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Strand East / Sugar House Lane: Development Appraisal Review

1.1.

1.2.

2.1.

2.2.

2.3.

2.4.

2.5.

Instruction

London Thames Gateway Development Corporation (LTGDC), in a letter dated May
4™ 2012, provided us with instructions to undertake an Independent Review of the
proposals and Development Appraisal prepared by the promoters in support of the
planning application submitted by LandProp Holdings BV for the redevelopment of
the area bounded by High Street Stratford, River Lea Navigation and Three Mill
Wall River.

Following a site and area investigation on Friday 18™ May and a meeting with
LTGDC on Thursday 24" May, the consortium of Chase & Partners, Allsop LLP and
Philip Pank Partnership have reviewed this large mixed-use scheme and have
assessed its viability in property market value terms. We have pleasure in setting

out our findings and conclusions.
Report

This report covers three broad areas, the first being a brief analysis of the
location, demographic and area profile of the subject site and its surrounding
catchment area. We have also provided a brief description of the development as
provided by LTGDC in the tender brief dated 10" April 2012 and GL Hearn, as

advisers to the promoters, in their Economic Viability Analysis dated May 2012.

This is followed by Chase & Partners’ assessment of the commercial elements of
the scheme; Allsop LLP’s analysis of the residential elements and Philip Pank

Partnership’s cost assessment of the proposed scheme.

Finally we have assessed the outcomes of these appraisals and set out our

conclusions and recommendations.

The original brief by LTGDC to Chase & Partners set out the requirement for an
Existing Use Value / Market Value based on the development appraisals submitted
by the promoter. It has been agreed between the client (LTGDC, LBN and LDA)
and the consortium that an Existing Use Value of the site would delay the
submission of this report and would be at a considerable extra cost to the client,
with little or no benefit to the outcome and as such it has not been included in this

report. Our focus has been on the market value of the scheme proposals.

In respect of the basis of the appraisal issued by the promoter adviser, GL Hearn,

and as analysed by ourselves has reflected the price paid for the site and the
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3.1.

3.2.

3.3.

3.4.

3.5.

3.6.

3.7.

expected value of purchasing the remaining land outside the ownership of the
promoter at a total of |- The land price is therefore an accepted

assumption for the purposes of analysing the valuation of the project at this stage.
Location Description

The subject site is located within the London Borough of Newham which is situated
within the east side of Greater London and includes Canning Town, West Ham and
East Ham. The development site is bounded by High Street Stratford to the north,
River Lea Navigation to the west and Three Mills Wall River to the south and east.

It is approximately 1.5 miles to the west of Stratford.

The subject site has frontage onto High Street Stratford (All) which is
predominantly an area of significant residential development as part of the
ongoing regeneration of Stratford initiated by the 2012 Olympics. High Street
Stratford is a busy main road that runs south west from Stratford, through Bow

and directly to Whitechapel and Aldgate.

The area is well serviced by public transport with London Overground, DLR,
Central Underground and Jubilee Underground train lines either passing through,
or terminating at Stratford. Stratford International rail station not only serves
commuters from the east into London, but it is also part of the High Speed 1
network which provides a high speed rail service from St Pancras and the Channel
Tunnel and connects with the international high speed routes between London and
Paris and London and Brussels. St Pancras can be reached in approximately 6
minutes from Stratford International. Furthermore the Crossrail, due to be

completed in 2017, will have a station at Stratford.

London City Airport is approximately 5 miles to the south east of Stratford and the

development site and can be accessed by the DLR in approximately 15 minutes.

The site is located opposite a Porsche garage (68-70 High Street, Stratford) which
was granted Planning Permission on 23/3/12 by the Olympic Delivery Authority for

an 18 storey mixed use development.

The site is relatively isolated being nearly 1 mile to the west of the significant
Stratford transport hub and south of a dual trunk road which because of fast
moving traffic acts as a barrier to integrating the frontages of both sides of the

road.

The frontages to High Street, Stratford, even for the new buildings of which there

are many, are relatively lifeless having little pedestrian flows and consequently
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3.8.

4.1.

4.2.

4.3.

4.4.

5.1.

many of the commercial units below the residential blocks above are vacant and
boarded over. The vitality of the area relating to the main road frontage is

consequently sterile.

The subject site lies between the high Street and various waterway frontages
including the Lee Navigation. These waterways, although currently undeveloped
do have the potential to provide a pleasant environment and profile to the subject
site. Further the site is large enough to create its own environment and improve it

significantly against the relatively poor profile of the existing High Street.
Area Profile

The area around Stratford is undergoing a period of extensive regeneration due to
the 2012 Olympics and there are a number of mixed use and residential projects

being undertaken in the areas closest to the centre of Stratford.

As well as the Olympic Park development, the Westfield Shopping Centre opened
in 2011 totalling approximately 1,900,000 sq ft and providing approximately 300
retail units which are anchored by John Lewis and Marks & Spencer department
stores. Retailers All Saints, Hollister, Karen Millen, LK Bennett and Mulberry are
also represented at Westfield. The Stratford Shopping Centre adjacent to Westfield
has a significantly different retail offer to Westfield with occupiers such as the 99p

Store, Poundland, Peacocks and New Look.

Stratford, and the areas surrounding the development, has an extensive industrial
history which is well documented. Following the establishment of the railway in
the 19" Century Stratford became an industrial hub and the location for many
different manufacturing industries including tanneries, flour mills, print works,
chemical works, oil works, bone works, distilleries, gas works, meat factories and
timber yards which were fully working throughout the 20™ Century. As a result of
this, the regeneration of Stratford has had to deal with the substantial land

contamination.

It can be seen from plans provided to us that current/former uses on the subject

site include a distillery, works and factories.
Population

Stratford is an area of limited affluence with a significantly above national average
proportion of adults of working age categorised within the least affluent D and E

social groups in the 2001 census. Contrastingly the most affluent AB social group
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5.2.

5.3.

6.1.

6.2.

6.3.

was under-represented within the Stratford area in 2001. Furthermore there is an
above national average level of the local population claiming unemployment

benefits.

Although the local population of Stratford is not particularly affluent, the opening
of Westfield Stratford in 2011 has generated an increased interest in the area
drawing wealthier shoppers from the north east and east side of London. Moreover
the imminent start of the Olympic Games is expected to create an increased
national and international tourist trade which is anticipated to continue after the

events.

The regeneration of Stratford will offer residential opportunities that will be more
attractive to those skilled and professional workers working in the city of London
and the surrounding areas and, therefore it is anticipated that this may increase
the wealth of the catchment population but without displacing the broad group of

residents from all demographic profiles.
Description of Subject Development Proposal

The applicant is seeking outline planning permission to redevelop the site at Sugar
House Lane, named Strand East, and to provide 1,192 residential units; 12,593 sq
m (135,549.9 sq ft) of flexible uses including retail, financial and professional
services, restaurants, cafes and bars, offices and workshops, non-residential
institution and assembly and leisure; 33,950 sq m (365,434.8 sq ft) of offices and
workshops; 350 bed hotel; pedestrian bridge across Three Mills River; creation of
new highways and public realm; car, motorcycle and bicycle parking; servicing

and ancillary works.

The applicant is seeking detailed planning permission for 8 residential units; 300
sq m (3,229 sq ft) of financial and professional services; 500 sq m (5,381 sq ft)
public house/bar; 2,620 sq m (28,201 sq ft) of office and workshops/non-
residential institution; 8,170 sq m (87,941 sq ft) of offices; creation of new

highways and public realm; 28 car parking spaces; hard and soft landscaping.

It is noted in GL Hearn’s Viability Report dated May 2012 that the scheme will be
low in height and density proposing a maximum height of 16 storeys on only two
accent blocks across approximately 10 ha. The majority of the site will be built to
a maximum of 3-5 floors. According to the schedule of accommodation at
Appendix 1 of the Viability Report the scheme will provide a total Gross External
Floor Area (GEFA) 200,000 sq m (circa 2,152,782 sq ft) of residential and non

residential space.
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6.4.

6.5.

7.1.

7.2.

7.3.

GL Hearn’s Viability Report notes individual, abnormal circumstances affecting the

viability of the development:

6.4.1. There is a need for floor management including improvement to the
river walls and the raising of ground levels to lift the residential

accommodation out of the flood plain.

6.4.2. Abnormal costs including soil treatment to assess and address the
contamination on the site and land re-profiling to create the

landscaping and site levels.

6.4.3. Below the site are a number of underground sewers that will have an
impact upon the substructure of many of the buildings; therefore piling

is required and the locations of the sewers need to be assessed.

The demolition and construction phasing plan at Appendix 5 of the Viability Report
demonstrates that the development is of a considerable length with demolition
beginning in some parts in 2013 and completion of the whole development in

2022, a period of 10 years.

Commercial Assessment

GL Hearn state that the scheme includes approximately 58,000 sq m (624,312 sq
ft) of commercial space. This is a significant provision of new commercial
accommodation which may exceed demand initially but which the phasing

provisions and overall size of development should absorb on completion.

GL Hearn note that the location of the site is not comparable to shopping
destinations in close proximity such as Westfield, Stratford, Canary Wharf and the
City of London. As a result of this the site will not attract similar occupiers but
rather smaller businesses seeking a ‘less “corporate” working environment’. We
agree with GL Hearn that the community facilities are more likely to be of a local
nature and reflect a neighbourhood or small district type of environment

sometimes referred to as an “urban village”.

Target occupiers for the number of retail A1/A3 units are as follows: restaurants,
cafes and delicatessens, bakeries and patisseries, small specialist retailers,
galleries and creative workshops. GL Hearn acknowledge that the specialist
retailers will require financial support in the form as contributions to fit out, rent
free periods and stepped rents in order to establish themselves. We agree that
the likely strength of tenants will be primarily local traders but this could include

good quality retailers and service providers if the environment can be made
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Strand East / Sugar House Lane: Development Appraisal Review

attractive enough given the density of residential development and the business
potential this will offer. In other words it is of sufficient size and diversity of use to

create its own business potential.

7.4. In their appraisal GL Hearn

7.5 I

Table 1
USER YIELD (Net Initial

7.6. Retail/Commercial and Community uses are discussed by GL Hearn from 6.7.1 to
6.7.6 of their report although it is not made particularly clear within the report
which occupiers specifically relate to each of the users referred to in Table 1

above.

7.7. Having examined comparable evidence and following discussions with other
agents, rental rates for comparable commercial space in the area are

approximately [Jill psf for units on the High Street, which we regard as

realistic.

7.8.

7.9. We are of the opinion that the rent and yield rates adopted by GL Hearn for the
subject development are reasonable subject to the qualifications described, and

have therefore adopted the same yields and rates used into our own appraisal.
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7.10.

7.11.

8.1.

8.2.

Hotel

A rent of |l rer room has been adopted by GL Hearn for the hotel which has
then been capitalised at a [Jjjiij yield. This is at the top end of the range of values
for three star hotel accommodation of this type and with significant competition
located along the High Street within half a mile of the subject site. However, the
subject scheme should provide a more attractive environment than the
competition although transport links are slightly more distant. Nonetheless with
350 bedrooms this is a larger facility than we would have thought appropriate for
this location and therefore it may be downsized during the more detailed design

exercise.

Our investigations have demonstrated that a rate of Jjjjjiij rer room is too high
for the area and also given that the development will be completed post Olympics
the probable maximum rent is more likely to be il rer room. The higher rates
of I r<cr room are obtainable but in more central locations and pre

Olympics. Therefore in our appraisal we have adopted a rate of Jjjjjij rer room.

Residential Assessment

Residential Provision

The applicant proposes the delivery of 1,200 residential units on the site. As noted
in more detail below, they have proposed two affordable housing scenarios. The
first of these proposes 15% affordable housing by unit, with the following

accommodation schedule:

Table 2

Private Affordable DMS Units Total Total Units

Units Rent units Affordable

Units
Studio 8 - - - 8
1- bed flat 396 36 36 72 468
2- bed flat 208 18 18 36 244
3- bed flat 364 33 33 66 430
4- bed flat 30 2 2 4 34
5- bed flat 40 1 1 2 16
1,020 90 90 180 1,200

It should be noted that given the outline nature of the planning application, no
drawings have been submitted to illustrate unit sizes or layouts within particular
blocks or phases of the scheme. We agree that it would be unreasonable to expect

comprehensive layout drawings to be provided at this stage of design.
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8.3.

8.4.

8.5.

8.6.

8.7.

8.8.

8.9.

We therefore accept the approach of using blended sales values based on the net

internal area of the scheme as appropriate for this exercise.
Private Residential Values

The Applicant has assumed an average capital value of i psf across all private

residential areas within the proposed scheme.

Given the outline nature of the application and corresponding lack of detailed
design of individual buildings or units, we agree that it is appropriate to take the

approach of applying an average capital value for the site.

The Economic Viability Analysis report prepared by GL Hearn on behalf of the
applicant provides a brief commentary on the current residential market in the
Stratford area, citing the investment that has been made in areas such as the
Olympic Park and notes that it is hoped that this will act as a catalyst to securing
additional step-change improvements to areas which are peripheral to the Olympic
Park / Stratford station areas. However, the report notes that this regeneration
effect has yet to hit these peripheral areas, and is unlikely to do so in any

significant measure before 2020.

