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1 Introduction 
The Royal Borough of Kensington & Chelsea (‘RBKC’, ‘the Council’) has commissioned BNP Paribas 
Real Estate to undertake a site-specific viability assessment of the Earl’s Court Site (‘the Site’) to 
inform an updated site allocation for the New Local Plan Review (‘NLPR’).   

The Site is located within the Earl’s Court and West Kensington Opportunity Area, shown outlined in 
green within RBKC in Figure 1.   

Figure 1: Earl’s Court and West Kensington Opportunity Area (RBKC section only outline in 
green, Borough boundary in pink) 

 

Source: Ordnance Survey  

The Site benefits from an outline planning permission which Capco (the previous owner) has 
implemented.   

In 2019, Capco sold its interest in the to Earls Court Development Corporation (‘ECDC’), a joint 
venture company established by Delancy, APG and Transport for London.  This acquisition has 
resulted in significant changes to previous owner’s plans, including the termination of conditional land 
sale agreements relating to LB Hammersmith & Fulham housing estates (West Kensington and Gibbs 
Green estates).   

After the Kensal Gas Works Site, Earl’s Court is the largest strategic site in RBKC and is therefore 
critical in the delivery of new housing and employment floorspace.   

ECDC is understood to be reconsidering the content of the proposed development within RBKC’s 
boundary.   
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 BNP Paribas Real Estate 
BNP Paribas Real Estate is a leading firm of chartered surveyors, town planning and international 
property consultants.  The practice offers an integrated service from nine offices in eight cities within 
the United Kingdom and over 180 offices, across 34 countries in Europe, Middle East, India and the 
United States of America, including 18 wholly owned and 16 alliances.   

BNP Paribas Real Estate has a wide ranging client base, acting for international companies and 
individuals, banks and financial institutions, private companies, public sector corporations, government 
departments, local authorities and registered providers (‘RPs’).  

The full range of property services includes:  

■ Planning and development consultancy;  

■ Affordable housing consultancy; 

■ Valuation and real estate appraisal;  

■ Property investment; 

■ Agency and Brokerage; 

■ Property management;  

■ Building and project consultancy; and  

■ Corporate real estate consultancy.  

This report has been prepared by Anthony Lee MRTPI, MRICS, RICS Registered Valuer.  

The Development Viability and Affordable Housing Consultancy of BNP Paribas Real Estate advises 
landowners, developers, local authorities and RPs on the provision of affordable housing.  

In 2007, we were appointed by the Greater London Authority (‘GLA’) to review its ‘Development 
Control Toolkit Model’ (commonly referred to as the ‘Three Dragons’ model). This review included 
testing the validity of the Three Dragons’ approach to appraising the value of residential and mixed 
use developments; reviewing the variables used in the model and advising on areas that required 
amendment in the re-worked toolkit and other available appraisal models and submitted our report in 
February 2012.   

Anthony Lee was a member of the working group under the chairmanship of Sir John Harman that 
drafted ‘Viability testing local plans: Advice for planning practitioners’.  He was also a member of 
MHCLG’s ‘Developer Contributions Expert Panel’ which assisted in the drafting of the viability section 
of the Planning Practice Guidance.  He is a member of the RICS Working Group which is drafting 
guidance on the valuation of affordable housing.  In addition, we were retained by Homes England to 
advise on better management of procurement of affordable housing through planning obligations.  

The firm has extensive experience of advising landowners, developers, local authorities and RPs on 
the value of affordable housing and economically and socially sustainable residential developments.  

 Report Structure 

This report is structured as follows: 

■ In Section two we provide a brief description of the Site and the Development; 

■ In Section three we describe the methodology that we have adopted; 

■ In Section four, we outline the assumptions we have adopted in our appraisals; 

■ In Section five we set out the results of the appraisals; 

■ In Section six, we set out the conclusions from the analysis. 
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 Disclaimer 

In preparing this report and the supporting appraisals, we have given full regard to the RICS Guidance 
Note (‘GN’) ‘Assessing viability in planning under the National Planning Policy Framework for England 
2019’ (first edition, March 2021).  However, paragraph 2.2.3 of the GN acknowledges that statutory 
planning guidance takes precedence over RICS guidance.  Conflicts may emerge between the GN 
and the PPG and/or other adopted development plan documents.  In such circumstances, we have 
given more weight to the PPG and development plan documents.  

In carrying out this assessment, we have acted with objectivity, impartiality, without interference and 
with reference to all appropriate available sources of information.   

We are not aware of any conflicts of interest in relation to this assessment.   

In preparing this report, no ‘performance-related’ or ‘contingent’ fees have been agreed.    

This report is addressed to Royal Borough of Kensington & Chelsea only.  No liability to any other 
party is accepted.   
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2 Description of the Development 
 Site Location and Description 

The Earl’s Court site extends to 17.4 hectares and straddles the boundary between RBKC and 
London Borough of Hammersmith & Fulham (‘LBHF’).  The RBKC part of the Site extends to 7.43 
hectares and is bounded by Philbeach Gardens, Warwick Road and Eardley Crescent to the east; Old 
Brompton Road to the south, London Underground District Line tracks to the west and West Cromwell 
Road to the north.   

