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My name is Chris Hemmings, | am an Associate Director in the London Development Team at
Carter Jonas. | hold a Batchelor of Arts Degree in Geography, a Masters Degree in Planning, and a
Diploma in Surveying, and am a Member of the Royal Institute of Town Planning (RTPI) and Royal
Institution of Chartered Surveyors (RICS). | have been working in the planning and development
field since 1995 and have over 24 years of experience in both the public and private sectors,
previously working for Cotswold District Council as well as a number of surveying practices including
DTZ, Knight Frank and GL Hearn.

I can confirm that Carter Jonas is the Council’s appointed viability consultant tasked with reviewing
the Financial Viability Assessment (FVA) produced by ULL on behalf of the Appellant Healey
Development Solutions (Hayes) Ltd.

The Carter Jonas Final Report (April 2019) on the review of the ULL FVA is appended to this
Statement. It shows that the scheme of 81 Build to Rent units and 868 square metres of B-use
class floorspace, in our opinion, can deliver 15 Discount Market Rent units, which equates to an
18% affordable housing provision by units or 26% by habitable room. The Appellant’s position is
that the scheme can only deliver 5 Discount Market Rent units or 6% affordable housing provision.

As stated in the Carter Jonas report there are a number of assumptions agreed with ULL, and
several that remain outstanding. The key points of disagreement are set out in the table below:

Assumption ULL

Carter Jonas

Private Build to Rent Values

1b/1p = £1,050pcm
1b/2p = £1,140pcm
2b/3p = £1,400pcm
2b/4p = £1,550pcm
3b/4p = £1,625pcm
3b/5p = £1,700pcm

1b/1p = £1,075pcm
1b/2p = £1,250pcm
2b/3p = £1,425pcm
2b/4p = £1,575pcm
3b/4p = £1,650pcm
3b/5p = £1,950pcm

Investment Yield applied to the 4.00% 3.75%
Build to rent and Discount Market
Rent values

Construction Costs £18,240,000

£18,440,000

Profit Margin 15% on GDV 15% on GDV for BTR units

10% on GDV for DMR units

15% on GDV for Commercial

Benchmark Land Value £2,527,188 £2,032,778

The rationale and justification for our inputs are presented within the Carter Jonas April Report, and
are therefore they not repeated here. However, it should be noted that the details of the Application
scheme as presented at Paragraph 1.3 of the Carter Jonas April Report in relation to the quantum of
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amenity space is contested by the Council, and it is the opinion of the Council that the minimum
standard for amenity space has not been met by the Appellant.
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1. EXECUTIVE SUMMARY

(1) Carter Jonas has reviewed the Financial Viability Assessment (FVA) produced by ULL Property on
behalf of the Applicant Healey Development Solutions (Hayes) Ltd. The application scheme
(reference: 51175/APP/2018/4260) proposes the demolition of the two storey industrial building to
provide 81 residential units (Build to Rent) and 868 square metres of B employment space.

(2) ULL Property submitted its original FVA in December 2018 has been supplemented with an additional
letter (5t April 2019). The ULL approach included modelling the Build To Rent units through a
Discounted Cash Flow (DCF) and inputting the Gross Development Value into a development
appraisal, together with the employment uses to derive the residual land value for the scheme. The
Applicant’s affordable housing offer of 5 units or 6% has not changed, although the figures have been
adjusted to reflect adjustments made by Carter Jonas in its review.

The Applicant’s position is as follows:

Residual Land Value = £812,125 (based on 76 Private BTR and 5 Discount Market Rent units)
Benchmark Land Value = £2,527,188 (EUV of £2,297,380 plus 10% premium)
Net Position = -£1,714,993 (deficit)

(3) Carter Jonas has interrogated the ULL Property FVA and made a number of adjustments to costs and
values as summarised here:

e Rental values set at 1b/1p £1,075pcm; 1b/2p £1,250pcm; 2b/3p £1,425pcm; 2b/4p
£1,575pcm; 3b/4p £1,650pcm; 3b/5p £1,950pcm, compared to the Applicant’s position of
1b/1p £1,050pcm; 1b/2p £1,140pcm; 2b/3p £1,400pcm; 2b/4p £1,550pcm; 3b/4p £1,625pcm;
3b/5p £1,700pcm;

e Investment yield for the BTR units set at 3.75% compared to Applicant’s position of 4.00%;

e Profit margin for the Discount Market Rent set at 10% of GDV, compared to the Applicant’s
position of 15%;

e Construction costs reduced by £200,000 from the Applicant’s position of £18,440,000 to
£18,240,000;

e Changes to the Discounted Cashflow in terms of inflation and growth rates, which have been
agreed by the Applicant;

e Benchmark Land Value based on a rental value of £8psf p.a.x. and capitalised at a yield of
6%, but with light refurbishment costs included as estimated by the Applicant at £450,000.
This provides an existing use value of £1,847,980 plus a 10% premium. This differs from the
Applicant’s position, which excludes the refurbishment costs.

The Carter Jonas position is therefore:

Residual Land Value = £2,638,416 (based on 76 Private BTR and 5 Discount Market Rent units)
Benchmark Land Value = £2,032,778 (EUV of £1,847,980 plus 10% premium)
Net Position = £605,638 (surplus)

The scheme produces a surplus with 5 DMR units of £605,638, which indicates that the additional
affordable housing units can be provided. The surplus has been modelled by Carter Jonas and this
provides for another 10 DMR units taking the total to 15 units, which equates to 18% affordable
housing provision.
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(4) The Council’s affordable housing policy is Policy H2 of the Hillingdon Local Plan which states “For
sites with a capacity of 10 or more units the Council will seek to ensure that the affordable housing mix
reflects housing needs in the borough, particularly the need for larger family units.” The local plan
goes on to state in paragraph 6.29 that “35% of all new units in the borough should be delivered as
affordable housing, with an indicative tenure mix of 70% housing for social rent and 30% intermediate
housing.” In accordance with the NPPF, where a non-compliant affordable housing offer is submitted
to the local planning authority, the Applicant must provide a viability assessment.

The approach undertaken by Carter Jonas and ULL Property is in accordance with the Planning
Practice Guidance (PPG) requirements in terms of comparing the residual land value of the
Application scheme to the Benchmark Land Value to determine the level of affordable housing with all
costs and values included, included s.106 and CIL payments. The Benchmark Land Value is
calculated by assessing the Existing Use Value and applying a landowner’s premium to incentivise the
landowner to sell its land, which reflects the approach in the PPG and the Mayoral SPG. In addition,
the calculation of the Discount Market Rent units is based on guidance within the Mayoral SPD and
the Draft London Plan, which advocates the use of London Living Rents at the appropriate ward level.
It should also be noted that Draft London Plan (Policy H13) indicates that for a scheme to qualify for
Build To Rent it must be over 50 units and a covenant granted to maintain the units as BTR for a
period of at least 15 years. The policy states that a clawback mechanism must be in place for
additional affordable housing in the event that the covenant is broken.

The Applicant’s affordable housing offer and Carter Jonas’ review shows that the scheme is unable to
comply with Hillingdon’s affordable housing policy.

(5) The conclusions from Carter Jonas’ review indicates that the scheme can deliver 15 Discount Market
Rent units out of the total of 81 Build To Rent units, which equates to 18% affordable housing
provision. Carter Jonas recommends that the Council seeks to negotiate the s.106 agreement on this
basis ensuring that the DMR units are linked to the London Living Rents for the Botwell ward and the
clawback mechanism as advocated by the Mayor is included.
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1. INTRODUCTION
1.1. Background

Carter Jonas has been instructed by the London Borough of Hillingdon (as local planning authority) to
undertake a viability review in respect of a proposed development at Stanford House, 9 Nestles Avenue,
Hayes. The planning application for the redevelopment of Stanford House has been submitted by Healey
Development Solutions (Hayes) Ltd.

The scheme proposes the demolition of the two storey industrial building to provide 81 residential units (Build
to Rent) above ground and first floor employment floorspace (B use class) extending to 868 square metres.

ULL Property has submitted a Financial Viability Assessment (FVA) on behalf of the Applicant, dated
December 2018, which includes a cost plan produced by Cast.

This report presents a summary of the planning application, the financial viability assessment and Carter
Jonas’ response to the FVA.

1.2. The Site

The subject site is 0.23 hectares (0.57 acres) and is located in Hayes within the London Borough of Hillingdon.
It is bound by Nestles Avenue to the south, with semi-detached houses opposite the site, the former Nestles
Factory to the east, a two storey industrial building to the west (No. 7 Nestles Avenue) and Squirrels Trading
Estate to the north with access from Viveash Close.

Source: - Design and Access Statement

We understand that the site is located within the Hayes Town Centre Housing Zone within the Hillingdon Local
Plan with Stanford House forming part of Site Allocation SA5 of the draft Local Plan Part 2 which promotes up
to 300 residential units. Adjacent there is also a masterplan for the former Nestles Factory that promotes
residential adjacent to the subject site.

The nearest station is Hayes & Harlington, which is located 350 metres to the north and this Station will benefit
from the Elizabeth Line (Crossrail) in 2019, and journey times to Bond Street of just 20 minutes. The Station
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provides access to London Paddington in circa 20 minutes. The area between Nestles Avenue and the
Station is characterised by industrial buildings, with the land to the north of the Station withessing a number of
new housing developments, including High Point Village. The area to the south of Nestles Avenue is a
residential neighbourhood of two storey suburban houses.

The subject site is an accessible location with a Public Transport Accessibility Level (PTAL) of 4, on a scale of
1- 6b with 6b is the highest.

1.3. The Planning Application

The planning application submitted by Healey Development Solutions (Hayes) Ltd in December 2018 (ref:
51175/APP/2018/4260) for the following:

“Demolition of existing building and redevelopment to provide a building up to 10 storeys, with 868 sqm of
Class B1 floorspace at ground and first floor level and 81 residential units to the upper floors, with associated
landscaping, access, car parking and cycle parking.”

The new development comprising Build to Rent units and employment space is to be arranged in stepped
block arrangement (as indicated in the illustration below) ranging in height from 3-10 storeys. The applicant
proposes to provide 6% affordable housing (Discount Market Rent), which equates to 11% on a habitable
room basis. In addition to non-residential uses the proposals include 868 sq.m of Class B employment space,
located at ground and first floors.

The table below sets out the proposed housing mix for the scheme.