We agree that the Strand East / Sugarhouse Lane site does sit on the periphery of
the main Olympic zone, and that despite the significant potential for creating step-
change regeneration through the creation of new mixed-use quarters not only on
the subject site but also on the adjacent Bromley-by-Bow North and South sites, it
will take a number of years for the regeneration and corresponding increase in

residential sales values to be seen.

The applicant has provided a series of recent sales in comparable schemes in
support of their assertion of an average sales value of jjjijrsf. We have also
undertaken our own research into private residential values to verify that the
value proposed by the applicant is reasonable. This was carried out by researching
comparable transactional evidence from similar schemes, speaking to local estate
agents and using our own knowledge following significant recent work undertaken

in the local area.

Following our review of comparable evidence and a number of discussions with
local agents, we agree that the average sales value of i} rsf proposed by the
Applicant is a reasonable assumption in the current market and as such, agree

that it is appropriate to use this value within our own appraisals.
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8.10.

8.11.

8.12.

8.13.

8.14.

8.15.

Private Residential Sales Programme

The Appraisals submitted by the applicant assume that private residential units
will be sold at a rate of 120 per annum, which is equivalent to ten units per

month. We agree that it is reasonable to adopt this sales rate.

The Argus developer appraisals submitted by GL Hearn show units being sold at
this rate, and assume that in broad terms each phase will be able to sell 50% of
units before practical completion. We feel that this level of presales is over
optimistic, given the current global economic slowdown which is affecting the
ability of residential developers to achieve the kinds of significant pre-sales in

markets such as South East Asia that they were able to achieve before 2009.

We have therefore amended the appraisal to reflect 25% of units being presold on
each private residential phase, with the exception of phases MUl and MU2 where
no pre-sales have been assumed due to the relatively small number of units in
these phases. We have assumed that the remaining units in each phase will be
sold at the rate of ten units per month and have adjusted the sales periods

accordingly.

To ensure an accurate cashflow, we have adjusted timings such that income from
pre-sales is received on practical completion rather than prior as assumed in the
GL Hearn appraisals. This reflects the fact that whilst an off-plan purchaser may
have put deposit money down, they will not pay the balance until practical
completion and therefore the developer will not receive an income stream until
this point. We note that the outline scheme appears to lend itself well to flexible
phasing, enabling residential units to be delivered in line with the requirements of

the market.
Private residential sales, marketing and legal fees

The applicant has assumed that sales and marketing costs will be Jjjjij of the
private residential gross development value, and that legal fees will be i} of
the same. Therefore a total allowance of Jjjj of residential value has been made

for these items.

In our view, this allowance is over generous. We have therefore adopted a value of
Il of private residential GDV to deal with all costs associated with sales and
marketing of the private residential units. This is in line with the default allowance

within the GLA Affordable Housing Development Control Toolkit.
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8.16.

8.17.

8.18.

8.19.

8.20.

8.21.

8.22.

9.1.

9.2.

Affordable housing provision and payment
The applicant has submitted two affordable housing scenarios.

Scenario 1 proposes a 15% affordable housing provision by unit, split 50%
affordable rent and 50% Discounted Market Sale ("DMS”). This equates to a total
provision of 180 affordable homes. It is assumed that purchasers of the DMS units
will purchase 80% of the equity at market value, with the remaining 20% being

held by London Borough of Newham.

Scenario 1 assumes that a subsidy of il rer affordable rented unit will be
available and on this basis the applicant has assumed a blended capital value of
Il rer square foot for the affordable housing on the scheme. We have run our
own appraisals of the proposed affordable housing mix and agree that the rate of

Il rsf is reasonable on the basis of the assumptions that have been made.

Scenario 2 assumes a provision of 10% affordable housing units, which equates to
120 affordable homes. As with Scenario 1, these units are split 50% affordable
rent and 50% DMS. Scenario 2 assumes that no subsidy will be available, and on
this basis a capital value of ] psf is assumed. As with Scenario 1, we have run

our own appraisals and agree that the rate of i psf is reasonable.

We understand that the applicant has undertaken discussions with LB Newham
regarding rents and equity sales for the affordable housing units and that the

Council are content with what is being proposed.

The applicant has assumed a sales agent fee of jj on the value of the affordable
housing and a further i of this value on legal costs associated with this sale.
In the 15% affordable housing scenario, these costs total circa |- |n our

view, these costs overstate the cost of sale of the affordable units.

We have therefore amended the sales agent and legal fees associated with the
affordable housing to il of affordable housing GDV, which generates a total
cost for this element of circa |l Which we believe should be a sufficient

allowance.

Cost Assessment

Philip Pank Partnership have provided a detailed cost analysis which is attached at

Appendix 1.

Their conclusions are as follows:
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10.

10.1.

10.2.

10.3.

9.2.1. The information provided has not allowed a detailed construction build
cost analysis to be completed. This is due to the fact that the
submission is for outline consent with a long delivery period. The lack
of a cost plan, detailed drawings and confirmed GIFA areas has meant
that assumptions have had to be made and the analysis has focussed
on the cost per square foot rates, abnormal costings, and the phasing

programme.

9.2.2. After the adjustment for the public art works, we can advise that the
revised build cost of | cauvates to a revised total
development cost of |l rer square foot. Holistically the scheme

offers value for money in the current market.

9.2.3. Due to inflationary pressures and the fact that the phasing
requirements are yet to be determined we recommend that a
detailed cost plan is requested with each phased detailed
submission. This is in order to assess the construction cost in more
detail at the current time and therefore avoiding having to make

assumptions for inflation based on BCIS indices.

General Appraisal Considerations

Finance Charges

The applicant’s appraisal assumes that the scheme will secure Il
I | our view, this is an incorrect assumption.

Through the current downturn, it has become increasingly difficult to secure debt
financing for development. Lenders have become increasingly reluctant to lend

either the amounts or at the rates at which they were previously prepared to lend.

We have therefore amended the appraisal to reflect an assumption that the
project will secure N  (Please see
Appendix 2). We have assumed that debt and equity with be used to fund the
project side-by-side. We have assumed that there will be no charge on the equity,
and that the return to the equity provider will be taken in the form of profit
through the course of the development programme. In our view, these
assumptions reflect a more likely funding scenario than that assumed by the

applicant in their submission.
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10.4.

10.5.

10.6.

10.7.

The revision to the project funding assumptions described above reduces the costs
to the scheme through lower interest charges and therefore the profit made is

improved.
Professional Fees

The applicant has assumed professional fees at [jjjjij of build cost. In the current
competitive environment and given the scale of the project we are of the view that
it would be possible to secure the professional fees at a lower rate than this. We
have therefore amended the appraisal to reflect professional fees at Jjjjj of build
cost but they could be lower. However at this stage it would be wise not to reduce

this element too far.
Contingencies

The adopted rate of Jjjij for construction costs may be considered low against
more current rate of Jjjjj- However, given the scale of the scheme, the actual
costing figure exceeds il and should consequently be sufficient. Nevertheless

this position should be borne in mind in any negotiations.
Appraisal Results

The following table shows the key features from the appraisal submitted by the

applicants, and compares it to the same features from Allsop’s revised appraisal.

Table 3

Applicant Allsop Appraisal Difference
Appraisal

Revenues
Residential Revenue

Other Revenue

GDV

Purchasers Costs / Fees

Net Realisation

Costs

Acquisition

Build Costs / Planning Gain

Professional Fees

Comme

rcial Letting Fees

Finance

Total Cost

Performance Measures

Profit

Profit On Cost

IRR
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10.8.

10.9.

10.10.

10.11.

11.

11.1.

11.2.

As can be seen, the amended appraisal on the residential element (excluding the
commercial fee elements which are all satisfactory) improves the viability position
of the scheme, through a reduction in professional fees, reductions in fees to sales
agents, and significantly through a reduction in finance charges due to adoption of

a debt/equity finance model.

If considered on a profit on cost basis alone, the amended appraisal shows a
return which would be likely to be considered acceptable in a good market but as

it is less than ] this could be considered as marginal in the current market.

However, the nature of the proposed scheme means that significant investment in
infrastructure and remediation works must be undertaken before any income can

be received into the project. Within the Allsop appraisal, the peak debt for the

project is . and occurs at Month 38 of the project. EEEEENEGEGNGEEEEE
e
I T his fact is

reflected in the geared Internal Rate of Return (“IRR") for the project, which is
I 2nd ungeared IRR at - As such, in our view it would be difficult to
secure debt finance from conventional market sources to allow development of a

project at this level of IRR.

We note that GL Hearn carried out a Development Appraisal in relation to
Community Space. We have not undertaken an individual appraisal for the
community space; however, having examined the appraisal we accept GL Hearn’s

findings and believe that the assumptions made are reasonable.

Conclusions & Recommendations

The proposals have been submitted in outline only and therefore much of the
detail in respect of design and materials are not available at this stage. We have
therefore made the assumption that such detail will be provided to a satisfactory
standard and quality. In particular a good quality will be a significant criteria for a
successful scheme given the poor standard of building which has occurred in some
examples of relatively new development especially some of the high rise blocks

fronting Stratford High Street.

The concept of a low rise development adopted by the subject proposals is to be
commended and should be retained. This has enabled the developer to promote a
stronger commercial element as well as focus on the waterfront characteristics of
the site in design terms. This should give the scheme a competitive edge in the

medium to long term.
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11.3.

11.4.

11.5.

11.6.

11.7.

11.8.

The commercial content appears to be slightly larger than would usually be
required but given its isolation from other commercial locations and its ability to
link with the existing Tesco at Bromley by Bow and the Three Mills film studios
does reflect an inherent potential which should be progressed in the interests of a

self sustaining true mixed use scheme along the lines of an “urban village”.

The hotel provision of some 350 rooms appears to be excessive given the
proximity of two large budget hotels in close proximity and the fact that the

development will be completed after the Olympics.

Links with the docklands light railway stations and Bromley by Bow underground
station requires improvement as public transport and good communications with
the City and Central London will be an important driver for the success of this

scheme.

The Commercial Property element rental figures adopted with incentives reflect
current market levels but the yields used are at the top end of the spectrum and
assume full occupation with lettings to tenants with a reasonable covenant status.
This is perhaps optimistic in the current market but assuming an improvement in
the economy such a position is not an unreasonable assumption given the length
of the project programme of some 10 years and the objective of creating an

“urban village” profile. .

The Residential content is significant resulting in a long term development
timetable with several phases over a timescale of some 10 years. However the
proportion affordable housing at 15% falls below the target of a minimum of 35%
set out in Policy H2 of the LB Newham Core Strategy. Furthermore, the split of
50% affordable rent and 50% DMS is at variance to the target within the Core
Strategy of 60%:40% in favour of affordable rent, although we understand that
the proposed split has been accepted by LB Newham Housing, and it does improve
viability. If subsidy to the affordable housing at the levels envisaged is not
available, the promoter has stated that they will not be able to deliver the 15%
affordable housing as proposed and an alternative lower level of provision will

need to be agreed.

The analysis of costs for construction is, on the whole acceptable, with only minor
concerns in certain areas at this stage. However, the analysis is incomplete as the
detail falls short of what will be required to understandable given the outline stage
of the proposal. The extent of “abnormals” to deal with and ground works and

contamination are significant areas of note.
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11.9.

11.10.

11.11.

11.12.

11.13.

The proposals for community use, subject of a separate appraisal, are unclear and
require defining in all areas. However this is not an unusual position for a project

at this stage of its development.

The development appraisal (see Appendix 2) produces a less than satisfactory
return on a face value basis of il of costs in the current market but will be
acceptable in a strong market and given the significant size of the scheme.
However this is far from being the only consideration on a viability assessment
with other criteria of the internal rate of return and negative equity flows being

determining factors in a large and long term project such as this.

We have re calculated the ungeared internal rate of return at il and geared
internal rate of return at Jiill- This falls significantly below that required by
capital equity investors which in the current market usually falls between Jjjij and
- However the IRR falls significantly ahead of 5 year swap rates of N
and 10 year swap rates of il (as at 01.06.2012). Against this test a large
international conglomerate, of which we understand the promoter is part is more
likely to have regard to an internal rate of return compared to the cost of money
(i.e. the rate at which it costs the return on its own capital employed) rather than
risk equity investors who are usually seeking a premium return. The il 'RR
achieved on this project falls between the swap rates and risk equity return
requirements and therefore on this test does reflect a reasonable position in

support of a viable project.

It will be noted from the cash flow arrangements that total debt requirements
result in a negative cash flow peaking in month 38 at - e are of the
opinion that senior debt resource from usual banking facilities would not be
available on a project based focus on this analysis and at this level and timescale
for a significant property development based scheme such as this. Without such
debt facilities mezzanine finance would equally not be forthcoming
notwithstanding the premium rates that would be required. The only possible debt
facility would be on a corporate recourse basis rather than on a specific project
non-recourse basis, which means that only the very largest development
companies with strong track records and positive cash flow profiles would be able
to negotiate an arrangement to cover the necessary criteria currently being set in
the banking sector for long term property development loans. Even in these
circumstances loan to value ratios would be no more than Jjjjij and in reality are

more likely to be ] at best.

