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Westmoreland House, Stokes Croft, Bristol BS1 3RU
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2 CURRENT POSITION
2.1

Current Ownership
We understand the Applicant already owns the Property and has done for some time.
We have not been provided with details of the original purchase price.
For the purpose of our viability assessment, we have taken into consideration the alternative
use value as evidence of Site Value.

2.2

Current Planning Position
In November 2014, a planning application (planning reference 14/05930/F) was submitted
for the Demolition of Westmoreland House and No.4 Ashley Road (Grade ll Listed), partial
demolition, alteration and renovation of the Carriageworks building providing 721 sq m of
non-residential accommodation (Use Classes A1/A2/A3/A4/D1/D2/B1) and 118 residential
units (Use Class C3)and creation of a new public realm, new communal landscaped garden
areas, bio-diverse living roofs, roof gardens, disabled car parking services and access.
Our advice relates to this application.
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3 ESTABLISHING FINANCIAL VIABILITY
The RICS Guidance Note “Financial Planning in Viability” (GN 94/2012) states that, in order
for a site to be viable, it must pass an objective financial viability test, which is the ability of a
development project to meet its costs including the cost of planning obligations, while
ensuring an appropriate Site Value for the landowner and a market risk adjusted return to
the Applicant in delivering the project.
In reality, in order for a site to be viable, two tests must be passed:
1. A residual appraisal must produce a positive Residual Land Value.
2. The Residual Land Value must be sufficiently in excess of the Site Value in current
use for the land owner to be a willing seller, as recognised by the National Planning
Policy Framework (NPPF).
For a development to be financially viable, the Residual Land Value must be greater than
1
the Site Value. The Site Value is derived from the higher of either the current use value or
else the alternative use value reflecting an existing planning permission or else a proposed,
policy compliant scheme.

3.1

Current Use Value
We understand the Property currently has B1 office use. We are in agreement with the
Applicant that given the time period the property has been vacant and considering the
property has been left in shell condition, assessing our opinion of value based on the current
use is not appropriate in this instance. Developers are more likely to treat the current
buildings as a cost in terms of demolition.

3.2

Alternative Use Value
The Alternative Use Value (AUV) takes into account the current planning consent, which in
our opinion is for the optimum use, making best use of the site and producing the highest
value for the site.
The Applicant has stated their opinion of Alternative Use Value (site value), on the basis of
residential consent as £1,575,000 which equates to £1,250,000 per acre.
In assessing whether the Applicant’s assumption is reasonable we have had regard the
below residential land comparables. Not surprisingly, these range significantly from site to
site depending on location and the density / planning permission. It should be noted that
there are very few centrally located sites of this size that come to the market. As such, there
is a dearth of directly comparable evidence. The below transactions do however provide a
useful benchmarks in respect of residential consented land.
Malago site, Bedminster –
This 7 acre site is a former NG site and is under offer/due to exchange imminently to a
national house builder for a price which equates to just under £1.0m per acre. Whilst the
terms of the transaction are confidential we understand the price was agreed in Q2 2014.
The price was agreed on a subject to planning basis and whilst there are various
contamination and remediation works required the price detailed is on a clean site basis.

1

The current use value is defined in the Guidance Note as “the market value for the continuing existing use of the site,
disregarding all hope value for an alternative use”.
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Land at Hawkins Street, Bristol –
This 1 acre brownfield site is currently under offer for £1.85m. The offer is made subject to
planning and we understand the proposed scheme is high density with circa 65/70 units
proposed.
Land at Badminton Road, Down End –
This 1.7 acre brownfield site was sold in December 2013 for £1.2m equating to £705,882 per
acre. The price was agreed on an unconditional basis.
Gateway Site, Emmersons Green, Bristol –
Although now somewhat historic, this 20 acre site was sold for volume housing in December
2012 for £17.3m equating to £865,000 per acre, to Taylor Wimpey. There was a resolution
to grant planning consent.
We have also had regard to the below smaller sites:
United Reform Church, Church Road, Bishopsworth, Bristol
The site extends to approximately 0.61 acres and is currently occupied by a former church
building and an additional meeting hall. It is located in a predominantly residential area
approximately 3.7 miles to the south west of the city centre. No planning applications have
currently been submitted, but the agent has informed us that the site has good residential
potential, which could include the church building, however this could be demolished. The
site has only recently been marketed at an asking price of £775,000. The agent is of the
opinion it is likely to sell in two sections; the front 0.2 acres with the church building for
£250,000 (£1,250,000 per acre) and the rear parking area of 0.41 acres for £350,000
(£853,659 per acre).There has been a subject to planning offer for the rear section at
£275,000 (£670,732 per acre), which has been rejected. The property is level and has
reasonable access to the rear.
The New Church, Cranbrook Road, Redland Bristol
The site extends to 0.27 acres and is currently occupied by a former church. It occupies a
prominent corner plot, in a predominantly residential area, which is a short distance from
Gloucester Road and approximately 2 miles to the north of the city centre. No planning
applications have been submitted, but the agent has informed us that the site has good
residential potential. Situated in a conservation area it is likely the church building will have
to remain in place. However, a terrace of town houses could be built behind. The sales
agent has informed us an offer, which is subject to obtaining planning consent, has recently
been accepted at £430,000 (£1,592,593 per acre). The offer is from a residential developer.
There was also good interest for use as a school and a church. The agent informed us there
are two large drains running under the site.
64-70 West Street, Bedminster, Bristol
The site extends to 0.26 acres and is currently used for car sales. It is located in a
predominantly residential area, opposite Tesco Express and a modern residential
development and is close to East Street. There are a number of other modern residential
developments in the vicinity. The site is approximately 2 miles to the south west of the city
centre. The site has full planning consent for the erection of 22 self-contained apartments
with parking. The sales agent informed us the site recently sold for £665,000 (£2,557,692
per acre).
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Land at the Rear of St Francis Church Hall, Saint Francis Road, Ashton, Bristol
The site extends to 0.192 acres and is predominantly flat and undeveloped, however, there
are two lock up garages. It is located in a predominantly residential area, just off North
Street, and 2 miles to the south west of the city centre. No planning applications have been
submitted, but the agent has informed us the site has good residential potential. The site
was sold subject to planning in November 2013, for £505,000 (£2,630,208 per acre). The
site has now obtained consent for seven, three bed town houses.
Based on our knowledge of the local market and the comparables set out above we are of
the opinion that the value of £1,575,000, which equates to £1,250,000 per acre, that the
Applicant has attributed to the site is reasonable.