Bedrooms Build to Rent Discount Market Rent

1-bed 1-person 9 0 9
1-bed 2-person 35 0 35
2-bed 3-person 2 0 2
2-bed 4-person 26 0 26
3-bed 4-person 1 2 3
3-bed 5-person 3 3

Total 76 5 81

In addition to the 81 units and 868 square metres GIA of employment space, the scheme will provide:

e Allunits in accordance with the Nationally Described Space Standards

e Communal roof gardens (597 sg.m.), children’s play space (110 sg.m.) and private balconies for every
unit (621 sg.m.), sized in accordance with London Plan standards

e Car free scheme with disabled parking only; 136 internal cycle for residents and 8 for employees,
parking spaces plus visitor spaces, in accordance with London Plan standards

e All units designed in full accordance with the “Lifetime Homes” standards and 10% to be wheelchair
user adaptable.

A schematic of the application scheme taken from the Design and Access Statement is detailed below:
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The Applicant FVA is based on a 6% affordable offer, which they indicate (based on their cost and revenue
assumptions) produces a negative net position of £1.59m when the residual land value of £1.51m is compared
to the Benchmark Land Value of £3.1m. This is based on a blended profit margin of 15% on GDV. Even
though the scheme produces a negative position, the Applicant is still willing to offer 5 discount market rent
units.
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2. METHDOLOGY
2.1. Approach

Carter Jonas’ review of the Applicant’s FVA has had regard to the RICS Guidance Note “Financial Viability in
Planning”. We do not take issue with the overarching methodology used by the Applicant within their
assessment. They have:

e Assessed the realisable value of the proposed scheme;
e Assessed the costs associated with delivering the scheme;
e Assessed a Benchmark Land Value (based on the EUV plus landowner’s premium); and

e Undertaken a residual appraisal to calculate the residual land value which is compared against the
Benchmark Land Value to establish whether the scheme is viable or not assuming the current level of
planning obligations.

ULL Property has undertaken their viability modelling using the Argus Developer software package, which is a
bespoke viability model that is used by the property industry. The methodology underpinning their model is the
Residual Method of Valuation, commonly used for valuing development opportunities. Firstly, the gross value
of the proposed development is assessed and the total cost of the development is deducted from this.

The approach by ULL Property has been to adopt a number of assumptions in relation to the proposed
scheme which produces the residual land value. The results of this approach are normally that, if the residual
land value is lower than the Benchmark Land Value, 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.

In this case, even though the residual land value of £1.51m is below the Benchmark Land Value of £3.1m,
creating a net position of -£1.59m, the Applicant has indicated that they are still willing to offer 5 discount
market rent units, which equates to 6% affordable housing.

Given that the calculations are being made well in advance of commencement of the development, the figures
used in the applicant’s appraisal can only be recognised as a projection. As such, it is essential that all
assumptions are carefully scrutinised by the local planning authority to ensure that they reflect current market
conditions and have not been unreasonably depressed in respect of the value or overestimated in respect of
the development costs.

Carter Jonas’ approach has been to critically examine all of the assumptions on which the ULL Property
appraisal is based, including a critical assessment of the Cast Cost Plan by our QS Johnson Associates. Our
approach has then been to undertake sensitivity analysis where in our opinion inputs are not in line with
current market conditions.

It is also important to carefully scrutinise the applicant’s methodology. One of the key areas of scrutiny is the

application of the Existing Use Value of the industrial building and the level of premium required to incentivise
the landowner to sell.

STANFORD HOUSE, 9 NESTLES AVENUE, HAYES Page 8 of 33



Carter Jonas

3. CRITIQUE OF BENCHMARK LAND VALUE

Determining an appropriate Benchmark Land Value is often the most important factor in determining viability.
Put simply, if the value generated by the development does not produce a positive figure, there is no financial
incentive to bring forward the development with all its associated risk.

Arriving at an appropriate BLV is not a straightforward exercise and this is acknowledged at 3.4.6 of the RICS
Guidance Note which states that:

“The assessment of Site Value in these circumstances is not straightforward, but it will be, by
definition, at a level at which a landowner would be willing to sell which is recognised by the
NPPF.”

In arriving at an appropriate BLV regard should be had to existing use value, alternative use value,
market/transactional evidence (including the property itself if that has recently been subject to a
disposal/acquisition), and all material considerations including planning policy. Existing Use Value is widely
used in establishing Benchmark land value and is supported in the latest mayoral SPD and by the London
Assembly Planning Committee.

In this case ULL Property has adopted a rental value for the existing industrial building of £9.50 per sq.ft.,
which provides an annual rent of £175,674. This is based on four comparable buildings as follows:

Address Age/Condition Rent £psf p.a.x. Date

Unit 12 Trumpers 1970s 11,686 £9.95 Feb 2018
Way
Unit 5 Transport 1930s 15,888 £10.00 Sept 2018

Avenue, Brentford

Units 1-3 Aerodrome 1980s 10,506 £10.75 Dec 2017
Way,

466 Colndale Road, 1950s 10,166 £11.25 Apr 2018
Slough

3.1. Carter Jonas Analysis

In order to assess the reasonableness of the rental tone being adopted by ULL Property we provide a brief
market overview, a review of ULL Property’s comparable evidence and details of our own market evidence
below.

3.1.1. Industrial Market Overview

Hayes has historically been a strong centre of industrial activity and continues to be given its proximity to
Heathrow Airport and the M4 motorway. In London and the South East, demand remains strong for industrial
properties albeit with the focus being on modern and efficient accommodation. In particular retail occupiers are
looking for strategically located space for distribution.

Rental values in the Heathrow area remain some of the highest in the region averaging above £15 per sq ft. In

the investment market, demand for good quality logistics stock has been robust and yields have remained
stable, with yields on prime logistics assets ending the year at circa 4.25%.
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Locally, Hayes is set to benefit from the arrival of Crossrail. The new rail service (due to open in December
2019) is already having a positive effect on all sectors of the property market. The prospect of quicker journey
times to Central London have created higher demand from residents and occupiers for space and increased
both house prices and commercial rents.

The comparable evidence presented by ULL Property shows a range of rental values of between £9.95-
£11.25psf p.a.x. for second hand stock, although ULL has made a small deduction to £9.50psf to reflect the
subject building.

Our analysis of industrial rental values is presented in the table below.

Rental Comparable Evidence

Property Date Size (sqft) Rent £psf
p.a.X.

Comment

9 Nestles Avenue, 18,265 As highlighted by ULL Property, the subject site is
Hayes being marketed at a rent of £5psf p.a.x., although
we recognise that this is on a short term basis
before planning permission is secured.
8 Boeing Way, Nov 2018 32,529 £7.00 The Jewellery Channel Ltd has taken the second-
International hand unit circa 1970s on a term of 5 years at a rent
Trading Estate, of £7psf p.a.x. with a 3 month’s rent free period.
Southall
Unit 4E Sept 2018 20,892 £9.50 Enodis Distribution has taken a 10 year lease on a
Swallowfield Way, large modern unit at Swallowfield Way.
Hayes
Speedway August 2018 2,518 £11.50 Small 1960/70s unit at Speedway Industrial Estate
Industrial Estate, in Hayes taken by MCBG on a 5 year lease.
Dawley Road,
Hayes
Suite 4 Viveash July 2018 1,718 £11.00 Pat Brennan Pipe Fitters Ltd has taken a five year
Close, Hayes FRI lease at a rent of £11psf p.a.x. Unit is modern.
International June 2018 26,603 £7.01 Furniture Installation Services has taken a 3 year
Trading Estate, lease from Royal London Asset Management at a
Trident Way, rent of £7.01psf p.a.x.
Southall
Unit 2, Pump May 2018 9,751 £11.50 Again the property is a modern industrial unit
Road, Hayes, located at Pump Road to the north of the Station.
UB3 3BS We understand the property was let in May 2018
letting at a rent of £11.50psf.
Unit 3, March 2018 14,774 £10.59 This unit was let in March 2018 achieving a net
Swallowfield Way, effective rent of £10.59psf. The property comprises
Hayes, UB3 1AW 14,774 sq ft and was constructed in 2006 benefiting
from yard space, good eaves height and vehicular
access.
1 Boeing Way, March 2018 8,242 £8.00 K Marsons has taken a 4 four FRI lease on this
International 1980s second-hand building at a rent of £8psf
Trading Estate, p.a.x.
Southall
Unit 4, Chailey Withdrawn 22,971 £6.50 The largest unit on the Chailey Industrial Estate,
Industrial Estate from the (asking) which we understand was withdrawn in January
Market Jan 2018. The asking rent was £6.50psf. The unit is of
2018 steel portal frame construction with brick / block
elevations beneath a twin pitched roof. The unit
benefits from purpose built offices arranged over
ground and first floors together with a self-
contained rear yard.
8 Trident Way, Sept 2017 34,746 £6.50 Bunzl Retail & Healthcare Supplies has taken a 5
International year lease on this 1970s second hand unit.
Trading Estate,

STANFORD HOUSE, 9 NESTLES AVENUE, HAYES
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Southall

8 Silverdale Sept 2016 2,600 £7.69 A 12 month licence on ground floor space in a

Road, Hayes 1970s unit with no incentives was agreed.

UB3 3BN

1B Viveash Close, | August 2016 18,000 £4.50 A new five year lease granted to Vanmatic Limited.

Hayes We understand the property reflected a headline
rent of £99,000 (£5.50psf) reduced to £81,000 in
year 1 and £90,000 in year 2. We further
understand the landlord has a break option from
August 2017 onwards subject to notice period,
which may reflect the redevelopment potential akin
to the subject property.

Units 2&3 June 2016 4,578 £10.92 Benning Trading Ltd took a 5 year lease of the

Squirrels Trading units. The property is a modern end-terrace small

Estate, UB3 4RZ industrial unit with 5 allocated car parking spaces.
There is also a small office / reception area and
WC’s and provided. A small mezzanine floor
provides extra office or storage space and kitchen
facilities.

Source: CoStar, EGI etc.

The more modern stock points to rents of £10psf upwards depending on the size and quality of the building.
Nestles Avenue is within the housing zone, and therefore we concur that rents tend to reflect the temporary
status of lease terms at around £4-6psf.

Therefore, we are of the opinion that the rental value for Stanford House would be within the range of £6-

10psf. The Applicant has adopted a rental value of £9.50psf p.a.x.

In our opinion, given the condition and

size of the building, and a typical term of 5 years, a rental value of £8psf p.a.x. is more appropriate.

ULL Property presents comparable evidence of four investment deals, two of which are in Hayes, and the
other two in Brentford and Feltham. The yields range from 3.84% to 5.78%. Carter Jonas has undertaken its
own market research of investment deals, which are presented in the table below.

Yield Comparable Evidence

Property

Size (sqft)

Comment

Orbital Industrial March 42,935 sq ft 5.67%. We understand that this multi-unit industrial estate

Estate, Horton 2018 comprising 42,935 sq ft sold for £7.35m in March

Road, West 2018. The sale price reflected a net initial yield of

Drayton 5.67%. We note that the purchaser had also
acquired the neighbouring business park which
might indicate more long term redevelopment
plans.