The net result is that the viability of this project rests almost entirely on the

commitment of the subject promoter. Arguably the scheme is in a fringe location,
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Strand East / Sugar House Lane: Development Appraisal Review

although its size and content with water frontage does have the potential to create
a prime real estate product. Nevertheless the exposure of the project relying on
deliverability by a single international conglomerate group using a UK based new
company subsidiary represents a high risk on the one hand but is probably the
only realistic option to securing a development project in the current market.
Although there are other groups in the market who can be categorised in a similar
way the chances of an alternative promoter being found who can deliver such a
project will be limited. Consequently whilst it would be sensible not to lose the
interest and capability of the subject promoter, it must be recognised that this
project is entirely dependent on their whims and internal decision making
influenced by their external performance as an international multi faceted
conglomerate but with a core activity of retailing not external property

development.

11.14. For viability and deliverability to be attained we recommend that LTGDC secure
appropriate assurances from the promoter of their intentions to proceed and that

they have the equity and capital resources available and to be devoted to this

project.

11.15.

I For and on behalf of:

Chase & Partners
Allsop LLP

Philip Pank Partnership
29 June 2012

Page 18 of 156
Chase & Partners Page No 16



APPENDIX 1






2 NO. DEVELOPMENT OPTIONS

-at-

STRAND EAST, SUGAR HOUSE LANE, LONDON, E15

CONSTRUCTION COST ANALYSIS

CONTENTS

1.0 EXECUTIVE SUMMARY

2.0 BRIEF

3.0 INFORMATION RECEIVED

4.0 ACCOMMODATION SCHEDULE

5.0 OUTLINE CONSTRUCTION COSTS
6.0 ABNORMAL CONSTRUCTION COSTS
7.0 PHASING

8.0 CONCLUSION AND RECOMMENDATIONS

APPENDIX A - GL Hearn Limited - Option 1 10% Affordable Housing, Draft Appraisal for
Planning Purposes, May 08 2012

APPENDIX B - GL Hearn Limited - Option 2 15% Affordable Housing, Draft Appraisal for
Planning Purposes, May 08 2012

APPENDIX C -  Generic Cost Plan — Alternative Construction Methods — Day and Johnson Limited
18™ August 2010

APPENDIXD -  Abnormals Budget Costing Exercise, GL Hearn Limited 1* March 2012

12/050/kt

Page 21 of 156



2 NO. DEVELOPMENT OPTIONS

STRAND EAST, SUGAR HOUSE LANE, LONDON, E15

CONSTRUCTION COST ANALYSIS

1.0

2.0

EXECUTIVE SUMMARY

We would normally expect to receive a detailed cost plan in order to provide a robust analysis of
the proposed costs; unfortunately this information is not available at the current time. Our
analysis has therefore focused on the cost per square foot rates provided, the abnormals analysis,
planning submission documents and the outline development programme.

In our opinion the overall rates provided are competitive in the current market but would not be
sustainable over the course of the development programme.

Due to inflationary pressures, we recommend that a detailed cost plan is requested with each
phased detailed submission. This is in order to assess the construction cost in more detail at the
current time and therefore avoiding having to make assumptions for inflation based on BCIS
indices.

BRIEF

On the 10™ May 2012, Philip Pank Partnership were instructed in partnership with Allsop LLP
& Chase & Partners on behalf of Thames Gateway & the London Borough of Newham to
review the construction costs proposed in two development options.

Two affordable housing development options were assessed as part of the planning submission
of a large mixed use scheme complied by GL Hearn on the behalf of Landprop Holdings BV.
The proposed planning submission has two parts, firstly the outline permission for the entire
mixed use scheme and a detailed permission for a small element of the works labelled as ‘the
North East Corner’. In summary the mixed use development comprises:

1,192 No. Residential Units

12,593 M? (GIFA) Flexible use; Retail building class Al, Financial and Professional Services
class A2, restaurant cafes and bars classes A3/A4, offices and workshops lass B1, Non
Residential class D1 and assembly and leisure class D2

33,950 M? (GIFA) Offices and Workshops class B1

350 No. Bedroom hotel

A riverside park, pedestrian bridges, car motorcycles and cycle parking, and external works.

The detailed consent application for the North East Corner comprises:

8 No Residential units

300 M2 (GIFA) Financial and Professional Services, class A2

500 M? (GIFA) Public House bar, class A4

2,620 M? (GIFA) flexible office/workshop/non-residential institution, class (B1/D1)
8.170 M? (GIFA) Offices, class Bl

A public square

28 No. Parking spaces, 82 cycle spaces, hard and soft landscaping

12/050/kt 1.
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2 NO. DEVELOPMENT OPTIONS

STRAND EAST, SUGAR HOUSE LANE, LONDON, E15

CONSTRUCTION COST ANALYSIS

3.0

4.0

INFORMATION RECEIVED

The following documents have been received and reviewed as part of the Construction Cost
Analysis:

- Planning Submission and supporting documents

- GL Hearn Limited - Economic Viability Analysis and Justification in Respect of Strand
East, Sugar House Lane, Stratford, London E15.

- GL Hearn Limited - Option 1 10% Affordable Housing, Draft Appraisal for Planning
Purposes, May 08 2012

- GL Hearn Limited - Option 2 15% Affordable Housing, Draft Appraisal for Planning
Purposes, May 08 2012.

- Abnormals Budget Costing Exercise, 1st March 2012

Following receipt of the above documents, Philip Pank Partnership liaised directly with GL
Hearn and requested a detailed scheme cost plan and full GIFA Accommodation schedule in
order to carry out a full analysis of the proposed construction costs.

GL Hearn have advised that due to the outline nature of the consent, a detailed cost plan has not
yet been carried out. The proposed construction costs have been established by using cost per
square foot rates against an initial accommodation schedule. Further information on the cost per
square foot residential rate was provided in the following document, copy attached in Appendix
C.

Generic Cost Plan — Alternative Construction Methods — Day and Johnson Limited 18th August
2010

Due to the level of information provided our analysis has focused on the rates provided, the
abnormals analysis, and the outline development programme.

ACCOMMODATION SCHEDULE

As detailed above due to the outline nature of the scheme a detailed GIFA accommodation
schedule was not available. Philip Pank Partnership sought clarification regarding the
measurements being used for the estimate. GL Hearn advised that at this stage the design has
not been worked up to sufficient detail to differentiate between GIFA and GEA advising that the
areas used have been presumed to be GIFA. GL Hearn also advised that the planning
application is for the number of units and that sizes have not been specified. We can confirm the
following areas have been used in the proposed residential construction cost estimates.

12/050/kt 2.
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2 NO. DEVELOPMENT OPTIONS
STRAND EAST, SUGAR HOUSE LANE, LONDON, E15

CONSTRUCTION COST ANALYSIS

4.0 ACCOMMODATION SCHEDULE (CONTD)

Studio 50 M? GIFA
1 bedroom 50 M? GIFA
2 bedroom 70 M? GIFA
3 bedroom 102 M? GIFA
4 bedroom 123 M? GIFA
5 bedroom 137 M? GIFA

These areas comply with the standards detailed in the Planning Submission ‘Housing Statement’
and meet the London Housing Design Guide standards.

As aresult the following assumptions have been made in our analysis:
* The outline GIFA's provided in the Development Appraisal are correct.
» Internal building circulation areas have been included.

= Residential units will meet the London Housing Design Guide Standards.

5.0 OUTLINE CONSTRUCTION COSTS

There is a minor discrepancy between the construction costs provided in the GL Hearn Limited -
Option 1 10% Affordable Housing, Draft Appraisal for Planning Purposes, May 08 2012 & GL
Hearn Limited - Option 2 15% Affordable Housing, Draft Appraisal for Planning Purposes, May
08 2012.

Due to the marginal difference between the two models we have reviewed the construction costs
holistically using the slightly higher costs detailed in the 10% affordable development appraisal.
GL Hearn have advised that |l {igure is made up of the following components:-

£

Main Build Cost

Abnormals

Less Bus Subsidy

Less Mayoral Community Infrastructure Levy (CIL)

Less Education Contribution

TOTAL Build Cost

12/050/kt 3.
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2 NO. DEVELOPMENT OPTIONS

STRAND EAST, SUGAR HOUSE LANE, LONDON, E15

CONSTRUCTION COST ANALYSIS

5.0 OUTLINE CONSTRUCTION COSTS (CONTD.)
GL Hearn have advised that the cost per square foot rates used to generate the estimated figure
of I < as follows:
Residential
Mixed Use, Shell & Core
Business Units
Retail/Restaurant, Shell & Core
Community
Hotel per bedroom
Conference Space
These rates are inclusive of overheads and profit. GL Hearn’s, Quantity Surveyor, Johnson
Associates (UK) LTD have commented via email that, ‘there will need to be a thorough and
disciplined approach to Value Engineering the design to achieve these figures’. We agree with
this assumption that the rates used are very competitive.
Further information on the residential rate was supplied in the form of the following document:
Generic Cost Plan — Alternative Construction Methods — Day and Johnson Limited 18th August
2010
The ] PSF rate is based on the mean average of a cost plan for four different forms of
construction. Whilst the document is dated August 2010, these rates are still achievable and are
very competitive.
Based on a proposed total mixed use GIFA of approximately 2,155,160 square foot the
completed scheme with a cost of | cquates to a total development cost of | N
per square foot. Within the current market this rate is competitive.
We have concerns regarding the provided rates beyond the base costing date of May 2012. In
our opinion the rates provided are extremely bullish reflecting the current market. Considering
the proposed phased nature of the scheme with the last phase commencing in 2021-2022 we
recommend that a detailed cost plan is requested at each phased detailed planning submission in
order to allow a robust analysis. This will avoid the need to make assumptions based on the
BCIS indices.

12/050/kt 4.
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2 NO. DEVELOPMENT OPTIONS

STRAND EAST, SUGAR HOUSE LANE, LONDON, E15

CONSTRUCTION COST ANALYSIS

6.0

ABNORMAL CONSTRUCTION COSTS

There are a number of site abnormal costs which equate to a figure of |l i» total
within the proposed build cost estimate. These costs are described in the following document:

Abnormals Budget Costing Exercise, GL Hearn Limited 1* March 2012
In summary it is envisaged the following works will be required:

- Full basement car parking

- Retaining walls and river wall works

- Extensive Site demolition, and ground decontamination including Japanese knotweed
- Bridging over existing sewers

- Extensive service diversions

- Extensive External works

- Off site infrastructure enhancement

- Maintaining access to Three Mills

These costs have been analysed against the supporting planning documents. Their total cost
listed in the above document is higher than the figure of |l in the estimate at
B [t has been assumed that further information since the publication of document has
allowed the abnormal cost estimate to be reduced. At this early stage as advised within the
above document the figures provided are budgetary costings and we agree with the stated
intention to provide a BCIS Elemental Cost Plan once the schemes design has progressed.

At this stage the budgetary allowances in the absence of detailed drawings appear to be in the
higher price range for like works but at this stage of design development are not unreasonable.

With the exception of the public art works allowance figure of [Jjjjjilij Which we would not
consider to be part of the construction build costs, but be factored into the Section 106
agreement, the works detailed in the submitted documents are feasible considering a site of this
size and location

If the public art works are removed from the estimate the total build cost is reduced to
B v hich equates to a revised total development cost of |l per square foot.

12/050/kt 3.
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2 NO. DEVELOPMENT OPTIONS

STRAND EAST, SUGAR HOUSE LANE, LONDON, E15

CONSTRUCTION COST ANALYSIS

7.0

8.0

PHASING

As detailed on the provided Development Programme the proposed scheme is currently made up
of 10 phases. Phase 10 is scheduled to start construction in 2021-2022. The abnormals pricing
document advises that the phasing requirements are yet to be determined and phasing does not
appear to have been taken into account within the construction cost estimate. As a result we
recommend that the build costs are analysed for each phase as they are submitted for detailed
planning submission.

CONCLUSION AND RECOMMENDATIONS

In conclusion, the information provided has not allowed a detailed construction build cost
analysis to be completed. This is due to the fact that the submission is for outline consent with a
long delivery period. The lack of a cost plan, detailed drawings and confirmed GIFA areas has
meant that assumptions have had to be made and the analysis has focussed on the cost per square
foot rates, abnormal costings, and the phasing programme.

After the adjustment for the public art works we can advise that the revised build cost of
B cquates to a revised total development cost of |l per square foot.
Holistically the scheme offers value for money in the current market.

Due to inflationary pressures and the fact that the phasing requirements are yet to be determined
we recommend that a detailed cost plan is requested with each phased detailed submission. This
is in order to assess the construction cost in more detail at the current time and therefore
avoiding having to make assumptions for inflation based on BCIS indices.