3.3

Site Value
The RICS Guidance Note defines Site Value as:
“The Market Value subject to the following assumption: that the value has regard to
development plan policies and all other material planning considerations and
disregards that which is contrary to the development plan.”
The RICS guidance Note advises that the purchase price may or may not be material in
arriving at the Site Value, and that it is for the practitioner to decide the relevance or
otherwise of the purchase price. As we have not been advised of the purchase price, and
the Applicant is not seeking to assert the purchase price as the Site Value, we have
determined the Site Value on the basis of the AUV.
Our opinion of the Site Value is £1,575,000.
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4 THE SITE
The Property is located at the junction of the A38 and the B4051 in the Stokes Croft area of
Bristol. It is approximately 0.5 miles to the north of the city centre.
The A38 is one of the main routes into Bristol providing access to the Northern suburbs
and the M5 Motorway at junction 16.
The Property has the benefit of a good road frontage onto the A38, and to a lesser extent
frontage onto the B4051 which is where the access point to the rear car park is located.
There are a number of different uses surrounding the property with mainly local retail and
leisure uses fronting onto the A38. There is also a Tesco Express. To the north and east
there are mainly period residential properties. There is also a property occupied by the
Salvation Army as well as a new development being undertaken on behalf of the Salvation
Army.

We include an extract from the Ordnance Survey on which we show our understanding of
the boundary of the Property edged in red. The site area extends to approximately 1.26
acres (0.51 hectares).
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The Property comprises of two main parts: the Grade ll* Listed Carriageworks which is going
to be extensively renovated and Westmoreland House, which is a shell of an office building
which has been vacant for decades and is going to be demolished.
There is a large yard / car park area to the rear of the property which on inspection we were
unable to gain access to. This area is currently occupied by travellers.
Photographs of the site taken during our inspections are shown below:

Front Elevation Westmoreland House
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Page 8

Rear Elevation Westmoreland House
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5 DEVELOPMENT PROPOSALS
5.1

The Proposed Scheme
The proposed scheme, as submitted with the current planning application, comprises the
following:


The Demolition of Westmoreland House and No.4 Ashley Road (Grade ll
Listed), partial demolition, alteration and renovation of the Carriageworks
building providing 721 sq m of non-residential accommodation (Use Classes
A1/A2/A3/A4/D1/D2/B1) and 118 residential units (Use Class C3) and creation
of a new public realm, new communal landscaped garden areas, bio-diverse
living roofs, roof gardens, disabled car parking services and access.

We have been provided with a schedule of Net Internal and Gross Internal areas for the
proposed development. We assume the areas have been calculated in accordance with the
th
RICS code of Measuring Practice (6 edition, August 2007) but we have been unable to
verify them.
Residential

Nunber of Units

Smallest
NIA (sq ft)

Largest
NIA (sq ft)

Average
NIA (sq ft)

Total

1 Bed Flat

59

495

635

544

32096

2 Bed Flat

32

678

915

757

24224

3 Bed Flat

15

840

947

881

13215

2 Bed Duplex

3

797

840

825

2475

3 Bed House

9

1098

1098

1098

9882

Unit Type

118

81892

The total Gross Internal Area of the residential area is stated to be 102,825 sq ft, which
comprises 95,219 sq ft of private residential and 7,612 sq ft of shared ownership.
The gross to net ratio of the residential area is approximately 20%.
Commercial
The total Gross Internal Area of the commercial area is stated on the Applicant’s appraisal to
be 9,404 sq ft, this is inclusive of plant. In the Applicant’s appraisal rents have been
attributed to 7,470 sq ft of commercial space.
It should be noted there could be an impact on viability if incorrect floor areas are utilised in
the appraisals.

5.2

Section 106 financial contributions / Community Infrastructure Levy
(CIL) / Affordable Housing Contribution
The Applicant has included the flowing in their appraisal:

Westmoreland House, Stokes Croft, Bristol, BS1 3RU
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Payment type

Amount

Residential CIL

£441,400

Retail CIL

£79,080

106 and s278
payment

118,000

Total

£638,480

They have also allowed for the provision of eight Shared Ownership Affordable Housing
units, spread across a number of different flat types.
You have informed us that the Applicants CIL calculation is incorrect as they have not
factored in indexation to 2015. As such, based on the provision of eight affordable housing
units the total CIL should be £626,896.15. We have factored this into our appraisal
spreading the cost over the build period.

