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1.0 Introduction

The report is submitted on a privaie and confidential basis in support of the planning application
(ref.no. 06-AP-1481}) which was submitied to LB Southwark on 26th July 2006 (“the Current
Application”). The Current Application site includes Bankside Industrial Estate, 118-122 Southwark
Street and the land to the north of Holland Street, known as 44 Holland Strest and 47 Hopton
Street, SE1 (which is the site of the consented 20 storey Hopton Street Tower). The Current
Application site area is shown on Site Plan DP1 in Appendix 1.

The report has been compiled by Native Land on behalf of GC Bankside (“the Applicant”) and
includes input from DP9 (Planning Consultants) and a 3 Dragons Toolkit and Open Book financial
appraisal, as prepared by Knight Frank and Montagu Evans respectively.

This report provides a financial assessment of the Current Application in order to justify the proposed
affordable housing provision within the scheme. Due to the site specific circumstances of the
proposed development, a financial assessment of two alternative development scenarios has also
been undertaken to further support the affordable housing offer made within the Current Application,
as compared o what other scenarios might have delivered.

A summary of the background to the Current Application and the proposed development that is
relevant to the assessment is set out in the following sections. For full details of the Current
Application, please refer to the planning application submission.




2.0 History of the Sita

Prior to the submission of tha Current Application, the Applicant had commenced discussions with
Officers at LB Southwark regarding a residential led mixed use scheme on the area of the site
located to the south of Holland Street, as shown on Site Plan DP2 (Appendix 2). This land was
purchased from Land Securities in December 2005 and is subject to a contract whereby the
Applicant is required to provide additional payments to Land Securities by way of overage payments
linked to planning area and sales values achieved for the private residential units,

More recently, the opportunity arose to purchase an adjoining site owned by Meyer Bergman,
known as 44 Holland Street and 47 Hopton Street, as shown on Site Plan DP3 {Appendix 3). This
site has an extensive planning history associated with an existing consent for a twenty storey
predominately residential building, known as the Hopton Street Tower, The proposals are the
subject of a significant amount of local opposition. A summary of the planning history of the Hopton
Street Tower site is set out below.

A planning application for the development of a 32 storey tower was originally submitted in July
2001, however more than a hundred letters of objecticn were submitted to the CGouncil and therefore
the application was subsequently withdrawn in December 2001.

A revised planning application for a 20 storey tower was subsequently submitted in June 2002.
These proposals were the subject of considerable objection from local residents, adjacent
landowners (including Tate Modermn) and members of Southwark Council which resulted in 144
letters of objection being submitted to the Council. The application was subsequently refused by LB
Southwark in October 2002. On 9" June 2003 planning permission was subsequently granted at
appeal. A judicial review was lodged against the appeal decisicn and this was not eveniually
quashed by the House of Lords until November 2004, more than three years from the submission of
the original application.

During the public consultation exercise undertaken by the Applicant prior to the submission of the
Current Application, it became clear that incorporating the Hopton Street Tower site for use as open
space or a community building would be seen as a major planning benefit by the local community
and Tate Modem, forming a key strategic part of a wider open space plan for the Southbank area. It
also provided tangible bensfits to the Applicant in terms of planning certainty, development
programme and improved amenity for the proposed residential units.

As a result, following extensive and complex negotiations with Meyer Bergman, and Land Securities
{to agree a revised cap to the planning overage) as well as discussions with logal stakeholders and
statutory consultees, including TATE, BRCAD, CABE, GLA and LBS, the Applicant has signed a
Sale & Purchase Agreement to acquire the Hopton Street Tower site from Meyer Bergman, subject
1o a resolution to grant planning permission for the Current Application by 18" Qctober 2006,

The construction of the Hopton Street Tower has been suspended whilst the Current Application is
considered and there is therefore a very limited period of opportunity within which these proposals
can be delivered; if a resolution to grant is not delivered, then the construction of the Hopton Street
Tower wilt recommence.




3.0 Acquisition Terms of the Site

As mentioned in the preceding section, the, Applicant has acquired the land ideniified on Site Plan
DP2 from Land Securities and eniered into a conditional upon planning agreement with Meyer
Bergman for the land identified on Site Plan DP3.

Set out below is a summary of the principle terms and conditions relating 1o the acquisition of the 2
sites:

Land Securities Acquisition

Vendor: The City of London Real Property Company Ltd (Land Securities)

Purchaser: GC Bankside LLP

Tenure: Freehold

Purchase Price: £24.188m

Conditions: The purchase is not conditional on planning. However, Land Securities are entitled
to additional payments by way of an overage mechanism linked to planning and
sake values achieved for the private residential accommodation.
Planning overage becomes payable, upon the grant of planning permission, at a
rate of £133 for each additional square foot of private residential net sales area
achieved over an agreed threshold of 184,123 sqgft,
The formula set out within the Agreement is as follows:
{Consented Net Private Residential Area — 184,123 sgft} x £133 = Overage Amount

At the time of acquiring the Land Securities land, the purchase of the Hopton Street Tower site was

never envisaged and therefore the Agreement and the overage provisions contained within it had no

regard to this acquisition. As a result, in the event that the Appiicant completes on the purchase of

the Hopton Strest Tower site then Land Securities have agreed to vary the planning overage

provisions so that a one off payment of £3m is paid by the Applicant to Land Securities; should the

acquisition of the Hopton Street Tower site not take place then the overage provisions contained

within the Agreement will apply.

Meyer Bergman Acquisition

Vendor: Meayer Bergman Investments BY

Purchaser: GC Bankside LLP

Tenure: Company acquisition of the freshold intarest

Purchase Price: £22m

Conditions: The purchase is conditional upon a resolution to grant a satisfactory planning
permission, which is defined by the Current Application, by 18" October 2006. In
the event that a satisfactory resolution to grant planning permission is not secured,
then the Agreement falls away and the Hopton Street Tower will be built out by

Meyer Bergman.