12/050/kt 6.
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APPENDIX A

GL Hearn Limited - Option 1 10% Affordable Housing,
Draft Appraisal for Planning Purposes, May 08 2012
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APPENDIX B

GL Hearn Limited - Option 2 15% Affordable Housing,
Draft Appraisal for Planning Purposes, May 08 2012
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APPENDIX C

Generic Cost Plan — Alternative Construction Methods
— Day and Johnson Limited 18" August 2010
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APPENDIX D

Abnormals Budget Costing Exercise, GL Hearn Limited 1** March 2012
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APPRAISAL SUMMARY ALLSOP LLP

Landprop - Sugar House Lane
15% Affordable Housing

Summary Appraisal for All Merged Phases

REVENUE

Sales Valuation Units ft2 Rate ft2 Unit Price Gross Sales
Parking 1013 0
MU1 Private 7 3,767
MU1 Affordable 1 538
MU3 Private 27 19,072
MU3 Affordable 5 3,632
MUS5 Private 52 37,162
MU5 Affordable 9 6,432
R4 Private 104 83,418
R4 Affordable 18 14,438
R8 Private 101 78,358
R8 Affordable 18 13,965
R6 Private 99 87,683
R6 Affordable 18 15,942
R3 Private 124 106,313
R3 Affordable 22 18,862
R7 Private 54 40,797
R7 Affordable 10 7,555
R5 Private 74 65,252
R5 Affordable 13 11,463
R2 Private 167 138,735
R2 Affordable 29 24,092
R1 Private 148 129,185
R1 Affordable 26 22,695
MU4 Private 63 43,840
MU4 Affordable 11 7,655
Totals 2,213 980,752

Rental Area Summary Initial Net Rent Initial

Units ft2 Rate ft2 MRV/Unit at Sale MRV

MU1 Mixed 1 2,829
MU1 Business 1 107,484
MU1 Retail/Gastro 1 4,994
MU1 Community 1 32,981
MU1 Ground Rents 7
MU3 Mixed 1 4,136
MU3 Business 1 50,443
MU3 Hotel Rooms 350 178,500
MU3 Hotel conference etc 1 63,690
MU3 Ground Rents 27
MU5 Retail/Gastro 1 11,098
MUS Community 1 9,752
MU5 Ground Rents 52
R4 Retail/Gastro 1 11,216
R4 Ground Rents 104
MU2 Mixed 1 23,318
MU2 Business 1 257,990
MU2 Community 1 1,561
R8 Ground Rents 101
R6 Ground Rents 99
R3 Ground Rents 124
R7 Mixed 1 4,553
R7 Ground Rents 54
R5 Mixed 1 3,264
R5 Ground Rents 74
R2 Mixed 1 3,807

File: H:\Departmental\Residential_Investment-Development\Affordable_Housing\Consultancy\Work in progress\London\Newham - LB Newham :
ARGUS Developer Version: 5.00.005 Date: 18/06/2012
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APPRAISAL SUMMARY ALLSOP LLP

Landprop - Sugar House Lane
15% Affordable Housing

R2 Ground Rents

R1 Mixed

R1 Ground Rents

MU4 Mixed

MU4 Business

MU4 Ground Rents

Totals

Investment Valuation

File: H:\Departmental\Residential_Investment-Development\Affordable_Housing\Consultancy\Work in progress\London\Newham - LB Newham :
ARGUS Developer Version: 5.00.005 Date: 18/06/2012
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APPRAISAL SUMMARY ALLSOP LLP,

Landprop - Sugar House Lane
15% Affordable Housing
Agent Fees to date
Agent Fee - remaining purchases
Legal Fee to date
Legal Fee - remaining purchases

CONSTRUCTION COSTS

Construction Units Unit Amount Cost

Hotel Parking - Bsm. 160 un £20,000 3,200,000
ft2 Rate ft2 Cost

MU1 Mixed 3,143
MU1 Business 119,427
MU1 Retail/Gastro 4,994
MU1 Community 32,981
MU3 Mixed 4,596
MU3 Business 56,048
MU3 Hotel Rooms 178,500
MU3 Hotel conference etc 63,690
MUS5 Retail/Gastro 11,098
MU5 Community 9,752
R4 Retail/Gastro 11,216
MU2 Mixed 25,909
MU2 Business 286,656
MU2 Community 1,561
R7 Mixed 5,059
R5 Mixed 3,627
R2 Mixed 4,230
R1 Mixed 5,651
MU4 Mixed 19,429
MU4 Business 22,734
MU1 Private 5,802
MU1 Affordable 829
MU3 Private 24,831
MU3 Affordable 4,598
MUS5 Private 47,302
MU5 Affordable 8,187
R4 Private 102,449
R4 Affordable 17,731
R8 Private 105,738
R8 Affordable 18,844
R6 Private 115,335
R6 Affordable 20,970
R3 Private 135,256
R3 Affordable 23,997
R7 Private 56,382
R7 Affordable 10,441
R5 Private 86,594
R5 Affordable 15,212
R2 Private 182,620
R2 Affordable 31,713
R1 Private 167,483
R1 Affordable 29,423
MU4 Private 62,251
MU4 Affordable 10,869
Totals 2,155,158
Contingency
Demolition

Primary Roads
Secondary Roads
Subsidy to support new Bus Service

File: H:\Departmental\Residential_Investment-Development\Affordable_Housing\Consultancy\Work in progress\London\Newham - LB Newham :
ARGUS Developer Version: 5.00.005 Date: 18/06/2012
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APPRAISAL SUMMARY ALLSOP LLP,

Landprop - Sugar House Lane

15% Affordable Housing
Mayoral CIL 3,642,460
Education in the vicinity 2,390,000

Other Construction
Bio Remediation
Underground Obstructions
Water Table Pumping
Foundations over major sewers
On Site Diversions
Surface Water Attenuation
Japanese Knotweed Treatment
External Areas
Riverside Park / Three Mills Hub
Off site infrastructure works
River Wall works
Canal Work
Pedestrian Bridges - 2No.
Vehicle Bridge
Abnormal Site Costs
Off Site Stat Diversions
Off Site Road Works
136 Commercial Bsm Parking i
912 Bsm Resi Parking |JJli]
101 Semi Bsm Resi Parking ||
Resi Parking abnormals
Works to OPLC Bridge
Public Art - Tower sculpture

PROFESSIONAL FEES
Professional Fees

MARKETING & LETTING
Letting Agent Fee
Letting Legal Fee

Interest and Fees
Interest paid to Debt Sources:

Debt SN

Total Interest paid to Debt Sources:
Total Interest Paid
TOTAL COSTS

PROFIT
Equity

Residual Percentage ||| R

Performance Measures
Profit on Cost%
Profit on GDV%

Ungeared IRR%
Geared IRR% (without Interest)

File: H:\Departmental\Residential_Investment-Development\Affordable_Housing\Consultancy\Work in progress\London\Newham - LB Newham :
ARGUS Developer Version: 5.00.005 Date: 18/06/2012
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GL Hearn Limited

Development Appraisal

Landprop - Sugar House Lane

10% Affordable Housing

Draft Appraisal for Planning Purposes

Report Date: May 08, 2012
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TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
10% Affordable Housing

Timescale (Duration in months)

Project commences Oct 2011

Phase 1: Land and Infrastructure Costs

Stage Name
Phase Start
Purchase/Planning
Pre-Construction
Construction
Phase End

Phase Length

Phase 2: MU1 Commercial
Stage Name

Phase Start

Purchase / Planning
Pre-Construction
Construction

Letting

Phase End

Phase Length

Phase 3: MU1 Private
Stage Name

Phase Start
Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 4: MU1 Affordable
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 5: MU3 Other Commercial
Stage Name

Phase Start

Purchase

Pre-Construction

Construction

Letting

Phase End

Phase Length

Phase 6: MU3 Hotel
Stage Name

Phase Start
Purchase / Planning
Pre-Construction
Construction

Phase End

Phase Length

Phase 7: MU3 Private
Stage Name

Phase Start
Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 8: MU3 Affordable
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 9: MU5 Hub Commercial
Stage Name

Phase Start

Purchase / Planning
Pre-Construction

Construction

Letting

Phase End

Phase Length

Duration
6

14

24

44

Duration
6

14
18

Duration
6

17

12

36

Duration
6

17

12

12

35

Duration
6

14
18

Duration
6

14

18

38
Duration
6

18

14

3

Ll
Duration
6

18

14

14

38

Duration

6
21

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2013
May 2019

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2013

Start Date
Oct 2011
Oct 2011
Apr 2012
Sep 2013
Sep 2014
Sep 2014

Start Date
Oct 2011
Oct 2011
Apr 2012
Sep 2013
Sep 2013
Aug 2014

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2013

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2013
Dec 2014

Start Date
Oct 2011
Oct 2011
Apr 2012
Oct 2013
Dec 2014
Feb 2015

Start Date
Oct 2011
Oct 2011
Apr 2012
Oct 2013
Oct 2013
Nov 2014

Start Date
Oct 2011
Oct 2011
Apr 2012

End Date

Mar 2012
May 2013
May 2015

End Date

Mar 2012
May 2013
Nov 2014

End Date

Mar 2012
Aug 2013
Aug 2014
Sep 2014

End Date

Mar 2012
Aug 2013
Aug 2014
Aug 2014

End Date

Mar 2012
May 2013
Nov 2014

End Date

Mar 2012
May 2013
Nov 2014

End Date

Mar 2012
Sep 2013
Nov 2014
Feb 2015

End Date

Mar 2012
Sep 2013
Nov 2014
Nov 2014

End Date

Mar 2012
Dec 2013

Anchored To

Phase Start
Purchase/Planning
Pre-Construction

Anchored To

Phase Start
Purchase / Planning
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase / Planning
Pre-Construction

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase / Planning
Pre-Construction
Post Development

Aligned

Start
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

File: J:\visualdeveloper\Data\Landprop\SHL\April 2012\Final Appraisals for FVA\SHL Draft Appraisal 270412 10% affordable.wcf

ARGUS Developer Version: 5.00.001

GL HEARN LIMITED

Date: 5/8/2012
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TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane

10% Affordable Housing

Timescale (Duration in months)

Phase 10: MU5 Private

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 1
Construction 18
Sale 6
Phase End

Phase Length 48
Phase 11: MU5 Affordable

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 21
Construction 18
Sale 18
Phase End

Phase Length 45
Phase 12: R4 Commercial

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 21
Construction 18
Letting

Phase End

Phase Length

Phase 13: R4 Private

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 21
Construction 18
Sale 11
Phase End

Phase Length 50
Phase 14: R4 Affordable

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 21
Construction 18
Sale 18
Phase End

Phase Length 45
Phase 15: R8 Private

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 33
Construction 24
Sale 22
Phase End

Phase Length 73
Phase 16: R8 Affordable

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 33
Construction 24
Sale 24
Phase End

Phase Length 63
Phase 17: R6 Private

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 33
Construction 24
Sale 22
Phase End

Phase Length 73
Phase 18: R6 Affordable

Stage Name Duration
Phase Start

Purchase 6
Pre-Construction 33
Construction 24
Sale 24
Phase End

Phase Length 63

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2014
Apr 2015
Sep 2015

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2014
Jan 2014
Jun 2015

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2014

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2014
Jan 2015
Nov 2015

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2014
Jan 2014
Jun 2015

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2015
Jan 2016
Oct 2017

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2015
Jan 2015
Dec 2016

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2015
Jan 2016
Oct 2017

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2015
Jan 2015
Dec 2016

End Date

Mar 2012
Dec 2013
Jun 2015
Sep 2015

End Date

Mar 2012
Dec 2013
Jun 2015
Jun 2015

End Date

Mar 2012
Dec 2013
Jun 2015

End Date

Mar 2012
Dec 2013
Jun 2015
Nov 2015

End Date

Mar 2012
Dec 2013
Jun 2015
Jun 2015

End Date

Mar 2012
Dec 2014
Dec 2016
Oct 2017

End Date

Mar 2012
Dec 2014
Dec 2016
Dec 2016

End Date

Mar 2012
Dec 2014
Dec 2016
Oct 2017

End Date

Mar 2012
Dec 2014
Dec 2016
Dec 2016

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End
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TIMESCALE & ASSUMPTIONS GL HEARN LIMITED

Landprop - Sugar House Lane
10% Affordable Housing

Timescale (Duration in months)

Phase 19: R3 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 50 Apr 2012 May 2016 Purchase End

Construction 19 Jun 2016 Dec 2017 Pre-Construction End

Sale 13 Oct 2017 Oct 2018 Income Flow End

Phase End Oct 2018

Phase Length 85

Phase 20: R3 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 50 Apr 2012 May 2016 Purchase End

Construction 19 Jun 2016 Dec 2017 Pre-Construction End

Sale 19 Jun 2016 Dec 2017 Income Flow End

Phase End Dec 2017

Phase Length 75

Phase 21: R7 Commercial

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 62 Apr 2012 May 2017 Purchase End

Construction 19 Jun 2017 Dec 2018 Pre-Construction End

Letting Post Development End

Phase End

Phase Length

Phase 22: R7 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 62 Apr 2012 May 2017 Purchase End

Construction 19 Jun 2017 Dec 2018 Pre-Construction End

Sale 14 Oct 2018 Nov 2019 Income Flow End

Phase End Nov 2019

Phase Length 98

Phase 23: R7 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned

Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 62 Apr 2012 May 2017 Purchase End

Construction 19 Jun 2017 Dec 2018 Pre-Construction End

Sale 19 Jun 2017 Dec 2018 Income Flow End

Phase End Dec 2018

Phase Length 87

Phase 24: R5 Commercial

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 62 Apr 2012 May 2017 Purchase End

Construction 19 Jun 2017 Dec 2018 Pre-Construction End

Letting Post Development End

Phase End

Phase Length

Phase 25: R5 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 62 Apr 2012 May 2017 Purchase End

Construction 19 Jun 2017 Dec 2018 Pre-Construction End

Sale 14 Aug 2018 Sep 2019 Income Flow End

Phase End Sep 2019

Phase Length 96

Phase 26: R5 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 62 Apr 2012 May 2017 Purchase End