The surrounding area is predominantly residential with extensive retail and leisure facilities on Earl’s 
Court Road and West Cromwell Road.       

The RBKC part of the Site has a Public Transport Accessibility Level (‘PTAL’) ranging from 6a to 6b, 
depending on the precise location within the Site.  This PTAL indicates that the Site has excellent 
levels of public transport accessibility.  The closest stations are at West Brompton, which borders the 
Site to the south and Earl’s Court Station which borders the Site to the immediate east.  Earl’s Court 
Station provides access to the Piccadilly Line (typical journey times of 11 minutes to Piccadilly Circus) 
and the District Line (typical journey times of 8 minutes to Victoria).  West Brompton is served by the 
Edgware to Wimbledon branch of the District Line, with typical journey times of 5 minutes to Notting 
Hill Gate.   

Figure 2.1.2: Location Plan 

 
Source: LandInsight/Ordnance Survey  

 Planning History  

On 14 November 2013, the Council granted outline planning permission (reference PP/11/01937) for:  
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‘Demolition and alteration of existing buildings and structures and the comprehensive redevelopment 
of the site including new open space, vehicular and pedestrian accesses and routes and a mixed use 
development comprising buildings to accommodate residential use (Class C3), office use (Class B1), 
retail use (Classes A1-A5), hotel and serviced apartments uses (Class C1), education, health, 
community, culture and leisure use (Class D) below ground ancillary space (including parking/plant 
/servicing), vehicle parking and associated highways alterations, structures for decking over existing 
rail lines and tunnels, waste and utilities, enabling works including related temporary works including 
construction of an access road and structures and other works incidental to the development’. 

The permission allows for the development of the following uses:   

■ Up to 930 residential units;  
■ Up to 10,132 square metres of former B1 floorspace;  
■ 3,414 square metres of retail floorspace;  
■ 7,381 square metres of hotel floorspace;  
■ 6,067 square metes of education, cultural, community and leisure floorspace.   

The Council subsequently approved various reserved matters applications.     

 The Proposed Development 

As noted previously, ECDC is in the early stages of reviewing the content of a development for the 
Site.  Quod have submitted a high level paper which tests schemes within RBKC which incorporate 
between 1,000 and 2,000 residential units (35% of which are modelled as affordable with a tenure split 
of 70% social and affordable rent, and 30% intermediate); and between 65,000 and 125,000 square 
metres GIA of commercial floorspace.   

The Council has instructed us to test the following parameters: 

Table 2.3.1: Residential unit and floorspace parameters tested 

Scheme number Residential units  Office floorspace  Retail, leisure, hotel, 
community 

ECDC 1 1,300 70,000 20,000 

RBKC 1 1,300 10,000 20,000 

RBKC 2 If ECDC’s scheme is viable, reduce quantum of development until it becomes 
unviable  

RBKC 3 If RBKC 1 is viable, reduce quantum of development until it becomes unviable  

At this stage, neither the Applicant nor the Council have provided any detailed or outline schemes with 
floor areas.  In the absence of a scheme, we have exercised our own judgement on the gross and net 
floor areas that the Site will accommodate.  These assumptions are outlined in Section 4.   
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3 Methodology 
In their paper on viability, Quod allude to producing development appraisals of their high level scheme, 
but these were not appended and nor have they been supplied separately.   

We have undertaken our appraisals using Argus Developer (‘Argus’) which is a standard development 
appraisal tool widely used for the purposes of appraising development proposals, including for the 
purposes of secured lending valuations.  Argus has been widely utilised in viability assessments on 
application schemes in London and has been accepted for the purposes of evidence at numerous 
planning appeals.  Further details can be accessed at www.argussoftware.com. 

Argus is essentially as cash-flow backed model which allows the finance charges to be accurately 
calculated over the development/sales period.   The difference between the total development value 
and total costs equates to either the profit (if the land cost has already been established) or the 
residual value.  The model is normally set up to run over a development period from the date of the 
commencement of the project and is allowed to run until the project completion, when the 
development has been constructed and is occupied. 

Essentially, such models all work on a similar basis: 

■ Firstly, the value of the completed development is assessed; 
■ Secondly, the development costs are calculated, using either the profit margin required or land 

costs (if, indeed, the land has already been purchased). 

The difference between the total development value and total costs equates to either the profit (if the 
land cost has already been established) or the residual value.   

In order to determine whether a scheme is viable with a given percentage of affordable housing and 
other planning policy requirements, the key question is whether the residual land value is sufficient to 
incentivise the landowner to bring the site forward for development.  The Planning Practice Guidance 
(‘PPG’) indicates that a ‘benchmark land value’ should be established on the basis of the existing use 
value of a site plus a premium for the landowner.  The premium should “provide a reasonable 
incentive, in comparison with other options available, for the landowner to sell the land for 
development while allowing a sufficient contribution to fully comply with policy requirements” 
(paragraph 013).    

