date 

 

Rent 

 

 

Status 

 

October 2021 

 

£59.50 per sq ft on 

the best space 

 

OML 
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The property is located on Grays Inn Road close to its junction with Swinton Street. Kings Cross St 

Pancras station is located within 300m. 

 

The Property, originally constructed in the 1960’s and was refurbished in 2020, comprises 11,340 sq ft 

arranged over lower ground, ground and 4 upper floors. The accommodation is high quality Grade B 

refurbished space. 

 

An undisclosed tenant has leased the whole of the building at a passing rent of £59.50 per sq ft on the 

best space and £37.50 on the lower ground floor space. The tenant incentives are undisclosed. 

 

 

Tavistock House, 13 Tavistock Square, WC1H 

Description 

Rateable Value 

  

Date 

 

Rent 

 

Status 

 

March 2021 

 

£65.00 per sq ft 

 

OML 

The property is located on the eastern side of Tavistock Square, neighbouring the subject property.  

 

The Property is a Grade II listed landmark mixed-use building, which was constructed in 1935 and was 

most recently refurbished in 2011. The property comprises A2 retail accommodation on the basement 

and ground floors with office accommodation on the five upper floors. The ofiice accommodation is 

finished to a range of Grade B refurbished specifications, and the rentable space ranges from suites of 

730 sq ft to larger spaces of up to 12,000 sq ft. The office space is predominantly lease to the British 

Medical Association (BMA) 

 

In March 2021, Church & Dwight UK Ltd leased 3,371 sq ft of newly refurbished high quality Grade B 

office accommodation to the rear of the ground floor fronting Burton Street for a 5 year term at a rent of 

£65.00 per sq ft. The lease was subject to a break clause in year 3 and an initial 9 month rent free 

incentive was agreed with further 2 months if the break isn’t actioned. 

 

We are also aware of a number of other leasing deals in the building, including a lease renewal for 

Birkbeck College of 4,320 sq ft on the ground floor, who agreed in January 2021 to an additional 5 year 

term at £55 per sq ft subject to a 12 month rent free period. The accommodation was refurbished in 

2015. 
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37-41 Bedford Row, WC1R 

Description 

Rateable Value 

  

Date 

 

Rent 

 

Status 

 

September 2021 

 

£42.60 per sq ft 

 

Renewal 

The property is located on western side of Bedford Row. Holborn and Chancery Lane underground 

stations are both located within 600m. 

 

The Property, originally constructed in the 1950’s and refurbished in 2010s, comprises The building 

comprises 24,648 sq ft NIA of office accommodation arranged over lower ground, ground and five 

upper floors with wider site coverage of 22 carparking spaces to the rear. The accommodation is good 

quality Grade B. 

 

37-41 Bedford Row is single let to Teacher Stern LLP on a Full Repairing and Insuring lease at a passing 
rent of £1,050,000 per annum which reflects a low passing rent £42.60 per sq ft overall. 
 

The tenant signed a reversionary lease in September 2021 which expires 31st May 2031 providing an 

unexpired term of 9.5 years. This is subject to an upward only rent review with a minimum uplift to 

£1,100,000 per annum on 1st June 2026. The tenant benefits from a day one half rent incentive until 

31st January 2023 followed by a half rent period from 1st June 2026 to 31st December 2026. The 

Vendor will provide a top-up on the initial rent incentive. 

  

Cupola House, 15-17 Alfed Place, WC1E 

Description 

Rateable Value 

  

Date 

 

Rent 

 

Status 

 

April 2020 

 

£44.00 per sq ft 

 

OML 
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Cupola House is located on the west side of Alfred Place, overlooking Tottenham Court Road and 

Chenies Street. Goodge Street Underground Station is adjacent. 

 

The property, originally constructed in 1885 and extensively refurbished in 2010, comprises 50,000 sq 

ft mixed use building arranged over basement, ground and four upper floors. The offices are 

reasonable quality Grade B accommodation. 

 

In February 2020, A new tenant let 15,000 sq ft of 2nd and 4th floor accommodation for a 13 year term 

at a rent of £44.00 psf. No break clause was agreed. 

 

22 Store Street, WC1E 

Description 

Rateable Value 

  

Date 

 

Rent 

 

Status 

 

February 2020 

 

£52.50 per sq ft 

 

OML 

22 Store Street is located on Tottenham Court Road close to its junction with Goodge Street and 

Windmill Street, 100m to the south of Goodge Street Underground Station. 

 

The property, originally constructed in 1900 and extensively refurbished in 2000, comprises 63,601 sq 

ft mixed use building of brick construction arranged over basement, ground and four upper floors. The 

office accommodation is reasonable quality Grade B space. 

 

In February 2020, Circus Street let 12,619 sq ft of 3rd floor accommodation at a rent of £52.50 psf. The 

details of the lease are undisclosed. 