Construction 19 Jun 2017 Dec 2018 Pre-Construction End

Sale 19 Jun 2017 Dec 2018 Income Flow End

Phase End Dec 2018

Phase Length 87

Phase 27: R2 Commercial

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 74 Apr 2012 May 2018 Purchase End

Construction 19 Jun 2018 Dec 2019 Pre-Construction End

Letting Post Development End

Phase End

Phase Length
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TIMESCALE & ASSUMPTIONS GL HEARN LIMITED

Landprop - Sugar House Lane
10% Affordable Housing

Timescale (Duration in months)

Phase 28: R2 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 74 Apr 2012 May 2018 Purchase End

Construction 19 Jun 2018 Dec 2019 Pre-Construction End

Sale 18 Oct 2019 Mar 2021 Income Flow End

Phase End Mar 2021

Phase Length 114

Phase 29: R1 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 86 Apr 2012 May 2019 Purchase End

Construction 19 Jun 2019 Dec 2020 Pre-Construction End

Sale 19 Jun 2019 Dec 2020 Income Flow End

Phase End Dec 2020

Phase Length 111

Phase 30: R2 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 74 Apr 2012 May 2018 Purchase End

Construction 19 Jun 2018 Dec 2019 Pre-Construction End

Sale 19 Jun 2018 Dec 2019 Income Flow End

Phase End Dec 2019

Phase Length 99

Phase 31: R1 Commercial

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 86 Apr 2012 May 2019 Purchase End

Construction 19 Jun 2019 Dec 2020 Pre-Construction End

Letting Post Development End

Phase End

Phase Length

Phase 32: R1 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 86 Apr 2012 May 2019 Purchase End

Construction 19 Jun 2019 Dec 2020 Pre-Construction End

Sale 16 Jan 2021 Apr 2022 Income Flow End

Phase End Apr 2022

Phase Length 127

Phase 33: MU4 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 57 Apr 2012 Dec 2016 Purchase End

Construction 12 Jan 2017 Dec 2017 Pre-Construction End

Sale 12 Jan 2018 Dec 2018 Income Flow End

Phase End Dec 2018

Phase Length 87

Phase 34: MU4 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 57 Apr 2012 Dec 2016 Purchase End

Construction 12 Jan 2017 Dec 2017 Pre-Construction End

Sale 12 Jan 2017 Dec 2017 Income Flow End

Phase End Dec 2017

Phase Length 75

Phase 35: MU4 Mixed Use

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase / Planning 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 57 Apr 2012 Dec 2016 Purchase / Planning End

Construction 12 Jan 2017 Dec 2017 Pre-Construction End

Letting Post Development End

Phase End

Phase Length

Phase 36: MU2 Commercial

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase / Planning 6 Oct 2011 Mar 2012 Phase Start Start

Pre-Construction 85 Apr 2012 Apr 2019 Purchase / Planning End

Construction 36 May 2019 Apr 2022 Pre-Construction End

Letting Post Development End

Phase End

Phase Length

Project Length - (Merged Phases - Includes Exit Period)
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TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
10% Affordable Housing

GL HEARN LIMITED

Assumptions

Expenditure

Professional Fees are based on Construction including Contingency + Demolition & Road / Site Works

(Manual relations applied to some Professional Fees)
Purchaser's Costs are based on Net Capitalisation
Purchaser's Costs Deducted from Sale (Not added to Cost)
Sales Fees are based on Gross Capitalisation

Sales Fees Deducted from Sale (Not added to Cost)

Receipts

Show tenant's true income stream On
Offset income against development costs Off
Rent payment cycle Monthly
Apply rent payment cycle to all tenants On
Renewal Void and Rent Free apply to first renewal only Off
Growth starts from lease start date Off
Deduct Ground Rent from Stepped Rent, Off
Initial Yield Valuation Method Off
Default Capitalisation Yield 0.0000%
Apply Default Capitalisation to All Tenants Off
Default stage for Sale Date Off
Align end of income stream to Sale Date Off
Apply align end of income stream to all tenants On

When the Capital Value is modified in the cash flow
Valuation Tables are

Deduct Post-Sale Tl Costs & Lease Comm. from Cap. Value
Rent Free method

Finance

Financing Method

Recalculate the Yield
Annually in Arrears

Off

Defer start of Tenant's Rent

Basic (Interest Sets)

Interest Compounding Period Quarterly

Interest Charging Period Monthly

Nominal rates of interest used

Calculate interest on Payments/Receipts in final period Off

Include interest and Finance Fees in IRR Calculations Off

Automatic Inter-account transfers Off

Manual Finance Rate for Profit Erosion Off
Calculation

Site Payments In Arrears

Other Payments In Arrears

Negative Land In Advance

Receipts In Advance

Initial IRR Guess Rate ]

Minimum IRR -100%

Maximum IRR 99999%

Manual Discount Rate Off

IRR Tolerance 0.001000

Letting and Rent Review Fees are calculated on
Development Yield and Rent Cover are calculated on

Net of Deductions
MRYV at Sale Date(s)

Include Tenants with no Capital Value On
Include Turnover Rent Off
Net of Non-Recoverable costs On
Net of Ground Rent deductions On
Net of Rent Additions/Costs Off

Leasing Commissions are calculated

Value Added Tax

After Non-Recoverable cost deductions
For the First Term of the lease only

Global VAT Rate 0.00%
Global Recovery Rate 0.00%
Recovery Cycle every 2 months

1st Recovery Month 0 (Sep 2011)
VAT Calculations in Cash Flow On

Residual

Land Cost Mode

Distribution

Construction Payments are paid on
Sales Receipts are paid on
Sales Deposits are paid on

Interest Sets

Interest Set 1

Debit Rate Credit Rate
| |

Months
Perpetuity

Fixed Land Value

S-Curve
Monthly curve
Monthly curve

Start Date
Oct 2011
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TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
10% Affordable Housing

Assumptions

Inflation and Growth
Growth Sets
Growth Set 1

Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 2
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 3
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 4
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 5
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 6
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 7
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 8
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Inflation Sets

Inflation Set 1
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Inflation Set 2
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Inflation Set 3
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity
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Oct 2011
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Start Date
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Start Date
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Start Date
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Start Date
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Start Date
Oct 2011

Start Date
Oct 2011
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TIMESCALE & ASSUMPTIONS GL HEARN LIMITED

Landprop - Sugar House Lane
10% Affordable Housing

Assumptions

Inflation Set 4
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 5
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 6
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 7
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 8
Inflation/Growth for this set is calculated in advance
This set is not stepped
Rate Months Start Date
0.00% Perpetuity Oct 2011
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APPRAISAL SUMMARY GL HEARN LIMITED
Landprop - Sugar House Lane
10% Affordable Housing

Summary Appraisal for All Merged Phases

REVENUE

Sales Valuation Units ft2
Resi Parking 1013 0
MU1 Private 7 3,768
MU1 Affordable 1 538
MUS Private 29 20,485
MUS Affordable 3 2,119
MUS Private 55 39,306
MU5 Affordable 6 4,288
R4 Private 110 88,231
R4 Affordable 12 9,625
R8 Private 107 83,013
R8 Affordable 12 9,310
R6 Private 105 92,997
R6 Affordable 12 10,628
R3 Private 131 112,315
R3 Affordable 15 12,860
R7 Private 58 43,819
R7 Affordable 6 4,533
R5 Private 78 68,779
R5 Affordable 9 7,936
R2 Private 177 145,939
R1 Affordable 17 14,839
R2 Affordable 20 16,490
R1 Private 157 137,041
MU4 Private 67 46,624
MU4 Affordable 7 4.871
Totals 2,214 980,353

Rental Area Summary Initial Net Rent Initial

Units ft2 Rate ft2 MRV/Unit at Sale MRV

MU1 Mixed 1 2,829
MU1 Business 1 107,484
MU1 Retail/Gastro 1 4,994
MU1 Community 1 32,981
MU1 Ground Rents 7
MU3 Mixed 1 4,136
MUS Business 1 50,443
MU3 Hotel Rooms 350 178,500
MU3 Hotel conference etc 1 63,690
MU3 Ground Rents 29
MUS5 Retail/Gastro 1 11,098
MU5 Community 1 9,752
MUS Ground Rents 55
R4 Retail/Gastro 1 11,216
R4 Ground Rents 110
R8 Ground Rents 107
R6 Ground Rents 105
R3 Ground Rents 131
R7 Mixed 1 4,553
R7 Ground Rents 58
R5 Mixed 1 3,264
R5 Ground Rents 78
R2 Mixed 1 3,807
R2 Ground Rents 177
R1 Mixed 1 5,086
R1 Ground Rents 157
MU4 Ground Rents 67
MU4 Mixed 1 17,486
MU4 Business 1 20,461
MU2 Mixed 1 23,318
MU2 Business 1 257,990
MU2 Community. 1 1.561
Totals 1,450 814,650

Investment Valuation
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APPRAISAL SUMMARY GL HEARN LIMITED

Landprop - Sugar House Lane
o :

GROSS DEVELOPMENT VALUE

Purchaser's Costs
NET DEVELOPMENT VALUE

Sales Agent Fee
Sales Agent Fee
Sales Agent Fee
Sales Legal Fee
Sales Legal Fee

NET REALISATION
OUTLAY

ACQUISITION COSTS
Land Purchased from Receiver
Land Purchased from OPLC
Remaining Land Purchases
Total Acquisition G
Stamp Duty
Agents Fees to date
Agent Fee - remaining purchases
Legal Fees to date
Legal Fees - remaining purchases
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APPRAISAL SUMMARY

Landprop - Sugar House Lane

10% Affordable Housing

CONSTRUCTION COSTS

Construction Units
Hotel Parking - Bsm. 160 un
ft2
MU1 Mixed 3,143
MU1 Business 119,427
MU1 Retail/Gastro 4,994
MU1 Community 32,981
MU3 Mixed 4,596
MUS3 Business 56,048
MU3 Hotel Rooms 178,500
MUS Hotel conference etc 63,690
MUS5 Retail/Gastro 11,098
MUS5 Community 9,752
R4 Retail/Gastro 11,216
R7 Mixed 5,059
R5 Mixed 3,627
R2 Mixed 4,230
R1 Mixed 5,651
MU4 Mixed 19,429
MU4 Business 22,734
MU2 Mixed 25,909
MU2 Business 286,656
MU2 Community 1,561
MU1 Private 5,802
MU1 Affordable 829
MU3 Private 26,670
MUS3 Affordable 2,759
MUS Private 50,030
MUS5 Affordable 5,458
R4 Private 108,359
R4 Affordable 11,821
R8 Private 112,020
R8 Affordable 12,563
R6 Private 122,325
R6 Affordable 13,980
R3 Private 142,891
R3 Affordable 16,362
R7 Private 60,558
R7 Affordable 6,265
R5 Private 91,274
R5 Affordable 10,532
R2 Private 192,573
R1 Affordable 19,238
R2 Affordable 21,760
R1 Private 177,668
MU4 Private 66,203
MU4 Affordable 6,917
Totals 2,155,160
Contingency
Demolition

Primary Roads
Secondary Roads

Subsidy to support new Bus Service

Mayoral CIL
Education in the vicinity

Other Construction
Bio Remediation
Underground Obstructions
Water Table Pumping
Foundations over major sewers
On Site Diversions
Surface Water Attenuation
Japanese Knotweed treatment
External Areas
Riverside Park / Three Mills Hub
Off Site Infrastructure Works
River Wall Works
Canal Work
Pedestrian Bridges - 2No.
Vehicle Bridge
Abnormal Site Costs
Off Site Stat Diversions
Off Site Roadworks

136 Commercial Bsm Parking

912 Bsm Resi Parking

101 Semi Bsm Resi Parking
Resi Parking Abnormals
Works to OPLC Bridge
Public Art - Tower sculpture

PROFESSIONAL FEES
Professional Fees

MARKETING & LETTING
Letting Agent Fee
Letting Legal Fee
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APPRAISAL SUMMARY GL HEARN LIMITED
Landprop - Sugar House Lane
10% Affordable Housing
FINANCE
Debit Rate jll Credit Rate [ _—
Total Finance Cost

TOTAL COSTS

PROFIT

Performance Measures
Profit on Cost%
Profit on GDV%
Profit on NDV%
Development Yield% (on MRV)
Equivalent Yield% (Nominal)
Equivalent Yield% (True)

IRR

Rent Cover

Profit Erosion GGG
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GL Hearn Limited

Development Appraisal

Landprop - Sugar House Lane

15% Affordable Housing

Draft Appraisal for Planning Purposes

Report Date: May 09, 2012
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TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
15% Affordable Housing

Timescale (Duration in months)

Project commences Oct 2011
Phase 1: Land and Infrastructure Costs

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase/Planning 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 14 Apr 2012 May 2013 Purchase/Planning
Construction 24 Jun 2013 May 2015 Pre-Construction
Phase End May 2019

Phase Length 44

Phase 2: MU1 Commercial

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase / Planning 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 14 Apr 2012 May 2013 Purchase / Planning
Construction Pre-Construction
Letting Post Development
Phase End

Phase Length

Phase 3: MU1 Private

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 17 Apr 2012 Aug 2013 Purchase
Construction 12 Sep 2013 Aug 2014 Pre-Construction
Sale Sep 2014 Sep 2014 Income Flow
Phase End Sep 2014