The PPG recognises that landowners may also be able to develop their land for an alternative type of 
development to that proposed in their application.  As an alternative to existing use value, paragraph 
017 of the PPG indicates that benchmark land value may be established through a valuation of an 
alternative use, providing that the alternative scheme would “fully comply with up to date development 
plan policies…. and… it can be demonstrated there is market demand for that use”.  Furthermore, if an 
alternative use value approach is adopted, the PPG indicates that “AUV includes the premium to the 
landowner.  If evidence of AUV is being considered the premium to the landowner must not be double 
counted”.   

This is also the preferred approach set out in the Mayor of London’s August 2017 ‘Affordable Housing 
and Viability Supplementary Planning Guidance (SPG)’. 

The PPG is explicitly clear that prices paid for sites are to be excluded from Financial Viability in 
planning and this report reflects this guidance.    
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4 Appraisal assumptions  
As noted in the previous section, no scheme currently exists for the purpose of testing viability of 
development on the Site.  Consequently, we have exercised our own judgement on the likely floor 
areas and phasing of development.   

 Scheme content 

At this stage, Quod have tested the development of the Site with a range of residential units from 
1,000 to 2,000 units, 35% of which are assumed to be affordable (70% social rent/London Affordable 
Rent and 30% intermediate).  It is unclear whether Quod have reflected the Council’s affordable 
housing policy which applies to floorspace rather than units.   

The Council has requested that we test the dwelling size mix in the Draft Local Housing Needs 
Assessment (‘LHNA’) (July 2021).  The dwelling size mix identified by this study1 are summarised in 
Table 4.1.1.   

Table 4.1.1: Local Housing Needs Assessment dwelling mix  

 Studio/ One Bed  Two Bed  Three Bed  Four Bed  

Affordable housing  16% 44% 28% 12% 

Private housing  35% 40% 20% 5% 

We have adopted a range of unit sizes summarised in Table 4.1.2 which we have applied to the 
housing mixes above to arrive at a blended unit area for the purposes of our appraisals.  The Council 
has instructed that we should apply a 19% uplift on Nationally Described Space Standards, as shown 
in the second row of Table 4.1.2.  We have applied this 10% uplift to the affordable housing, but higher 
unit sizes for the private housing, reflecting market demand in RBKC for larger units.  

Table 4.1.2: Unit sizing assumed and blended floor area based on LHNA mix 

Tenure  One 
bed  

Two 
bed  

Three 
bed  

Four 
bed  

Average unit 
area  
(square metres) 

Average unit 
area  
(square feet) 

National space 
standard (square 
metres)  

50 70 86 99 - - 

Private  16% 44% 28% 12% - -         

Assumed NIA per 
private unit  
(square metres)  

60 84 103 118 89.22 960 

Affordable   35% 40% 20% 5% - - 

Assumed NIA per 
affordable unit  
(square metres)  

60 84 103 118 80.73 869 

We have assumed that net area of both the residential and the commercial equates to 75% of the 
gross internal area.  ECDC’s potential cost reductions on its infrastructure cost schedule include 
removal of basements, which will enhance the efficiency of the development.   

                                                      
 
1 See Local Housing Needs Assessment July 2021, tables 3.9 and 3.10 
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 Project Programme 

Quod’s paper is silent on their assumed programme for the development.   

We have assumed that the Development will be completed over a 13 year period, as follows:   

Table 4.2.1: Development programme 

Activity  No of months  Start  End 

Pre-construction  12 Nov 2021  Oct 2022  

Construction  130  Nov 2022  Aug 2033 

Sales  130 Nov 2024  Aug 2035  

 Market Housing Revenue 

House prices in Kensington and Chelsea have followed recent national trends, with values increasing 
sharply between 2011 and 2015, but remaining relatively flat since 2016, as shown in Figure 4.3.1.  
Sales volumes fell below historic levels in early 2020 as a result of the Coronavirus lockdown, but 
have since recovered (see Figure 4.3.2).    In April 2021, sales values had increased by 61% in 
comparison to values achieved in January 2011.       

Figure 4.3.1: Average sales value in Kensington and Chelsea  

 
 
 
Source: Land Registry  
 

The future trajectory of house prices is currently uncertain, although Savills’ Prime Residential 
Property Forecast (November 2021) indicates that values in prime central London markets are 
expected to grow by 8% in 2022, 4.0% in 2023, 2.0% in 2024, 4.0% in 2025 and 4.0% in 2026.  This 
equates to cumulative growth of 23.9% between 2022 and 2026 inclusive.  This is higher than 
forecasts for cumulative growth in London mainstream markets which Savills predict will grow by a 
cumulative 5.6% over the period 2022 – 2026.     
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Figure 4.3.2: Sales volumes in Kensington and Chelsea (sales per month) 

 

Source: Land Registry 

The Local Plan Viability Study (2021) assesses achievable market values across the Borough 
between January 2020 and April 2021, identifying a range from £1,021 to £2,552 per square foot 
(£10,989 to £27,471 per square metre).  We have also considered evidence from the following 
developments which are within close proximity to the Earl’s Court site:   

■ Kensington Row 2 – Royal Warwick Square (former Homebase site):  marketing at an average 
of £1,679 per square foot with the bulk of sales completing before September 2019. 
 