Westmoreland House, Stokes Croft, Bristol, BS1 3RU
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6 REVIEW OF THE APPLICANT’S APPRAISAL
We have reviewed the Applicant’s residual appraisal and assessed the individual
components.
We are of the opinion that the majority of the Applicant’s assumptions are reasonable but we
have identified some assumptions that need adjustment. We consider each of these in turn
in the following sections.

6.1

Gross Development Value
The Applicant’s appraisals assume the following estimated Gross Development Value (GDV)
for the current scheme:
Accommodation
type
Residential apartments
(Private)
Residential apartments
(Shared Ownership)

NIA, Sq ft

Gross sales

£ psf

75,810

£27,295,000

Av £360.04

6,060

£1,025,820

Av £169.28

Ground rents

-

£497,697

-

Commercial

7,470

£898,501

£120.28

Total GDV

6.1.1

£29,717,018

Residential Sales Revenue
The Applicant has applied the following sales revenues:
Private
Number
of Units

Smallest
NIA (sq
ft)

Largest
NIA (sq
ft)

Average
NIA (sq ft)

1 Bed Flat

58

495

635

2 Bed Flat

29

678

3 Bed Flat

14

3 Bed House

9

Unit Type

Total

Developers
Sale Price

Average
Sales Price
per sq ft

Total Sales

544

31552

£215,000

£395.22

£12,470,000

915

757

21953

£250,000

£330.25

£7,250,000

840

947

881

12334

£300,000

£340.52

£4,200,000

1098

1098

1098

9882

£375,000

£341.53

£3,375,000

£360.47

£27,295,000

110

75721

Affordable – Shared Ownership

Unit
Type
1 Bed
Flat
2 Bed
Flat
3 Bed
Flat
2 Bed
Duplex

Developers
Sale Price

Average
Sales
Price
per sq ft

Total Sales

Estimated
Affordable

Number
of Units

Smallest
NIA (sq ft)

Largest
NIA (sq ft)

Average
NIA (sq
ft)

1

495

635

544

544

£215,000

£395.22

£215,000

£107,500

3

678

915

757

2271

£250,000

£330.25

£750,000

£375,000

1

840

947

881

881

£300,000

£340.52

£300,000

£150,000

3

797

840

825

2475

£265,000

£321.21

£795,000

£397,500

£333.82

£2,060,000

£1,030,000

8
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The exact figure the Applicant has applied on the affordable housing is £1,025,820. This
produces a total Gross Development Value for the residential element of £28,320,820.
The applicant has assumed a sales period of nine months with sales completions beginning
three months prior to practical completion with 50% of units selling within this period,
weighted towards month one. Sales will then slowly decrease until the final sales in month
nine. In our opinion this assumption is reasonable.
The basis of the Applicant’s adopted sales revenues is drawn from comparable evidence
from a number of new build, city centre apartment schemes, including Invicta at
Harbourside, Finzels Reach at Castle Park, and Horizon/Eclipse at Temple Quay and a
number of locally based re-sales.
It is evident that based on the sales of the flats in the above new build schemes the sales
rates adopted by the Applicant can be supported. However, it should be noted that all of
these schemes are in superior locations, a number of the sales include an allocated parking
space and the sales are over a 12 month period up until November 2014.
According to the Rightmove House Price Index for the South West house prices on average
have increased by 7.5% over the last year. Bristol has been a particular hotspot. According
to Hometrack UK Cities House Price Index published in October 2014 Bristol had one of the
highest house price inflation rates in the UK, with an average increase of 14.1% over the 12
month period to the date of the report.
We have conducted our own research into the local market considering the most recent
sales in the above city centre scheme. Details of which are provided in Appendix 3. We have
also done more research into sales at Armidale Place which is the closest comparable
residential development. This has given us a better understanding of achievable sales rates
in this area. Further understanding has been provided by reviewing sales rates at Prospect
Court, which is a significantly smaller scheme but it is located out of the city centre.
Armidale Place, which is located 0.1 miles to the north of the subject Property, was
completed in 2009. It has basement secure car parking and a number of the flats have
allocated parking spaces. In 2014 there were 10 re-sales in the development at between
£138,000 for a small one bed flat to £225,000 for a two bed flat.
There have been four sales since the start of 2015 at between £180,000 to £215,000 (£336
to £375 per sq ft). Details of the sales are shown in the table below.

Flat

Details

Bedrooms

Size

Flat 218

1 parking space,
outside terrace, 1
bathroom

2

582

2

550

2

609

2

639

Flat 213
Flat 502
Flat 504

no terrace, no
parking, top floor flat
1 bath, 1 parking
space
1 parking space, 1
bathroom

Achieved
Price / Price
per sq ft

Date

£218,000/
£375

Exchanged, as
at Feb 2015

£180,000/
£327
£210,000/
£345
£215,000/
£336

Exchanged Feb
2015
Exchanged Jan
2015
Exchanged Jan
2015

Comment

Sold STC.
Achieved
below asking
of £189,550.