Units 2-4 March 17,576 sq ft 6.10% Acquired in March 2018 sale of this 17,576 sq ft

Pasadena Trading 2018 industrial unit. The unit sold for £1.82m reflecting a

Estate, Hayes, net initial yield of 6.10%. We are unaware of the

UB3 3NQ tenants’ covenant strength.

Lufthansa June 139,749 sq ft 4.80% Purchased by Valor Real Estate Partners. Modern

Technik, Kestrel 2017 Distribution Warehouse in Dawley Park. Fully let on

Way, Hayes UB3 two FRI leases expiring April 2024 at £10.05 psf to

1HP a top covenant.

Ainscough, 84 January 11,932 sq f 4.30% Purchased by UK investor for £8.55m. 2.92 acre

Swallowfield Way, 2017 site comprising the yard area and smaller

Hayes UB3 1DQ warehouse single let on FRI lease for 15 year term
expiring May 2022. Taking into account the yard
area the rent is £6.11 psf with a rent review in May
2017.

Clayton Business Nov 2016 35,667 4.60% CCLA purchased the fully refurbished Clayton
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Centre, Trevor Business Centre from Aberdeen Asset
Road Management for £7,581,000 reflecting a passing
rent of £371,941.

Source: CoStar, EGI etc.

Assets with income terms certain of five years for high quality buildings in a good location appear to be
between 4.30-4.80% although these are probably reversionary. Buildings with shorter lease lengths remaining
seem to be north of 5%. Due to the quality of the building at Stanford House and the location of the site in the
Hayes Housing Zone, reflecting shorter lease lengths for tenants, we are of the opinion that the investment
yield of 6% is more appropriate.

3.1.2. Calculation of the Existing Use Value

ULL Property has calculated the EUV for Stanford House by taking the market rent of £175,674 and
capitalising the rent by a yield of 5% to arrive at a gross EUV of £3,513,480. From this total, purchaser’s costs
of 6.8% have been deducted together with a light refurbishment cost of £450,000, reflecting £24.33psf.

This creates an Existing Use Value of £2,824,563.

In our opinion, the rental value would achieve £8psf, and therefore the EUV would be calculated as follows:
o 18,492 sq.ft. @ £8psf =£147,936 p.a.x.

e Capitalised at an investment yield of 6.00% = £2,465,600

e Minus Purchaser’s costs@ 6.8% (£167,620) and £450,000 refurbishment = £1,847,980

Carter Jonas therefore calculates the EUV at £1,847,980.

3.1.3. Landowner’s Premium

The applicant has applied a landowner’s premium of 10% to their EUV of £2,824,563 in order to arrive at an
assumed BLV of £3,107,019, rounded £3.1m.

The most recent guidance in London is set out in the GLA SPG and this provides a range of premium between
10-30%. The landowner’s premium is at the lower end of the range and therefore acceptable.

We have adopted a 10% landowner’s premium to our EUV of £1,847,980 to create a Benchmark Land Value
of £2,032,778.

3.2. Conclusion on BLV

Having assessed the individual components that make up the Benchmark Land Value it is our view that the
BLV for the site has been overstated and a value of £2,032,778 inclusive of a 10% landowner’s premium is
reasonable.
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4. ASSESSMENT OF APPLICATION SCHEME INPUTS

This section of the report present’s the Applicant’s appraisal inputs together with Carter Jonas’s interrogation
of these inputs and appropriate adjustments where applicable. The interrogation include the assessment of
build costs put forward by Cast within its Cost Plan and scrutinised by Johnson Associates.

4.1. Build To Rent Values

ULL Property presented comparable evidence of private rental units in Hayes, taking into account schemes
such as High Point Village, Trident House, Shopwith House and Waterside Union House. The rental values
adopted by the Applicant are as follows:

e 1 bedroom/1 person = £1,050pcm
e 1 bedroom/2 person = £1,140pcm
e 2 bedroom/3 person = £1,400pcm
e 2 bedroom/4 person = £1,550pcm
e 3 bedroom/4 person = £1,625pcm
e 3 bedroom/5 person = £1,700pcm

The rents have been deducted 25% for management and maintenance costs and capitalised at a yield of
4.00%. The private units plus the discount market rents have then been put through a Discounted Cash Flow
(DCF) over a 16 year period, using a net rental growth rate of 1.5% per annum with the investment capitalised
at Year 16 into perpetuity at an investment yield of 4%. The Net Present Value is calculated by applying a
discount rate of 4%.

Carter Jonas has reviewed the comparable evidence of private rents presented by the Applicant and
undertaken its own market research, which is set out below:

4.1.1. National Housing Overview

The Office for National Statistics released first estimate Q4 GDP figures this month of 0.2% growth showing a
significant slowdown on the 0.6% achieved in the previous three months. Subject to revisions, GDP growth
last year will therefore reach just 1.4%, the weakest rate of growth since 2012. Brexit uncertainties are now
clearly evident in most parts of the UK economy, from manufacturing and services sectors to the retail
industry, housing and economic growth generally. On a more optimistic note, consumers appear to be resilient
or at least less pessimistic than the wider economy. With wage growth a punchy 3.4% this month and the
labour market data so strong, this is one of the only areas of the economy which has so far remained buoyant
in the face of a more subdued (Brexit) economic backdrop.

Despite the uncertainty, the Government are seeking to promote business as usual by reassuring the markets
that investment in major infrastructure projects will continue as planned, and that increasing the supply of
housing remains a national priority.

Nationwide and Halifax house price indices for January showed a muted housing market with annual growth of
just 0.1% and 0.8%, respectively. Conversely, Rightmove analysis shows an uptick in buyer enquiries to their
portal, suggesting that buyers may be trying to take advantage of stagnant house prices.

The 2.5% annual price growth from the Official House Price Index is the lowest rate of growth since July 2013
and reflects a lack of activity in specific parts of the UK housing market at present. Affordability and Brexit
uncertainty are the key factors in falling demand across most of the UK and the RICS price balance measure
fell again this month to -22%. Rapidly falling measures were recorded in new enquiries, sales levels and new
instructions.
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4.1.2. Local Market Commentary

Generally, residential developer activity in Hillingdon is strong with there being increasing competition for sites.
Developers continue to see good prospects for both commercial and residential development given the good
transport links and connectivity to central London via rail links.

According to the Land Registry House Price Index, the average house price in Hillingdon was £407,751 as of
December 2018 which reflects a yearly change of -0.4% with prices remaining stagnant month of month.

The subject site sits within The Hayes Housing Zone, to the north of Heathrow Airport in the London Borough
of Hillingdon. The 238 hectare Housing Zone was announced by the Mayor of London (Boris Johnson) in
March 2016, with proposals to deliver circa 2,788 homes, with 30% to be affordable (847 homes). The
proposals include the regeneration of 2 housing estates and is to create 5,576 construction jobs. The location
of the Housing Zone has a number of strong attributes, including its accessibility to Heathrow, the strategic
road network (M25/M4) and public transport and its rail connections. The main station at Hayes & Harlington
provides Great Western Railway services into London, and will also provide Crossrail (Elizabeth Line) services
by the end of the year.

In the wider area, there are other significant residential schemes being brought forward, such as Southall
Waterside by Berkeley Homes for 3,750 homes, and West Drayton Garden Village a scheme of 755 homes
developed out by Bellway, Inland Homes, Weston Homes and Paradigm. Perhaps most notably, the Old Vinyl
Factory regeneration area has included Build to Rent developments by Fizzy Living and BeLiving, which
demonstrates the appetite for long-term residential investment in the area.

4.1.3. Analysis of Comparable Evidence

Fizzy Living, The OIld Vinyl Factory, Blyth Rd, Hayes, UB3 1HA — HUB Group developed this 189 unit
scheme located 3.75 miles south east of the subject site. It is in close proximity to Hayes & Harlington train
station provides services to Paddington in c. 20 minutes. Amenities at the scheme include residents parking,
an-on site property manager and pet-friendly flats. We have current asking rents at the scheme which we

detail below:
Floor Bedroom \ Size (sq.ft.) Rent pcm Furnished
D57 7 1 591 £1,425 £17,100 No
C43 2 1 524 £1,285 £15,420 No
C44 2 1 524 £1,285 £15,420 No
C100 9 1 524 £1,325 £15,900 No
C68 5 1 524 £1,325 £15,900 No
D33 3 1 591 £1,300 £15,600 No
C42 2 1 524 £1,360 £16,320 No
C50 3 1 524 £1,375 £16,500 No
C99 9 1 524 £1,450 £17,400 No
Ca0 8 1 524 £1,435 £17,220 Yes
Cc82 7 1 524 £1,425 £17,100 Yes
C75 6 1 524 £1,410 £16,920 Yes
D28 2 2 671 £1,425 £17,100 No
Al6 5 2 806 £1,440 £17,280 No
Al13 4 2 794 £1,430 £17,160 No
D43 4 2 727 £1,385 £16,620 No
B22 5 2 806 £1,550 £18,600 No
B36 7 2 794 £1,580 £18,960 No
B4 2 2 806 £1,605 £19,260 Yes
D41 4 2 794 £1,530 £18,360 Yes
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B18 4 2 794 £1,635 £19,620 Yes
B27 6 2 678 £1,515 £18,180 Yes
D59 7 2 794 £1,640 £19,680 Yes
D62 7 2 831 £1,695 £20,340 Yes
33PHL LG/G/1 3 1076 £2,135 £25,620 Yes
15PHL LG/G/1 3 1092 £2,135 £25,620 Yes
17PHL LG/G/1 3 1092 £2,225 £26,700 Yes
12PHL LG/G/1 3 1092 £2,010 £24,120 No
14PHL LG/G/1 3 1092 £2,100 £25,200 No
22PHL LG/G/1 3 1092 £2,010 £24,120 No

Be Living, The Gatefold Buildings, 36 Blyth Road, Hayes UB3 1AG — Situated adjacent to Fizzy Living,
this 119 unit scheme comprises 1, 2 and 3 bedroom apartments. Offering similar amenities to the Fizzy Living
scheme such as on-site management and pet friendly properties, the property is located 300 yards from
Hayes & Harlington station. We have reviewed current rental information and detail the following available

units:
Bedroom \ Size (sq.ft.) \ Rent pcm

225 2 1 560 £1,275 £15,300
318 3 1 549 £1,300 £15,600
319 3 1 560 £1,300 £15,600
404 4 1 624 £1,320 £15,840
127 1 1 657 £1,320 £15,840
502 4 2 678 £1,475 £17,700
211 2 2 915 £1,525 £18,300
507 3 2 818 £1,575 £18,900
503 5 2 872 £1,575 £18,900
N/A N/A 3 990 £1,995 £23,940

These are the best two comparable Build To Rent schemes on the market in Hayes. Discussions with the
agents for the two scheme reveal that they are achieving the rental values as quoted, although we recognise
that in the case of the Fizzy Living Scheme, incentives of two weeks rent free are being offered. On this basis,
we are of the opinion that the private rental levels for the scheme should be as follows:

e 1 bedroom/1 person = £1,075pcm
e 1 bedroom/2 person = £1,250pcm
e 2 bedroom/3 person = £1,425pcm
e 2 bedroom/4 person = £1,575pcm
e 3 bedroom/4 person = £1,650pcm
e 3 bedroom/5 person = £1,950pcm

4.1.4. OPEX Costs

The Applicant’'s appraisal includes an annual allowance of 25% of total rents received to allow for
management, maintenance, void and bad debt etc. Investors typically adopt a range of 20% to 25% depending
on the level of amenities and number of buildings. Again whilst guidance on PRS valuation is still relatively
limited and there is a lack of historic evidence, this allowance is at the upper end when compared to similar
developments but we do not consider this to be an unreasonable assumption. Therefore we have also
adopted an allowance of 25% for our own modelling purposes.