 

Weights and Measures Building, 169 Euston Road, NW1 

Description 

Rateable Value 

 

 

Date 

 

Rent 

 

Status 

 

December 2019 

 

£45.89 per sq ft 

 

Assignment 
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The Weights and Measures building is located on the southern side of Euston Road. Euston Station 

and Euston Station Underground are both within close proximity 

 

The property, originally was constructed in 2000, comprises 22,445 sq ft of office accommodation and 

is arranged over basement, ground and five upper floors. The office accommodation is good quality 

Grade B space. 

 

In December 2019, UCL agreed to lease the whole building on an initial lease assignment and 

subsequent reversionary lease for a term of 11 years. The initial rent commending in October 2019 at 

an initial passing rent of £1,030,000 (£45.89 per sq ft) with fixed uplifts rising to £1,200,000 (£53.46 per 

sq ft )  per annum) in October 2020 and £1,500,000 in October 2024 (£66.83 per sq ft). 

 

Rental Analysis 
 
We have assessed the above comparables and consider them to provide useful evidence of rents 
achievable for the subject Property in this location. The transactions show rents ranging from £70.00-£80.00 
per sq ft on newly refurbished Grade A office accommodation or £42.60 to £65.00 per sq ft for older and 
refurbished Grade B stock. We consider the Grade B evidence reflects the general tone that we would 
expect for the type of proposed refurbished space at the subject property depending on the floor level and 
outlook. 
 
We consider the most applicable rental evidence to be: 
 
Lynton House: The adjacent property on Tavistock Square. We consider the transaction of the 9th floor at 
£70.00 per sq ft for a new 5 year term to be useful evidence when considering the appropriate Market Rent 
at the subject Property and supports our grading of the rents. The Property has been recently refurbished 
and benefits from good quality specifications. The property is located adjacent to the subject Property and 
gives a good indication of achievable rents in the location after the subject property has been 
comprehensively refurbished. Overall, we would expect the subject Property to achieve a lower level of rent 
after our assumption of a basic refurbishment of the Property. 
 
Tavistock House: we consider the various transactions in this neighbouring building on Tavistock Square. 
We consider the recent letting of 3,371 sq ft of newly refurbished high quality Grade B office accommodation 
to the rear of the ground floor on a 5 year term at a rent of £65.00 per sq ft provides good evidence for 
similar space in the area, albeit we consider this achieved a premium due to the size of the space and 
quality of the refurbishment. Another letting within the building was a lease renewal for 4,320 sq ft on the 
ground floor in January 2021 on an additional 5 year term at £55 per sq ft subject to a 12 month rent free 
period. We consider this provides good evidence for the rental tone in Tavistock Square. Overall, we would 
expect the subject Property to achieve a slight lower level of rent after our assumption of a basic 
refurbishment of the Property, predominantly due to the significantly larger floorplates. 
 
275 Grays Inn Road: We consider the recent transaction of the entire building provides good evidence of 
the demand for high quality Grade B refurbishments in the local market. We understand the best space 
achieved rents of £59.50 per sq ft and the lower ground achieved £37.50 per sq ft. The property provides 
good evidence for the rent achievable on high quality Grade B space in the local market. The property was 
let to a single tenant but the floorplates are small for the local market in the region of 2,300 sq ft on the 
larger floors. The location and setting of this comparable is also slightly inferior to the subject property 
despite being in close proximity to Kings Cross St Pancras station Overall, we would expect the subject 
Property to achieve a slight lower level of rent after our assumption of a basic refurbishment of the Property, 
predominantly due to the larger floorplates. 
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22 Store Street: we consider the transaction of the 3rd floor at £52.50 psf for an undisclosed term to be 
useful evidence when considering the appropriate Market Rent at the subject Property post its proposed 
refurbishment and supports our grading of the rents. The Property is a period building that has not 
benefitted from refurbished and has similar specifications. Although there is Grade B space coming to the 
market generally there is limited evidence in the Bloomsbury sub-market. Overall, we would expect the 
subject Property to achieve a similar level of rent following the proposed refurbishment. 
 
Weights and Measures Building: we consider this now slightly dated transaction is relevant due to the 
similar location in the Bloomsbury market around the corner from the subject property. The comparable 
was let to UCL for a term of 11 years on an initial lease assignment with reversionary lease, at an initial 
agreed rent reflecting £45.89, which subsequently increased to £53.46 per sq ft in October 2020 with a 
further uplift in October 2024. Not only does this lease transaction provide evidence of the demand from 
educational providers in the vicinity of the property it is good indication of achieved rents for large lettings 
in the local market. Overall, we would expect the subject Property to achieve a slightly higher level of rent 
following the proposed refurbishment, as we consider this comparable reflects the quantum of the letting. 

