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1. INTRODUCTION

1.1. GL Hearn has been Inslructed lo provide a Financlal Viabllily Assessment (FVA) on behalf ofthe
Applicant, Newmark Properiles (SN) LLP.

1.2, The purpose of the FVA Is lo demonstrale thal the affordable housing being ofiered s the
maximum which can reasonably be provided in accordance with planning pollcy due lo lhe
viabllily of the scheme.

1.3. This report should be read In conjunclion wilh the Planning Stalemenl and Afiordable Housing
Slatement which have been submitled as part of the planning applicalion.

1.4. This report does nol conslitule a valuation and [t lherefore Is exempl from the current RICS
Professional Slandards (lhe ‘Red Book').

1.5. The Applicant proposes lo redevelop the exisling properlies on lhe shte to provide a mixed use
developmenl comprlsing a foodstore, S3na. residentlal unils, and associaled disabled car parking
and servicing.

Finandal Viabiiity Asseasment Wikmar Piace 158877 - May 2013 GL Haam
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2 DETAILS OF PROPOSED DEVELOPMENT

2.1, The subject sile Is jocaled In Sloke Newinglon, North London, close lo live junction wilh Sloke
Newinglon Church Street.

2.2, The slle has an area of 0.511 heclares (1.263 acres).

23. The current proposals are for a foodslore al ground floor level wilh addltlona! plani areas at part
lower ground and part mezzanine. Above this, a podium will be construcled providing access lo
53no. residential units wilh the following mix:-

[ Beds | Privals | Afiordable Rent | Shared Ownership | Total
1 13 1 2 18
2 17 3 1 21
a 14 1 - 15
| 4 - 1 - 1
Tokal 44 (] 3 53

24. The scheme will herefore comprise 17.0% affordable housing based on unit numbers (16.9%
based on habilable rooms).

25. The residential units will be bulit over first lo fourth floors.

26. The nosthem block will be 100% privale accessed through a singie core.

2.7. The soulhem block will have lwo cores. One core wlll provide access lo the rented unils on the
first floor. A second core will provide access lo shared ownership and privale unils on he second
floor, with the ramalning privale unils on the third and {ourth floors.

2.8. A 4 bed rented unit will be crealed over mezzanine and (irsl floor levels, accessible [rom Ils own
privale enlrance.

29, An individual unil schedule s attached as Appendix A. There will be 6no. disabled car parking
spaces for residenlial occuplers actessible from Stoke Newinglon Church SireeUWilmer Placa.

2.10. The foodslore will have a NIA of 2,722sqm (28,300sqft). There will be no car parking for the
foodslore.

2.11. The following sections of this reporl delall our approach to assessing the viabillly of the proposed
developmenl.

Flnancal Viabilly Assessment Wilmer Place 158577 - May 2013 GL Heam
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3.

3.1

3.2

33.

3.4,

3.5.

3.6.

3.7

3.8.
39.

3.10.

3N

3.12.

VIABILITY METHODOLOGY

in accordance with eslablished viabiity melhodology, we have undertaken a resldual appraisal of
the proposed development. This involves making an assessment of the completed development
value (Gross Development Value) and lhen deducting the cosls of development, Including profil
and other Section 106 contribulions, in order lo arrive al a resldual land value.

The residual land value is then compared (o a benchmark figure.
Viabllity Background

The current planning applicalion is a new application following the recent refusal of applicalion
2012/2228.

A Financial Viabilily Assessment (FVA) was submitted with thal previous planning application.
The FVA was reviewed on behalf of the Councll by Jones Lang LaSale (JLL) Just prior 1o lhe
Planning Commiltee meeting on 3 April 2013. JLL confirmed lo the Council thal the assumptions
conlained within our FVA were reasonable and that the affordable housing offer of 6no. renled
unlls and 3no. shared ownership units (17% sffordable housing) was also reasonable.

Given lhal only around six weeks have passed since JLL undertook their assessmenl, we have
adopled the same assumptlons in this updated FVA, subjecl lo some minor amendmenls lo
rellect the scheme changes.

We sel out in the following seclions the principal changes we have made lo our development
appralsal.