It should be highlighted that a determining factor in the successful acquisition of the Meyer Bergman
fand was the parallel renegotiation with Land Securities of the overage provisions. Without this
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amendment the transaction would not have been possible as the overage provisions contained
within the Agreemenit, as mentioned above, never envisaged the costs associated. with acquiring the
Hopton Street Tower site. The rationale behind Land Securities agreeing to the variation is down to
the fact that the Current Applicaiion offers greater planning certainty and hence the potential for an
earlier and more certain payment when compared with the alternative development scenarios
identified in Section 6 of this report. ‘




|

4.0 Affordable Housing Policy

The London Plan sets a strategic target of 50% affordable housing provision for all housing
developments within London, however it acknowledges that this target takes into account highsr
levels of provision in social housing-only schemes, with lower levels of provision anticipated within
market-led developments. The GLA’s strategic targets for affordable housing provision are subject
to viability assessments where the Plan targets cannat be met.

The Adopted Southwark UDP metely indicates that proposals for new residential developments that
have more than 20 dwaellings should ‘.. .contain a proportion of affordable housing',

Draft policy 4.4 of the emerging UDP reflects the strategic target of 50%, but takes into account the
Council's own provision of affordable units and consequently seeks lower lavels of provision for
private schemes within the Borough. Within the Central Activities Zone, draft policy 4.4 requires that
at least 40% of housing on large schemes is affordable.

The Adopted Southwark Housing SPG (2002) advises that whera affordable housing is to be
provided on site, a minimum of 25% of the gross increase in residential content should be made
available as affordable accommodation. Where an off site or in lieu payment solution is considered
accepiable, the SPG advises that affordable housing equivalent to a minimum of 33% will normally
be sought. The affordable housing provision that is proposed as part of the Current Application
would meet these standards.

The draft Southwark Affordable Housing SPG (November 2004) recognises that the amount of
affordable housing which can be feasibly deliverad within private schemes is less than 50% and this
is reflacted within the policies of the emerging UDP. The draft SPG advises that the proportion of
affordahble housing will normally be measured by habitable room and that the Mayor's overall target
of 70% social rented and 30% intermediate housing should generally be appliad in Southwark.

The draft SPG advigses that generally, affordabie housing should be on-site, however recognises that
in some cases this is not possible and therefore the housing should be on an alternative site
provided by the developer and secured via legal agresment. The draft SPG also recognises that
there will be circumstances where the full requirement for affordable housing will not be possibile on
a particular site, including when a development would provide another exceptional benefit that, in
the Council’s opinion, outweighs the provision of affordable housing on a site and where this bensfit
could not be provided if the full propottion of affordable housing was sought. In such cases, a full
aconomic appraisal must be submitted to justify a departure from tha policy.

The affordable housing policies of the Adopted Southwark UDP have effectively bheen superseded by
the London Plan. As a result, the affordable housing provision of the Current Application will
primarily be assessed against the London Plan and alsc the more up o daie policies of the
Emerging UDP and draft Affordable Housing SPG.




5.0 The Current Application

As already mentioned, the Gurrent Application for the Holland Street Buildings was submitted to LB
Southwark on 26th July 2006. The planning application site included Bankside Industrial Estate,
118-122 Southwark Street and the land to the north of Holland Street, known as 44 Holland Street
and 47 Hopton Street, SE1 {which is the site of the consented 20 storey Hopton Street Tower),

The scherme provides for a total of 229 residential units within five new buiidings rising from ground
olus five to ground plus 23 sioreys across the area of the site that is located to the south of Holland
Street. Each of the buildings include retail uses at ground floor level. The landscaped area around
the base of the buildings is publicly accessible and the scheme has basement levels for parking and
ancillary uses such as plant.

The scheme is designed to a very high standard commensurate with and complementary to the
emerging local area, the adjoining Tate Modem as existing and the proposed ‘TM® extension, a
planning permission for which is to be submitted in September,

It is proposed that the remainder of the site (which is the site of the consented 20 storey Hopton
Street Tower) will be dedicated as an important area of open space which may incorporate a smatl
pavillon style structure for community, culfural and/cr recreational purposes and/or any other
purposes to facilitate and define the use of the open space.

The scherme provides for 64 affordable housing units located on site within buildings D and E, which
amounts to 28% of all units on the site (or 23% by habitable room). 32 of the affordable units are
shared ownership and 32 are social rented. The diagram below illustrates how the affordable
housing is distributed within the scheme - the social rented units (32) will be located across floors 1
to 5 of block E (FP10, FPi1) and floors 1-4 of block D (FP2). The shared equity units (32) will be
located on floors 5 to 8 of block D (FP1).
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The affordable accommodation is split as follows:

Studio 1 Bed 2 Bed 3 Bed 4 Bed Total
Social 14 8 9 1 32
Rented
Shared 8 8 16 32
Equity
Total 8 22 24 9 1 64

In addition to the provision of affordable housing on site, the application proposes an off site
payment of £1,000,000 in lieu of 9 additional aifordable units. This, therefore, amounts to a total off
and on site provision of 31% affordabile housing (by units).

The schems can be summarised as follows:

Haight of buildings 12, 18, 24, 12 and 6 storey buildings

Total Units 229
Affordable Units on site 64 (28%)
Social Rented on site 32
Shared Equity on site 32

Equivalent Affordable Units Off 9
Site

Provision of strategic open space  Yes

In terms of affordable housing to be provided on site, the Current Application proposals would not
provide the strategic target of 50% set out in the London Plan nor the 40% requirement sst out in
the Emerging UDP. However, the Current Application represents exceptional circumstances where
there is substantial planning benefit arising from the provision of a strategic new area of open space
which is sought by local residents and key stakeholders within the area, including Tate Modem.
Furthermore, the layout, design and uses proposed as part of the application have also been wall
received by local stakeholders.