 
Rental Value Conclusions 
 
On the basis of the intended refurbishment programmed, the subject Property would fully meet the needs 
of modern-day occupiers and would attract some of the highest rental levels in Bloomsbury for refurbished 
space, particularly the upper floors. The proposed accommodation will provide a high-quality working 
environment and coupled with the outlook on Tavistock Square would allow it to maintain its competitive 
edge against the other buildings nearby and many of the leading buildings within the locality. 
 
Taking this, and the leasing comparables noted above into account we have made appropriate adjustments 
to reflect the size, quality, shape and location of the refurbished space. We believe that the subject Property 
could command rents ranging from £47.50 to £50.00 for the lower to mid levels floors with headline rents 
of £52.50 to £55.00 on the upper floors. For the ground floor space we believe this could command rents 
of £40 per sq ft and £10 per sq ft for the storage accommodation in the basement. 
 
We have graded the relative attractiveness of the accommodation on a rising scale up the building.  This 
is to allow for the superior views, natural light and status associated with the upper floors. We have 
assumed the building would be let on a floor by floor basis, although smaller suites on some split floors 
could achieve a rental level in excess of the rents detailed below. 
 
We have not factored in rental growth explicitly into our appraisal and have instead adopted the following 
headline rental values based on what could be expected to be achieved in the market as at the valuation 
date. 
 
Overall, we have adopted office rents ranging from £40.00 per sq ft on the ground floor rising to £55.00 
per sq ft on the 8th floor. We believe this reflects the future quality and aesthetic of the building based on 
the proposed refurbishment works, and location within the Bloomsbury submarket. This provides an overall 
Market Rent of £2,744,993, equating to a blended office rent on floors G-7 of £49.67 per sq ft.   
 
While it is likely that some of the floors may benefit from pre-let agreements, we have allowed for staggered 
void periods ranging from 0 to 12 months on a floor by floor basis following the completion of the 
refurbishment works, followed by a 12 month rent free incentive. 
 
Our assumptions regarding the individual rental values and assumed lease start dates on a floor by floor 
basis are summarised overleaf as follows: 
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Floor Area Sq Ft Rent per sq ft Market Rent 

8th Floor - Office 4,457 £55.00 £245,135 

7th Floor - Office 5,736 £52.50 £301,140 

6th Floor - Office 6,435 £52.50 £337,838 

5th Floor - Office 6,510 £50.00 £325,500 

4th Floor - Office 6,524 £50.00 £326,200 

3rd Floor - Office 6,494 £50.00 £324,700 

2nd Floor - Office 6,511 £50.00 £325,550 

1st Floor - Office 6,480 £47.50 £307,800 

Ground - Office 5,468 £40.00 £218,720 

Ground – reception 876 - - 

Basement – Storage 3,241 £10.00 £32,410 

Basement – BMA 316 - - 

Total   £2,744,993 

 
Please note that our opinion of Market Rent has been arrived at, assuming floor by floor lettings of the 
property, as set out in the table above. 
 
In arriving at our opinion of Market Rent, we have assumed a lease term of 10 years with five year breaks, 
as being the best available terms in the market. The rental figures are based on a headline basis and after 
the refurbishment. 
 
Please note that our opinion of Market Rent has been arrived at, assuming individual lettings of the property, 
as set out in the table above. 

 
West End Investment Market\ 
 
Investment turnover in September reached £404m across nine transactions, which stands 95% ahead of 
last year’s figure but 28% below the previous five years’ September average. This brings cumulative annual 
turnover to £3.33bn across 75 transactions; whilst this is 25% down on the previous five years’ average 
(£4.4bn), it is nearly double the equivalent figure for 2020 and 10% higher than in 2019. 
 
In a clear indication of the improvement in sentiment, September marked the end of a third Quarter that 
saw £1.76bn trade across 33 transactions – this is 25% higher than the previous five years’ Q3 average, 
175% higher than Q3 2020 and 91% higher than the more normalised Q3 2019. 
 
The largest transaction to exchange in September was The Heals Building, W1, which Columbia 
Threadneedle has sold to KKR and General Projects after a targeted marketing campaign. The property, 
which is held by way of two long leasehold interests from The Bedford Estate (141 years) and The Property 
Trust Limited (41 years), comprises 82,809 sq ft of multi-let office accommodation (68% of the income) 
and 103,551 sq ft of retail space (31% of the income), anchored by Heals Department Store. The sales 
price of £117m (£454 psf) reflects a net initial yield of 5.00%. 

 
In another value-add transaction, Workspace has sold its freehold interest in 13-17 Fitzroy Street, W1, to 
DWS for £92m, which reflects a capital value of £993 psf. The property, which Workspace acquired in 
2017 for £98.5m, was openly marketed and comprises 92,669 sq ft of vacant office accommodation in 
need of repositioning. 
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The key core transaction during September was a Private Middle Eastern investor’s disposal of Enterprise 
House, 167-169 Westbourne Grove, W2, to Kamco for £56m, which reflects a net initial yield of 3.68% and 
a capital value of £1,242 psf. The property, which was first marketed in October 2020, is single let to 
Network Rail Infrastructure Limited for a remaining 12 years at an annual rent averaging £47 psf, subject 
to open market rent reviews. 
 