Private Residentlal Values

We have adopted a rale of.‘ESDﬁgél‘bn respect of privale sales values and this has previously
been agreed with JLL. Arguably-tfits—could reduce given thal the Applicant has increased the
proportion of family unils within the development to deal with one of the reasons for refusal given
In respect of applicalion 2012/22286.

As commented above, a full unit schedule Is attached as Appendix A.

Based on the above values, our GDV for the private sale units is’£18,30 5003 in addillon we
have Included private ground rental Income al an average rale of &85 i r annum which
we have capilalised al a yield of @6 As agreed with JLL previoasly nol deducled any
purchaser’s cosls In respect of these ground rents.

Affordable Housing Values

The value df affordable housing is delermined by a number of faclors including the tenurs, rent
policy and the avallability {or not) of grant funding.

The proposed affordable housing unils will be secured under a Seclion 106 Agreement. The
Homes & Communities Agency (HCA) has staled that affordable housing units being provided
under a Seclion 108 Agreement will not be eligible for grant funding as the subsidy should be
coming from the developer. We have lherefors nol included any grant funding within our
appraisals.

The scheme will Include 6no. affordable rent unils comprising 1 lo 4 bedrooms and 3no. shared
ownership unils comprising 1 and 2 bedroom flats.
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3.13. We have llaised wilh the Council's Housing Department (Stephen Kersley) over several manths
with regard lo the scheme and we have been provided with a copy ol the Council's updated
interim position stalement on lhe Affordable Homes Programme 2011-2015 (updaled January
2012).

3.14. in respect of the affordable renl units we have assumed that an RP would let the uniis to
occupiers based on the following rent policy:-

Badg | ‘2 Of Market [ Gross Market | Adjusted Gross | LHAMay2013 |
Rent Rent pw Rent pw pw
1 70% £2281 £24510
2 60% 251 E25 £206.387

3.15. Rents at this jevel are well below the Local Housing Allowance levels as detalled above.

3.16. The 3 and 4 bed units will be let at Targel Renls.

3.17. The compleled affordable housing unlls will be transferred to a Registered Provider (RP) in the
usual manner. We have praviously market-lesled the aflordable housing element of the
development with the following local RPs:-

A20ominfon Housing Group

Family Moselc

islington & Shoreditch Housing Assaclation
Network Housing Group

One Housing Group

3.18. As previously discussed with the Housing Depariment and with JLL, the Applicant is in advanced
discussions with One Housing Group in respect of selling them lhe completed affordable housing
units.

3.19. We have appraised lhe affordable housing element of the scheme using SDS Proval and arrived
at values of Eﬂ:‘»‘ﬁ)sf for the rented units and £290psf for the shared ownership unlls taking Inio
account the abave rent policy.

3.20. One Houslng Group made an offer on the affordable housing element of the recent 2012/2228
scheme. Their offer of £1,493,375 Was slightly lower then our own valuation figures. We
therefore conslder thal the-figures-we-have adopted in our model are robust.

Foodstore Value

3.21. The foodstore element of the scheme remains unchanged from the 20122228 scheme. Again
our valuation of this element of Ihe scheme has recently been confirmed as reasonable by JLL.

3.22. A copy of the lease has been sent {o JLL as patt of thelr review.

3.23. In summary the foodstore has a completed value of £10,000,000, which afler deduction of
standard purchaser's costs glves a nel value of £8,450,000.

3.24. The lotat GDV of the development {net of standard purchaser’s costs) is c£29.4mlﬂlbn.9“
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Bulid Costs

3.25 A full cost plan In respecl of the 2012/2228 scheme was provided by our client's Quantlly
Surveyor, Davis Langdon. This was reviewed by JLL and confirmed as reasonable.

3 26. We attach as Appendix B the Davis Lengdon cosl plan in respect of the 2012/2228 scheme
which totals £1 .449.%

3.27. The current scheme proposals have changed lo address concems of Members with the result
that the scheme mix has changed and the number of residenlial units has reduced from S4no.
units to 53no. units. The development has also been puiled further back from the cemelery
boundary. The retail element is unchanged.