Section 7, in addition to the detailed appendices of this report, providss the financial justification
which supports the affordable housing provision set out above.




6.0 Aliemative Development Scenarios

It has been agreed with LB Southwark and the GLA that in addition to a financial assessment of the
Current Appiication to justify the affordable housing provision, two altarnative developrment scenarios
are to be tested. We understand that the rationale behind appraising these two alternative scenarios
is to test what affordable housing provision could have been provided in the event that the

opponunity for the Applicant to acquire the Hopton Street Tower site never existed.

Set out below is a description of the two alternative scenatios:

Scenario A

This scenario is based upon the scheme the Applicant is likely to pursue for planning if the Hopton
Strest Tower land is not incorporated into the site. This scenario assumes, therefore, that the
scheme summarised below would be developed in addition 1o the Hopton Street Tower. As a result
this scheme is much mare likely to encounter opposition from local residents and stakeholders as it
would provide additional buildings in the vicinity without the same level of public benefit in the form

of open space.

The scheme can be summarised as follows:

Height of buildings

10, 15, 20, 10 and 6 storey buildings

Total Units 189
Affordable Units on site 60 (31.7%)
Social Rented on site 44

Shared Equity on sita 16
Affordable Units Off Site 0

Provision of strategic open space  No

The affordable accommodation is split as follows:

L

Studio 1 Bed 2 Bed 3 Bed 4 Bed Total
Social 18 12 13 1 44
Rented
Shared 4 4 8 16
Equity |
Total 4 22 20 13 1 |80

Notwithstanding the potential for local opposition, the Applicant believes that this scenario is likely o
gain planning permission given the development plan framework and also the site specific response

of tha proposals to the contaext of the site.

The financial assessment undertaken assumes that planning permission would be granted within a
period of 12 months although given the delays associated with the planning application process for
the Hopton Street Tower site it is possibie that this period could be extended to account for an
appeal and / or judicial review process. If this extension was assumed for the purposes of the
financial assessment undertaken then this would have an adverse impact on the viability of the
scheme based on the affordable housing provision referred to above.




Compared to the Current Application whilst this scenario offers a similar leval of affordable housing
provision it offers less certainty in terms of the potential to gain planning permission and would result
in a delay o the provision of housing on to the market. Furthermare, this scenario would not defiver
new open sSpacs.

Scenario B

This scenario is broadly based upon achieving the same number of units as in the Current
Application but again assumes that the Hopton Street Tower is built out rather than offered as public
open space.

The scheme can be summarised as foliows:

Height of buildings 12, 18, 24,12 and 6 storey buildings

Total Units 227
Affordable Units on site 66 (29%)
Social Rented on site 50
Shared Equity on site 16
Affordable Units Off Site 0

Provision of strategic open space  No

The affordable accommodation is split as follows:

Studio 1Bed  [2Bed [ 3Bed 4 Bed Total
Social 20 \ 14 i 15 1 50
Rented
Shared 4 4 ’ 8 16
| EQuity
| Total 4 24 122 15 1 66

This scenario is likely 1o gain the support of the GLA, however it would encounter total opposition
from local residents and stakeholders as not only would it be developed in addiiion to the Hopton
Street Tower, it assumeas a similar level of development when comparsd with the Gurrent Application
without the major benefit of the key open space.

This scenario would therefore be subject to the greatest planning risk due to the substantial local
opposition that is likely to be encountered. As a result, a pericd of 18 months has been allowed for
within the financial assessment to secure a planning permission although the likelhood of a consent
being forthcoming for this scenario is extremely uncettain,

As such it is extremely unlikely that the Applicant would ever, in réality, propose this scenario as an
aliernative 1o the Current Application.

As with the Current Application, both of the above scenarios depart from policy in terms of the
affordable housing provision. All three schemes are broadly consistent in terms of the level of
affordable housing offered but the Current Application carriss the significant planning bensfit of
public open space and the support of key stakeholders in the area.

The financial justification for these scenarios, along with the Current Application, is set out within
Section 7 of this report.
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7.0 Financial Assessment

Attached as Appendix 4, 5 and 6 are the 3 Dragons and Open Book appraisals undertaken by
Knight Frank and Montagu Evans respectively for each of the Current Application and the 2
alternative development scenarios, A & B.

These appraisals support the level of affordable housing provision for each of the three schemes and
are based upon the following assumptions:

Flat Types and Sizes

The appraisals relating to the Current Application relate directly to the planning submission drawings.
Scenarios A & B are based upon the planning submission drawings although the number and
disposition of units across the scheme differ reflacting the different heights of the proposed
buildings, the different setting if the Hopton Street Tower were to remain and the different split of the
affordable tenurse.

Private Residential Sale Values

These have been provided by Montagu Evans supported by the comparables attached as Appendix
7. The average sales value assumed for the Current Application is £754/saft. The values assumed
for Scenarios A & B are 4% lower to reflect the imposition of the Hopton Streat Tower in the views
from the flats and the reduction in local amenity space {area and quality).

Affordable Tenure Mix

‘The Current Application assumes a 50/50 mix betwesn social rented and shared equity whereas
Scenarios A & B assume an approximate 70/30 spilit.

Open Space

The Current Application carries the bengfit of a major piece of stratagic open space. Scenarios A &
B do not.

Bulld Costs

Within the 3 Dragons appraisals build costs are calculated on the net space whereas the Open Book
appraisals assume costs quoted against the gross intemal area. The Net to Gross is assumed at
80%. The costs have been provided by the Applicant's quantity surveyor, WT Partnership, and
represent a post-value engineering budget for the buildings (see Appendix B for a break down of
costs). These costs are broadly consistent with actual out turn costs incurred on the Montevetro
and Albion Riverside developments in Batiersea designed by Richard Rogers Architect and Fosters
and Partners respectively both of which are considered to be comparable exampies.

The basement cost in all appraisals has been treatad separately to avoid ‘distorting’ costs.