From the above it is evident that the lowest achieved value is for the flat without parking. It
should be noted that this scheme is now approximately six years old. As such, it is a
reasonable expectation that a premium will be achieved over and above these values, once
an adjustment has been made for not having parking, for the flats within the proposed
development. Taking this into consideration the recent sales within Armidale Place support
the Applicant’s proposed sales values.
Westmoreland House, Stokes Croft, Bristol, BS1 3RU
Bristol City Council
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Prospect Court is located 0.6 miles to the south west of the subject Property in a
predominantly residential area to the rear of the Bristol Royal Infirmary. Prospect Court is a
new development of nine, two and three bedroom flats. It has communal gardens and a bike
store but there is no allocated parking. It is due for completion by the end of February 2015.
To date eight flats have sold subject to contract and there are good levels of demand in the
remaining flat. The majority of sales have been at close to the asking price. The agreed
sales prices are detailed in the table below:

Flat

1
2
3
4
5
6
7
8
9

Details
Ground floor, one
bathroom
Ground floor, two
bathroom
Ground floor, one
bathroom
First Floor, one
bathroom
First Floor, two
bathroom
First floor, one
bathroom
Second floor, one
bathroom
Second floor, two
bathroom
Second floor, one
bathroom

Bedrooms

Size

2

724

2

739

2

627

2

724

3

759

2

627

2

724

3

759

2

627

Achieved
Price / Price
per sq ft

Date

£245,000/
£338
£245,000/
£331
£242,500/
£386.5

Sold subject to
contract
Sold subject to
contract
Sold subject to
contract

£245,000/
£338
£280,000/
£369
£238,500/
£380
£245,000/
£338
£280,000/
£369
£240,000/
£383

Sold subject to
contract
Sold subject to
contract
Sold subject to
contract
Sold subject to
contract
Sold subject to
contract
Available

After having regard to the comparables detailed in Appendix 3 (making adjustments for the
improved market over the last 12 months) and the more recent sales in the above two
developments we are of the opinion that the Applicant’s adopted sales revenues are
reasonable.
6.1.2

Ground rents
The Applicant has adopted ground rents of £300 per annum across 101 of the flats. They
have then capitalised the annual ground rent at a yield of 6.0%, to produce a total gross
value of £497,697.
We consider both rent and yield applied as reasonable. However, in our opinion the rent of
£300 per annum should be applied to all of the 118 flats, including the shared ownership
flats. This increases the annual revenue and as a result increases the total gross value to
£581,468.

Westmoreland House, Stokes Croft, Bristol, BS1 3RU
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6.1.3

Commercial
The Applicant has undertaken their assessment of Gross Development Value (GDV) of the
commercial element using the investment method, capitalising their opinion of Market Rent
at a yield. In our opinion this is the correct approach to adopt. We have set out the
Applicant’s inputs into the investment valuation, together with our opinions below.
The proposed development will provide 7,470 sq ft of commercial/ community space, which
is split across five separate units. Three of the units face onto Stokes Croft (A38) and two at
the junction with Stokes Croft (A38) and Ashley Road (B4051). Ashley Road is not a retail
pitch. As such, the two units fronting it are slightly off the main pitch fronting Stokes Croft
(A38). The majority of the surrounding units fronting Stokes Croft (A38) are relatively small,
occupied by local tenants for retail, café, pub and restaurant uses.
It is a fair assumption that occupiers for the subject units are likely to be local in nature, using
them for retail / community based purposes.
The Applicant has adopted a Market Rent of £74,700 per annum which equates to £10 per
sq ft overall on a gross internal basis.
There are limited recent transactions in the vicinity. The majority of transactions are further
up the A38, passed its junction with Zetland Road, which is a significantly stronger retail
pitch. Generally overall rents on a Net Internal basis range from £7.50 to £19.00 per sq ft
depending on the strength of the pitch, the size of the unit and the terms of the lease/
incentives.
30 Stokes Croft, Bristol
Let to Club Snug in September 2014 at a rent of £20,000 per annum, which equates to
£11.81 per sq ft overall (based on NIA areas). This was on a 10 year lease with a five year
upward only rent review. There was no break or incentives. The property comprised 1,693 sq
ft of ground floor retail accommodation. There are three parking spaces to the rear.
174 B Cheltenham Road, Bristol (A short distance up the A38)
Let to Papa John’s in December 2013 at a rent of £32,490 per annum, which equates to
£12.06 per sq ft overall (based on NIA areas). The property comprised 2,694 sq ft of ground
floor retail and ancillary space. There are five parking spaces to the rear.
After having regard to the above we consider the Market Rent applied by the applicant to be
reasonable.
The Applicant has allowed for an average six month letting period. In our opinion this is
reasonable.
The Applicant has capitalised their opinion of Market Rent at a yield of 8%. In our opinion,
based on the tertiary nature of the pitch and the high likelihood of securing lettings to local
businesses, this is a reasonable assumption. We have had regard to the comparable set out
below:
5 The Promenade, Gloucester Road (A38), Bristol
In May 2014, the investment was purchased for £120,000, which reflects a net initial yield of
9.82%. The property is let to Consol Sun Centre plc for a term of five years from January
2013 at a rent of £12,000 per annum. The property is held leasehold for a term of 99 years
from 2001 subject to a peppercorn rent. The property comprises a self-contained retail unit
extending to 939 sq ft.

Westmoreland House, Stokes Croft, Bristol, BS1 3RU
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Overall we think the value of £898,501 that the Applicant has adopted for the commercial
element is reasonable and we have adopted it in our appraisal.
6.1.4

Conclusion
Overall, we consider the Applicant’s adopted Gross Development Value of £29,717,018 to
be slightly low due to the difference in the capitalised ground rents. We have adopted
£29,800,789.