Phase Length 36

Phase 4: MU1 Affordable

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 17 Apr 2012 Aug 2013 Purchase
Construction 12 Sep 2013 Aug 2014 Pre-Construction
Sale 12 Sep 2013 Aug 2014 Income Flow
Phase End Aug 2014

Phase Length 35

Phase 5: MU3 Other Commercial

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 14 Apr 2012 May 2013 Purchase
Construction 18 Jun 2013 Nov 2014 Pre-Construction
Letting Post Development
Phase End

Phase Length

Phase 6: MU3 Hotel

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase / Planning 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 14 Apr 2012 May 2013 Purchase / Planning
Construction 18 Jun 2013 Nov 2014 Pre-Construction
Phase End Dec 2014

Phase Length 38

Phase 7: MU3 Private

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 18 Apr 2012 Sep 2013 Purchase
Construction 12 Oct 2013 Sep 2014 Pre-Construction
Sale 3 Oct 2014 Dec 2014 Income Flow
Phase End Dec 2014

Phase Length 39

Phase 8: MU3 Affordable

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 18 Apr 2012 Sep 2013 Purchase
Construction 12 Oct 2013 Sep 2014 Pre-Construction
Sale 12 Oct 2013 Sep 2014 Income Flow
Phase End Sep 2014

Phase Length 36

Phase 9: MU5 Hub Commercial

Stage Name Duration Start Date End Date Anchored To
Phase Start Oct 2011

Purchase / Planning 6 Oct 2011 Mar 2012 Phase Start
Pre-Construction 21 Apr 2012 Dec 2013 Purchase / Planning
Construction 17 Jan 2014 May 2015 Pre-Construction
Letting Post Development
Phase End

Phase Length

GL HEARN LIMITED

Aligned Offset

Start
End
End

Aligned Offset

Start
End
End
End

Aligned Offset

Start
End
End
End

Aligned Offset

Start
End
End
End

Aligned Offset

Start
End
End
End

Aligned Offset

Start
End
End

Aligned Offset

Start
End
End
End

Aligned Offset

Start
End
End
End

Aligned Offset

Start
End
End
End
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TIMESCALE & ASSUMPTIONS GL HEARN LIMITED

Landprop - Sugar House Lane
15% Affordable Housing

Timescale (Duration in months)

Phase 10: MU5 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 21 Apr 2012 Dec 2013 Purchase End
Construction 18 Jan 2014 Jun 2015 Pre-Construction End
Sale 6 Apr 2015 Sep 2015 Income Flow End
Phase End Sep 2015

Phase Length 48

Phase 11: MU5 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 21 Apr 2012 Dec 2013 Purchase End
Construction 18 Jan 2014 Jun 2015 Pre-Construction End
Sale 18 Jan 2014 Jun 2015 Income Flow End
Phase End Jun 2015

Phase Length 45

Phase 12: R4 Commercial

Stage Name Duration Start Date End Date Anchored To Aligned
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 21 Apr 2012 Dec 2013 Purchase End
Construction 17 Jan 2014 May 2015 Pre-Construction End
Letting Post Development End
Phase End

Phase Length

Phase 13: R4 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 21 Apr 2012 Dec 2013 Purchase End
Construction 18 Jan 2014 Jun 2015 Pre-Construction End
Sale 11 Jan 2015 Nov 2015 Income Flow End
Phase End Nov 2015

Phase Length 50

Phase 14: MU2 Commercial

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase / Planning 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 105 Apr 2012 Dec 2020 Purchase / Planning End
Construction 12 Jan 2021 Dec 2021 Pre-Construction End
Letting Post Development End
Phase End

Phase Length

Phase 15: R4 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 21 Apr 2012 Dec 2013 Purchase End
Construction 18 Jan 2014 Jun 2015 Pre-Construction End
Sale 18 Jan 2014 Jun 2015 Income Flow End
Phase End Jun 2015

Phase Length 45

Phase 16: R8 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 33 Apr 2012 Dec 2014 Purchase End
Construction 24 Jan 2015 Dec 2016 Pre-Construction End
Sale 22 Jan 2016 Oct 2017 Income Flow End
Phase End Oct 2017

Phase Length 73

Phase 17: R8 Affordable

Stage Name Duration Start Date End Date Anchored To Aligned
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 33 Apr 2012 Dec 2014 Purchase End
Construction 24 Jan 2015 Dec 2016 Pre-Construction End
Sale 24 Jan 2015 Dec 2016 Income Flow End
Phase End Dec 2016

Phase Length 63

Phase 18: R6 Private

Stage Name Duration Start Date End Date Anchored To Aligned Offset
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012 Phase Start Start
Pre-Construction 33 Apr 2012 Dec 2014 Purchase End
Construction 24 Jan 2015 Dec 2016 Pre-Construction End
Sale 22 Jan 2016 Oct 2017 Income Flow End
Phase End Oct 2017

Phase Length 73

File: J:\visualdeveloper\Data\Landprop\SHL\April 2012\Final Appraisals for FVA\SHL Draft Appraisal 270412 15% affordable.wcf
ARGUS Developer Version: 5.00.001 Date: 5/9/2012

Page 115 of 156



TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
15% Affordable Housing

Timescale (Duration in months)

Phase 19: R6 Affordable
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 20: R3 Private
Stage Name

Phase Start
Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 21: R3 Affordable
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 22: R7 Commercial
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Letting

Phase End

Phase Length

Phase 23: R7 Private
Stage Name

Phase Start
Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 24: R7 Affordable
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 25: R5 Commercial
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Letting

Phase End

Phase Length

Phase 26: R5 Private
Stage Name

Phase Start
Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Phase 27: R5 Affordable
Stage Name

Phase Start

Purchase
Pre-Construction
Construction

Sale

Phase End

Phase Length

Duration
6

33

24

24

63

Duration
6

50

19

13

85

Duration
6

50

19

19

75

Duration

6
62

Duration
6

62

19

14

98

Duration
6

62

19

19

87

Duration

6
62

Duration

6
62
19
14

96

Duration

6
62
19
19

87

Start Date
Oct 2011
Oct 2011
Apr 2012
Jan 2015
Jan 2015
Dec 2016

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2016
Oct 2017
Oct 2018

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2016
Jun 2016
Dec 2017

Start Date
Oct 2011
Oct 2011
Apr 2012

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2017
Oct 2018
Nov 2019

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2017
Jun 2017
Dec 2018

Start Date
Oct 2011
Oct 2011
Apr 2012

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2017
Aug 2018
Sep 2019

Start Date
Oct 2011
Oct 2011
Apr 2012
Jun 2017
Jun 2017
Dec 2018

End Date

Mar 2012
Dec 2014
Dec 2016
Dec 2016

End Date

Mar 2012
May 2016
Dec 2017
Oct 2018

End Date

Mar 2012
May 2016
Dec 2017
Dec 2017

End Date

Mar 2012
May 2017

End Date

Mar 2012
May 2017
Dec 2018
Nov 2019

End Date

Mar 2012
May 2017
Dec 2018
Dec 2018

End Date

Mar 2012
May 2017

End Date

Mar 2012
May 2017
Dec 2018
Sep 2019

End Date

Mar 2012
May 2017
Dec 2018
Dec 2018

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

GL HEARN LIMITED

Aligned Offset
Start

End

End

End

Aligned Offset
Start

End

End

End

Aligned Offset
Start

End

End

End

Aligned Offset
Start

End

End

End

Aligned Offset
Start

End

End

End

Aligned Offset
Start

End

End

End

Aligned Offset
Start

End

End

End

Aligned Offset
Start

End

End

End

Aligned Offset

Start
End
End
End
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TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
15% Affordable Housing

Timescale (Duration in months)

Phase 28: R2 Commercial

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 74 Apr 2012 May 2018
Construction

Letting

Phase End

Phase Length

Phase 29: R2 Private

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 74 Apr 2012 May 2018
Construction 19 Jun 2018 Dec 2019
Sale 18 Oct 2019 Mar 2021
Phase End Mar 2021

Phase Length 114

Phase 30: R2 Affordable

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 74 Apr 2012 May 2018
Construction 19 Jun 2018 Dec 2019
Sale 19 Jun 2018 Dec 2019
Phase End Dec 2019

Phase Length 99

Phase 31: R1 Commercial

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 86 Apr 2012 May 2019
Construction 19 Jun 2019 Dec 2020
Letting

Phase End

Phase Length

Phase 32: R1 Private

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 86 Apr 2012 May 2019
Construction 19 Jun 2019 Dec 2020
Sale 16 Jan 2021 Apr 2022
Phase End Apr 2022

Phase Length 127

Phase 33: R1 Affordable

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 86 Apr 2012 May 2019
Construction 19 Jun 2019 Dec 2020
Sale 19 Jun 2019 Dec 2020
Phase End Dec 2020

Phase Length 111

Phase 34: MU4 Mixed Use

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase / Planning 6 Oct 2011 Mar 2012
Pre-Construction 57 Apr 2012 Dec 2016
Construction 12 Jan 2017 Dec 2017
Letting

Phase End

Phase Length

Phase 35: MU4 Private

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 57 Apr 2012 Dec 2016
Construction 12 Jan 2017 Dec 2017
Sale 12 Jan 2018 Dec 2018
Phase End Dec 2018

Phase Length 87

Phase 36: MU4 Affordable

Stage Name Duration Start Date End Date
Phase Start Oct 2011

Purchase 6 Oct 2011 Mar 2012
Pre-Construction 57 Apr 2012 Dec 2016
Construction 12 Jan 2017 Dec 2017
Sale 12 Jan 2017 Dec 2017
Phase End Dec 2017

Phase Length 75

Project Length 136 (Merged Phases - Includes Exit Period)

Anchored To

Phase Start
Purchase
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase / Planning
Pre-Construction
Post Development

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Anchored To

Phase Start
Purchase
Pre-Construction
Income Flow

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End

Aligned

Start
End
End
End
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Offset

Offset

Offset

Offset

Date: 5/9/2012

Page 117 of 156



TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
15% Affordable Housing

GL HEARN LIMITED

Assumptions

Expenditure

Professional Fees are based on Construction including Contingency + Demolition & Road / Site Works

(Manual relations applied to some Professional Fees)
Purchaser's Costs are based on Net Capitalisation
Purchaser's Costs Deducted from Sale (Not added to Cost)
Sales Fees are based on Gross Capitalisation

Sales Fees Deducted from Sale (Not added to Cost)

Receipts

Show tenant's true income stream On
Offset income against development costs Off
Rent payment cycle Monthly
Apply rent payment cycle to all tenants On
Renewal Void and Rent Free apply to first renewal only Off
Growth starts from lease start date Off
Deduct Ground Rent from Stepped Rent, Off
Initial Yield Valuation Method Off
Default Capitalisation Yield 0.0000%
Apply Default Capitalisation to All Tenants Off
Default stage for Sale Date Off
Align end of income stream to Sale Date Off
Apply align end of income stream to all tenants On

When the Capital Value is modified in the cash flow
Valuation Tables are

Deduct Post-Sale Tl Costs & Lease Comm. from Cap. Value
Rent Free method

Finance

Financing Method

Recalculate the Yield
Annually in Arrears

Off

Defer start of Tenant's Rent

Basic (Interest Sets)

Interest Compounding Period Quarterly

Interest Charging Period Monthly

Nominal rates of interest used

Calculate interest on Payments/Receipts in final period Off

Include interest and Finance Fees in IRR Calculations Off

Automatic Inter-account transfers Off

Manual Finance Rate for Profit Erosion Off
Calculation

Site Payments In Arrears

Other Payments In Arrears

Negative Land In Advance

Receipts In Advance

Initial IRR Guess Rate ]

Minimum IRR -100%

Maximum IRR 99999%

Manual Discount Rate Off

IRR Tolerance 0.001000

Letting and Rent Review Fees are calculated on
Development Yield and Rent Cover are calculated on

Net of Deductions
MRYV at Sale Date(s)

Include Tenants with no Capital Value On
Include Turnover Rent Off
Net of Non-Recoverable costs On
Net of Ground Rent deductions On
Net of Rent Additions/Costs Off

Leasing Commissions are calculated

Value Added Tax

After Non-Recoverable cost deductions
For the First Term of the lease only

Global VAT Rate 0.00%
Global Recovery Rate 0.00%
Recovery Cycle every 2 months

1st Recovery Month 0 (Sep 2011)
VAT Calculations in Cash Flow On

Residual

Land Cost Mode

Distribution

Construction Payments are paid on
Sales Receipts are paid on
Sales Deposits are paid on

Interest Sets

Interest Set 1

Debit Rate Credit Rate
| |

Months
Perpetuity

Fixed Land Value

S-Curve
Monthly curve
Monthly curve

Start Date
Oct 2011
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TIMESCALE & ASSUMPTIONS

Landprop - Sugar House Lane
15% Affordable Housing

Assumptions

Inflation and Growth
Growth Sets
Growth Set 1

Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 2
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 3
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 4
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 5
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 6
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 7
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Growth Set 8
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Inflation Sets

Inflation Set 1
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Inflation Set 2
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity

Inflation Set 3
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months
0.00% Perpetuity
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Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011

Start Date
Oct 2011
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TIMESCALE & ASSUMPTIONS GL HEARN LIMITED

Landprop - Sugar House Lane
15% Affordable Housing

Assumptions

Inflation Set 4
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 5
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 6
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 7
Inflation/Growth for this set is calculated in advance
This set is not stepped