The Professional Fees

The professional fees are greater than the 3 Dragons tool kit default. This reflects the cost of
consultants for buiidings of high architectural significance. The fees for Scenarios A & B are higher

than the Current Application to reflect the different degrees of planning risk associated with the 3
schemes, for example Scenario B is assumed to proceed only on the basis of an appeal.

11




The Deveioper’s Retumn

The developer's return for the Current Application is lower than the 3 Dragons tool kit
default reflecting the Applicant’s attitude towards risk associated with the particular planning
circumstances, chiefly the assumption for a swift resolution to grant due io local support and
consensus. The 3 Dragons and Open Book appraisals for the Current Application show a retumn of
13% and 11.15% on gross development value respectively.

The developer's retumn for Scenario A although still tower than the 3 Dragons default, is higher than
that used for the Current Application fo reflect the greater planning risk. The 3 Dragons appraisal
returns 14% on GDV and the Open Book returns 13.18% on GDV.

The developer's return for Scenario B is set at the 3 Dragon default of 15% on GOV and the Open
‘Book appraisal retums 14.24% on GDV. It is considered unlikely that equity investors would ses this
return as sufficient to cover the risk associated with this scenario but we have used this figure o
show that if they did accept the default return, the affordable provision would be similar to that of the
Current Application.

The difference between the returns in the 2 appraisal methods, given that tha principal inputs in bath
the 3 Dragons and Open Book appraisals for the relevant scheme are the same, is due to the Qpen
Book appraisal being more able to measure the holding and time related costs of the development.

£1086 Contributions

For the Current Application the 5.106 contribution in both appraisals has been capped at £1m (the
£2.035m on the planning obligations page within the 3 Dragons appraisal includes the off site
affordable payment of £1m, plus £35k of primarily legal expenses}. This has not yet been concluded
with the local authority but it is believed to be realistic given the wider benefits of the application as a
whole,

The 5.106 contribution assumed within Scenarios A & B (£2.1m and £2.4m) is higher than the
Current Application (E1m) as neither of these schemes offer the benefit of the public open space.
There is no off site payment in either of these scenarios.

Car Parking and Retail

As advised by Montagu Evans a value of £3.82m has been attributed 1o the car parking within the
Current Application and Scenaric B and £3.307m for Scenaric A,

A net benefit of £3.075m has been assumed for all three schemes to iake account of the income
from the retail, again as advised by Montagu Evans.

Affordable Housing Valuss

The values assured for the affordable housing are taken from a series of averaged unit type offers
provided by Housing Associations who were asked by Knight Frank to provide indicative proposals
for the project. They therefore represent competitive values assuming no grant input. A breakdown
of the affordable values is attached as Appendix 8.

The Land Cost
The land costs referred to below are based upon the Agresment entered into with Land Securities

as it relates to the site identified on Site Plan DP2 {Appendix 2) and the Agresment with Mayer
Bergman as it relates 1o the site identified on Site Plan DP3 (Appendix 3).

12




For the Current Appiication the Land Cost is made up as follows:

Base 'Land Securities' land: £24,188,000
Stamp Outy: £8568,000
‘Meyer Bergman' land: £22,000,000
Stamp Duty and Tax Liability: £1,341,000
Land Securities Overage: £3,000,000
Stamp Duty: £120,000
TOTAL: £51,617,000

As mentioned in Section 3 of this report the overage payment of £3m reflects what has been agreed
with Land Securities 1o enable the Applicant {o enter into the Agreement with the owners of the
Hopton Street Tower site. The original Agreement with Land Securities never envisaged the
purchasea of the Hopton Strest Tower site and therefore without this cap the purchase of the Hopton
Street Tower site would not have been possible. The £3m agreed with Land Securities reflacts the
planning certainty of the Current Application when compared with the other aliernative scenarios
and also the potential for an earlier payment.

For Scenario A the Land Cost is made up as follows:

Base 'Land Securities’ tand: £24,188,000
Stamp Duty: £968,000
Land Securities Overage: £3,433,000
Stamp Duty: £137,000
TOTAL: £28,726,000

For Scenario B the Land Cost is made up as follows:

Base 'Land Securlties' land: £24,188,000
Stamp Duty: £968,000
Land Securities Overage: £10,212,000
Stamp Duty: £408,000
TOTAL: £35,776,000

The cverage payment in Scenarios A & B is based upon the agreed formula contained within the
Applicant's Agreement with Land Securities which is set out within Section 3 of this report.

Development Programme

The pre-pianning programme period for the Current Application is shorter than Scenarios A & B to
reflect the different planning profile; a 6 and 12 month “delay” is assumed for Scenarios A & B
respectively. Thereafter, the programme assumes a similar phased construction build out of the
scheme across all 3 alternatives.

It should be noted that to draw a comparison between the Gurrent Application and the 2 alternative
development scenatios Is a complex process. Each appraisal has a number of fundamenial
differences as a result of the varying risk profile and nature of the scheme as identified above. 1t is
these differences, and the interrelationships between them, that explain why on the one hand the

13




land costs associated with the Current Application are significantly higher and yet on the other the
l affordable housing provision is broadly similar to the 2 alternative development scenarios.
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8.0 Conclusions

The opportunity for the Applicant to acquire the Hopton Street Tower site and incorporate it within
its scheme as key open space for the benefit of the wider community is unique and only open for a
very limited period of time.

The purchase of the Hopton Street Tower site is conditional upon the receipt of a satisfactory
planning permission by October 2006 and this satisfactory planning permissicn assumes the
affordable housing offer proposed is accsptable. i not, the opportunity will be lost and the Hopton
Street Tower built out.