6.2

Development Costs
We have been provided with a copy of the Applicant’s appraisal for the proposed scheme,
which forecasts a total development cost (including finance) of £23,966,775. This includes
the residual value for site purchase and a general build cost of £17,738,360.
A breakdown of the Applicant’s appraisal for the current scheme is shown below:
Build costs
Total
Basic build costs
Non fixed price Construction contract
including 5% contingency (based on a cost
plan provided by EC Harris)

Total Build Costs

£/psf

£17,738,360
£158.04

£17,738,360

£158.04

Other costs
Residential CIL payment

£441,400

Retail CIL Payment

£79,080

S 106 and S 278 payment

£118,000

Total
Professional Fees

£638,480
£1,773,836

10%

Marketing Costs - Commercial

£15,000

Marketing Costs - Residential

£409,425

1.5% GDV

10,500

10%

3,725

5%

Letting Agent Fees
Letting Legal Fees
Sales Agent Fees

£297,170

1%

Sales Legal Fee

£148,585

0.5%

Total
Total Development Costs
Land (Residual value produced by appraisal)

£2,658,241
£21,035,081

£187.42

£1,426,820

Stamp duty

£57,073

4%

Agent Fees

£17,122

1.2

Legal Fees

£8,561

0.6

Total purchase costs
Forecasted total cost including purchase

Westmoreland House, Stokes Croft, Bristol, BS1 3RU
Bristol City Council
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Note: the above costs exclude finance costs.
6.2.1

Basic build costs
The Applicant has obtained a cost plan prepared by EC Harris (dated October 2014). A total
sum of £17,738,360 is produced which is inclusive of demolition and a contingency of 5%.
It should be noted that this is not a standard build. It involves the demolition of part and the
construction of new residential across five blocks and the restoration of the Grade ll* Listed
Carriageworks, as well as the provision of five commercial units, a new public realm and a
communal landscaped garden area. Costings are on the basis of the development having
strong environmental credentials with the Carriageworks having a BREEAM domestic
refurbishment rating of ‘Very Good’ and the new build and refurbishment residential at CfSH
Level 4.
Costs of £300,000 have been allowed for the demolition of Westmoreland House and
£100,000 for the de-contamination of the site. In our opinion these costs are reasonable.
In the cost plan rates of between £123.09 to £123.39 per sq ft have been applied to the
residential element and £92.90 to £102.19 sq ft to the commercial element with an additional
£27.87 per sq ft for extra fit out costs.
Additional costs have also been included for Plant / Energy Centre (£297,000), Bike and
Bins (£457,430), Hard Landscaping (£308,000), Soft Landscaping (£13,000), Site Furniture
(£72,000), External Drainage (£247,000), External Service Connection for Residential and
Commercial (£336,000), Sub-Station (£100,000), Service Disconnections / Diversions
(£100,000) and a Sustainability Allowance (£500,000)
We have reviewed the range of costings for each element and compared them against the
RICS Build Cost Information Service after being rebased to Bristol. It should be noted that
the BCIS figures are generally for standard new build property. The cost of the restoration of
a Grade ll* Listed building is likely to be significantly higher. However, these costs are very
difficult to establish unless an additional detailed independent cost plan is undertaken. To, in
part, factor for the higher cost involved I have adopted higher quartile BCIS costings.
The higher quartile BCIS costings are £122.16 per sq ft for residential, and £117.43 per sq ft
for commercial. We note that this supports the costs adopted by EC Harris for the residential
element but is slightly lower than the costs applied to the commercial element once the extra
fit out costs have been added in.
In addition to the basic build costs (excluding demolition and de-contamination costs) the
above detailed additional costs total £2,430,430. Generally we would expect BCIS costings
to be inclusive of a number of these costs. As the standard build costs are broadly in-line
with the BCIS upper quartile figure we are of the opinion that they are reasonable. The
question is therefore what level of additional costs over and above the BCIS costs are
reasonable.
The table below shows the total cost of the development, if BCIS upper quartile costs are
adopted and any other additional cost which we agree will definitely not be covered within
the BCIS cost. In addition we have allowed for a cost of £30,000 for the proposed
photovoltaic cells on the roof. On this basis our costs are £1,954,843 (11.02%) lower than
the Applicant’s costs.
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Gross Area sq
ft

BCIS Build
Cost £psf

Total

Contingency
5%

Total (incl.
contingency)

9,404

£117.43

£1,104,312

£55,215.59

£1,159,527.31

95,216

£122.16

£11,631,587

£581,579.33

£12,213,165.89

7,612
-

£122.16
-

£929,882
£393,000
£457,430

£46,494.10
£19,650
£22,871.50

£976,376.02
£412,650.00
£480,301.50

-

-

£100,000

£5,000

£105,000.00

-

-

£30,000

£1,500

£31,500.00

-

-

£100,000
£300,000

£5,000

£105,000.00
£300,000

BNPPRE Build Cost Estimate

£15,046,210

£737,311

£15,738,521

Applicant’s Build Costs

£16,893,680

£844,680

£17,738,360

Floor
Commercial/
Plant
Residential
(Private)
Residential
(Shared
Ownership)
External Works
Bikes & Bins
Installing new
Sub-station
Photovoltaic and
Solar Panels
Decontamination of
site
Demolition

Differential in Build Costs

£1,954,843 (11.02%)

If we adopt upper quartile build cost and factor all additional costs adopted by EC Harris our
costs are £423,343 or 2.44% lower.
Overall, due to the residential being built in five separate blocks, the high level of
environmental credentials that the costs allow for and the potential significant cost relating to
the restoration of the Grade ll* Listed Carriageworks, we are of the opinion that although the
costs are high they can be justified.
6.2.2

Contingency
The build cost plan prepared by EC Harris includes an allowance of £844,680 for
contingency, which represents 5% of the basic build cost.
We consider a contingency at 5% to be reasonable but do note there are a number of
uncertainties relating to the development. The main uncertainties relate to the cost of
restoration of the Grade ll* Listed Carriageworks and the cost relating to de-contamination of
the site. As such, this figure could potentially be higher.