Rate Months Start Date
0.00% Perpetuity Oct 2011

Inflation Set 8
Inflation/Growth for this set is calculated in advance
This set is not stepped
Rate Months Start Date
0.00% Perpetuity Oct 2011
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APPRAISAL SUMMARY GL HEARN LIMITED
Landprop - Sugar House Lane
15% Affordable Housing

Summary Appraisal for All Merged Phases

REVENUE

Sales Valuation Units ft2
Parking 1013 0
MU1 Private 7 3,767
MU1 Affordable 1 538
MUS3 Private 27 19,072
MUS Affordable 5 3,532
MUS Private 52 37,162
MU5 Affordable 9 6,432
R4 Private 104 83,418
R4 Affordable 18 14,438
R8 Private 101 78,358
R8 Affordable 18 13,965
R6 Private 99 87,683
R6 Affordable 18 15,942
R3 Private 124 106,313
R3 Affordable 22 18,862
R7 Private 54 40,797
R7 Affordable 10 7,555
R5 Private 74 65,252
R5 Affordable 13 11,463
R2 Private 167 138,735
R2 Affordable 29 24,092
R1 Private 148 129,185
R1 Affordable 26 22,695
MU4 Private 63 43,840
MU4 Affordable 11 7.655
Totals 2,213 980,752

Rental Area Summary Initial Net Rent Initial

Units ft2 MRV/Uni | MRV

MU1 Mixed 1 2,829
MU1 Business 1 107,484
MU1 Retail/Gastro 1 4,994
MU1 Community 1 32,981
MU1 Ground Rents 7
MU3 Mixed 1 4,136
MUS Business 1 50,443
MU3 Hotel Rooms 350 178,500
MU3 Hotel conference etc 1 63,690
MU3 Ground Rents 27
MUS5 Retail/Gastro 1 11,098
MU5 Community 1 9,752
MUS Ground Rents 52
R4 Retail/Gastro 1 11,216
R4 Ground Rents 104
MU2 Mixed 1 23,318
MU2 Business 1 257,990
MU2 Community 1 1,561
R8 Ground Rents 101
R6 Ground Rents 99
R3 Ground Rents 124
R7 Mixed 1 4,553
R7 Ground Rents 54
R5 Mixed 1 3,264
R5 Ground Rents 74
R2 Mixed 1 3,807
R2 Ground Rents 167
R1 Mixed 1 5,086
R1 Ground Rents 148
MU4 Mixed 1 17,486
MU4 Business 1 20,461
MU4 Ground Rents 63
Totals 1,389 814,650

Investment Valuation
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APPRAISAL SUMMARY GL HEARN LIMITED
Landprop - Sugar House Lane
15% Affordable Housin

GROSS DEVELOPMENT VALUE

Purchaser's Costs
NET DEVELOPMENT VALUE

Sales Agent Fee
Sales Agent Fee
Sales Agent Fee
Sales Legal Fee
Sales Legal Fee

NET REALISATION
OUTLAY

ACQUISITION COSTS
Land Purchased from Receiver
Land Purchased from OPLC
Remaining Land Purchases
Total Acquisition G
Stamp Duty
Agent Fees to date
Agent Fee - remaining purchases
Legal Fee to date
Legal Fee - remaining purchases
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APPRAISAL SUMMARY GL HEARN LIMITED

Landprop - Sugar House Lane
15% Affordable Housing

CONSTRUCTION COSTS

Construction Units
Hotel Parking - Bsm. 160 un
ft2
MU1 Mixed 3,143
MU1 Business 119,427
MU1 Retail/Gastro 4,994
MU1 Community 32,981
MU3 Mixed 4,596
MUS3 Business 56,048
MU3 Hotel Rooms 178,500
MUS Hotel conference etc 63,690
MUS5 Retail/Gastro 11,098
MU5 Community 9,752
R4 Retail/Gastro 11,216
MU2 Mixed 25,909
MU2 Business 286,656
MU2 Community 1,561
R7 Mixed 5,059
R5 Mixed 3,627
R2 Mixed 4,230
R1 Mixed 5,651
MU4 Mixed 19,429
MU4 Business 22,734
MU1 Private 5,802
MU1 Affordable 829
MUS3 Private 24,831
MUS3 Affordable 4,598
MUS Private 47,302
MUS5 Affordable 8,187
R4 Private 102,449
R4 Affordable 17,731
R8 Private 105,738
R8 Affordable 18,844
R6 Private 115,335
R6 Affordable 20,970
R3 Private 135,256
R3 Affordable 23,997
R7 Private 56,382
R7 Affordable 10,441
R5 Private 86,594
R5 Affordable 15,212
R2 Private 182,620
R2 Affordable 31,713
R1 Private 167,483
R1 Affordable 29,423
MU4 Private 62,251
MU4 Affordable 10,869
Totals 2,155,158
Contingency
Demolition

Primary Roads

Secondary Roads

Subsidy to support new Bus Service
Mayoral CIL

Education in the vicinity

Other Construction
Bio Remediation
Underground Obstructions
Water Table Pumping
Foundations over major sewers
On Site Diversions
Surface Water Attenuation
Japanese Knotweed Treatment
External Areas
Riverside Park / Three Mills Hub
Off site infrastructure works
River Wall works
Canal Work
Pedestrian Bridges - 2No.
Vehicle Bridge
Abnormal Site Costs
Off Site Stat Diversions
Off Site Road Works
136 Commercial Bsm Parking
912 Bsm Resi Parking il
101 Semi Bsm Resi Parking [l
Resi Parking abnormals
Works to OPLC Bridge
Public Art - Tower sculpture

PROFESSIONAL FEES
Professional Fees

MARKETING & LETTING
Letting Agent Fee
Letting Legal Fee
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APPRAISAL SUMMARY GL HEARN LIMITED
Landprop - Sugar House Lane
15% Affordable Housing
FINANCE
Debit Rate jll Credit Rate [ _—
Total Finance Cost

TOTAL COSTS

PROFIT

Performance Measures
Profit on Cost%
Profit on GDV%
Profit on NDV%
Development Yield% (on MRV)
Equivalent Yield% (Nominal)
Equivalent Yield% (True)

IRR

Rent Cover

Profit Erosion GGG
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GL Hearn Limited

Development Appraisal

Landprop - Sugar House Lane

Financial Viability Appraisal - Cost of Community Space

Report Date: May 08, 2012

Page 126 of 156



APPRAISAL SUMMARY GL HEARN LIMITED

Landprop - Sugar House Lane

Summary Appraisal for All Merged Phases

REVENUE
Rental Area Summary Initial Net Rent Initial
Units ft2 i
MU1 Community 1 32,981
MU5 Community 1 9,752
MU2 Community. 1 1.561
Totals 3 44,294

Investment Valuation

GROSS DEVELOPMENT VALUE
Purchaser's Costs

NET DEVELOPMENT VALUE
Sales Agent Fee
Sales Legal Fee

NET REALISATION

OUTLAY

ACQUISITION COSTS
Residualised Price

CONSTRUCTION COSTS

Construction ft2
MU1 Community 32,981
MU5 Community 9,752
MU2 Community 1,561
Totals, 44,294
Contingency

PROFESSIONAL FEES
Professional Fees

MARKETING & LETTING
Letting Agent Fee
Letting Legal Fee

FINANCE
Debit Rate ] Credit Rate [
Total Finance Cost

TOTAL COSTS

PROFIT

Performance Measures
Profit on Cost%
Profit on GDV%
Profit on NDV%
Development Yield% (on MRV)
Equivalent Yield% (Nominal)
Equivalent Yield% (True)
IRR
Rent Cover
Profit Erosion
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Strand East, Sugar House Lane, Stratford, London E15, May 2012
LandProp Holding B.V.
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Strand East, Sugar House Lane, Stratford, London E15, May 2012
LandProp Holding B.V.

1.1

1.2

1.2.1

GL Hearn

The planning application is submitted with a number of supporting documents in addition to this

pianning statement comprising:

Statement of Community Involvement - prepared by GL Hearn;

¢ Design and Access Statement - prepared by Accord Architecture:
e Transport Assessment - prepared by Waterman Boreham;

= Travel Plan - prepared by Waterman Boreham.

In addition to the above documents a full set of plans are submitted prépared by Accord

Architecture — as set out in the covering letter, as well as necessary planning applic

notices and certificates.

A Daylight and Sunlight Report, being prepared by GL Hearn will be stik vitted within a week of the
mission. A draft S108

however it is proposed that whilst the

application being made, this report is just being finalised at the date of sy

Agreement will be prepared by Berwin Leighton Paisn

Heads of Terms are set out in section 3 the financial cont ions need to be discussed with the

Council.
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Sirand East, Sugar House Lane, Stratford, London E15, May 2012
LandProp Holding B.V.

2.0 LANDPROP’S APPROACH

2.1 LandProp is committed to securing a planning consent that will enable the delivery of a high
quality neighbourhood in which future owners and occupiers will aspire to live and work.
The guality of this environment is achieved by reducing building heights and density: by
creating a healthy balance of workspace against living space (even in the knowledge that
the site is not a prime commercial location); by creating links acress infrastructure barriers
that have severed connections between communities and contributed to the area’s historic
decline; and by encouraging occupiers that in the long run will add to the

“place” even though they may not achieve the highest rent and yield profile.
made clear from the content of the planning application we have chosen to prioritise our
commitment to the quality of the environment created over'the need to maximise the
financial performance of the scheme. The fundamental demsrdg about density and
occupier mix that flow from that decision have an unavoidable im t on the amount of
additional contributions that the scheme can afford. <

2.2 LandProp has taken a significant risk in assem'bll )
worked closely with the Planning Authorm
application and in doing so have gene

without planning consent, has
years to prepare a planning
ted seemrngiy unprecedented support for the
approach taken and the quality of the en é' Once all the necessary approvals are in
place LandProp hope to go forward and work: etailed design of the outline elements
of the scheme and secure its delivery. In doing s0 we acknowledge that there will be further
risk in investing a conSIderable sum in an area that is currently on the fringes of Stratford
City and Olympic Park. The Sugar House Lane/Pudding Mill Lane areas, within which
Strand East lies, have not yet see n the level of investment and regeneration that other
areas in Stratford, “nearer the transport interchange, have experienced in recent years and
in particular, follow""g the announcement of the London 2012 Games. However, we
believe this are to experience those benefits, not least because of LandProp’s

2.3 This approach is consistent with our usual long term investment strategy. Rather than
eeking a quick return, LandProp is willing to invest in delivering an attractive environment
on the basis of lower initial returns and will seek to manage and nurture the scheme to
create é‘“ ibrant place that will deliver improved returns over the longer term.

GL Hearn Page 7 of 28
Sugar House Lane Viability Report — May 2012
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Strand East, Sugar House Lane, Stratford, London E15, May 2012
LandProp Helding B.V.

3.0

3.1

3.2

3.3

GL Hearn

DETAILS OF THE PROPOSED DEVELOPMENT

We attach as Appendix | a proposed site layout plan and accommodation schedule. In
accordance with this we briefly detail the proposed accommodation below:-

Strand East is a major regeneration scheme that will transform this western edge of
Stratford into a vibrant, high quality, mixed use neighbourhood, low in height and of human
scale with 1,200 new homes of a range of types and sizes and 80,670m? (868,332ft%) of
creative industry premises, offices, a hotel, as well as local retail, cafes, and community
facilities (e.g. childcare and multi-use venue). The scheme will provide local amenities that
will create a vibrant new neighbourhood that embraces and supports existing provision in
the area,

The application for Strand East is a hybrid application comprising of elailed element and
outline element. The overall scheme is outlined below:and reference should be made to the

- 4 (3%)
- 5 bed — 16 (1%)

10% of residential units will be wheelchair adaptable)

“Shops (use class A1);

* Financial and professional services (use class A2);
» Restaurants and cafes (use class A3);

» Businesses, offices and workshops (use class B1);
e Hotef (use class C1) 350 bedroom:

» Non-residential institution (use ctass D1);

* Assembly and leisure (use class D2);

e Ancillary parking comprising 1309 spaces;

» A new riverside park

Page 8 of 28
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Strand Easl, Sugar House Lane, Stratford, London E15, May 2012
LandProp Helding B.V.

3.4

3.5

GL Hearn

* A new pedestrian bridge from the east side of the Strand East development
site across Three Mills Wall River to Three Mills Green.

* Associated infrastructure;

» Means of access.

The mix of homes to be provided at Strand East has been carefully considered to ensure it
helps to meet a range of shared objectives to;

* create a balanced and sustainable community;
¢ meet housing need and demand;

+ to be high quality but low in cost (in comparable terms);
¢  provide proportionally more family homes than many fo
* encourage people to remain in the borough.

I'housing schemes; and

Further details are included in the Housing Statement submitted-as part of the application.
All homes will be built to London Design Guide and London Plan standards. The assumed
size, mix and tenure of the units are set out jn'the tables below.

The minimum size:

House type Beds/Persons | m2

Flat 50
81
70
74
86
95
90
99
2 storey house 2bdp 83
3bdp 87
3b5p 96
4b5p 100
4h6p 107
3 storey house 3b5p 102
4b5p 106
4b6p 113

Page 9 of 28
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Strand East, Sugar House Lane, Stratford, London E15, May 2012

LandProp Hoiding B.V.