The 3 Dragons appraisal and Cpen Book appraisal for the Current Application clearly justifies the
affordable housing provision and, despite the complexities of comparison, this is further supported
by the financial assessment of the 2 alternalive development scenarios whare similar affordable
housing provisions apply as summarisad below,

CURRENT APPLICATION | SCENARIO A SCENARIO B
Tatal Affordable units | 64 on site 80 on site 86 on site
9 off site
% of AH by Unit No. 31% 32% 29%
Tenure 50% social rent 70% social rent 70% social rent
I 50% shared equity | 30% shared equity | 30% shared equity
Wider benefit New, unified, open space | No unified open | No unifed open
for residents and visitors | space ‘ space

There is no doubt that the circumstances surrounding the Current Application are exceptional. [t
offers an opportunity to return an important area of land to open space which would otherwise not
be the case and has the widespread support of the local community and Tate Modern amongst
others; with this support it offers a far greater degree of planning certainty when compared to the
alternative development scenarios and therefare the earlier delivery of the affordable housing
proposed.

Accordingly, the Applicant looks forward to receiving confimation that the principles of the
affordable housing offer proposed as part of the Current Application set out within this report are
acceptable.
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Montagu Evans
Open Book Appralsal L
Current Apphcation (Hopton Street Tower site returned to ope

REVENUE
Sales Valuation fit? Rate ft* Grs.Value
Block A 53,550 £720.00 38,556,000
Parking A 14 units at £35,000 490,000
Block B 84,669 £745.00 63,078,405
Parking B 26 units at £35,000 910,000
Block C 115,152 £775.00 $9.242,800
Parking C 38 units at £35,000 1,330,000
Block D private 12,615 £755.00 9,524,325
Block D affordable 40,076 £139.00 5,570,564
Block E affordable 6,857 £139.00 953,123
Parking D) 34 units at £35,000 1,190,000
312.919 210,845,217
Rental Area Summary 1t Rate fi*  Grs. Rent pa
Ground Rents 229 units at £350 80,150
Retail & lobby A 2,723 £30.00 81,690
Retail & lobby B 2,723 £30.00 81,690
Retail & lobby C 2,723 £30.00 81,690
Retail & fobby D 2,723 £30.00 81,690
10,892 406,910
Investment Valuation Yield Factor Cap. Rent
Ground Rents
Valuation Rent 80,150 YP @ 6.0000% 16.6667 1,335,833
Retail & lobhy
Valuation Rent 81,690 YP @ 6.5000% 15.3846
{1yr Rent Free) PViIyOm@ 6.5000% 0.93%0 1,180,065
Retail & Lobby
Valuation Rent 81,650 YP @ 6.5000% 15.3846
(1yr Rent Free) PV iy 0m @ 6.5000% 0.9390 1,180,065
Retail & Lobby
Valuation Rent 81,6%0 YP @ 6.5000% 15.3846
(1yr Rent Free) PV 1y Om @ 6.5000% 0.9390 1,180,065
Retail & Lobby
Valuation Rent 81,690 YP @ 6,5000% 15.3846
(1yr Rent Free) PV 1y Om @ 6.5000% 0.9390 1,180,065
6,056,093
GROSS DEVELOPMENT VALUE 216,901,310
Purchaser's Costs 5.76% -349,013
NET DEVELOPMENT VALUE 216,552,298
ADDITIONAL REVENUE
. Interim Income ‘ . 626,000 :
626,000
NET REALISATION 217,178,29#




M ntaguﬁu'Evans

Open Book Appraisal
Current Apphcatnon (Hopton Street Tower sxt :

turfied to'open spa

OUTLAY
ACQUISITION COSTS
Acquisition Price
Stamp Duty 4.00%
Acquisition Agent Fees 1.00%
Acquisition Legal Fees 0.50%
Planning overage
Stamp duty on planning overage
Second land payment
Tax liability on part of land cost
Town Planning
CONSTRUCTION COSTS
Summary it Rate ft*
Retail & lobby 10,892 £120.00
Block A 65,666 £220.00
60% basement cost 67 units at -43.000
Block B 103,187 £230.00
Block C 140,711 £235.00
Phase 2 parking construction 45 umits at -43,000
Biock D private 15,635 £220.00
Block D affordable 50,031 £190.00
Block E affordable 8,228 £170.00
394,330
Contingency 5.00%
Demolition
Landscaping
Enabling
Other Construction
Insurances/ rights to light etc
Section 106 Costs
Section 106
Affordable housing off site payment
PROFESSIONAL FEES
Professional fees 13.50%
Banking & valuation fees
MARKETING
Marketing 2.00%
Letting Agent Fees 10.00%
Letting Legal Fees 5.00%

24,188,000
967,520
241,880
120,940

3,000,000
120,000
22,000,000
1,341,000

939,000

Cost
1,307,040
14,446,520
2,881,000
23,733,010
33,067,085
1,935,000
3,439,700
9,503,890
1,398,760

4,660,700
500,000
1,000,000
750,000

1,000,000

1,000,000
1,035,000

12,381,391
1,700,000

4,086,431
40,691
20,346

52,918,340

91,714,005

6,910,700

1,000,000

2,035,000

14,081,391

4,147,468




Montagu Evans "
Open Book Appraisal

DISPOSAL FEES
Sales Agent Fees
Sales Legal Fees

ADDITIONAL COSTS
Tenants compensation

FINANCE
Debit Rate 6.500%
Total Finance Cost
TOTAL COSTS

PROFIT

Performance Measures
Profit on Cost%
Profit on GDV%

0.50%

12.53%
11.15%

2,071,230

1,082,761
3,153,992

312,000
312,000
16,720,120

192,993,014‘

24,185,283
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Montagu Evans:
_ _ Dpen Book Appra;sal
A' (No purchase of Hopton Street Tower Slte)