STANFORD HOUSE, 9 NESTLES AVENUE, HAYES Page 15 of 33



Carter Jonas

4.1.5. BTR Yield

Build To Rent is a comparatively new product and we would acknowledge there is limited evidence of
investment sales outside of prime locations as most involve forward sales prior to construction.

The Applicant refers to market research by Knight Frank that indicates that residential investment yields for
residential assets in Greater London are at a net yield of 4%. Research produces by CBRE in March 2018
indicates that net yields for ‘Good Secondary’ locations in London Zones 3-6 are 3.75%. Hayes is considered
to be a good secondary location, especially with the impact of Crossrail and the improved accessibility that this
will bring. We are therefore of the opinion, that the investment yield for the BTR units should be 3.75%.

4.2. Affordable Housing Values

The Mayoral SPG and Draft London Plan Policy H13 promotes the calculation of Discount Market Rent for
Build To Rent schemes to be based on London Living Rent levels. ULL Property has adopted the latest LLR
(2019/2020) for the 3 bedroom units of £1,033 for the Botwell Ward in Hayes to calculate the annual gross rent
before deductions of £61,980. This is the accepted approach, and therefore we have also adopted the same
figures for our review.

4.3. Discounted Cash Flow Model

Draft London Plan Policy H13 indicates that for a scheme to qualify for Build To Rent it must be over 50 units
and a covenant granted to maintain the units as BTR for a period of at least 15 years. The policy states that a
clawback mechanism must be in place for additional affordable housing in the event that the covenant is
broken.

The ULL property DCF reflects this length of covenant, with the investment capitalised into perpetuity at Year
16. For the purposes of our analysis we have interrogated the DCF model and have adjusted the assumptions
as follows:

e 16 year cashflow, beyond which the investment is capitalised into perpetuity at a yield of 3.75%;

e Inflation of 2.5% per annum, which reflects the CPI annual rate for the last 5-10 years applied to the
OPEX costs;

e Rental growth of 3% per annum adopted over the 15 year period (from JLL research) and applied to
the BTR units and the DMR units inflated by CPI at 2.5% per annum;

e OPEX Costs at 25% of rental income at the start of the term;

e Net Present Value based on a discount rate of 6.5%, which reflects the commercial risk on return for
the mixed-use commercial/residential investment, reflecting risk to the investment such as occupancy
levels, bank lending provisions and unforeseen changes to the market and legislation in the sector; ;
Private BTR rents based on our market research, and DMR based on London Living Rent levels; and
50% of the rental income applied to Year O to reflect letting void.

The results of our DCF modelling is presented at Appendix 2.

The results of the DCF shows a Gross Development Value for the 81 BTR units of £28,344,598, which is
higher than the Applicant’'s position of £26,953,862. On a capitalised basis, the blended GDV reflects
£528psf which equates to circa 91% of private market sale values in Hayes, which compares to the Applicant’s
blended position of £502psf, which equates to circa 87% of private market sale values.
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4.4. Commercial Values

The scheme includes 868 square metres of B-Use Class space. ULL property presents several occupational
and investment deals to justify the rental value of £25psf p.a.x. with an incentive package of 12 month’s rent
free period and capitalised at an investment yield of 5.5%.

Carter Jonas has undertaken its own market research of the commercial component as follows:

The Record Store, Old Vinyl Factory - The Record Store is actively being marketed as an office building with a
total of 84,705 sq.ft. of space arranged over ground and five upper floors. Recent lettings include Part of floor
4 (7,580 sq.ft.) let to ADI in December 2018 at £33.50psf p.a.x. on a 10 year lease, and in October 2017 the
ground floor unit of 10,614 sq.ft. was let at a rent of £29.50psf p.a.x., which reflected the limited aspect of the
ground floor unit. As this is a bespoke office building, we would not expect the subject site to command the
same level of rent.

Hyde Park, Hayes

An office complex of circa 340,000 sq.ft. which was originally built in the mid-1970s and was refurbished in
2006. A recent letting in October 2016 for 4,075 sq.ft. on the 4™ floor to JGC was for £21.50psf p.a.x. The
term of the letting was for 5 years on a FRI lease. The offices are second-hand, and therefore we would
expect the subject site to command a higher level of rent.

BeLiving Building, Blyth Road — We are aware that BeLiving/BeHere are currently marketing the commercial
accommodation within their new scheme, adjacent to the subject property. The following units are available:

Unit 2 - £825pcm (495 sq.ft.) equates to £20psf p.a.x. (A3 use class)

Unit 3 - £825pcm (495 sq.ft.) equates to £20psf p.a.x. (B1, A2 and B8 use class)
Unit 4 - £650pcm (495 sq.ft.) equates to £15.75psf p.a.x. (B1, A2 and B8 use class)
Unit 6 - £915pcm (549 sq.ft.) equates to £20psf p.a.x. (B1, A2 and B8 use class)

We acknowledge that the B-use class space is not a separate building and therefore unlikely to command the
level of rents that The Record Store at the Old Vinyl Factory is achieving. We concur with the Applicant that a
rental value of £25psf p.a.x. is appropriate for the scale and nature of the commercial floorspace at the subject
scheme. In terms of incentives, this will depend on the level of term negotiated, although a 12 month’s rent
deduction based on a six month’s rent free period and six month’s letting void appears reasonable.

In terms of investment yields for commercial uses the following deals has been assessed:

The Shipping Building, Old Vinyl Factory — Floreat Real Estate purchased the Shipping Building extending to
99,990 square feet from Moorfield Real Estate Fund Il for £32,750,000, reflecting a net initial yield of 5.00%.

Hyde Park, Hyde - Threadneedle Asset Management purchased the office complex of 339,997 square feet for
£128m in November 2015 from Melford Capital Partners, reflecting a net initial yield of 6.03%.

On this basis, the Applicant’s adoption of an investment yield of 5.5% for the commercial uses within B-use
classes appears to be appropriate.

4.5. Costs and Fees

45.1. Build Costs

Cast has provided a detail cost plan of the scheme which is presented within the Applicant’s FVA. It
estimates the build costs for the scheme of £18,440,000, which according to the FVA equates to an average
build cost of £220 per sq.ft.
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Our quantity surveyor, Johnson Associates has undertaken a detailed critique of the Cast cost plan, and this is
set out in Appendix 1.

A summary of the Johnson Associates review is presented below, which shows a total cost of £18,240,000
which represents a small reduction on the Cast cost plan of circa £200,000 or £218 per sq.ft. The cost plan
includes preliminaries and overheads and profits at a combined percentage of 19%, which is at an acceptable

level.

Cost Item Cast Johnson Associates
Build to Rent £14,714,000 £14,558,000
Commercial £117,000 £117,000

Car Parking £122,000 £122,000
Preliminaries £2,093,000 £2,071,000
Overheads and Profit £853,000 £844,000
Design Development Contingency £536,000 £531,000
Total £18,440,000 £18,240,000

4.5.2. Contingency

The Applicant’'s FVA has adopted a contingency on the build costs of 3%, which is an acceptable rate given
the complexity and the scheme.

4.5.3. Professional Fees

The Applicant's FVA has adopted a rate of 10% to cover all professional fees associated with the scheme,
which totals £1.84m. A typical professional fee allowance ranges from 8-12% depending on the scale and
complexity of the proposed development.

In this instance we consider the mid-point allowance of 10% to be reasonable for a scheme of this nature and
complexity and have therefore adopted a professional fee allowance of 10% for the purposes of our own
modelling.

4.5.4. Fees and Marketing Costs

The fees included within the appraisal are as follows:

e 10% commercial letting agent’s fee and 3% commercial letting legal fees;

e 1% commercial investment sales fee and 0.5% commercial investment legal fees;
e 1% residential investment sales fee and 0.25% residential investment legal fees;
e Purchaser’s costs at 6.8%; and

e Stamp Duty Land Tax and acquisition agent fee of 1% and legal fee of 0.5%.

All of the fees applied to the development appraisal are at acceptable market levels.

45.5. Finance Cost

A debit finance rate of 7.00% has been adopted by the Applicant within the development appraisal for the
scheme. In the current market, the range of finance is usually between 6.00-7.00%, and therefore this is
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considered to be at an acceptable level given that this is an ‘all-in’ finance cost which includes set up and exit
fees.

4.5.6. Community Infrastructure Levy/Section 106 Payments

The development appraisal includes both a CIL charge and Section 106 payments. We assume that the
Section 106 payments for construction training of £46,100 and construction co-ordinator of £36,266 have been
negotiated and agreed with the Council. In terms of the CIL Payments of £605,000 for the combined
Hillingdon and the Mayoral CIL, the Applicant has applied following rates, indexed in accordance with the CIL
Regulations:

e £95 per sq.m. for residential uses in Hillingdon
e £35 per sq.m. for commercial uses in Hillingdon
e £35 per sq.m. for residential uses for Mayor

e £35 per sq.m. for commercial uses for Mayor

A high level estimate of the CIL payments indicates that it is in the right area, although we would advise the
Council to confirm the sums for both the Council and Mayoral CIL. It should be noted that the Mayoral CIL2
(MCIL2) is due to be introduced in April 2019.