■ Kensington Row 1 – West Kensington Telephone Exchange: marketed at an average of 
£1,893 per square foot.  The scheme comprises 92 private units, 89 of which had been sold before 
the end of December 2019.   
 

■ Lillie Square, Seagrave Road:  marketed at an average of £1,528 per square foot  from 
September 2014 onwards, with 75% of units sold before the end of 2016.   
 

■ 375 Kensington High Street: marketed at an average of £1,801 per square foot between May 
2010 and May 2018 with an achieved average sales price of £1,750 per square foot.   

Having regard to the comparables above and the quantum of units to be sold, we consider an initial 
present day value of £1,650 per square foot to be reasonable.   

 Affordable Housing Revenue  

4.4.1 Rented tenures  

To value the affordable housing units, we have used a bespoke model specifically created for this 
purpose.  This model takes into account factors such as standard levels for individual RPs 
management and maintenance costs; finance rates currently obtainable in the sector, and a view on 
the amount of grant that may be obtainable.  

The ‘Shared Ownership and Affordable Homes Programme 2016-2021 – Prospectus’ document 
provides a clear indication that Section 106 schemes are unlikely to be allocated Grant funding, except 
in exceptional circumstances.  It is therefore considered imprudent to assume that Grant will be 
secured. Therefore, our affordable housing values are calculated without grant assumptions.     

We have assumed that the intermediate element is provided as London Living Rent, using GLA 
benchmark data for the Notting Dale Ward.   
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We consider the following capital values to be achievable for the affordable housing at the proposed 
Development:  

Table 4.4.1.1: Affordable housing capital values  

Tenure Capital value (£ per square foot) 

London Affordable Rent £207 

London Living Rent  £299 

Blended capital value  £248 

For the avoidance of doubt, we have used the GLA Benchmarks 2022/2023 for the London Affordable 
Rent units.   

 Commercial values  

Quod have applied a blended capital value of £885 per square foot (NIA) to the commercial and other 
uses, incorporating affordable workspace.  This approach makes it difficult to disaggregate the values 
of each use for the purposes of our assessment.   

Given the scale of the proposed office development, the Scheme would become a new office location 
(similar to Paddington Basin, Southbank and Stratford) which have outperformed local markets by 
attracting a range of businesses not previously located in the area.  This is because large scale 
developments have an ability to provide the types of spaces that a range of occupiers are seeking 
without the constraints imposed by existing buildings and an inability of small scale developments to 
influence the range of neighbouring amenities.  In contrast, large scale commercial schemes have 
been able to introduce placemaking initiatives which make the area more attractive as an office 
location in comparison to existing available space.  

Similar major developments across the capital are achieving rents in the order of £60 per square foot 
(£646 per square metre) and we would expect a similar rent to be achieved at Earl’s Court.  Prime 
West End investment yields2 are now at 3.25%, although we would anticipate slightly higher yields for 
Earl’s Court of 4.5%.   

The remaining commercial/non-residential space is to be provided as an un-specified mix of retail, 
community floorspace, hotel floorspace and leisure/cultural floorspace.  Given the high degree of 
uncertainty as to the mix between these uses, we have applied a rent of £35 per square foot, which 
assumes that the floorspace is weighted more towards community and cultural uses, and less towards 
retail, leisure and hotels, the former likely to generate a lower value.  We have applied an investment 
yield of 5.5% to these uses to reflect the potential blend of covenant strength of the various occupiers.   

We have applied a 2 year rent free period to all the uses above, which is likely to be outperformed in 
many cases.   

4.5.1 Affordable workspace 

Our appraisals assume that 10% of the office floorspace is provided as Affordable Workspace and let 
at a discount of 50% of market rents in perpetuity.   

 Ground Rent Revenue  
In May 2021, the government introduced the Leasehold Reform (Ground Rents)’ Bill to Parliament.  
This Bill seeks to limit the ground rents in future residential leases to a peppercorn.  In light of the 
impending legislation which we expect to become law within the next few months, we have not 
attached any value to the ground rents in our appraisal. 

                                                      
2 Savills ‘West End Investment Watch – August 2021’ 
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 Car Parking Revenue 

Quod’s report is silent on ECDC’s approach to car parking.  We note that the Infrastructure Schedule 
shows a £53 million cost for basement for car parking, which has been removed as a target cost 
saving reduction.  As we have reflected the infrastructure cost savings in our appraisal, the 
development will be car free.       

 Construction Costs 

Quod have not provided a cost plan to support their appraisals. They have adopted a cost of £340 per 
square foot (GIA) which they claim is “aligned to the lower range of current market levels, varying 
dependent on possible building typologies”.   

We do not agree that this is a “lower range cost”; if anything, it sits at the upper end of the range.  Until 
a scheme has been designed, it will not be possible for a quantity surveyor to provide an accurate cost 
and we have therefore adopted Quod’s costs in our appraisals.   

Current BCIS rates for RBKC (Flats of 6+ storeys) equate to £290 per square foot after incorporating 
an allowance for external works (which are not reflected in BCIS data.  The Quod costs of £340 per 
square foot therefore reflect a premium of 17% above BCIS costs which at this stage is not 
unreasonable given the lack of detail in terms of building form and in the context of a relatively high 
target average sales value.   