Other transactions during September included Legal & General’s disposal of its 123 year long leasehold 
interest in 101 St Martins Lane, WC2, to KGAL for £53.5m (£1,123 psf), which reflected a net initial yield 
of 5.3%; and Savills disposal of Abrdn’s freehold interest in 33-41 Charlotte Street, W1, for £31m (£1,259 
psf) which reflected a net initial yield of 5.21%. 
 
The office element of the latter is single let to serviced office provider, Knotel, until 2029 at an annual rent 
averaging £75 psf (73% of the total income), while the retail element is let to two restaurants with expiries 
in 2027 and 2037. The freehold interest also includes four residential apartments and a corner restaurant 
unit let to ROKA, albeit these elements are sold-off on long leases. 
 
On the basis of recent evidence and general market sentiment, our opinion of prime West End yield 
remains at 3.25% albeit we would note upward pressure on yields for assets with near-term leasing risk 
and will closely monitor how the lending market, and capital market in turn, reacts to increased likelihood 
of a near term rise in base rates. The MSCI net initial and equivalent yields stand at 3.57% and 4.82% 
respectively 

 
Investment Evidence 
 
In arriving at our opinion of value we have had regard to a range of comparable investments from the West 
End market, as below: 
 

# Address Sales Date Sale Price Size (ft²) NIY 

Capital 

Value(/sq 

ft) 

1 5 Chancery Lane OTM £95,000,000 84,836 4.95% £1,120 

2 
The Heals Building, 

W1 
Q4 2021 £117,000,000 257,677 5.00% £454 

3 
33 – 41 Charlotte 

Street 
Q4 2021 £31,000,000 24,616 5.21% £1,259 

4 
95 New Cavendish 

Street 
Q4 2021 £20,600,000 20,677 4.55% £996 

5 1–5 Poland Street Q3 2021 £42,600,000 27,016 4.18% £1,577 

6 
Northgate House, 67 - 

69 Lincoln's Inn Fields 
Q3 2021 £32,620,000 29,809 4.02% £1,094 

7 
Grafton House, 379 - 

381 Euston Road 
Q3 2021 £22,300,000 17,438 4.37% £1,279 

8 124 Theobalds Road Q2 2021 £70,000,000 81,110 4.63% £863 

9 
193 - 197 High 

Holborn 
Q1 2021 £24,925,000 28,160 4.44% £885 

 
We provide more details of these transactions overleaf: 
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1. 5 Chancery Lane: We understand that Singaporean investors Lee Kim Tah Group and Metro 

Holdings have launched the sale of the freehold interest for £95m reflecting an initial yield of 

4.95%. The property, arranged over basement, lower ground, ground and five upper floors is 

currently fully let to law firm Lewis Silkin until 2023. The building is pitched as a redevelopment 

opportunity given the short lease and planning permission that is in place for a refurbishment 

scheme of around 100,000 sq ft. 

 

2. The Heals Building, Tottenham Court Road: A JV between KKR and General Projects has 

purchased the long lease interest in the flagship Heals Building in Q4 2021. The retail and office 

building is multi-let to 15 tenants on a range of leases with an average unexpired lease term of 

2.4 years to the breaks and four years to the expiries. The property has a complex ownership 

structure, around 85% of the building is held long-leasehold from the Bedford Estate for a further 

144 years at a gearing of 30%. The Bedford Estate also has to contribute 30% of any capex 

required. The remaining 15% is held long leasehold from a Hong Kong group called The Property 

Trust on a lease with 44 years remaining at a rent of £20,000 per annum. We understand that 

the agreed sales price of £117m, reflects a net initial yield in the region of 5.00%. 

 

3. 33–41 Charlotte Street: In October 2021 Schroders Real Estate Investment Management 

acquired the freehold interest for £31,000,000 from Abrdn reflecting a net initial yield of 5.21%. 

The building totals 24,616 sq ft and comprises 16,749 sqft of Grade A office space and 7,867 

sqft of retail space (2 restaurant units) with a WAULT of 10.2 years and a total passing rent of 

£1,725,175 per annum. The office space is let to Knotel on a lease expiring in October 2029 at 

a reversionary rent of £75 psf. The restaurant units are let to '1947 London' (£170,000 per 

annum) and 'Six by Nico' (£298,000 per annum) until June 2027 and June 2037 respectively and 

holds 27% of the building income. 