4.5.7. Development Programme
The development programme for the scheme is due to take 29 months based on the following assumptions:

e Purchase — 1 Month

e Pre-construction — 3 Months

e Construction — 18 months

e Letting of Commercial — 6 months after completion
e Sales of Residential Investment — on completion

e Sale of Commercial — Month 29

This appears to be a reasonable development programme for the scale and complexity of the scheme.

4.6. Developer’s Profit Margin

The Applicant has adopted a profit margin of 15% on the Gross Development Value, which includes the
private BTR units, the Discount Market Rent units and the Commercial floorspace. Our normal practice is to
split the profit levels, so that a 6% profit is applied to the ‘affordable’ units, in this case Discount Market Rent,
and 15% applied to the BTR and commercial.

It is our opinion that a lower profit margin should be applied to the DMR units as this represents the affordable
element of the scheme. This approach is adopted in other recent BTR schemes.
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The table below provides a summary of the above analysis highlighting any areas of difference, which will form
the basis of our sensitivity testing in the following section.

Assumption

ULL Property’
Assumptions

Carter Jonas’
Position

(Where Different)

Comments

Sales and Revenue

1b/1p = £1,050pcm
1b/2p = £1,140pcm
2b/3p = £1,400pcm
2b/4p = £1,550pcm
3b/4p = £1,625pcm

1b/1p = £1,075pcm
1b/2p = £1,250pcm
2b/3p = £1,425pcm
2b/4p = £1,575pcm
3b/4p = £1,650pcm

See DCF calculation at
Appendix 2, but there are
some differences in terms
of some of the rental levels

25% for management and
maintenance
Capitalised @ 4% vyield

25% for management and
maintenance
Capitalised @ 3.75% vyield

BTR Values 3b/5p = £1,700pcm 3b/5p = £1,950pcm and the investment yield
applied
25% for management and 25% for management and
maintenance maintenance
Capitalised @ 4% vyield Capitalised @ 3.75% vyield
Based on London Living Rents Based on London Living .
for 3 bedroom units of Rents for 3 bedroom units of See DA%';SSLCDL:'SUO“ at
£1,033pcm £1,033pcm Preferred approach to
DMR Values DMR as set out within the

Mayor Viability SPG,
although investment yield
is deemed to be stronger

B-Class Uses

£25psf p.a.x.
Capitalised @ 5.5% yield
12 months’ rent free

Reflects the tone for the
market in this location

Development Costs

. £18,440,000 £18,240,000 See Appendix 1 for the
Construction Costs . .
Build Cost Review
Contingency 3% - Acceptable level
Professional Fees 10% - Acceptable level

Sales Costs

Commercial letting agency fees
= 10% of rental value

Commercial letting legal fees =
3% of rental value

Commercial sales, legal and
marketing fees = 1.5% of capital
value

BTR/DMR investment sales,

At acceptable market
levels
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legal and marketing fees =
1.25% of capital value

Purchaser’s costs = 6.80%

CIL

£605,000

We have adopted the CIL
amount assumed by the
Applicant but recommend
this is reviewed by the
Council

s.106

£82,366

We have adopted the
s.106 sum assumed by the
Applicant but recommend

this is reviewed by the

Council

Interest / Finance
Costs

7% debit

Acceptable level

Developers Profit

Profit 15% on GDV

Private BTR = 15% on GDV
DMR Profit = 6% on GDV
Commercial = 15% on GDV

Need to differentiate the
affordable profit level

Benchmark Land
Value

£3,100,000

£2,032,778

BLV is considered too high

STANFORD HOUSE, 9 NESTLES AVENUE, HAYES

Page 21 of 33



Carter Jonas

5. FINANCIAL APPRAISALS
5.1. Adjustments to the Applicant’s Model

ULL Property has provided Carter Jonas with a copy of its viability model in Argus Developer, which is a
leading industry-standard development appraisal package commonly used by developers and agents to
assess development viability.

Based on the review of the FVA inputs, we have highlighted a number of inputs that have a potential impact on
land value. Carter Jonas has therefore undertaken a series of adjustments to the model provided by ULL
Property to assess this impact.

Although this analysis does not constitute formal valuations under the provisions of the RICS Valuation —
Global Standards (‘Red Book’) it does provide robust evidence to inform the Council’s decision making
process in respect of the applicants planning application.

As has been highlighted in the summary table there are several inputs where we believe the assumptions to
be under or overstated and we have therefore applied our own assumptions which we consider to be more
reflective of the market.

Given the outcome of our analysis we have made changes to the based appraisal as follows:

e GDV of the BTR/DMR — increased from £26,953,862 to £28,344,598
e Build costs — reduction from £18,440,000 to £18,240,000
e Profit — Affordable profit margin reduced from 15% to 6%

The Benchmark Land Value has also been adjusted from the Applicant’s position of £3,100,000 to £2,032,778.

5.2. Appraisal Results

Carter Jonas has undertaken its own modelling to reflect changes to values, build costs and the profit level.
The results of our analysis are shown in the table below (with the print-out summary at Appendix 3) and reveal
a change of circa £1.2m between the Applicant’s position and Carter Jonas as the residual land value has
moved from £1.5m to £2.7m.

Set against Carter Jonas’ Benchmark Land Value of £2.0m, the scheme produces a surplus of £0.7m.

Total Costs Residual Land Net Position
Value
Applicant £31m £29.5m £1.5m £3.1m -£1.6m
Carter Jonas £32.4m £29.7m £2.7m £2.0m £0.7m

We have modelled this surplus income through the DCF model and the subsequent development appraisal to
establish the potential number of Discount Market Rent units the scheme is able to support. The results of this
modelling are set out in Appendix 4 and shows that the scheme is able to deliver 18 Discount Market Rent
units out of the total of 81 BTR units, which is a proportion of 22%.
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6. CONCLUSIONS AND RECOMMENDATIONS

Carter Jonas has reviewed the Financial Viability Assessment as submitted by ULL Property on behalf of the
Applicant — Healey Development Solutions (Hayes) Ltd.

The first part of the assessment focused on the Benchmark Land Value, which consists of the Existing Use
Value of the existing industrial building at Nestles Avenue. ULL Property has valued the property on the basis
of a rent of £9.50 per sq.ft. p.a.x., capitalised at an investment yield of 5.0%, with deductions for purchaser’s
costs and light refurbishment to derive an Existing Use Value of £2.82m. A landowner’s premium of 10% is
then applied to the EUV to create a Benchmark Land Value of £3.1m.

Whilst, Carter Jonas agrees with ULL on the deductions and the landowner’s premium, our opinion of the
rental value is lower at £8 per sq.ft. p.a.x. and the yield is weaker at 6.0%. This creates a Benchmark Land
Value of £2.03m.

The second part of the assessment focused on the residual land value of the proposed scheme of 81 BTR
homes and 868 square metres of B-use class floorspace. The Applicant’s scheme includes 5 Discount Market
Rent units reflecting London Living Rents in accordance with the Mayoral Viability SPG. This equates to 6%
affordable housing on the scheme of 81 units.

According to the Applicant, the scheme produces a value of £1.51m, and set against the Benchmark Land
Value the overall deficit is -£1.59m.

A detailed review of the Applicant’s assumptions and inputs revealed that we are in agreement with the
commercial values, DMR rents, contingency, professional fees, sales, legal and marketing costs, and finance
cost. The key points of difference are as follows:

e Build-to-Rent — Increase in rent for the 1 bed/2 person and 3bed/5 person units from £1,140pcm to
£1,700pcm and £1,250pcm to £1,950pcm respectively, and improve the yield from 4% to 3.75%;

e Build costs — reduction from £18,440,000 to £18,240,000

e Profit — Affordable profit margin reduced from 15% to 6%

The adjustments to the development appraisal produces a positive residual land value of £2.7m, which creates
a surplus of £0.7m.

The surplus has been modelled to highlight the number of additional DMR units can be delivered to meet the
BLV of £2m. A total of 18 units, or an increase of 13 DMR units can be supported by the scheme to meet our
BLV. This equates to an overall proportion of 22%, compared to the Applicant’s position of 6%.

STANFORD HOUSE, 9 NESTLES AVENUE, HAYES Page 23 of 33



Carter Jonas

7. APRIL 2019 UPDATE

ULL Property responded to the Carter Jonas report with a series of points within its letter dated 5™ April 2019.
Carter Jonas presents in the paragraphs below our review of the ULL points in turn:

GDV

ULL Property agrees in principle with the approach adopted to derive the GDV of the scheme, which is partly
calculated by way of the Discounted Cash Flow for the BTR units. Whilst ULL agree with the approach, there
remains a contrary view on a humber of the inputs.

Investment Yield

ULL has adopted an investment yield for the BTR units of 4.00%, whereas Carter Jonas has adopted a yield of
3.75%. Whilst we acknowledge that research and market comparables are limited on BTR yields, we retain
our position for Hayes at 3.75%. ULL Property mention the CBRE market research, and therefore we have
reviewed the residential investment yields for December 2018 and March 2019 for London Zones 3-6 and
reflecting a Good Secondary location. The report shows a stable position at both dates and a yield of 3.75%.
We would suggest that Hayes is more representative of the London 3-6 Zones (Hayes and Harlington is Zone
5) than the Outer London/South East area.

Rental Values

ULL Property suggest that the rental values adopted in the appraisal reflect a discount due to the lack of
parking within the scheme. Carter Jonas is of the opinion that the rental values adopted from our comparable
evidence are reasonable and reflect the scheme’s close proximity to Hayes & Harlington Station (350 metres).
The application site is also within a Housing Zone, where significant ‘place making’ is due to take place with
the development at the former Nestles factory and other adjacent sites. Carter Jonas therefore retains its
position in terms of rental values.

Build To Rent Cash Flow

ULL Property has adopted Carter Jonas’ DCF model including our inflation and rental growth rates of 2.5%
and 3.0% respectively. The ULL GDV is amended to £25,952,237 compared to the Carter Jonas GDV of
£28,344,598.

Construction Costs

ULL Property has retained its position in relation to construction costs subject to further negotiation with our
QS Johnson Associates. As the difference in construction costs is only £200,000, which is 1% difference
between Cast and Johnson Associates, it is unlikely that we would change our position.

Developer’s Profit Margin

The Applicant has confirmed that the developer of the scheme is to retain ownership of the BTR units
including the DMR units, with no sale of these to a Registered Provider. On this basis, we acknowledge that
the usual RP profit of 6% for the DMR units is therefore not appropriate in this case. However, we do think
there would be less risk in letting the DMR units from the developer’s perspective, especially at London Living
Rents, and therefore a profit level of 10% is considered to be a reasonable return for these units.