4.8.1 Infrastructure works  

ECDC have supplied the infrastructure costs from the original outline planning permission, but 
excluding costs relating to parts of the development in LBHF.  ECDC has indexed these costs from the 
base date of 2015 to current values, presumably by reference to the BCIS Tender Price Index.  The 
total costs are £679,600,000 from which ECDC have identified potential cost reductions amounting to 
£282.12 million.  The net costs after these savings are deducted are therefore £397.48 million.   

At present, the costs presented by ECDC are simply in the form of a list, without any supporting 
figures or background documents explaining what the costs relate to.  For the purposes of our 
assessment and as agreed with the Council, we have accepted these costs.   

 Professional fees  

Quod have applied an allowance of 10% of construction costs for professional fees.  This is within the 
normal range for schemes of this scale and we have applied the same assumption in our appraisal.   

 Community Infrastructure Levy (‘CIL’) and Section 106 Payments 

4.10.1 Planning obligations 

The Site is identified in the Council’s CIL Charging Schedule as nil rated, so we do not need to 
account for any RBKC CIL in the appraisal.   

We have applied Mayoral CIL at the prevailing rate of £80 per square metre to the gross floorspace, 
excluding affordable housing.  Our understanding is that all primary buildings on the site were cleared 
more than 36 months ago and would therefore not qualify for offsetting purposes.   

The Earl’s Court and West Kensington Opportunity Area Joint SPD March 2012 identifies a range of 
planning obligations for the wider site, as follows:   

■ Open space (2 hectares across site);  
■ Increase employment opportunities creating minimum of 7,000 new jobs and improving access to 

training initiatives and apprenticeships;  
■ Provision of retail to meet demands from new residents;  
■ Provision of cultural facilities;  
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■ Provision of social and community facilities – contributions towards education, health and sports, 
leisure, community policing and community hub; 

■ Maximise opportunities for trips taken by walking and cycling; and  
■ Zero carbon buildings including district heating network.    

In the District Valuer’s Financial Viability Assessment dated 6 September 2012, a total of in-kind and 
cash contributions towards the requirements in the SPD was estimated to amount to £112.77 million.  

We have apportioned this total on the basis of the relative floor areas in the Outline Planning 
Permission as follows:   

■ Application 1 (RBKC) maximum floorspace:  160,365 square metres GIA (17.7% of total)  
■ Application 2 (LBHF) maximum floorspace: 746,151 square metres GIA  (82.3% of total)  
■ Total maximum floorspace: 906,516 square metres GIA  

The apportionment of the contributions between developments in RBKC and LBHF is therefore £19.69 
million and £92.81 million respectively.   

The Section 106 payments are to be index-linked by reference to the BCIS All-In Tender Price Index.  
In September 2012, the Index stood at 224 and by November 2021 it had increased to 350, an 
increase of 56%.   

The September 2012 Section 106 contribution of £19.69 million therefore equates to £30.76 million 
with indexation, or £33,081 per residential unit based on the 930 units in the Outline Planning 
Permission).  We have therefore applied the same amount per unit in our appraisals, which reflects an 
increased need for community facilities and the like if the scheme expands in scale.   

4.10.2 Requirements of RBKC Greening SPD (2021) and London Plan 

As a major development and a scheme referable to the Mayor of London, the Earl’s Court scheme will 
be required to comply with a range of requirements summarised in Table 4.10.2.1.  For each 
requirement, we have noted our approach to addressing this requirement in our appraisal.  It should 
be noted that there is likely to be a degree of cross-over between the ECDC Infrastructure cost 
schedule and our assumed costs. At present, there is insufficient detail in the ECDC schedule to fully 
determine what the costs relate to, but our approach is, if anything, erring on the side of caution by 
incorporating additional allowances where these policy requirements may be accounted for elsewhere.   

Table 4.10.2.1: Additional policy requirements sought by Urban Greening SPD and London 
Plan 

Policy requirement  Approach to costing  

Requirement to prepare and submit a circular 
economy statement in accordance with London 
Plan Policy SI 7 (B) and Greening SPD chapter 
3 

Additional allowance of £50,000 for preparation of 
statement included in appraisal  

Requirement to prepare and submit a whole life-
cycle carbon assessment in accordance with 
London Plan Policy SI 2 (F) and Greening SPD 
Chapter 4  

Additional allowance of £50,000 for preparation of 
statement included in appraisal  

Meet net zero carbon and energy efficiency 
targets, demonstrating this through the 
submission of an energy strategy in accordance 
with London Plan Policy SI 2 and Greening SPD 
chapter 5 

ECDC infrastructure schedule has adopted an increased 
cost allowance of £20 million for enhanced sustainability 
requirements.  This may understate long term costs and 
we have incorporated an allowance of 3.87% of build 
costs reflective of Scenario 3 in the RBKC Local Plan 
Viability Study (Ultra low energy fabric and heat pump 
with tiered carbon offset costs).  We have applied this 
requirement to both the benchmark land value 
assessment and the proposed development, as these 
requirements are likely to be reflected in changes to 
building regulations in due course.   
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Policy requirement  Approach to costing  

Develop an energy masterplan and explore 
opportunities for delivery of a heat network on 
the Site in accordance with London Plan Policy 
SI 3 (B) and Greening SPD chapter 6.   