3.28. We have (herefore adjusted the Davis L.angdan cost plan to reftect the revised Raor areas and our
updaled bulld costs are altached as Appendix C.

329. The tola! build cost has reduced stightly to c£18,110,000/8s al Quarter 1 2013. No allowance has
been made for Inflation from lhis polnl to stad on sile.” The figures do not Include a contingency
or professlonal fees so lhese have been added separately.

Other Costs
3.30. in addition lo the base bulld costs we have atiowed for the faliowing at standard markel rates'-
llem Rate Comment
Prolessional
Fees U
__Contingency 3%
Finance 7%
Inine with markel praclice and
20% on private sale; Three Dragons loolkit benchmark
Profit 6% on affordable hausing; Tor affiardable housing.
15% on foodstore Reduced profil on {oodslore to
| refec! pre-let 1o Sainsbury's.
Salef:;ga?nl & Slandard markel rales
Section 106 Contribulions & Mayoral ClL

331 We have been advised by our clienl’s Plenning Consultant lo Include an allowance of @_S:I_Jw'
for Section 108 conlributlons at this time however lhese are stifl o be negotiated between the
parties.

332 The Mayor of London has Introduced a Community (nfrastructure Levy (CIL) to hetp fund
Crossrail,

333 CiL came inlo effect at the beglinning of April 2012 and In LB Hackney il applies al a flal rate of
£35psm. CIL [s nol payable on affordabie housing units.

3.34. Al this stage we have no| deducled the cost of CIL In our appraisals, however lhis will adversely
impacl en the scheme viability.
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Development Appraisal Summary

3.35. We have underiaken our development appralsal using Argus (Circle) Deveioper which Is an
Indusiry standard development appraisal package which is commonly used for viabllity sludies
such as this,
3.36. A copy of our development appraisal Is allached as Appendix D.
337 This shows Ihat the residual land value of the proposed developmenl Is £2,840,000
3.38 As menlioned earlier in this repor, If Is slandard practice to compare the residual land value of
the proposed development to a benchmark figure and this is normally the Exisling Use Value.
== Existing Use Value (EUV)
= 338 Our dlient has provided us with a copy of their Existing Use Valualion preparedhp_x Colll&rs CRE.
19 This gives en Exisling Use Value for the cusrent accommodation on th ;
——
D 3.40. Agaln, the EUV has previously been reviewed by JLL and they conslder the assessment fo be
reasonable.
D
3 It should be noled that some of the existing unils on the sile have been used as residenilal for
D several years albell these have nol been regularised wilh a Certificale of Lawfulness as of yel.
5] 3.42. Colllers CRE also prepared anﬂElﬂ.l_V on the basls of these units belng valued as resldenlial and
the EUV on that basis is £5,000,000%
B 343 Notwithstanding Ihe eslablished residential use al the site, we have relied upon the appraisal on
D the basis of the current accommodatian as employment use.
D 3.44, The Colliers CRE valuallon summary is altached as Appendix E.
3.45 It Is acknowledged In standard viability methodology lhal there Is a difference belween scheme
V) viabillly and slle viabilily. In other words just because a scheme's end value is suficlently high to
o enable the developer lo make a reasonable profil, the residual land value also needs lo be high
Py enough lo encourage the iand owner lo bring the sile forward for development.
- 348 There is no hard and fast rule as (o lhe level of uplift required from an Exisling Use Value (o
encourage a landowner lo sell however the previous version of the toolkit guldance notes lo the
D Three Dragons model considered a range of 20-30% was normally appropriate.
B 347 Il the demands placed on a development are loo greal (in the form of Section 106
conlributions/CIL, affordable housing requirements elc), lhen the development will not come
e
$) forward.
B 348 In the case of the subject development, the residual land value of £2,840,000]1s £585,000 Jower
than the Exisling Use Value. R would therefore be juslifiable imvtabftity terms for a fower
B affordable housing provision lo be offered and slill remain palicy compliant.
0 Nevertiheless our client recognises lhe importance of affordable housing to the Council and In the
Inlerests of promoling a mixed and sustainable community, they are prepared lo make thelr
) affordable housing offer of 17% as sel out within this report.
B
B Fnandal Viabllity Assessment Wilmer Ptaca 156977 - May 2013 GL Heam
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4, CONCLUSIONS

4.1. The scheme will comprise 17% affordable housing based on unll numbers (16.9% based on
habitable rooms), with Eno. affordable renl units and 3no. shared ownership units.