Benchmark Land Value

ULL Property originally valued the existing industrial building at a rental value of £9.50 per sq.ft. per annum
exclusive, but this required a light refurbishment cost of £450,000 to achieve this rent. Without the
refurbishment works, ULL indicate that the rental value achieved would be £8.00 per sq.ft. p.a.x., which reflect
Carter Jonas’ position, but with the refurbishment costs applied.
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CoStar classifies the subject property as a 2-star industrial building, whereas other units that have been let at
the same or lower rental values, such as 1 and 8 Boeing Way and the units at International Trading Estate are
classified as 3-star industrial buildings according to CoStar. It is our opinion, that the light refurbishment works
are required to create a better quality building in-line with a 3-star classification, and therefore we are satisfied
that the rental value adopted for the building at £8psf reflects this level of refurbishment. A term of 5 years
reflects a number of lettings in the Hayes area.

ULL Property’s amended position on the Benchmark Land Value is £2,527,188, whereas Carter Jonas’
position remains at £2,032,778.

Results

ULL Property’s changes to its appraisal shows a residual land value of £812,125 with 5 DMR units, which is
below their Benchmark Land Value of £2,527,188. The Applicant is therefore not seeking to change its offer of
6% affordable housing.

Carter Jonas has made one change to its appraisal, which is to adopt 10% rather than 6% for the profit margin
on the DMR units within the scheme. This creates an estimated blended profit margin with the private BTR
units at 15% of 14.80%. On this basis, the revised residual land value is £2,638,416 (as shown at Appendix
5), which is above our Benchmark Land Value of £2,032,778, and indicates that more DMR units can be
provided within the scheme.

A separate appraisal has been undertaken to establish what the surplus of £605,638 equates to in terms of
additional affordable housing. The DCF cashflow and appraisal is presented at Appendix 6 and shows that 15
DMR units can be delivered to meet the Benchmark Land Value, which equates to 18% affordable housing
provision.
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8. FINAL CONCLUSIONS AND RECOMMENDATIONS

This final section of the report presents a summary of the Carter Jonas review of the Financial Viability
Assessment.

(6) Carter Jonas has reviewed the Financial Viability Assessment (FVA) produced by ULL Property on
behalf of the Applicant Healey Development Solutions (Hayes) Ltd. The application scheme
(reference: 51175/APP/2018/4260) proposes the demolition of the two storey industrial building to
provide 81 residential units (Build to Rent) and 868 square metres of B employment space.

(7) ULL Property submitted its original FVA in December 2018 has been supplemented with an additional
letter (5" April 2019). The ULL approach included modelling the Build To Rent units through a
Discounted Cash Flow (DCF) and inputting the Gross Development Value into a development
appraisal, together with the employment uses to derive the residual land value for the scheme. The
Applicant’s affordable housing offer of 5 units or 6% has not changed, although the figures have been
adjusted to reflect adjustments made by Carter Jonas in its review.

The Applicant’s position is as follows:

Residual Land Value = £812,125 (based on 76 Private BTR and 5 Discount Market Rent units)
Benchmark Land Value = £2,527,188 (EUV of £2,297,380 plus 10% premium)
Net Position = -£1,714,993 (deficit)

(8) Carter Jonas has interrogated the ULL Property FVA and made a number of adjustments to costs and
values as summarised here:

e Rental values set at 1b/1p £1,075pcm; 1b/2p £1,250pcm; 2b/3p £1,425pcm; 2b/4p
£1,575pcm; 3b/4p £1,650pcm; 3b/5p £1,950pcm, compared to the Applicant’s position of
1b/1p £1,050pcm; 1b/2p £1,140pcm; 2b/3p £1,400pcm; 2b/4p £1,550pcm; 3b/4p £1,625pcm;
3b/5p £1,700pcm;

Investment yield for the BTR units set at 3.75% compared to Applicant’s position of 4.00%;
Profit margin for the Discount Market Rent set at 10% of GDV, compared to the Applicant’s
position of 15%;

e Construction costs reduced by £200,000 from the Applicant’s position of £18,440,000 to
£18,240,000;

e Changes to the Discounted Cashflow in terms of inflation and growth rates, which have been
agreed by the Applicant;

e Benchmark Land Value based on a rental value of £8psf p.a.x. and capitalised at a yield of
6%, but with light refurbishment costs included as estimated by the Applicant at £450,000.
This provides an existing use value of £1,847,980 plus a 10% premium. This differs from the
Applicant’s position, which excludes the refurbishment costs.

The Carter Jonas position is therefore:

Residual Land Value = £2,638,416 (based on 76 Private BTR and 5 Discount Market Rent units)
Benchmark Land Value = £2,032,778 (EUV of £1,847,980 plus 10% premium)
Net Position = £605,638 (surplus)

The scheme produces a surplus with 5 DMR units of £605,638, which indicates that the additional
affordable housing units can be provided. The surplus has been modelled by Carter Jonas and this
provides for another 10 DMR units taking the total to 15 units, which equates to 18% affordable
housing provision.
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(9) The Council’s affordable housing policy is Policy H2 of the Hillingdon Local Plan which states “For
sites with a capacity of 10 or more units the Council will seek to ensure that the affordable housing mix
reflects housing needs in the borough, particularly the need for larger family units.” The local plan
goes on to state in paragraph 6.29 that “35% of all new units in the borough should be delivered as
affordable housing, with an indicative tenure mix of 70% housing for social rent and 30% intermediate
housing.” In accordance with the NPPF, where a non-compliant affordable housing offer is submitted
to the local planning authority, the Applicant must provide a viability assessment.

The approach undertaken by Carter Jonas and ULL Property is in accordance with the Planning
Practice Guidance (PPG) requirements in terms of comparing the residual land value of the
Application scheme to the Benchmark Land Value to determine the level of affordable housing with all
costs and values included, included s.106 and CIL payments. The Benchmark Land Value is
calculated by assessing the Existing Use Value and applying a landowner’s premium to incentivise the
landowner to sell its land, which reflects the approach in the PPG and the Mayoral SPG. In addition,
the calculation of the Discount Market Rent units is based on guidance within the Mayoral SPD and
the Draft London Plan, which advocates the use of London Living Rents at the appropriate ward level.
It should also be noted that Draft London Plan (Policy H13) indicates that for a scheme to qualify for
Build To Rent it must be over 50 units and a covenant granted to maintain the units as BTR for a
period of at least 15 years. The policy states that a clawback mechanism must be in place for
additional affordable housing in the event that the covenant is broken.

The Applicant’s affordable housing offer and Carter Jonas’ review shows that the scheme is unable to
comply with Hillingdon’s affordable housing policy.

(10)The conclusions from Carter Jonas’ review indicates that the scheme can deliver 15 Discount Market
Rent units out of the total of 81 Build To Rent units, which equates to 18% affordable housing
provision. Carter Jonas recommends that the Council seeks to negotiate the s.106 agreement on this
basis ensuring that the DMR units are linked to the London Living Rents for the Botwell ward and the
clawback mechanism as advocated by the Mayor is included.
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APPENDIX 1 - REVIEW OF BUILD COSTS
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2 Cast

Meadow Residential | Hayes

Stage 2 Cost Plan - 81 Units
April 2019

Financial Summary

Residential (BTR) Basement Retail Commercial Car Park £/ ft2 GIFA £/ Unit
Ref | Description 73,3505 ft2 fi2 9,288 ft2 1,084 2 83,722 ft? 81 Units comments
81 Units
0 Demolition & Enabling £284,995 £0 £0 £0 £0 £284,995 £3 /ft2 £3,520 / Unit
1 Substructure £857,242 £0 £0 £0 £0 £0 £857,242 £10 /ft2 £10,580 / Unit| |Refer to comments in tabs.
2 Shell & Core £6,220,216 £0 £0 £10,000 £10,000 £0 £6,240,216 £75 /ft2 £77,040 / Unit| [Refer to comments in tabs.
3 Finishes £2,122,000 £0 £0 £18,000 £1,000 £0 £2,141,000 £26 /ft2 £26,430 / Unit| [Refer to comments in tabs.
4 Fixtures, Furnishing & Equipment £1,012,000 £0 £0 £0 £111,000 £0 £1,123,000 £13 /ft2 £13,860 / Unit
5 MEPH & lifts £3,340,000 £0 £0 £89,000 £0 £0 £3,429,000 £41 /ft2 £42,330 / Unit| |Refer to comments in tabs.
6  External Works £722,000 £0 £0 £0 £0 £0 £722,000 £9 /ft2 £8,910 / Unit
Measured Works Total £14,558,000 £0 £0 £117,000 £122,000 £0 £14,797,000 £177 /ft2| £182,670 / Unit
7  Professional Fees Excluded Assumes in appraisal
8 Preliminaries / Logistics (14%) £2,038,000 £0 £0 £16,000 £17,000 £0 £2,071,000 £25 /ft2 £25,570 / Unit| [14% - Ok for a project of this nature
9 Overheads and Profit (5%) £830,000 £0 £0 £7,000 £7,000 £0 £844,000 £10 /ft2| £10,420 / Unit| [5% - Ok for a scheme of this nature.
10 Design Dev. Contingency (3%) £523,000 £0 £0 £4,000 £4,000 £0 £531,000 £6 /ft2 £6,560 / Unit| [3% - Ok for a scheme of this
11 Construction Contingency Excluded Assumes in appraisal
£17,949,000 £0 ) £144,000 £150,000 £0 £18,243,000 £218 /f2 225220 juit ] |
12 Inflation Allowance (Excluded) £0 £0 £0 £0 £0 £0 £0 £ /ft2 £ / Unit
| | | | | | | |
[ £ / ft2 GIA | [ £245 £0 £0 £16 £144 £0] | £218|
[ £ / ft2 GEA | [ £222 £0 £0 £14 £131 £0] | £193|
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APPENDIX 2 — DISCOUNTED CASH FLOW