6.2.3

Conclusion
In view of the findings set out above we consider the proposed build costs to be high but
justified. We have therefore adopted them in our appraisal.

6.3
6.3.1

Development Programme
Development period
The Applicant has informed us that they have allowed for 6 months pre-construction and 24
months construction.
We consider this to be reasonable and achievable.
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6.3.2

Sales period
The applicant has assumed a sales period of nine months with sales completions beginning
three months prior to practical completion with 50% of units selling within this period
weighted towards month one. Sales will then slowly decrease until the final sale in month
nine.
We consider this to be reasonable and achievable.

6.4

Professional Fees and Sales Costs
The Applicant’s appraisal makes the following assumptions relating to professional fees and
sales costs:
Professional fees and Sales Costs

Rate
10% of build costs

Professional Fees
Marketing Costs - Commercial

15,000

Marketing Costs - Residential

1.5% of GDV

Letting Agent Fees

10% of Market Rent

Letting Legal Fees

5% of Market Rent

Sales Agent Fees

1% of GDV

Sales Legal Fee

0.5% of GDV

We consider the Applicant’s professional fees, marketing costs for the commercial element
and the percentages adopted for letting and sales fees to be reasonable.
In our opinion the marketing costs for the residential element are higher than we would
expect. We have adopted marketing costs based on 1% of GDV in our appraisal.
The letting legal and agent fees have been applied to both the commercial element and the
residential ground rents. In our opinion they should only be applied to the commercial
element.
The sales agent and legal fees have also been applied to the affordable units. In our opinion
they should not be applied to these units.

6.5

Finance Costs
The Applicant’s appraisal has adopted a finance rate of 7%.
The RICS Guidance Note recognises that viability appraisals generally assume all-debt
financing, that is, all development costs and land acquisition are financed by borrowing. It is
therefore usual for the interest rate to reflect the total cost of the finance and funding of a
scheme, with the combination of both debt and equity applied in a single rate.
The practice in the market, when testing and negotiating the viability of developments, is to
apply an interest rate which reflects the total cost of a finance package without separately
identifying its component parts. There are limited exceptions to this general rule. The
interest rate adopted would reflect the risks associated with a particular scheme but
otherwise ignore the identity of the borrower. The actual costs of financing any development
will inevitably differ from the estimated figures in the viability assessment because viability
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assessments apply finance to the whole of the development costs, ignoring any equity
funding from the borrower.
At the present time the interest rate adopted for viability testing purposes would typically be
6 – 7% including all arrangement and other fees. The exact rate would vary depending upon
the degree of risk attached to the proposed scheme, the lender and the track record of the
Applicant in delivering similar schemes (i.e. the risk perceived by the lender).
The Applicant’s adopted finance rate is at the top end of what we view as typical. However,
due to the potential risks associated with the scheme, we view this as reasonable.

6.6

Applicants Profit
The Applicant’s appraisal includes the following developer’s profit:

Proposed scheme

Profit Amount

Profit on Cost

Profit on GDV

£5,750,243

23.99%

19.35%

The RICS Guidance Note states that professional judgement should be used in order to
arrive at an acceptable level of return for the proposed development, which will have regard
to market forces and also to the intrinsic risks associated with the proposed scheme.
Residential profit levels are typically in the order of 20%- 25% profit on cost, equivalent to
15%-20% profit on GDV. These levels are deemed to be the minimum acceptable level of
return to a Applicant, however, it is accepted that where a scheme carries a greater degree
of risk, then a higher level of return is required by the Applicant. The following key factors
would influence the level of return required by the Applicant:
Factor

Comment

Size of scheme

With five retail units and 118 residential unit with a GDV of £29,717,000 million
(Applicant’s calculation), this scheme is not large in the context of other
developments in the city. The ground floor commercial units carry a higher
degree of risk, as they are in a tertiary retail location. However the commercial
element only accounts for approximately 3% of the total GDV.

Development period

The projected development period of six months pre construction and 24
months construction is not long in the context of other developments in the city.

Cost certainty

Degree of speculation

The basic build costs have been prepared EC Harris and are above upper
quartile rates from BCIS. As, such they carry a reasonable degree of certainty.
However, the development includes the conversion of a listed building, which
creates a degree of uncertainty.
As is standard for this type of scheme it is speculative with no pre-sales or
forward funding.

Overall, based on the above factors, we consider the Applicant’s profit level for the current
scheme to be reasonable.

6.7

Residual Land Value
The Applicant’s appraisal produces a residual land value of £1,426,820. We note that this is
below their opinion of site value of £1,575,000, and as such there is a deficit of £148,180.
We have discussed our opinion of land value in Section 3.2.
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7 RESIDUAL APPRAISAL
7.1

Appraisal Framework
The RICS Guidance Note states the fundamental issue in considering viability assessments
is whether an otherwise viable development is made unviable by the extent of planning
obligations or other financial requirements.
We have carried out an independent residual valuation in order to verify and confirm the
accuracy of the Applicant’s appraisal.
The residual method of valuation seeks to obtain the undeveloped value of the Property (Site
Value) by assessing the final value of the finished product (GDV) and deducting the relevant
costs of development including building costs, professional and agency fees, finance costs
and return for Applicant’s profit and risk. The resultant sum is the amount an Applicant would
bid for the site to achieve a reasonable return having regard to current market conditions.