36 The overall residential mix:

Type No. of | % (unit
Type hasis)
Studio 8 1%
1 bed, flats 468 39%
2 bed, flats 244 20%
3 bed, houses 430 36%
4 bed, houses 34 3%
5 bed, houses 16 1%
1200 100.0%

3.7 The Affordable Rent mix (assumes 15% affordable):

Type % {u:
basis)
1 bed, flats 40%
2 bed, flats 20%
3 bed, houses 37%
4 bed, houses 2%
5 bed, houses 1%
100.0%
3.8
No. of | % (unit
Type hasis)
1:bed flats 36 40%
2 bed, flats 18 20%
3 bed, houses 33 37%
4 bed, houses 2 2%
5 bed, houses 1 1%
90 100.0%

GL Hearn
Sugar House Lane Viabiity Reporl — May 2012
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Strand East, Sugar House Lane, Stratford, London E15, May 2012
LandProp Holding B.V.

3.9  We attach as Appendix 2 details of how these size, mix and tenure assumptions and the
base information for the scheme provided by the architects has been interpreted to arrive at
residential floor areas required for use within the GL Hearn development appraisals.

GL Hearn Page 11 of 28
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4.0 AFFORDABLE HOUSING PROVISION

41 The affordable housing policies of both the GLA and London Borough of Newham make it
clear that a key factor in determining the proportion/number of affordable homes in a
development is the individual circumstances of the site and its development viability
(including availability of subsidy). There are a number of individual circumstances impacting
on the viability of Strand East which influence the affordable housing offer, as follows:

. Approximately 58,000m?

(624,312 ftz) of ofﬂces workshops shop :

accommodated within the site. This new accommod tion has ower return than
residential in this location. Given the peripheral location of the site for office use and
resulting occupational market that we will be targeting; the rental and yield profile
achievable will be comparatively low and will therefore have a negative impact on
viability. v

e 40% family housing (3bed +) whic ”'Eceedls the policy requirements for London and
Newham and is a far greater peréentage than any other scheme in the area. The
provision of larger housing units will ¥ sult in 2 “lower sales rate per unit area than
would be achieved in many schemes in | ea thus impacting on the viability of the
scheme.

* A human scale of developmg nt compared to previous proposals on this site and as
developed in the surroundrng area The scheme proposes a maximum height of 16
storeys on onlx two elegant accent blocks, across approximately 10 ha, and is
considerabl !oﬁer in height and density compared to 20, 30 and 40 storeys in the
vicinity. T e majorit of the site will be built to a maximum of only 3-5 floors.

* Ahigh percenfébg of open space, to create an environment that will attract families and

heip create a thriving neighbourhood. This is provided as private, semi-private and
7 public space, as described in more detail in paragraph 3 of the Housing Statement and
is covered within the Design and Access Statement.

{..‘_:'Consrderable expenditure on infrastructure including a much-needed pedestrian
"'crossmg and ‘all-movements’ junction at the Sugar House Lane and High Street
intersection and improved bus routes that are vital to the improvement of the site and
the wider community.

e Flood management, in particular the improvement to the river walls and necessary
raising of ground levels within the site to lift the residential accommodation out of the
flood plain.
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4.2

4.3

¢ The construction of below ground car parking to limit the traffic across the site and
ensure an environment is created that will be pedestrian and child friendly.

* Other abnormal costs (as set out in detail in paragraph 6.8.2 of this report) including
extensive soil treatment to address contamination on site and land re-profiling to create
the landscaping and site levels.

» Contributions towards Pedestrian and Bus bridges to connect the site to the
surrounding communities, both eastwards to Three Mills een (initially) and
westwards to Bromley by Bow (in line with delivery of develop {hat side of the
River Lee Navigation).

The development is also required to make oth nificant monetary planning
contributions, including the Mayoral Community Infrastruc Levy (CIL), funding for
education and bus route improvements, which further reduce.the amount of funding
available to provide further affordable housing. These are set olt in detail in paragraph
6.10 of this report. A

The ethos behind this development is
work and will, as a result, assist in m
There is however a cost in viability terms in

reate:a place where families aspire to live and
e Borough a more balanced community.
ging forward such a scheme which needs to

be recognised when considering the overall bengfits which this scheme has the potential to
deliver.

GL Hearn
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6.4.3

6.4.4

6.4.5

6.4.6

6.4.7

Gl. Hearn

A factor which often blights very large regeneration projects is that the residential elements
are built independently of the main regeneration project by various developers and in
relatively quick time, creating dwelling ready for occupation before the benefits of the main
project are evident. In these circumstances, the lack of speculative investors and reliance
upon owner-occupiers to buy into the schemes becomes a major issue. The Olympic zone
has fared better than most in this respect, as the majority of planned infrastructure
investment in the area (with the exception of Crossrail) was completed prior to the delivery
of surrounding schemes generating a confidence in investors/buyers in the area

Whilst the focus of public sector investment has been in the Olympic Park and the
corresponding transport infrastructure there continues to be gross under investment in the
quantity and quality of school places in the area for both primary and secondary children,
Whilst new and improved facilities are proposed in the area as part of the Legacy of the
games these will take some time to come forward and there is fittle.
being available from the public sector to deliver these much needed fadilities.

Further, during the past 6 years or so, where résidenti velopment has been permitted
the trend has been for the erection of tall building! along High-Street, Stratford, maximising
the number of 1 and 2 bedroom units that could be ‘accommodated within a scheme. The
development sites on which these schemes have been 'bunt were considered to be suitable
for mixed use development thereby:irequiring the provision of an element of commercial
accommodation within the resutin s. Unfortunately, as these commercial elements
were not the key value drivers for opers of the schemes the quality and usability of
the resulting commercial units have been compromised. The high proportion of boarded up
ground floor units under tali residential ‘buildings is testimony to this and is a trend that
LandProp do not wish o repeat.

sidential sales values of a new build scheme in this location,

In estimating the potential

we have considered schemes within the area between the already developed and sold
parts of: Stratfoqd and the area around Bromley by Bow underground station. There are and
have been num"' rous deve!opments around these areas in the recent past Wthh represent

favourébie than' the subject 5|te

Below is a list of recent sales in comparative developments we have utilised in forming our
opinion of the potential sales values for the subject scheme:

Page 16 of 28

Sugar House Lane Viability Report - May 2012

Page 144 of 156









656

6.6

8.6.1

6.6.2

6.7

6.7.1

8.7.2

GL Hearn

region of ith the grant assumed at -per unit for the rented
units and if no grant is secured for the units.

LandProp have also been in discussion with East Thames Group regarding the values they
would put on the affordable rent element. Independently of GL Hearn’s considerations the
average value for the units within the scheme suggested by East Thames is in line with GL

Hearn's figures and we are therefore satisfied that they reflect an accurate assessment of
market values for this element of the scheme.

Hotel Rent and Capital Value

GL Hearn have adopted a rent of [Jeer room in line with current imarket values for

hotels of the standard envisage. This is capitalised at a yield in linq‘}}yvith recent cpen
market evidence of hotel sales for the operators of the s;éh'c’i'a:_gd envisaged.

per room basis and also the advice received from Johnson Assocaates, LandProp’s cost
advisor. The costs adopted equate to |Jfffoer room with an additional rate applied to
the conference space.

Retail / Commercial and Community Values

The scheme includes approxmateiy 58,000 m? (624,312 ft*)of commercial space. The
location is not comparab!e to the maln employment hubs of Stratford s Westfleld centre,
nature of the occupzer attracted to this site is likely to be smaller business’s seeking a Iess
"corporate” working envarqnment, We propose to target creative and “Tech City” style
occupiers in order to contribute towards the environment we wish to create. These
occupiers. require relatively small unit sizes on flexible leases to allow growth and
contraction asidemanded by the changes within the business. These factors will result in a
comparably low rental iIncome and high yield profile thereby resulting in a low capital value.
The affordable workspace statement in the London Thames Gateway Development
Corporation's application at Hackney Wick Hub states that for that scheme “It is considered
that the appropriate rental level would be around £15.00 psf per annum” and this value has
been assumed within the Viability Report submitted as part of this application”.

In relation to buildings in the North East Quarter LandProp is in discussions with a number
of existing tenants who would like to remain on site but in new facilities. LandProp consider
that their presence would help to animate the environment bringing a healthy balance of
employees and visitors to the area. Some of these potential tenants are ‘not for profit’
organisations helping talented young people enter the music business. Due to the nature of
the business they cannot afford to pay a market rent and are struggling to find the funds to
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6.8.3

6.9

6.9.1

6.10

6.10.1

6.10.2

GL Hearn

above the flood levels.

* The river walls require significant works to ensure their stability
and suitability for the future of the scheme. Areas of the river
wall along the western boundary of the site are to be broken out
to soften the banks of the Riverside Park.

» Off site infrastructure enhancements, including improved road
junctions, pedestrian crossing, bridge improvements and
contributions towards bridges.

* The site is crossed by a number of below ground sewers that
impact upon the substructure of many of the bualdlngs Due to
the presence of made ground on much of the Slte . piling is
required and their location needs to be assessed to avmd the
zones of influence of each of the sewer structures. £

The delivery of the scheme requires the comprehenswe replacement of utilities to serve the
new accommodation proposed. This has been accommodated within the construction
costs. During the construction works it is ne essarywto ensure that access and utilities that

connect to Three Mills Island are not mterrupted.__v, his has had an impact on our phasing
plans and will increase the cost of implementation.

Marketing, Acquisition and é%lq:fees

Details of the estimated marketing,ﬂuacquisition and sales fees are contained within our
appraisal (attached as Appendix 4). The fees have been applied having regard to industry
standards for a development of this nature.

Plan mngObligatlons

The London Thames Gateway Development Corporation Planning Obligations Community
Benefit Strategy (POCBS) sets out a tariff to pay for major infrastructure projects within its
area. It aims to ensure that development contributes appropriately, financially or in kind,
towards the infrastructure that needs to be provided in the London Thames Gateway
Develcpment Corporation area.

The total standard charge which the London Thames Gateway Development Corporation
seeks is £22,400 per unit in the Lower Lea Valley (previously £22,600 per unit), however
they recognise that in most cases to seek a charge at this level in the current market would
inhibit regeneration. To reflect this, a discounted charge of £10,000 per unit has been set
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which attempts to balance the need for infrastructure without stifling development. For this
scheme this would equate to £12,000,000.

6.10.3 As stated above the scheme proposes significant strategic infrastructure that will benefit the
wider population beyond the boundaries of the development and in accordance with
LTGDC’s policy the cost of such works may be offset against the total standard charge. In
this case we would seek to offset against the change the cost of the following items:~

item Cost
The Hub Open Space and Riverside Park £1.105m
New Bus service

Contribution towards Bridge Links
Community Accommaodation

Off site highway works
Contribution to Education
CiL

Total

£3.65m

. £15.765m

We will consider these items in more detall belos

6.10.4 Open space required to create an environ t which will attract families to the site is an
important part of the scheme. As well as the spaces between residential blocks two
significant public spaces are'tp be created. The Riverside Park and The Hub; these spaces
will provide good quality open s ice not only for the enjoyment of people living and working
within the scheme but also for othe rs. One of the proposed new foot bridges links directly

into the park from.the East Thames scheme at Bromiey By Bow North and the Hub will be

enjoyed by occupants of the surrounding neighbourhoods.

6.10.5 The proposed sgchem ourages improvements to bus services in the area. LandProp
have been in discui sion with the Buses team at Transport for London to understand the
cost involved in defi\f@ring these improvements but have not received a formal response. In

ddition we have received some general initial comments from TfL and LB Newham

highways team as result of the public consultation. For the purposes of this appraisal we
have ééfsumed that negotiations will conclude at a contribution of £1,000,000 but we

‘reserve our position and figures within the appraisals may have to be revised once these

discussions have concluded.

6.10.6 The scheme will contribute towards and deliver a number of new and upgraded bridge links
for both pedestrian and vehicular (for bus use). This will ensure the connectivity of the site
with its surrounding communities.
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Assuming 10% Affordable Housing:

GIA of total Development 200,036 sgm
GIA of Affordable Housing 11,936 sgm
Area for Calculation of CIL 188,100 sgm
@ £20 psm x 20

£3,762,000

We believe that this figure should be offset against the tariff payable under the POCBS as
CIL is to cover infrastructure which is also covered within the tariff. Ty pay both and not
allow it to be off set by the tariff would be double counting. In addition dev eiopment in the
fringes of but outside of the boundary of the Development Corporation only required to
pay CIL yet would benefit from the infrastructure paid for by"" "e Tariff.

6.10.13In summary it is exceptional in the current economic cllmate that. a development scheme is
able to provide the breadth of benefits that this scheme is seekmg to deliver. This scheme
proposes to knit the site back in to the surroundlng neighbourhoed, provide significant
amounts of commercial accommodation .in“ a peripheral location, deliver a reasonable
amount of Affordable Housing with a mixt at will'be affordable and pay the Mayoral CIL.

6.11 Developers Profit

6.11.1 In the current market any fundlng party will want to ensure that a project is going to return
at Ieast-m gross development value and in this case we would argue that it should be
higher in view of the high risk relatang to the scale of the project, its mixed use nature and
the amount of penpheral commercial space within the scheme.

6.12 Appraisal Results

6.12.1 We detail below the Fé'sults of the attached development appraisals (Appendix 4):-
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