STANFORD HOUSE, 9 NESTLES AVENUE, HAYES Page 29 of 33



STANFORD HOUSE - DCF

CARTER JONAS
Year 0 1 2 3
Private BTR £628,350  £1,294,401 £1,333,233 £1,373,230
DMR £61,980 £63,530 £65,118 £66,746
Total Gross Rent £690,330  £1,357,931 £1,398,351 £1,439,976
Inflation (Av. CPI Last 5-10 years) 2.50% 2.50% 2.50% 2.50%
Rental Growth (JLL 3%) 3.00% 3.00% 3.00% 3.00%
OPEX Costs - 25% £172,583 £314,562 £322,426 £330,487
Total Net Rent £517,748 £1,043,368.13 £1,075,924.33 £1,109,489
PV£1 @ 6.5% 1.000000 0.938967 0.881659 0.827849
Total Discounted Rent £517,748 £979,688 £948,599 £918,489
* assumes 50% private occupancy in Year 0
Net Rent @ Year 15 £1,603,195
YP Perp @ 3.75% 26.6666667
£42,751,861
PV 15 years @ 6.5% 0.3888265
£16,623,056
Plus Rent Yrs 0-14 Yrs £11,721,542
£28,344,598
PRIVATE BTR
Type Number of Units| Monthly Rent [ Annual Rent Total Rent
1B/1P £1,075 £12,900 £116,100
1B/2P 35 £1,250 £15,000 £525,000
2B/3P 2 £1,425 £17,100 £34,200
2B/4P 26 £1,575 £18,900 £491,400
3B/4P 1 £1,650 £19,800 £19,800
3B/5P 3 £1,950 £23,400 £70,200
76 £107,100 £1,256,700
DMR
Type Number of Units| Monthly Rent [ Annual Rent Total Rent
1B/1P 0 £0 £0 £0
1B/2P 0 £0 £0 £0
2B/3P 0 £0 £0 £0
2B/4P 0 £0 £0 £0
3B/4P 2 £1,033 £12,396 £24,792
3B/5P 3 £1,033 £12,396 £37,188
5 £24,792 £61,980

4
£1,414,427
£68,414
£1,482,841
2.50%
3.00%
£338,749
£1,144,092
0.777323

£889,329

5
£1,456,860
£70,125
£1,526,984
2.50%
3.00%
£347,218
£1,179,766
0.729881

£861,089

6
£1,500,566
£71,878
£1,572,443
2.50%
3.00%
£355,898
£1,216,545
0.685334

£833,740

7
£1,545,582
£73,675
£1,619,257
2.50%
3.00%
£364,796
£1,254,461
0.635062

£796,661

8
£1,591,950
£75,517
£1,667,467
2.50%
3.00%
£373,916
£1,293,551
0.604231

£781,604

9
£1,639,708
£77,405
£1,717,113
2.50%
3.00%
£383,264
£1,333,849
0.567353

£756,764

10
£1,688,900
£79,340
£1,768,239
2.50%
3.00%
£392,845
£1,375,394
0.532726

£732,708

1
£1,739,567
£81,323
£1,820,890
2.50%
3.00%
£402,666
£1,418,223
0.500212

£709,413

12
£1,791,754
£83,356
£1,875,110
2.50%
3.00%
£412,733
£1,462,377
0.469683

£686,853

13
£1,845,506
£85,440
£1,930,946
2.50%
3.00%
£423,051
£1,507,895
0.441017
£665,007

Rent Yrs 0-14

14
£1,900,872
£87,576
£1,988,448
2.50%
3.00%
£433,628
£1,554,820
0.414100

£643,851

£11,721,542

15
£1,957,898
£89,766
£2,047,663

2.50%
3.00%
£444,468

£1,603,195
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CARTER JONAS LLP|

APPRAISAL SUMMARY

Nestles Avenue
Confidential
Not a valuation - CJ Changes

Appraisal Summary for Phase 1

Currency in £

REVENUE
Sales Valuation Units ftz Sales Rate ft2 Unit Price Gross Sales
Residential 81 53,691 527.92 349,933 28,344,598
Rental Area Summary Initial Net Rent  Initial
Units ftz Rent Rate ft2 MRV/Unit at Sale MRV
Commercial 1 9,343 25.00 233,575 233,575 233,575
Investment Valuation
Commercial
Market Rent 233,575 YP @ 5.5000% 18.1818
(1yr Rent Free) PV 1lyr @ 5.5000% 0.9479 4,025,420
GROSS DEVELOPMENT VALUE 32,370,018
NET REALISATION 32,370,018
OUTLAY
ACQUISITION COSTS
Residualised Price 2,685,555
2,685,555
Stamp Duty 123,778
Effective Stamp Duty Rate 4.61%
Agent Fee 1.00% 26,856
Legal Fee 0.50% 13,428
164,061
CONSTRUCTION COSTS
Construction ft2 Build Rate ft2 Cost
Construction 83,722 217.86 18,240,000 18,240,000
CIL 605,000
Section 106 construction training 46,100
Section 106 construction cordinator 36,266
687,366
PROFESSIONAL FEES
Professional Fees 10.00% 1,824,000
1,824,000
MARKETING & LETTING
Letting Agent Fee - Commercial 10.00% 23,358
Letting Legal Fee - Commercial 3.00% 7,007
30,365
DISPOSAL FEES
Purchaser's Costs 2,201,162
Effective Purchaser's Costs Rate 6.80%
Sales Agent Fee - Residential 1.00% 283,446
Sales Agent Fee - Commercial 1.00% 40,254
Sales Legal Fee - Residential 0.25% 70,861
Sales Legal Fee - Commercial 0.50% 20,127
2,615,850
Additional Costs
BTR Profit 14.60% 4,138,311
Commercial Profit 15.00% 603,813

Project: P:\London Development Team\Stanford House Applications - LB Hillingdon\Draft Appraisal - Nestle Avenue, Hayes - Commercial A

ARGUS Developer Version: 8.10.004

Date: 07/03/2019



APPRAISAL SUMMARY CARTER JONAS LLP|

Nestles Avenue
Confidential
Not a valuation - CJ Changes

4,742,124
FINANCE
Debit Rate 7.000%, Credit Rate 0.000% (Nominal)
Land 368,164
Construction 1,012,532
Total Finance Cost 1,380,696
TOTAL COSTS 32,370,018
PROFIT
0
Performance Measures
Profit on Cost% 0.00%
Profit on GDV% 0.00%
Profit on NDV% 0.00%
Development Yield% (on Rent) 0.72%
Equivalent Yield% (Nominal) 5.50%
Equivalent Yield% (True) 5.69%
Rent Cover 0 mths
Profit Erosion (finance rate 7.000) N/A

Project: P:\London Development Team\Stanford House Applications - LB Hillingdon\Draft Appraisal - Nestle Avenue, Hayes - Commercial A
ARGUS Developer Version: 8.10.004 Date: 07/03/2019
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STANFORD HOUSE - DCF

CARTER JONAS
Year 0 1 2 3
Private BTR £498,300  £1,026,498 £1,057,293 £1,089,012
DMR £212,976 £218,300 £223,758 £229,352
Total Gross Rent £711,276  £1,244,798 £1,281,051 £1,318,364
Inflation (Av. CPI Last 5-10 years) 2.50% 2.50% 2.50% 2.50%
Rental Growth (JLL 3%) 3.00% 3.00% 3.00% 3.00%
OPEX Costs - 25% £177,819 £250,481 £256,743 £263,162
Total Net Rent £533,457 £994,317.30 £1,024,307.72 £1,055,202
PV£1 @ 6.5% 1.000000 0.938967 0.881659 0.827849
Total Discounted Rent £533,457 £933,631 £903,090 £873,548
* assumes 50% private occupancy in Year 0
Net Rent @ Year 15 £1,507,200
YP Perp @ 3.75% 26.6666667
£40,191,996
PV 15 years @ 6.5% 0.3888265
£15,627,713
Plus Rent Yrs 0-14 Yrs £11,147,833
£26,775,546
PRIVATE BTR
Type Number of Units| Monthly Rent [ Annual Rent Total Rent
1B/1P £1,075 £12,900 £116,100
1B/2P 35 £1,250 £15,000 £525,000
2B/3P 2 £1,425 £17,100 £34,200
2B/4P 17 £1,575 £18,900 £321,300
3B/4P 0 £1,650 £19,800 £0
3B/5P 0 £1,950 £23,400 £0
63 £107,100 £996,600
DMR
Type Number of Units| Monthly Rent [ Annual Rent Total Rent
1B/1P 0 £0 £0 £0
1B/2P 0 £0 £0 £0
2B/3P 0 £0 £0 £0
2B/4P 9 £939 £11,268 £101,412
3B/4P 3 £1,033 £12,396 £37,188
3B/5P 6 £1,033 £12,396 £74,376
18 £36,060 £212,976

4
£1,121,682
£235,086
£1,356,768
2.50%
3.00%
£269,741
£1,087,027
0.777323

£844,971

5
£1,155,333
£240,963
£1,396,295
2.50%
3.00%
£276,484
£1,119,811
0.729881

£817,329

6
£1,189,993
£246,987
£1,436,979
2.50%
3.00%
£283,396
£1,153,583
0.685334

£790,590

7
£1,225,692
£253,162
£1,478,854
2.50%
3.00%
£290,481
£1,188,373
0.635062

£754,690

8
£1,262,463
£259,491
£1,521,954
2.50%
3.00%
£297,743
£1,224,210
0.604231

£739,706

9
£1,300,337
£265,978
£1,566,315
2.50%
3.00%
£305,187
£1,261,128
0.567353

£715,505

10
£1,339,347
£272,627
£1,611,974
2.50%
3.00%
£312,817
£1,299,158
0.532726

£692,095

1
£1,379,527
£279,443
£1,658,970
2.50%
3.00%
£320,637
£1,338,333
0.500212

£669,451

12
£1,420,913
£286,429
£1,707,342
2.50%
3.00%
£328,653
£1,378,689
0.469683

£647,547

13
£1,463,541
£293,590
£1,757,130
2.50%
3.00%
£336,869
£1,420,261
0.441017
£626,359

Rent Yrs 0-14

14
£1,507,447
£300,930
£1,808,376
2.50%
3.00%
£345,291
£1,463,085
0.414100

£605,864

£11,147,833

15
£1,552,670
£308,453
£1,861,123

2.50%
3.00%
£353,923

£1,507,200
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APPRAISAL SUMMARY CARTER JONAS LLP|

Nestles Avenue
Confidential
Not a valuation - CJ Changes Additonal Affordable

Appraisal Summary for Phase 1

Currency in £

REVENUE
Sales Valuation Units ftz Sales Rate ft2 Unit Price Gross Sales
Residential 81 53,691 498.70 330,562 26,775,546
Rental Area Summary Initial Net Rent  Initial
Units ftz Rent Rate ft2 MRV/Unit at Sale MRV
Commercial 1 9,343 25.00 233,575 233,575 233,575
Investment Valuation
Commercial
Market Rent 233,575 YP @ 5.5000% 18.1818
(1yr Rent Free) PV 1lyr @ 5.5000% 0.9479 4,025,420
GROSS DEVELOPMENT VALUE 30,800,966
NET REALISATION 30,800,966
OUTLAY
ACQUISITION COSTS
Residualised Price 2,036,543
2,036,543
Stamp Duty 91,327
Effective Stamp Duty Rate 4.48%
Agent Fee 1.00% 20,365
Legal Fee 0.50% 10,183
121,875
CONSTRUCTION COSTS
Construction ft2 Build Rate ft2 Cost
Construction 83,722 217.86 18,240,000 18,240,000
CIL 475,000
Section 106 construction training 46,100
Section 106 construction cordinator 36,266
557,366
PROFESSIONAL FEES
Professional Fees 10.00% 1,824,000
1,824,000
MARKETING & LETTING
Letting Agent Fee - Commercial 10.00% 23,358
Letting Legal Fee - Commercial 3.00% 7,007
30,365
DISPOSAL FEES
Purchaser's Costs 2,094,466
Effective Purchaser's Costs Rate 6.80%
Sales Agent Fee - Residential 1.00% 267,755
Sales Agent Fee - Commercial 1.00% 40,254
Sales Legal Fee - Residential 0.25% 66,939
Sales Legal Fee - Commercial 0.50% 20,127
2,489,541
Additional Costs
BTR and DMR Profit 13.50% 3,614,699
Commercial Profit 15.00% 603,813