42, The preceding sections of this report have demonstraled thal our client’s affordable housing offer
is the maximum level of affordable housing thal the scheme can suslaln; indeed a lower offer is
Justifiable in viability temms.

43 We have adopled standard viabiiily methodology In our approach and provided a fully evidenced
reportto back up our assumptians. in our opinion the devealopmenl proposals are ltherefore policy
compliant in lerms of affordabte housing level as pianning policy requires viabllity lo be taken Info
account as part of the declsion making process.

44 It is atso warth noting thal the level of afiordable housing at 17% was nol a reason for refusal in
the case of Lthe 2012/2228 scheme and thal this level of affordable housing has been malntained
In this applicalion despite the {oss of a private unil.

Rnandal Viabilly Assessmant Wimer Place 158877 - May 2013 GL Heam
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APPENDIX A
UNIT SCHEDULE
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Wilmer Place, Stoke Newington - May 2013

Tenure  Floor  Beds Persons  sqm sqft Comments
Rent 1 2 4 4l 764
! _Rent [ 1 2 3 | 75 807 | Wheelchalr
Rent 1 1 2 S0 538 |
_Rent | 1 2 4 70 753 |
Rent | 1 3 5 86 926
Rent G-1 4 8 1 1.410
SI0_| 2 1 2 50 | 538
S0 2 ) Y 55 592
S/O 2 2 | 3 76| 818 | Wheelchair
_Private | 2 2 4 7 764
_Private | 2 2 4 71 | 764
Private 2 1 2 57 614 | |
Private 2 2 3 92 990 Wheelchair
Private 2 1 2 58 | 624
_Private 1 3 S 80 868
_Private | 1 3 5 80 | 969
Private | 1 1 2 56 603 |
Private | 1 2 3 67 729 |
_Private | 1 3 | 5 a7 936 i
._Private | 1 2 4 77 829
Private | 1 1 | 2 75 807 | Wheelchair
Private | 2 1 | 2 59 | 635
! Private | 2 3 5 89 | 958
|_Private : 2 3-_1j7= 5 89 , 958
| Private 2 1 2 56 | 603
| Private | 2 2 3 et | 11
Private | 2 3 5 87 | 936
Private | 2 2-_ 4 7 829
Private i__2_ 1 2 75 | 807 _ | Wheelchair
Privale | 2 1 2 52 560
_ Privale 3 p 4. 74 797
Private | 3 2 4 80 | 861
Prvate * 3 3 5 89 | 1,086
Private | 3 2 4 93 | 1,001
Private 3 | 1 | 2 50 | 538
_ Private 3 | 2 3 | 678
Private 3 | 3 5 109 | 1173
Private 3 3 il 5 107 |__1.152
__Private_! 3 2 | < 76 840
Private . 3 1 i 2 | 50 | 538
| Private | 3 1 | 2 | 52 | 560
| Private 3 2 | 3 91 | 980 | Wheelchair
Private | 3 1 | 2 58 | 624
Private 4 2 | 4 % | 807
]_Private_ 1 4 3 5 99 | 1,066
Privale_ 4 ! 2 4 93 | 1,001 |
Private ! 4 | 1 2 50 | 538 |
Private | 4 | 2 3 62 | 667 =
|_Private 4 3 5 | 108 | 1173
Private 4 | 3 5 107 1,152
Private | 4 3 5 95 1,023
Private : 4 | 3 | & 95 1,023
Privale 4 | 2 3 | M | 7e4 o
i ] | 4066 43,766

Appendix A - Accom Summary Wilmer Place 020513 xlsx
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Project : Wiimes Placs, Sloke New!ngton
Eatimato :  Updated Cost Summary
Price Date: 11:-Feb-2013

1.0 Coet Summary

20

Davis Langdon

An AECOM Company

The lollowing is out Indicatve estimale of tha curreni day Constuciion Cosie for the amended Wilmer Placa, Sloke Newington Scheme (or planning

and hes been baced upon the informalion as lisied below In seclion 2 0°-

Site Proporaticns § DomoSiion Worka
- Allowance for demotillons and general site preperation