REVENUE
Sales Valuation iz
Block A 43,184
Parking A 12 units at
Block B 69,879
Parking B 20 units at
Block C 95,110
Parking C 63 units at
Block D private 1,763
Block D affordable 39,357
Biock E affordable 6,857
256,152
Rental Area Summary fit?
Ground Rents 189 units at
Retail & lobby A 2,723
Retail & lobby B 2,723
Retail & lobby C 2,723
Retail & lobby D 2,723
10.892
Investment Valuation
Ground Rents
Valuation Rent 66,150
Retail & lobby
Valuation Rent 81,690
{lyr Rent Free)
Retail & Lobby
Valuation Rent 81,690
(1yr Rent Free)
Retail & Lobby
Valuation Rent 81,680
(lyr Rent Free)
Retail & Lobby
Valuation Rent 81,690
(1yr Rent Free)
GROSS DEVELOPMENT VALUE
Purchaser's Costs
NET DEVELOPMENT VALUE
ADDITIONAL REVENUE

Interim Income

NET REALISATION

Rate fi* Grs.Value
£690.00 29,794,960
£35,000 420,000
£715.00 49,963,485
£35,000 700,000
£745.00 70,856,950
£35,000 2,205,000
£745.00 1,314,925
£120.00 4,722,840
£120.50 826,269
160,806,429

Rate ftt  Grs. Rent pa
£350 66,150

£30.00 81,690
£30.00 81,690
£30.00 31,690
£30.00 81,690
392,910

Yield

YP @ 6.0000%

YP @ 6.5000%
PViyOm@ 6.5000%
YP @ 6.5000%
PV1yOm @ 6.5000%
YP @ 6.5000%

PV 1y Om @ 6.5000%
YP @ 6.5000%

PV 1y 0m @ 6.5000%
5.76% -335,566
926,000

Factor Cap. Ret%t
16.6667 1,102,500
15.3846

0.9390 1,180,045
15.3846

0.9390 1,180,065
15.3846

0.9390 1,180,065
15.3846

0.9390 1,180,003

5,822,760
166,629,189
166.293.623
926,000

167,219,423




I Montagu Evans
pen Boak Appraisal
ho Scenarlo A (No purchase of Hopton Street
| OUTLAY
l ACQUISITION COSTS
Acquisition Price 24,188,000
| Stamp Duty 4.00% 967,520
| l Acquisition Agent Fees 1.00% 241,880
Acquisition Legal Fees 0.50% 120,940
Planning overage 3,433,395
| I Stamp duty on planning overage 137,336
Town Planning 714,000
29,803,071
| ' CONSTRUCTION COSTS
Summary fe Rate fi* Cost
Retail & lobby 10,892 £120.00 1,307,040
I Block A 53,158 £220.00 11,694,760
| 60% basement cost 57 units at -43,000 2,451,000
Block B 84,427 £230.00 19,418,210
Block C 115,696 £235.00 27,188,560
Phase 2 parking construction 38 units at -43,000 1,634,000
| Block D private 3,127 £220.00 687,940
Block D affordable 48,383 £150.00 9,192,770
l Block E affordable 8,228 £170.00 1,398,760
323911 74,973,040
| Contingency 5.00% 3,823,652
Demolition 500,000
l Landscaping 2,000,000
Enabfing 750,000
| 7,073,652
O¢her Construction
l Insurances/ rights to light etc 1,000,000
| 1,000,000
| Section 106 Costs
l Section 106 2,100,000
2,100,000
| PROFESSIONAL FEES
Professional fees 14.50% 10,871,091
| l Banking & valuation fees 1,200,000
12,071,091
MARKETING
| I Marketing 2.00% 3,105,147
Letting Agent Fees 10.00% 39,291
Letting Legal Fees . 5.00% 19,646 .
l 3,164,084
|
|
|
| |




Montagu Evans
’ : Open Book Appralsal
Scenarlo A (No purchase of Hopton Street Tower Slte)

DISPOSAL FEES
Sales Agent Fees
Sales Legal Fees

ADDITIONAL COSTS

Tenants compensation

FINANCE
Debit Rate 6.50(%
Total Finance Cost

TOTAL COSTS
PROFIT
Performance Measures

Profit on Cost%
Profit on GDV%

0.50%

15.12%
13.18%

1,601,888
831,468
2,433,356
312,000
312,000
12,324,198

145,254,491

21,965,133
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M'antagu" Evéhé T

Open Book Appralsa

REVENUE
Sales Valuation fe2 Rate ft* Grs.Valoe
Block A 53,550 £700.00 37,485,000
Parking A 14 units at £35,000 490,000
Block B 84,669 £725.00 61,385,025
Parking 26 units at £35,000 910,000
Block C 115,152 £755.00 86,939,760
Parking 38 units at £15,000 1,330,000
Block D private 7,535 £735.00 5,538,225
Block D affordable 45,247 £116.00 5,248,652
Block E affordable 6,857 £116.00 795,412
Parking D 34 units at £35,000 1,190,000
313.010 201.312.074
Rental Area Summary ft* Rate fi*  Grs. Rent pa
Ground Rents 227 units at £350 79,450
Retail & lobby A 2,723 £30.00 81,690
Retail & Jobby B 2,723 £30.00 81,690
Retail & lobby C 2,723 £30.00 81,690
Retail & lobby D 2,723 £30.00 81,690
_10.862 406.210
Investment Valuation Yield
Ground Rents
Valuation Rent 79,450 YP @ 6.0000%
Retail & lobby
Valuation Rent 81,690 YP @ 6.5000%
{1yt Rent Free) FViyim@ 6.5000%
Retail & Lobby
Valuation Rent 81,690 YP @ 6.5000%
(1yr Rent Free) PViyOm@ 6.5000%
Retail & Lobby
Valuation Rent 81,690 YP @ 6.5000%
(1yr Rent Free) PV1iyom@ 6.5000%
Retail & Lobby
Valuation Rent 81,690 YP @ 6.5000%
(1yr Rent Free) PV 1y0m @ 6.5000%
GROSS DEVELOPMENT VALUE
Purchaser's Costs 5.76% -348,340
NET DEVELOPMENT VALUE
ADDITIONAL REVENUE .
Interim Income 1,226,000
NET REALISATION