ECDC infrastructure costing incorporates costs 
associated with establishing heat network.  No separate 
allowances included in appraisal.   

Prepare an energy strategy demonstrating how 
potential for internal overheating and reliance on 
air conditioning will be reduced in accordance 
with London Plan Policy SI 4 and Greening SPD 
chapter 5.   

Additional allowance of £50,000 for preparation of energy 
strategy included in appraisal  

Consider an ‘air quality positive’ approach and 
submit a statement demonstrating this in 
accordance with London Plan Policy SI 1 (C) 
and meet all the requirements for major 
developments defined in London Plan Policy SI 
1 and Greening SPD Chapter 10.   

Additional allowance of £50,000 for preparation of 
statement assessing how the scheme will maximise 
benefits to local air quality and setting out measures or 
design features that will be incorporated into the 
development to reduce exposure to pollution.   

Achieve an Urban Greening or 0.4 for the 
residential element and 0.3 for the commercial 
elements of the scheme  

The London Plan indicates that urban greening factors of 
0.4 and 0.3 can be achieved through a combination of 
various intiatives, including permeable paving (0.1), 
groundcover planning (0.5), intensive green roofs (0.8) 
and standard tree planting (0.8).  We would expect a 
development of this scale to be able to exceed the 0.4 
and 0.3 requirement without additional cost beyond those 
already incorporated into the ECDC infrastructure 
schedule.   

Deliver 10% biodiversity net gain in accordance 
with London Plan Policy G6 and Greening SPD 
Chapter 13  

Table 19 of the DEFRA ‘Biodiversity net gain and local 
nature recovery strategies Impact Assessment’ (2019) 
shows that a 10% increase in biodiversity can be 
achieved through measures that equate to an additional 
0.2% of build costs for developments on brownfield sites  

 Developer’s Profit  
We have recently experienced a range from 17% to 20% of GDV when considering the private 
housing element of developments in the London area.  We have taken into account the uncertainty 
resulting from the UK’s departure from the European Union and the continuing uncertainty in relation 
to our future trading relationships with other countries, in addition to the risks associated with this 
specific development and its indicative development programme.     

Prior to the summer of 2020, there was increased uncertainty in relation to house prices for a period 
while the market effectively closed during the first Covid-10 pandemic lockdown.  Activity subsequently 
increased significantly, assisted in part by a Stamp Duty holiday, although this was of more limited in 
prime central London markets.  By September 2020, the RICS lifted all of its ‘material uncertainty’ 
requirements in valuations carried out by RICS members.  During 2021, residential markets have 
strongly recovered and Savills’ latest prime central London residential market forecast (November 
2021) predicts that values will increase by 8% in 2022 and by 23.9% over the period 2022-2026.     

Our assessment of profit is based upon the perceived risks associated with the proposed 
Development. We consider a profit level of 17.5% of GDV for the private residential elements of the 
proposed Development a profit of 15% of GDV on the commercial floorspace to be reasonable and 
have therefore adopted these rates in our appraisal.  Both these profit margins reflect the assumptions 
widely adopted in financial viability assessments submitted by developers in London.  Profit margins 
on commercial floorspace are lower than private housing as this space is typically sold to one or two 
investors, whereas private housing involves sales to multiple purchasers.  In our assessment, we have 
considered other major schemes of similar or greater complexity and the profit margins applied in 
those cases, including North Quay at Canary Wharf, where the Applicant applied a 17.5% profit on 
private housing and 15% on the commercial floorspace.  This scheme is of greater height (towers in 
excess of 30 storeys) and a similar value point to the Earl’s Court scheme.   
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We have assumed a profit of 6% of revenue for the affordable housing element of the scheme.  The 
reduced profit on affordable housing reflects the risk of delivery.  The developer will contract with an 
RP prior to commencement of construction and they are – in effect – acting as a contractor, with their 
risk limited to cost only.  After contracting with the RP, there is no sales risk.  In contrast, the private 
housing construction will typically commence before any units are sold and sales risk is present well 
into the development period.  

 Finance Costs 
Quod have adopted a finance cost of 6% applied to 100% of costs.  Although bank funding is unlikely 
to be available to cover all costs, it is usual practice to apply finance to 100% of costs to reflect the 
opportunity cost of an applicant’s own funding, or to reflect the cost of mezzanine finance.   Quod’s 
finance rate is within the normal range applied in financial viability assessments and is also reflective 
of the rate we applied in the RBKC Local Plan Viability Assessment.      

 Marketing, Sales, Letting & Disposal Fees 

We have applied the following marketing and disposal costs in our appraisal which are reflective of 
normal market assumptions and also reflect the inputs in the RBKC Local Plan Viability Assessment.   