7.2

Our adopted assumptions
Our residual appraisal is based upon our assumptions, which are summarised below. In our
appraisal we have adopted the same affordable housing provision as the Applicant. This is
for eight units.
BNPPRE assumption
Gross Development Value
Net internal area
Gross internal area
Development period

Total
£29,800,789

Detail

89,340

Sq ft

112,235
6 month pre
construction, 24
months construction

Sq ft

Build costs
Basic build cost (including 5% contingency
and demolition)

£17,738,360

Total Build Costs

£17,738,360

Residential CIL payment

months

£158.04psf

£537,816

Retail CIL Payment

£79,080

S 106 and S 278 payment

£118,000

Professional Fees

£1,773,836

10%

Sales & Marketing Costs
Marketing Costs - Commercial

£15,000

Marketing Costs - Residential

£272,950

1.0% GDV

Letting Agent Fees

£7,470

10%

Letting Legal Fees

£3,735

5%

Sales Agent Fees

£287,750

1%

Sales Legal Fee

£143,875

0.5%

Total
Total Development Costs
Finance Costs
Total Project Cost
Profit On Cost
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£3,239,512
£20,977,872

£178.89 psf

£1,359,123

7.0%

£22,336,995
£5,765,955

23.99%
(19.35% on GDV)
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*We note that the Total Projected Costs in the table above excludes the residual value left
for site purchase of £1,604,763 and the additional purchase costs of £93,077. Factoring in
both these costs produces total costs of £24,034,834. Profit on cost is calculated off this
figure.
In our appraisal, we have adopted the following:


A GDV of £29,800,000.



In line with your guidance I have amended the CIL payment from £520,480 to
£616,896.



Adjusted time scales for the capital receipts from the affordable housing, which
instead of all being received on practical completion is spread over the build period.



Residential marketing costs equating to 1% of GDV.



We have made minor adjustments to what the letting/sales agent and legal fees are
applied to.

The remaining parameters are as per the Applicant’s appraisal for the proposed scheme,
which we consider to be reasonable.
A copy of our appraisal is attached at Appendix 2.

7.3

Results
On the basis of the assumptions set out above, our appraisal results in a residual land value
of £1.6m. This is on the basis of adopting the same affordable housing provision as the
Applicant is offering.
As discussed in section 3, in order for the proposed scheme to be viable, it must generate a
residual land value in excess of the AUV. Our opinion of the AUV is £1,575,000. This
results in a surplus of £25,000.
The results of our appraisal illustrate that the proposed scheme represents a viable project in
the current market, which has the capacity to support the full required CIL payment of
£616,896, Section 106 and Section 278 payments of £118,000 and the provision of eight
Shared Ownership Affordable Housing units.

7.4

Conclusion
The results of our appraisal illustrate that the proposed scheme generates a residual land
value marginally in excess of the AUV. As the surplus is only £25,000 we recommend
accepting the offer put forward by the Applicant.

8 RECOMMENDATIONS
On the basis of our independent appraisal, our opinion is that the offer put forward by the
Applicant to provide full CIL contributions and eight Shared Ownership Affordable Housing
Units is reasonable.
Our recommendation to the Council is to accept this offer.
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9 GENERAL CONDITIONS
This report and valuation has been prepared on the basis that there has been full disclosure
of all relevant information and facts which may affect the valuation.
This report is provided for the stated purpose and only for the use of the party to whom it is
addressed. It is confidential to Bristol City Council and may not be disclosed to any other
third party without our prior written consent. In breach of this condition, no responsibility can
be accepted to third parties for the comments or advice contained in this report.
Neither the whole nor any part of this report nor any reference thereto may be included in
any document, circular or statement without our prior approval of the form and context in
which it will appear.
Yours faithfully

Andrew Shoubridge MSc MRICS
RICS Registered Valuer
for and on behalf of BNP Paribas Real Estate
This report has been reviewed by

Richard Clark MRICS Dip.Law FNARA
RICS Registered Valuer
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APPENDIX 1
Terms of Engagement
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APPENDIX 2
Residual Appraisal
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Licensed Copy
Development Appraisal

Westmoreland House
Stokes Croft

Report Date: 17 February 2015

APPRAISAL SUMMARY

LICENSED COPY

Westmoreland House
Stokes Croft
Summary Appraisal for Phase 1
Currency in £
REVENUE
Sales Valuation
Resi Private Sales
Resi Sharded Ownership
Totals

Units
110
8
118

ft²
75,810
6,060
81,870

Rate ft²
360.04
169.28

Unit Price
248,136
128,227

Gross Sales
27,295,000
1,025,820
28,320,820

Units
1
118
119

ft²
7,470

Rate ft²
10.00

Initial
MRV/Unit
74,700
300

Net Rent
at Sale
74,700
35,400
110,100

74,700

YP @
PV 0yrs 6mths @

8.0000%
8.0000%

12.5000
0.9623

YP @
PV 0yrs 3mths @

6.0000%
6.0000%

16.6667
0.9855

Rental Area Summary
Commercial Units
Private Ground Rents
Totals
Investment Valuation
Commercial Units
Market Rent
Private Ground Rents
Market Rent