Factor Cap. Remt
16.6667 1,324,157
15.3846

0.9390 1,180,065
153846

0.9330 1,180,065
15.3846

0.9350 1,180,065
15.3848

0.9390 1,180,065

6,044,427
207,356,301
207.008.160
1,226,000
208,234,160
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' “:Montagu Evans.
. . Open Book Appraisal _
Scenario B (no purchase of Hopton Street Tower s
OUTLAY
‘ I ACQUISITION COSTS
Acquisition Price 24,188,000
Stamp Duty 4.00% 967,520
| Acquisition Agent Fees 1.00% 241,880
; Acquisition Legal Fees 0.50% 129,940
j Planning overage 10,212,139
l Stamp duty on overage 408,485
Town Planning $39,000
37,077,964
' CONSTRUCTION COSTS
Summary ft? Rate ft* Cost
Retail & lobby 10,892 £120.00 1,307,040
' Block A 65,666 £220.00 14,446,520
60% basement cost 67 units at -43,000 2,881,000
Block B 103,187 £230.00 23,733,010
Block C 140,711 £235.00 33,067,085
Phase 2 parking construction 45 ynits at -43,000 1,935,000
Block D private 9.381 £220.00 2,063,320
Block D affordable 56,284 £190.00 10,693,960
: l Block E affordable 8,228 £170.00 1,398,760
394349 91,526,195
| Contingency 5.00% 4,651,310
| Demolition 500,000
‘ l Landscaping 1,000,000
Enabling 750,000
6,901,310
Other Construction
Insurances/ rights to light etc 1,000,000
| 1,000,000
i Section 106 Costs
l Section 106 2,400,000
2,400,000
PROFESSIONAL FEES
Professional fees 15.50% 14,186,560
l Banking & valuation fees 1,700,000
15,886,560
MARKETING
Marketing 2.00% 3,905,361
Letting Agent Fees 10.00% 40,621
Letting Legal Fees - 5.00% 20,311 .
l 3,966,293




: Open Book Appraisal ‘
Scenano B (no purchase of Hopton Street Tower 5|te)

DISPOSAL FEES
Sales Agent Fees
Sales Legal Fees 0.50%

ADDITIONAL COSTS
Tenants compensation

FINANCE
Debit Rate 6.500%
Total Finance Cost
TOTAL COSTS

PROFIT

Performance Measures
Profit on Cost% - 16.52%
Profit on GDV% 14.24%

1,990,550
1,035,041

312,000

3,025,591

312,000

16,609,012

178,704,93

29,529.23

b7
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Private Residential Sales Vatues

- Recent sales of apartments in Southwark are in respect generally of schemes of a lower height and

specification than that proposed at the Holland Street Buildings. In addition most of the current units ava{able
as is

are within small schemes of less than 20 units. The only large scheme with landscaping and amenity ar
af Tabard Square where higher sales prices are being achisved than within smaller schemes in the ares.

The Bench, 20-24 Kings Bench Street, London SE1

Development by North Star (2000) Lid of 12 apariments over 5 storeys with

offices on the ground floor. The scheme comprises of & one bedroom, & two

e, hedroom and 1 three bedroom apartment. Construction completed at the end of

= 2005. The development is located to the south east of Southwark station. Only
one unit remains available, a two bedroom duplex apartment at a sales price of
£475,000.

The sales prices of the remaining apartments are set out betow:-

| Unit No Floor Level | No. of Beds Size sq ft \ Price Price per sqft | Date zold
1 2 1 667 l £200,000 £435 21104/P008
| 2 2 1 646 £980,000 £434 27/09/2005
‘ ( 3 2 1 646 £280,000 £434 31/12/2005
! 4 \ 2 1 581 £265,000 £456 31/12¢ 2005J
} 5 \ 2 2 732 £345,000 £471 34/12/2005
| 8 2 2 | £380,000 £aa1 21/04/5006
! 7 3 4 ' 614 £295,000 £481 31/12/2005
L 3 34 2 \ 1,184 £525,000 £443 27109/R005
o 9 3/4 2 1,109 £495,000 TA45 31/12/2005
L 11 3/4 3 1,163 £550,000 £473 21/04/2006
| ] 1 12 34 2 990 £495.000 £500 21/04/R006

The sales show an average price per square foot overall of £480. This is, however, a small scheme withino
amenity space of views of the riverfopen space.

-nhh-_.__.‘
L T S S-S A




Tabard Square, 34-70 Long Lane, SE1

Berkeley Homes schame of 392 ong, two and three bedroom apartments
within three 4-8 storey buildings and 22 storey tower set around a
iandscaped public square located just to the east of Borough underground
station. Construction is due for completion at the end of 2006 and nearly
70% of the units have been sold to date.

The most recent sales from 2006 are set out below:-

Unit No. Floor No. of Beds | Size sqft Price Price per sq ft
Level
AD101 1 3 1,141 £465,000 £408
A0103 1 2 818 £365,000 £446
AQ104 1 2 840 £375,000 £447
A0110 1 2 807 £415,000 £514
A0112 1 2 Q04 £450,000 £498
AD209 2 2 926 £420,000 £454
A0303 3 2 818 £385,000 £471
AD304 3 2 850 £375,000 £441
AD306 3 2. 861 £385,000 £447
A0310 3 2 807 £425,000 £526
A0314 3 2 840 £430,000 £512
C1003 10 2 883 £495,000 £561
C1005 10 1 463 £335,000 £724
C1104 11 2 700 £475,000 £679
C1203 12 2 883 £530,000 £600
C1204 12 2 721 £485,000 £673
C1205 12 1 463 £345,000 £745
C1504 15 2 700 £525,000 £750
C1901 19 2 807 £650,000 £805

The average price achieved within the scheme since the first release in March 2005 is £550 per sq ft although
the maximum, in respect of a two bedroom apartment on the 19" floor, is currently £805 per sq ft.