 

4. 95 New Cavendish Street: In November 2021 Beaumont and LBS Properties acquired the 

freehold interest in 95 New Cavendish Street for £20,600,000 from South Yorkshire Pensions 

Authority reflecting a net initial yield of 4.55%.  The building totals 20,677 sq ft of office space 

fully let to Gleeds Advisory on a 5-year lease expiring in December 2023 at a passing rent of 

£1,000,000 per annum equating to £48.36 psf. 

 

5. 1-5 Poland Street: In September 2021 Orchard Street Investment Management sold the 

freehold interest in 1 - 5 Poland Street, London to Aquarelle for £42,550,000 reflecting a net initial 

yield of 4.18%.  The 27,016 sq ft office space is single let to Williams Lea Limited trading as Tag 

Worldwide on a 15-year lease expiring 17 July 2027 (6.25 years unexpired). Current passing rent 

of £1,900,000 per annum equating to £70.33 psf overall. A tenant-only break option dated 18 

July 2022 was removed in return for an 8-month rent free period commencing 25 December 2020 

expiring 24 August 2021 which was topped-up by the Vendor on sale. 

 

6. Northgate House, 67-69 Lincoln's Inn Fields: In August 2021 Habro Properties purchased the 

freehold interest in Northgate House in London from Benesco Charity Limited for £32,620,000, 

reflecting a net initial yield of 4.02%. The total net internal area of the asset is 29,809 sq ft, 

arranged over the lower ground, ground and five upper floors. The property is mainly let to Queen 

Mary University of London until September 2026 and with a retail unit let to Greggs Plc until 
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November 2028 with a WAULT of 5.7 years. Combined the tenants produces a rental income of 

£1,400,973 per annum. 

 

7. Grafton House, 379-381 Euston Road: In July 2021 Sofidy purchased the long-leasehold 

interest in Grafton House from an undisclosed Indian private investor for £22.3m as an 

investment, reflecting a net initial yield of 4.37%. Acquired was the 124-year long leasehold 

interest totaling 17,438 sq ft.  The asset is fully let to Cognita Schools, a global private schools 

company, since 2018, for a 25 years lease. It produces a rental income of £1,041,00 per annum 

equating to £60 per sq ft. 

 

8. 124 Theobalds Road: In April 2021 ESAS Properties sold the freehold interest in 124 Theobalds 

Road, London to a private Middle Eastern Investor for £70m reflecting a net initial yield of 4.63%.  

The 81,110 sq ft office building is let to MediaCom Holdings Ltd and Vodafone on co-terminus 

leases expiring in September 2022 and a total income of £3,297,137 per annum reflecting a 

reversionary £40.65 per sq ft overall. 

 

9. 193-197 High Holborn: In March 2021 Langland Estates Ltd sold the freehold interest in 193 - 

197 High Holborn, Holborn Town Hall, to NPLH Property Holdings Ltd for £24,925,000, reflecting 

a net initial yield of 4.44%. The 28,160 sq ft office building is let to various tenants such as 

Veracity Education, Mavens of London, AGL Communications Ltd, Sonder Europe and produces 

a contracted income of £1,132,911 reflecting a revisionary £40 per sq ft. 

 
Yield Analysis 
 
The investment transactions above show net initial yields ranging between 4.02% and 5.21%.  
 
The most recent evidence is provided by the sale of 95 New Cavendish Street, a well let office investment 
let to Gleeds until December 2023. The property is a similar value add opportunity in a prominent dual 
corner location with extensive frontage to New Cavendish Street. The freehold investment was acquired in 
November 2021 for £20,600,000 reflecting a net initial yield of 4.55%, off a guide price of £18,750,000 (5% 
NIY). We consider the subject property would achieve a slightly higher yield to reflect the more limited value 
add opportunity. 
 

Another recent transaction was the sale of the Heal’s Building on Tottenham Court Road. The long 
leasehold property has a complex ownership structure, but has recently exchanged to a JV partnership 
between KKR and General Projects. The retail and office building is multi-let to 15 tenants on a range of 
leases with an average unexpired lease term of 2.4 years to the breaks and four years to the expiries. The 
property is a value add opportunity and requires significant asset management. Heal’s, which currently 
occupies the part basement, ground, first and second floors, is expected to move to the part basement and 
ground floors which had been sitting empty since Habitat left the building in March. The remaining space is 
expected to be turned into offices. There is therefore significant reversionary potential. We understand that 
the agreed sales price of £117m, reflects a net initial yield in the region of 5.00%. Whilst the comparable 
has limited relevance to the subject property, particularly due to the large lot size, we consider it provides 
good investment evidence for development projects in the local market. On balance we consider the subject 
property would achieve a similar yield. 
 
Grafton House on Euston Road has recently transacted. The long leasehold interest was acquired in July 
2021 for £22.3m as an investment, reflecting a net initial yield of 4.37%. The office is let to an educational 
tenant, Cognita Schools, on 25 years lease with a remaining term of 21 years and is broadly rack rented. 
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We consider the subject property would achieve a higher yield due to the longer term certain of this 
comparable than expected for the subject property upon completion of the proposed refurbishment. 
 