Table 4.13.1: Marketing, Sales & Disposal Fees 

Use  Cost Heading GE assumption  

Residential  Marketing budget  1.5% of GDV 

Sales agent fee  2.5% of GDV 

Sales legal fee  0.25% of GDV 

Commercial  Letting agent’s fee  10% of first year’s rent  

Letting legal fee  5% of first year’s rent  

Sales agent fee  1% of capital value  

Sales legal fee  0.25% of capital value  
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5 Analysis  
 Benchmark Land Value 

Our approach to benchmark land value reflects the requirements set out in paragraphs 013 to 017 of 
the Planning Practice Guidance and other relevant planning guidance (including the Mayor of 
London’s Affordable Housing and Viability SPG).  Benchmark land value is not an expression of what 
a site might sell for in the market and the PPG warns against reliance on the prices paid for sites. 

The PPG indicates that benchmark land values should be based on existing use value plus a 
reasonable site-specific premium that is judged to provide sufficient incentive to the landowner to 
release land for development.  An alternative use value may also be used to inform benchmark land 
value, providing that the use is acceptable in planning terms and compliant with all relevant planning 
policy requirements; that there is evidence of demand for the use; and the applicant can provide an 
explanation as to why the alternative use has not been pursued.  If an alternative use value is used to 
inform a benchmark land value, the PPG indicates that a premium should not be applied.   

Quod’s paper on viability indicates that they have assessed the residual land value of the plots which 
have secured Reserved Matters Approval (‘RMA’) to inform their Benchmark Land Value.  These plots 
comprise 672 residential units (12 of which are affordable) and 21,000 square metres of commercial 
floorspace.  Quod suggest that these plots can be brought forward independently of the wider planning 
permission.   

Quod report that the they have assessed the residual land value generated by the RMA plots as £78 
million, although their paper is silent on their assumptions for Section 106 obligations and 
infrastructure costs. As noted in Section 4, Section 106 obligations in the Outline Permission equate to 
£33,081 per unit after indexation, which equates to £21.54 million for the 651 units in the RMA plots.  It 
is unclear whether or not Quod’s appraisal reflects these payments.   

We have applied the same general assumptions as those applied to the ECDC and RBKC schemes 
except for those that relate to new policies that have been introduced since the RMAs were were 
approved.  We have assumed that the same infrastructure will be required to support this Scheme, 
with the same cost applied as identified in Section 4 (i.e. £397.48 million).     

On the basis of the assumptions outline above, our residual land value of the Consented Scheme is 
£51.43 million (see Appendix 1).     

 Quod’s Appraisal results 

Quod have entered their Benchmark Land Value into their appraisals as a cost.  This results in 
potentially exaggerated finance costs, as the Extant Scheme is not being brought forward and 
therefore has limited value in practice.  Instead, the appraisal should be run as a residual land value, 
so that finance costs relate to the scheme actually being brought forward, rather than importing costs 
which relate to a completely different Scheme.   

Quod’s paper reports various negative outcomes, ranging from -£417 million to -£87 million.  However, 
it is not possible to assess the veracity of these outcomes given the limited details provided in the 
paper.   

 BNPPRE Appraisal Results  

As noted in Section 2, the Council’s instructions are to test the ECDC indicative scheme and an 
alterative scheme which reduces the office floorspace from 70,000 square metres GIA to 10,000 
square metres GIA, leaving all other elements unchanged.   
 
The Council has then instructed that if the ECDC scheme is viable, to re-test it with a lower quantum of 
floorspace.  Similarly, the Council has instructed us to re-test the RBKC reduced scheme if it is viable.  
There is some cross-over between these instructions, which we will explain in the following 
paragraphs.   
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Table 5.3.1 summarises the results of our appraisals.  The table shows the number of residential units 
and quantum of commercial floorspace assumed in each of the appraisals.  The ECDC scheme 
generates a residual land value of £189.38 million, resulting in a significant surplus of £137.95 million 
above the Benchmark Land Value of £51.43 million.   
 
The RBKC scheme (‘RBKC 1’) assumes a significant reduction in the quantum of office floorspace, 
from 70,000 square metres GIA to 10,000 square metres GIA, while the number of residential units 
remains and the quantum of retail/hotel/leisure/cultural space remain unchanged.  This reduction in 
office floorspce results in a significant reduction in residual land value.  The residual land value falls 
from £189.38 million to £22.64 million, resulting in a deficit of £28.79 million against the Benchmark 
Land Value of £51.43 million.   
 
Given that the RBKC 1 scheme reduces the quantum of floorspace, this fulfils the Council’s 
instructions to test a smaller scheme than the one promoted by ECDC.  In addition, given that our 
appraisal of RBKC 1 indicates that it is not viable, there is no requirement to re-test a further reduced 
scheme, as anticipated by the Council’s instructions.   
 
However, given that RBKC 1 is unviable, we have run an additional appraisal (RBKC 2) which 
increases the amount of office floorpace from 10,000 square metres to 20,000 square metres.  This 
scheme generates a residual land value of £52.58 million, resulting in a marginal surplus of £1.15 
million.   
 
Our appraisals are attached as appendices 2, 3 and 4.   
 