Wireworks, Great Suffolk Sireet, London W1 -

Oakmayne scheme comprising 14 one and two bedroom apartments over ground and

four upper floors, located near to Southwark station.

Construction completed in May 2005 and only the 2 two bedroom penthouse units

remain available at £525,000 and £550,000.

The sale of the other units were all achieved at the end of 2005 at the following prices:-

Unit No Floor Level | No. of Beds | Size sqft Price Price per sq ft
1 2 1 592 £279,000 £471
2 2 1 592 £279,000 £471
3 2 1 592 £375,000 £465
3 2 1 560 £265,000 £473
5 3 1 502 £285,000 £481
6 3 1 592 £285,000 £481
7 3 1 592 £280,000 £473
8 3 1 560 £275.,000 Fa91
9 4 1 592 £295,000 £498
10 4 1 592 £295,000 £498
11 4 1 592 £290,000 £490
12 4 1 560 £285,000 £509

13 (pent) 5 915 £550,000 £601

14 (pent) 5 915 £525,000 £574

The average price achieved within the scheme is £505 per sq ft with the maximum being the asking prid

penthouse number 13 at £601 per sq ft.

e of




Tower View, Druid Street, London SE1

Scheme located close to London Bridge station comprising 14 two and
three bedroom apartments over 6 floors.

The scheme is due for completion at the end of August 2006 and only the
penthouse remains available at a sales price of £920,000.

The other units were all sold in 2005 at the following prices:-

Unit' No Floor Level | No. of Beds Size sq ft Price Price per sq ft
1 1 2 B78 £345,000 £509
| 2 1 2 614 £315,000 £613
| 3 1 2 561 £315,000 £542
| 4 2 678 £350,000 £516
5 2 614 £320,000 £622
6 2 581 £320,000 £551
7 2 678 £360,000 £531
8 2 614 £330,000 £538
9 2 581 £330,000 £568
2 678 £360,000 £531
11 2 614 £330,000 £538
12 2 581 £330,000 £568
13 (pent) 3 1,098 £595,000 £542

The average price achieved in the scheme is £574 per sq ft with the maximum being the asking price in|respect
of the remaining available penthouse at £829 per sq ft.
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Bermondsey Building Bermondsey Street, London SE1

Small scheme of 14 one, two and three bedroom flats due for completion at
the end of 20086, located to the south of Bermondsey underground station.

Only 1 two bedroom unit remains available at an asking price of £400,000.

Recent sales prices from 20086 are set out helow:-

Unit No Floor Level | No. of Beds Size sq it Price Price per sq ft
1 1 2 990 £575,000 581
2 1 1 624 £350,000 561
3 1 2 614 £395,000 644
4 1 2 624 £400,000 641
‘ 5 1 1 495 £335,000 677
| 6 2 2 990 £580,000 586
| 7 2 1 694 £355,000 569
| 9 2 2 624 £405,000 649
10 2 1 495 £340,000 687
11 3 2 624 £425,000 681
12 3 2 904 £535,000 592
13 4 1 484 £345,000 712
14 4 1 495 £345,000 697

The average price achieved within the scheme is £628 psf with the maximum being in respect of Unit 13 at
£712 psf.




GC Bankside . PARTNERSHIP

Hopton Street Buildings

Commentary on construction cost figures used for Appraisal

1 Introduction

We have been requested to comment on the construction cost allowances used for the latest Appraisal.

2 Construction cost allowances

We are advised that the following construction cost allowances are being used:

EM2 of GIA
Block A - Private 220
Block A - Retail and Lobby 120
Block B - Private 230
Block B - Retail and Lobby 120
Black C - Private 235
Block C - Retaill and Lobby - 120
Black D - Private 220
Block D - Retail and Lobby 120
Block D - Affordable 190
Block E - Affordable 170

We would comment as follows:

1 Whilst the design and specification information is still at a fairly early level of development, we have
carried out initial cost studies on a typical private biock that indicate construction cost levels that are
slightly higher than those stated above. Following discussion with the Client, however, we consider
that in the light of the likely standard of specification required, the above figures represent a reasonablé
target that is achievable.

2 We assume that the costs are current as at 3Q086, with no allowance for future construction cost
inflation.

3 In addition to the above allowances, costs for the basement, external works, incoming services,
demuolitions and enabling works, etc need o be included.

pp WT Partnership
2nd August 2006




Affordable Value Break Down

Current Application (Hopton Street Tower Retumned to Open Space)

Social Rented

Type 1 Bed 2 Bed
Mumber Of

Units 14 8
Unit Rate

Average £61,248 £85,955
Value of

Units £857 472 £687 640

3 Bed

- £103,525

£931,725

Shared Equity
4 Bed Studio 1 Bed Z Bed
1 8 8 16
£119,970 £108616 £109,616  £136,558
£119,970  £876,928

Total

64

£876,828 £2,184,928 £6,535591

Scenaric A (No Purchase of Hopton Street Tower Site)

Social Rented Shared Equity
Type 1 Bed 2 Bed 3 Bed 4 Bed Studio 1 Bed 2 Bed Total
Nurnber Of
Units 18 12 13 1 4 4 & &80
Linit Rate
Average £61,248 £85 955 £103,525 £119,870 £109 616 £109,616 £136,558
Value of
Units £1,102,464 £1,031,460 £1,345825 £119,970  £438,464 £438,464 £1002464 £5569.111
Scenario B (No Purchase of Hopton Street Tower Site)

Social Rented Shared Equity
Type 1 Bed 2 Bed 3 Bed 4 Bed Studio 1 Bed 2 Bed Total
Number Of
Units 20 14 15 1 4 4 8 66
Unit Rate
Average £61,248 £85,955 £103,525 £119,970 £109.616 £109,618 £136,558
Value of
Units £1,224 960 £1,203,370 £1,552,875 £119,870 £438,464 £438.4684 £1,002 484 £6,070,587]