Bofow Ground Werks

- Foundstions / Balow Giound Works

Betal

- Ralsil Shell & Cota Works GIA
+ Retall Fit Out Works NtA
Beslgentigh

- Residentlal Shell & Core GA
« Piivaie Fil Out NIA
- Intermedile Fit Out NIA
+  Soctel Rented Fit Oul NIA
Sl Wige Exlamal Works & Servicey

Allowence for Exlemal Works Generally
Allowanee for Incoming Services / Utiity Connections

« Aliowance for Sustatnabllily / Renewable Energy Solutkins (PV's elc.)
Alowsnce (or Secllon 106/278 works

Total Conatruction Costs (8t 1% Quartsr 2013 Prices) GIA
NIA

Basla and Assumptions
Information Used

AHMM Drowings

dwg 11050.SK.247
awg 11050-5K-240
dwg 11050-SK.248
awg 11050.SK 250

e e e

- Berry Rea(GL Heam) emak - su:nmary of changes (Option 2;

44,588

Bem

sQit @£

29,300 s @ E

44,588

64,283

qQR@®E

LI LY- X3

37,599 sqt @ E

2,250
5.425

64,293

108,881
74,574

+  All assumplions, basis and exclusions ars as par the 27™ June 2012 Cost Plan Nr 1
issue Inciuding the I2rget savings adopted and should be read In conjuncilon with the

sbove

- The above cosl summary s an updaie based only on erea utilsing average £/1t! rates
(rom the Cost Plan Nr 1Issue No detaled review of the revised architectural drawings
and layouts have been carried oul. except GIA and NIA areac The above residenilal

NIA accas are based on GL Heam's advice

qrA@E
qr@eE

sqRPE

lem
lItem
Hemn
Hem

QR @E
sqRt @E

Rec'd

04/Feb/13
04/Feb/13
O04/Fedi1d
04/Feb/13

25/Jorv/13

€
400,000
1,483,000
67 2,986,000
Excludod
67
107 6,879,000
v 2.895.000
72 162.000
82 336,000
160
850,000
265.000
173.000
Exchuded
151
221

3

400,000

1,483,000

2,988,000

10,272,000

1,308,000

16,449,000

35
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Wilmer Place Bulld Costs May 2013

| T I e e E—
[ | 1 I —cos ~ Totas |
,WQ 4 £400,000 _ | £400,000
|eetow groymd goniy 1 = | £1.483,000 | £1,483,000
| S | I U 1
Retall : 'GIA 44588 £67 | £2,986.000 | 1£2,986,000
JNIA 29300 | i Excluded 3 |
- T+ . e i i
2 — S 1 i W !
ragw Shell & core GIA 62168 | £107 | £6,851865
| Privete fitout 'NIA 36619 €77 | £2.819,663
1 Intermediate fit out INIA 1948 | £72 | £140,256 |
¢ RentedMtout  |NIA | 5189 | £62 | £322.338 1 £9.933.922 |
St wide extemal works & services Yy £1,308000 | | £1.308,000
i ! e =
Total connmwon costs at ist quancr 2013 pricas | }:16.110&22’( ri®
1 | :