1-5 Poland Street is a well let office that was acquired by Aquarelle in September 2021 for £42,550,000 
reflecting a net initial yield of 4.18%. The freehold investment is single let to Williams Lea Limited trading 
as Tag Worldwide on a 15-year lease expiring 17 July 2027 (6.25 years unexpired). The property therefore 
provides excellent evidence for a well let building in a core West End location. On balance, we are of the 
opinion that the completed development at the subject property would achieve a high yield, predominant 
due to the inferior location. 
 
Taking the above into consideration, we are of the opinion that once refurbished and fully let, the subject 
property could command a yield in the region of 5.00%. This fits with the pricing of the above evidence but 
shows a discount from prime core West End freehold yields. 

 
Valuation Methodology 
 
You have instructed us to provide our opinion of Existing Use Value of the subject Property. 
 
Our valuation has been undertaken using appropriate valuation methodology and our professional 
judgement 
 
Our valuation has been carried out using the comparative and investment methods. In undertaking our 
valuation of the property, we have made our assessment on the basis of a collation and analysis of 
appropriate comparable investment and rental transactions, together with evidence of demand within the 
vicinity of the subject property. With the benefit of such transactions we have then applied these to the 
property, taking into account size, location, terms, covenant and other material factors. 
 

Valuation 
 
In arriving at our Opinion of Existing Use Value we have had regard to the following factors:  
 

▪ The Property is well located in Bloomsbury and is situated in close proximity to the various transport 
links in the area. 

▪ Historically Bloomsbury has been a popular location for government occupiers, with original office 
stock dating from the 1930’s onwards, such as the subject Property. More recently, the sub-market 
has appealed to a wider variety of occupiers such University, PR, Serviced Office and Professional 
Services. 

▪ Vacant Possession in April 2022. 
▪ The condition and specification of the Property is tired and would benefit from a refurbishment as 

the current specifications would not necessarily meet the expectations of potential occupiers, who 
require a higher standard. We understand the most recent refurbishment was undertaken by the 
sub-tenant, AGE UK Ltd, in 2011 when they took occupation. 

▪ We have been provided with a refurbishment costs of £6,969,583, prepared by Quartz Project 
Services Ltd, which equates to £95 per sq ft and is inclusive of the works required in the building 
survey. 

▪ We have allowed an 8 month refurbishment void to carry out these works. 
▪ Our opinion of the headline Market Rent for the Property is £55.00 per sq ft on the top floor. We 

have subsequently graded the rents depending on the quality of the space and the position within 
the building. 

▪ We have then applied staggered void periods post completion of the refurbishment, assuming three 
floors would be pre-let before completion, 6 months for a further three floors and finally 12 months 
for the remaining four floors including the basement. 
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▪ We have allowed for void costs of £10 per sq ft and rates equivalent to 50% of our headline Market 
Rents. 

▪ We have also allowed for leasing commission of 15%. 
▪ We have allowed for a 12 month rent free period on all the accommodation. 
▪ We have adopted a capitalisation rate of 5.00% for the office income. 
▪ The resultant Existing Use Value is £37,800,000, which reflects a capital value of £640 psf. 

 

Existing Use Value 
 
In our opinion, we consider that prospective purchasers of the property would consider the condition of the 
building and refurbishment required, whilst also considering the key characteristics of the property, 
including the location in Bloomsbury submarket, excellent transport connections and setting in Tavistock 
Square. 
 
We have had regard to the rental and investment transactions listed in this report and considered an 
achievable capital value that reflects the condition of the property and potential uses of the existing property. 
 
On this basis, we are of the opinion that the Existing Use Value of the subject Property, is in the order of:  
 

£37,800,000 
(Thirty Seven Million, Eight Hundred Thousand Pounds) 

 
Whilst this capital value per sq ft is very low for Bloomsbury, we have considered the quantum of the 
property and ultimately the refurbishment that would be required for prospective purchaser would expect to 
be reflected in the Existing Use Value. 

 
Yours sincerely 

 

 
Alex Smith MRICS 
Senior Associate 
Kroll Advisory Ltd 
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Appendix 1 

Valuation Calculations 
 



01/12/2021

(Amounts in GBP, Measures in SF)Summary Valuation

Valuation Date:

Property

Address Tavis House, 1-6 Tavistock Square

03 (3)External ID

Gross Valuation 47,908,027

Capital Costs

Net Value Before Fees

-7,557,706

40,350,321

Less Stamp Duty La @5.00% Net Sale Price 1,890,000

Agent Fees @1.00% Net Sale Price 378,000

Legal Fees @0.80% Net Sale Price 302,400

Net Valuation 37,779,921

37,800,000Say

4.9954%Equivalent Yield 5.1359%True Equivalent Yield

Initial Yield (Valuation Rent) -1.0212% Initial Yield (Contracted Rent) -1.0212%

Reversion Yield 6.7995%

Total Valuation Rent Total Contracted Rent 0

Total Rental Value 2,744,993

0

10Number of Tenants

Capital Value Per Area 0

Running Yields

Date Gross Rent Revenue Cost
Ground Lease

Expenses Net Rent Annual Quarterly

01/12/2022 0 -412,280 0 -412,280 -1.0212% -1.0148%

01/03/2023 0 -1,342,720 0 -1,342,720 -3.3260% -3.2580%

01/06/2023 0 -659,240 0 -659,240 -1.6330% -1.6164%

01/12/2023 884,113 0 0 884,113 2.1900% 2.2203%

01/06/2024 1,860,513 0 0 1,860,513 4.6086% 4.7445%

01/12/2024 2,744,993 0 0 2,744,993 6.7995% 7.0986%

Yields Based On Say Value + Acq.Costs

Tenants

Tenant Name Suite Next Review
Earliest
Termination

CAP
Group

Method Contracted Rent
Valuation
Rent

Rental Value Gross Value Initial Yield
Initial Yield
(Contracted)

Equivalent
Yield

Reversionary
Yield

Basement Ground 30/11/2033 Standard Hardcore(5%) 0 0 32,410 519,586 0.0000% -6.2377% 5.0000% 6.2377%

Ground Ground 30/11/2033 Standard Hardcore(5%) 0 0 218,720 3,655,236 0.0000% -1.4959% 5.0000% 5.9837%

First First 30/11/2033 Standard Hardcore(5%) 0 0 307,800 5,154,956 0.0000% -1.2570% 5.0000% 5.9710%

Second Second 30/11/2033 Standard Hardcore(5%) 0 0 325,550 5,455,337 0.0000% -1.1935% 5.0000% 5.9676%

Printed on: 08/12/2021 13:33:33 Page 1 of 2



01/12/2021

(Amounts in GBP, Measures in SF)Summary Valuation

Valuation Date:

Third Third 31/05/2033 Standard Hardcore(5%) 0 0 324,700 5,681,449 0.0000% -1.1430% 5.0000% 5.7151%

Fourth Fourth 31/05/2033 Standard Hardcore(5%) 0 0 326,200 5,707,695 0.0000% -1.1430% 5.0000% 5.7151%

Fifth Fifth 31/05/2033 Standard Hardcore(5%) 0 0 325,500 5,695,447 0.0000% -1.1430% 5.0000% 5.7151%

Sixth Sxith 30/11/2032 Standard Hardcore(5%) 0 0 337,838 6,128,571 0.0000% 0.0000% 5.0000% 5.5125%

Seventh Sevent 30/11/2032 Standard Hardcore(5%) 0 0 301,140 5,462,857 0.0000% 0.0000% 5.0000% 5.5125%

Eighth Eighth 30/11/2032 Standard Hardcore(5%) 0 0 245,135 4,446,893 0.0000% 0.0000% 5.0000% 5.5125%

Printed on: 08/12/2021 13:33:33 Page 2 of 2



 

 
                                                                                             
 
 

 

Tavis House   

Appendix 2 – Proposed Scheme Area Schedule  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 







 

 
                                                                                             
 
 

 

Tavis House   

Appendix 3 – Proposed Scheme Development Programme 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 







 

 
                                                                                             
 
 

 

Tavis House   

 
Appendix 4 – Proposed Scheme Construction Costs 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



















































 

 
                                                                                             
 
 

 

Tavis House   

Appendix 5 – Proposed Scheme ARGUS Appraisal Summary  
  



 Application scheme 

 Tavis House 
 1-6 Tavistock Square 
 London 

 Development Appraisal 
 DS2 LLP 

 14 December 2021 



 APPRAISAL SUMMARY  DS2 LLP 
 Application scheme 
 On Behalf of Tempus Realty Holdings 1 (Jersey) Ltd 

 Appraisal Summary for Phase 1  

 Currency in £ 

 REVENUE 

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

 Eighth Floor   1  4,618  75.00  346,350  346,350  346,350 
 Seventh Floor  1  7,180  72.50  520,550  520,550  520,550 
 Sixth Floor  1  7,847  72.50  568,908  568,908  568,908 
 Fifth Floor  1  7,922  70.00  554,540  554,540  554,540 
 Fourth Floor  1  7,922  70.00  554,540  554,540  554,540 
 Third Floor   1  7,922  65.00  514,930  514,930  514,930 
 Second Floor  1  7,922  65.00  514,930  514,930  514,930 
 First Floor  1  7,244  60.00  434,640  434,640  434,640 
 Ground Floor  1  5,350  45.00  240,750  240,750  240,750 
 Basement   1  2,207  25.00  55,175  55,175  55,175 
 Totals  10  66,134  4,305,313  4,305,313 