Project: P:\London Development Team\Stanford House Applications - LB Hillingdon\Draft Appraisal - Nestle Avenue, Hayes - Commercial A
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APPRAISAL SUMMARY CARTER JONAS LLP|

Nestles Avenue
Confidential
Not a valuation - CJ Changes Additonal Affordable

4,218,512
FINANCE
Debit Rate 7.000%, Credit Rate 0.000% (Nominal)
Land 278,863
Construction 1,003,902
Total Finance Cost 1,282,764
TOTAL COSTS 30,800,966
PROFIT
0
Performance Measures
Profit on Cost% 0.00%
Profit on GDV% 0.00%
Profit on NDV% 0.00%
Development Yield% (on Rent) 0.76%
Equivalent Yield% (Nominal) 5.50%
Equivalent Yield% (True) 5.69%
Rent Cover 0 mths
Profit Erosion (finance rate 7.000) N/A
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APPRAISAL SUMMARY CARTER JONAS LLP|

Nestles Avenue
Confidential
Not a valuation - CJ Changes 10% Profit on DMR

Appraisal Summary for Phase 1

Currency in £

REVENUE
Sales Valuation Units ft2 Sales Rate ft2 Unit Price Gross Sales
Residential 81 53,691 527.92 349,933 28,344,598
Rental Area Summary Initial Net Rent Initial
Units ftz2 Rent Rate ft2 MRV/Unit at Sale MRV
Commercial 1 9,343 25.00 233,575 233,575 233,575
Investment Valuation
Commercial
Market Rent 233,575 YP @ 5.5000% 18.1818
(1yr Rent Free) PV 1yr @ 5.5000% 0.9479 4,025,420
GROSS DEVELOPMENT VALUE 32,370,018
NET REALISATION 32,370,018
OUTLAY
ACQUISITION COSTS
Residualised Price 2,638,416
2,638,416
Stamp Duty 121,421
Effective Stamp Duty Rate 4.60%
Agent Fee 1.00% 26,384
Legal Fee 0.50% 13,192
160,997
CONSTRUCTION COSTS
Construction ft2 Build Rate ft2 Cost
Construction 83,722 217.86 18,240,000 18,240,000
CIL 605,000
Section 106 construction training 46,100
Section 106 construction cordinator 36,266
687,366
PROFESSIONAL FEES
Professional Fees 10.00% 1,824,000
1,824,000
MARKETING & LETTING
Letting Agent Fee - Commercial 10.00% 23,358
Letting Legal Fee - Commercial 3.00% 7,007
30,365
DISPOSAL FEES
Purchaser's Costs 1,927,433
Purchaser's Costs - Commercial 6.80% 273,729
Effective Purchaser's Costs Rate 6.80%
Sales Agent Fee - Residential 1.00% 283,446
Sales Agent Fee - Commercial 1.00% 40,254
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APPRAISAL SUMMARY CARTER JONAS LLP|

Nestles Avenue

Confidential

Not a valuation - CJ Changes 10% Profit on DMR
Sales Legal Fee - Residential 0.25% 70,861
Sales Legal Fee - Commercial 0.50% 20,127

2,615,850

Additional Costs

BTR Profit 14.80% 4,195,001

Commercial Profit 15.00% 603,813

4,798,814

FINANCE

Debit Rate 7.000%, Credit Rate 0.000% (Nominal)

Land 361,678

Construction 1,012,532

Total Finance Cost 1,374,210

TOTAL COSTS 32,370,018

PROFIT

Performance Measures
Profit on Cost% 0.00%
Profit on GDV% 0.00%
Profit on NDV% 0.00%
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STANFORD HOUSE - DCF

CARTER JONAS
Year 0 1 2 3
Private BTR £526,650  £1,084,899 £1,117,446 £1,150,969
DMR £179,172 £183,651 £188,243 £192,949
Total Gross Rent £705,822  £1,268,550 £1,305,689 £1,343,918
Inflation (Av. CPI Last 5-10 years) 2.50% 2.50% 2.50% 2.50%
Rental Growth (JLL 3%) 3.00% 3.00% 3.00% 3.00%
OPEX Costs - 25% £176,456 £264,445 £271,056 £277,832
Total Net Rent £529,367 £1,004,105.48 £1,034,632.61 £1,066,086
PV£1 @ 6.5% 1.000000 0.938967 0.881659 0.827849
Total Discounted Rent £529,367 £942,822 £912,193 £882,558
* assumes 50% private occupancy in Year 0
Net Rent @ Year 15 £1,526,848
YP Perp @ 3.75% 26.6666667
£40,715,945
PV 15 years @ 6.5% 0.3888265
£15,831,438
Plus Rent Yrs 0-14 Yrs £11,262,858
£27,094,297
PRIVATE BTR
Type Number of Units| Monthly Rent [ Annual Rent Total Rent
1B/1P £1,075 £12,900 £116,100
1B/2P 35 £1,250 £15,000 £525,000
2B/3P 2 £1,425 £17,100 £34,200
2B/4P 20 £1,575 £18,900 £378,000
3B/4P 0 £1,650 £19,800 £0
3B/5P 0 £1,950 £23,400 £0
66 £107,100 £1,053,300
DMR
Type Number of Units| Monthly Rent [ Annual Rent Total Rent
1B/1P 0 £0 £0 £0
1B/2P 0 £0 £0 £0
2B/3P 0 £0 £0 £0
2B/4P 6 £939 £11,268 £67,608
3B/4P 3 £1,033 £12,396 £37,188
3B/5P 6 £1,033 £12,396 £74,376
15 £36,060 £179,172

4
£1,185,498
£197,772
£1,383,271
2.50%
3.00%
£284,778
£1,098,493
0.777323

£853,884

5
£1,221,063
£202,717
£1,423,780
2.50%
3.00%
£291,898
£1,131,882
0.729881

£826,139

6
£1,257,695
£207,785
£1,465,480
2.50%
3.00%
£299,195
£1,166,285
0.685334

£799,295

7
£1,295,426
£212,979
£1,508,405
2.50%
3.00%
£306,675
£1,201,730
0.635062

£763,173

8
£1,334,289
£218,304
£1,552,593
2.50%
3.00%
£314,342
£1,238,251
0.604231

£748,190

9
£1,374,318
£223,761
£1,598,079
2.50%
3.00%
£322,200
£1,275,879
0.567353

£723,874

10
£1,415,547
£229,355
£1,644,902
2.50%
3.00%
£330,255
£1,314,647
0.532726

£700,347

1
£1,458,014
£235,089
£1,693,103
2.50%
3.00%
£338,512
£1,354,591
0.500212

£677,583

12
£1,501,754
£240,966
£1,742,720
2.50%
3.00%
£346,975
£1,395,746
0.469683

£655,558

13
£1,546,807
£246,991
£1,793,797
2.50%
3.00%
£355,649
£1,438,148
0.441017
£634,248

Rent Yrs 0-14

14
£1,593,211
£253,165
£1,846,376
2.50%
3.00%
£364,540
£1,481,836
0.414100

£613,629

£11,262,858

15
£1,641,007
£259,494
£1,900,502

2.50%
3.00%
£373,654

£1,526,848



APPRAISAL SUMMARY CARTER JONAS LLP|

Nestles Avenue

Confidential

CJ Changes Additonal Affordable - April 2019
Appraisal Summary for Phase 1

Currency in £

REVENUE
Sales Valuation Units ft2 Sales Rate ft2 Unit Price Gross Sales
Residential 81 53,691 504.63 334,497 27,094,297
Rental Area Summary Initial Net Rent Initial
Units ftz2 Rent Rate ft2 MRV/Unit at Sale MRV
Commercial 1 9,343 25.00 233,575 233,575 233,575
Investment Valuation
Commercial
Market Rent 233,575 YP @ 5.5000% 18.1818
(1yr Rent Free) PV 1yr @ 5.5000% 0.9479 4,025,420
GROSS DEVELOPMENT VALUE 31,119,717
NET REALISATION 31,119,717
OUTLAY
ACQUISITION COSTS
Residualised Price 2,037,924
2,037,924
Stamp Duty 91,396
Effective Stamp Duty Rate 4.48%
Agent Fee 1.00% 20,379
Legal Fee 0.50% 10,190
121,965
CONSTRUCTION COSTS
Construction ft2 Build Rate ft2 Cost
Construction 83,722 217.86 18,240,000 18,240,000
CIL 525,000
Section 106 construction training 46,100
Section 106 construction cordinator 36,266
607,366
PROFESSIONAL FEES
Professional Fees 10.00% 1,824,000
1,824,000
MARKETING & LETTING
Letting Agent Fee - Commercial 10.00% 23,358
Letting Legal Fee - Commercial 3.00% 7,007
30,365
DISPOSAL FEES
Purchaser's Costs 1,820,737
Purchaser's Costs - Commercial 6.80% 273,729
Effective Purchaser's Costs Rate 6.80%
Sales Agent Fee - Residential 1.00% 270,943
Sales Agent Fee - Commercial 1.00% 40,254
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APPRAISAL SUMMARY CARTER JONAS LLP|

Nestles Avenue
Confidential
CJ Changes Additonal Affordable - April 2019
Sales Legal Fee - Residential 0.25% 67,736
Sales Legal Fee - Commercial 0.50% 20,127
2,493,526

Additional Costs

BTR and DMR Profit 14.30% 3,874,484

Commercial Profit 15.00% 603,813

4,478,297

FINANCE

Debit Rate 7.000%, Credit Rate 0.000% (Nominal)

Land 279,053

Construction 1,007,221

Total Finance Cost 1,286,274

TOTAL COSTS 31,119,717
PROFIT
Performance Measures

Profit on Cost% 0.00%

Profit on GDV% 0.00%
Profit on NDV% 0.00%
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