35,400

7,470

GROSS DEVELOPMENT VALUE

29,800,789

NET REALISATION

29,800,789

Initial
MRV
74,700
35,400
110,100

898,501

581,468
1,479,969

OUTLAY
ACQUISITION COSTS
Residualised Price
Stamp Duty
Agent Fee
Legal Fee

4.00%
1.20%
0.60%

1,604,763
64,191
19,257
9,629
1,697,840

CONSTRUCTION COSTS
Construction
Commercial Units
Resi Private Sales
Resi Sharded Ownership
Totals

ft²
9,404 ft²
95,219 ft²
7,612 ft²
112,235 ft²

Rate ft²
158.05 pf²
158.05 pf²
158.04 pf²

Resi CIL
Retail CIL
S106 and S278 payment

Cost
1,486,297
15,049,077
1,202,986
17,738,360

17,738,360

537,816
79,080
118,000
734,896

PROFESSIONAL FEES
Architect

10.00%

1,773,836
1,773,836

MARKETING & LETTING
Commercial Marketing
Residential Marketing
Letting Agent Fee
Letting Legal Fee

1.00%
10.00%
5.00%

15,000
272,950
7,470
3,735
299,155

DISPOSAL FEES
Sales Agent Fee
Sales Legal Fee

1.00%
0.50%

287,750
143,875
431,625

FINANCE
Debit Rate 7.000% Credit Rate 0.000% (Nominal)
Land
Construction
Other
Total Finance Cost

307,562
1,025,230
26,330
1,359,123

TOTAL COSTS

24,034,834

PROFIT
5,765,955
Performance Measures
Profit on Cost%
Profit on GDV%
Profit on NDV%
Development Yield% (on Rent)
Equivalent Yield% (Nominal)
Equivalent Yield% (True)
IRR
Rent Cover
Profit Erosion (finance rate 7.000%)

23.99%
19.35%
19.35%
0.46%
7.23%
7.56%
30.31%
52 yrs 4 mths
3 yrs 1 mth

File: G:\Departments\Valuation Team\JOBS FOLDERS\2015 Jobs\142321-Bristol City Council- Westmoreland House, Bristol\Valuation calculations\Development Appraisal - Westmoreland Hou
ARGUS Developer Version: 6.00.002
Date: 17/02/2015
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Residential Comparables
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Comparable Evidence - Bristol Residential
Flat

Details

Bedrooms

Size

Achieved price

Price psf

Date

Comment

Horizon, Temple Quay
212

No parking

1

430

£166,000

£386.05

202

No parking

1

430

£159,950

£371.98 summer 2013 Parking available to lease at £1,300 pa.

208

No parking

1

430

£165,000

£383.72 summer 2013 Parking available to lease at £1,300 pa.

1

265

£95,000

£358.49

01/11/2012

1

357

£125,000

£350.14

01/09/2012

1

357

£145,000

£406.16

01/01/2013

2

735

£202,000

£274.83

01/06/2012

535,000

540

The Eye, Glass Wharf, Temple Quay
Lower Floor
Studio
No Parking
2nd floor
1 Bedroom
No Parking
10th Floor
1 Bedroom
No Parking
8th Floor
2 Bedroom
No Parking

Invicta, Millenium Promenade, Harbourside
2 bathrooms, 3rd floor
flat.
1st floor flat, 2
bathrooms

3

Flat 148

2 bathroom, 1st floor flat
1 car parking space,
balcony and double

4026

Parking available to lease at £1,300 pa.

Exchanged on
Jan 2015
Exchanged Feb
526
2015

3

950

500,000

2

620

315,000

508

Dec-14

2/3

980

585,000

597

Sep-14 within the Clifton area.

A brand new development by the harbourside. Not

st

Flat 60

990

Aug 13

A 1 floor three bedroom,
two bathroom flat with
balcony. One car parking
space allocated.

3

5th floor

1

974
484

599

614

£170,000

£351.24

Oct-14 Resevered as at October 2014
27/08/2013

no parking

1

484

£170,000

£351.24

Flat 48

4th floor

1

485

£163,000

£336.08

poor water aspect

Flat 47

3rd floor

1

494

£165,000

£334.01

23/08/2013

Flat 59

5th floor

1

505

£174,000

£344.55

17/09/2013

4032

parking

2

614

£235,000

£382.74

Flat 52

5th floor

2

634

£249,950

£394.24

12/07/2013

Flat 61

5th floor

2

720

£267,000

£370.83

02/08/2013

Flat 54

5th floor

3

971

£405,000

£417.10

30/08/2013

Flat 62

5th floor

3

1,299

£460,000

£354.12

23/10/2013

27/09/2013

poor water aspect

Malt House, Finzel's Reach
8.06

1

380

£135,000

£355.00

nov 12

3.04

1

441

£143,000

£324.00

feb 13

2.07

1

442

£145,000

£328.00

jan 13

3.1

1

484

£155,000

£320.00

jul 13

3.03

1

485

£157,500

£325.00

dec 12

2

668

£235,000

£352.00

jan 13

2

763

£290,000

£380.00

apr 13

1,327

£485,000

£365.49

available

previous sale at £385,000 (£290 psf) fell
through in March 2013.

available

Sizes stated at approx 650-700sqft.
High specification apartments in great location
Advised that these would achieved higher
prices than harbourside

available

Sizes stated at approx 400-450sqft.
High specification apartments in great location.
Advised that these should achieve higher prices
than the Harbourside.

7.09
1.04

parking

8.04

1

1

675

425

£230,000

£185,000

£340.74

£435.29