 Investment Valuation 

 Eighth Floor  
 Market Rent  346,350  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  7,048,068 

 Seventh Floor 
 Market Rent  520,550  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  10,592,961 

 Sixth Floor 
 Market Rent  568,908  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  11,577,014 

 Fifth Floor 
 Market Rent  554,540  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  11,284,642 

 Fourth Floor 
 Market Rent  554,540  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  11,284,642 

 Third Floor  
 Market Rent  514,930  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  10,478,596 

  Project: S:\PROJECTS\Tavis House\APPRAISAL INFO\Proposed\Argus\Final Tavis House Proposed scheme 141221.wcfx 
  ARGUS Developer Version: 8.30.000  Date: 14/12/2021  



 APPRAISAL SUMMARY  DS2 LLP 
 Application scheme 
 On Behalf of Tempus Realty Holdings 1 (Jersey) Ltd 

 Second Floor 
 Market Rent  514,930  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  10,478,596 

 First Floor 
 Market Rent  434,640  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  8,844,730 

 Ground Floor 
 Market Rent  240,750  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  4,899,155 

 Basement  
 Market Rent  55,175  YP @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  1,122,787 

 Total Investment Valuation  87,611,191 

 GROSS DEVELOPMENT VALUE  87,611,191 

 Purchaser's Costs  6.8%  -5,957,561 
 Effective Purchaser's Costs Rate  6.8% 

 -5,957,561 

 NET DEVELOPMENT VALUE  81,653,630 

 NET REALISATION  81,653,630 

 OUTLAY 

 ACQUISITION COSTS 
 Fixed Price  37,800,000 
 Fixed Price   37,800,000 

 37,800,000 
 Stamp Duty  1,877,500 
 Effective Stamp Duty Rate  4.97% 
 Agent Fee  1.3%  491,400 
 Legal Fee  0.5%  189,000 

 2,557,900 

 CONSTRUCTION COSTS 
 Construction  ft²  Build Rate ft²  Cost  

 Construction costs   85,003  295.05  25,079,938 
 LBC CIL Est.  109,340 
 Mayoral CIL Est.  183,890 
 Mixed Use PIL Est.  1 
 Public Open Space Est.  12,688 

  Project: S:\PROJECTS\Tavis House\APPRAISAL INFO\Proposed\Argus\Final Tavis House Proposed scheme 141221.wcfx 
  ARGUS Developer Version: 8.30.000  Date: 14/12/2021  



 APPRAISAL SUMMARY  DS2 LLP 
 Application scheme 
 On Behalf of Tempus Realty Holdings 1 (Jersey) Ltd 

 Employment & Training Est.  24,322 
 PCE Est.  80,000 
 Carbon offset Est.  100,000 

 25,590,179 

 PROFESSIONAL FEES 
 Professional fees   10.0%  2,507,994 

 2,507,994 
 MARKETING & LETTING 

 Marketing        66,134 ft²  2.0  132,268 
 Letting Agent Fee  10.0%  425,014 
 Letting Legal Fee  5.0%  212,507 

 769,789 
 DISPOSAL FEES 

 Sales Agent Fee  1.0%  816,536 
 Sales Legal Fee  0.5%  408,268 

 1,224,804 

 Additional Costs 
 Void costs  2,100,000 

 2,100,000 

 MISCELLANEOUS FEES 
 Profit on commercial  15.0%  13,141,679 

 13,141,679 

 TOTAL COSTS BEFORE FINANCE  85,692,345 

 FINANCE 
 Timescale  Duration  Commences 
 Pre-Construction  9  Dec 2021 
 Construction  15  Sep 2022 
 Letting  12  Dec 2023 
 Sale  1  Dec 2024 
 Total Duration  37 

 Debit Rate 6.500%, Credit Rate 0.000% (Nominal) 
 Land  5,310,103 
 Construction  1,106,827 
 Letting  5,040,590 
 Total Finance Cost  11,457,520 

 TOTAL COSTS  97,149,865 

 PROFIT 
 -15,496,235 

  Project: S:\PROJECTS\Tavis House\APPRAISAL INFO\Proposed\Argus\Final Tavis House Proposed scheme 141221.wcfx 
  ARGUS Developer Version: 8.30.000  Date: 14/12/2021  



 APPRAISAL SUMMARY  DS2 LLP 
 Application scheme 
 On Behalf of Tempus Realty Holdings 1 (Jersey) Ltd 
 Performance Measures 

 Profit on GDV%  -17.7% 

 IRR% (without Interest)  -2.4% 

  Project: S:\PROJECTS\Tavis House\APPRAISAL INFO\Proposed\Argus\Final Tavis House Proposed scheme 141221.wcfx 
  ARGUS Developer Version: 8.30.000  Date: 14/12/2021  
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