Appendix C - Wlimer Place Bulid Costs May 2013.xlsx
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APPRAISAL SUMMARY GL HEARN]
Wilmer Place, Stoke Newlngton
Newmark Properties
Summary Appraisalfor Merged Phases 123
REVENUE
Sales Valuation Units © Rate It? Unit Price Gross Sales
44 private flats 1 36,619 £500.00 £18,309,500 18,309,500
6no. Renl units 1 5199 £155.00 £805,845 805,845
3no. S/Ownership unils 1 1 £290.00 £564,920 564,920
Totals 3 43,766 19,880,265
Rental Aras Summary Initial NetRent Initial
Units ft Rate fi* MRV/UnIt at Sale MRV
44no. privale ground ronts 44 £350 15,-400 15,400
Salnsbury's 1 29,300 £17.06 £500,000 $00,000 500,000
Totals 45 29,300 515,400 515,400
Investment Valuatlon
44no. private ground rents
Curment Rent 15,400 YP @ 6.0000% 16.6667 256,667
Sainsbury's
Current Rent 500,000 YP @ 5.0000% 20.0000 10,000,000
10,256,667
GROSS DEVELOPMENT VALUE 29,936,932
Purchaser's Cosls 5.80% (548,204)
NET DEVELOPMENT VALUE 388,728
income from Tenants 12,833
NET REALISATION 29,401,561
OUTLAY
ACQUISITION COSTS
Residualised Price 2,939,134
Stamp Duty 4.00% 139,523
Agent Fee 1.00% 34,881
Legal Fee 0.50% 17,440
3,130.978
CONSTRUCTION COSTS
Construction ft? Rate ft* Cost
Salnsbury’s 44,588 £66.97 2,986,000
44 private fRats 52,016 £161.20 8,385,109
6no. Renl unils 7,385 £150.64 1,112,495
3no. S/Dwnership unils 2,767 £157.68 436,318
Totals 106,756 12,919,922 12,919,922
Confingency 3.00% 387,598
Demolition 400,000
StalutoryLA 625,000
1,412,598
Other Construction
Foundations 1,483,000
Services/Renewables 1,308,000
2,791,000
PROFESSIONAL FEES
Architecl 10.00% 1,370,752
1,370,752

Flla: O:\MIXED USE\RSLs & LAs\Developars\Newmark Properly investmants\Stoke Newinglon\May 2013\Clrcle Stoke Newington 020513.wct
ARGUS Developer Version: 5.00.001 Date: 02/05/2013
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APPRAISAL SUMMARY
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GL HEARN

Wilmer Place, Stoke Newington
Newmark Properties
MARKETING & LETTING

Letting Agent Fee

Letling Lege! Fee

DISPOSAL FEES
Sales Agent Fee
Sales Agent Fee
Sales Legal Fee
Sales Legal Fee

FINANCE

10.00%
5.00%

2.50%
1.00%

1.00%

Dabit Rate 7.00% Credit Rate 0.50% (Nominal}

Total Finance Cost
TOTAL COSTS
PROFIT

Performance Measures
Profit on Cost%
Profit on GOV%
Profit on NDV%
Development Yield% (on MRV)
Equivaient Yield% {Nominal)
Equivalent Yleld% (True)

IRR

Rent Cover

Profit Erosion (finance rate 7.000%)

22.61%
18.11%
18.45%
2.15%
5.03%
5.19%

26.59%

10 y7s 6 mths
2yrs 11 mihs

50,000
25,000

464154
113,708

82,831
113.708

75,000

784,400

1,494,840
23,979,400

5,422,071

File: O:WIXED USE\RSLs & LAs\Developers\Newmark Property Invesiments\Stoke Newingion\May 2013\Circle Stoke Newinglon 020513.wef
ARGUS Developer Version: 5.00.001

Date: 02/05/2013
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APPENDIX E

COLLIERS CRE EXISTING USE
VALUATION SUMMARY
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Summary
|Stoke Newington
IEXISTING USE VALUE (ASSUMING COMMERCIAL USE OF REAR BUILDING INSTEAD OF RESIDENTIAL) e
|INACCORDANCE WITH THE APPROVED PLANNING STATUS - T T
EXISTING USE VALUE (ASSUMING CURRENT USES) Less running cosls:'
Commercaal  Annualised Rent 199,889 @ 49.046 150,843 a 8.50%] 1774629
lFomer Resi NOW Commercial TAmuallsed Rent 155,325 Q 38,112 117,214 Q@ 8.50% 1,378,987 B
i Exisiing Resi Annualised Rent 62.340 Q 12,842 39.497 (9] 7.00% 564,250
407,555 100,000 307,555 3,717,865  10.96% 8.27%
Oulgoings | 100.000 ‘Less costs 5.80% 203,815 Gross Nel
- 3,514.050
But Say 3,525,000
Overall Size 45,289 7783 pst
Colliers Intemational
Stoke Newingtan EUV.xIs/02/05/2013 Pege 1