Table 5.3.1: BNPPRE appraisal results   
 

Scheme 
reference  

Residential 
units  

Office 
floorspace  
(square 
metres)  

Retail, 
leisure, 
hotel, 
community 
(square 
metres)  

Residual 
Land 
Value (£m) 

Benchmark 
Land Value 
(£m)  

Surplus 
(£m) 

ECDC 1 1,300 70,000 20,000 189.38 51.43 137.95 

RBKC 1 1,300 10,000 20,000 22.64 51.43 (28.79) 

RBKC 2 1,300 20,000 20,000 52.58 51.43 1.15 

   
 
 
 
 
 

  



 

 19 

6 Conclusions  
ECDC is in the early stages of recasting the proposals for redevelopment of the Earl’s Court site and 
the appraisals submitted by their agent, Quod, are necessarily undertaken at high level.  This is 
reflected in the re-use of the infrastructure costs from 2015 relating to the outline planning permission 
granted in 2013.  There is potential that these infrastructure costs could change when detailed designs 
start to emerge.  Nevertheless, at the present time, we have relied on these costs, but reflecting the 
potential reductions identified by ECDC.   

ECDC’s indicative scheme incorporates 1,300 residential units, 70,000 square metres of office 
floorspace and 20,000 square metres of retail, leisure, hotel, cultural and community floorspace, 
increased from 930 units and 26,994 square metres of office, retail, hotel and other uses in the 
permitted scheme.  The tenure mix of the residential has changed from circa 98% private, 2% 
affordable to 65% private, 35% affordable.  This has clearly been made possible by the uplift in total 
residential units.   

Our appraisals indicate that the ECDC scheme generates a significant surplus above the Benchmark 
Land Value, the latter being based on the value of the portion of the outline scheme within RBKC.  
Further appraisals indicate that a scheme comprising 1,300 residential units (35% affordable provided 
as 70% London Affordable Rent and 30% London Living Rent); 20,000 square metres of office 
floorspace; and 20,000 square metres of retail, hotel, leisure, cultural and community floorspace would 
be financially viable when compared to the Benchmark Land Value.    
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Appendix 1  - Benchmark Land Value appraisal   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 Benchmark Land Value   

 Summary Appraisal for Phase 1 

 Currency in £ 

 REVENUE 
 Sales Valuation  Units  ft²  Rate ft²  Unit Price  Gross Sales 

 Private residential  660  633,600  1,650.00  1,584,000  1,045,440,000 
 Affordable housing  12  10,428  248.00  215,512  2,586,144 
 Totals  672  644,028  1,048,026,144 

 Rental Area Summary  Initial  Net Rent  Initial 
 Units  ft²  Rate ft²  MRV/Unit  at Sale  MRV 

 Offices  1  88,803  60.00  5,328,180  5,328,180  5,328,180 
 Retail / cultural  1  80,730  35.00  2,825,550  2,825,550  2,825,550 
 Totals  2  169,533  8,153,730  8,153,730 

 Investment Valuation 
 Offices 
 Market Rent  5,328,180  YP  @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  108,426,089 
 Retail / cultural 
 Market Rent  2,825,550  YP  @  5.5000%  18.1818 
 (2yrs Rent Free)  PV 2yrs @  5.5000%  0.8985  46,156,768 

 154,582,857 

 GROSS DEVELOPMENT VALUE  1,202,609,001 

 Purchaser's Costs  6.80%  (10,511,634) 
 (10,511,634) 

 NET DEVELOPMENT VALUE  1,192,097,367 

 NET REALISATION  1,192,097,367 

 OUTLAY 

 ACQUISITION COSTS 
 Residualised Price  51,427,567 
 Stamp Duty  5.00%  2,571,378 
 Agent Fee  1.00%  514,276 
 Legal Fee  0.80%  411,421 

 54,924,641 
 CONSTRUCTION COSTS 
 Construction  ft²  Rate ft²  Cost 

 Offices  118,404 ft²  340.00 pf²  40,257,360 



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 Benchmark Land Value   

 Retail / cultural  107,640 ft²  340.00 pf²  36,597,600 
 Private residential  844,800 ft²  340.00 pf²  287,232,000 
 Affordable housing  13,904 ft²  340.00 pf²  4,727,360 
 Totals  1,084,748 ft²  368,814,320  368,814,320 

 Other Construction 
 Infrastruture costs  397,480,000 
 Sustainability/NZC costs  3.87%  14,273,114 
 Circular economy statement  100,000 
 Whole life-cycle carbon assessment  100,000 
 Energy statement  100,000 
 Air quality positive assessment  100,000 
 Biodiversity net gain  0.20%  737,629 

 412,890,743 
 Municipal Costs 

 MCIL  1,070,844 ft²  7.43 pf²  7,956,371 
 Section 106  672 un  33,081.00 /un  22,230,432 

 30,186,803 

 PROFESSIONAL FEES 
 Professional fees  10.00%  76,629,432 

 76,629,432 
 MARKETING & LETTING 

 Marketing  1.50%  15,681,600 
 Letting Agent Fee  10.00%  815,373 
 Letting Legal Fee  5.00%  407,687 

 16,904,660 
 DISPOSAL FEES 

 Sales Agent Fee  1.00%  11,895,112 
 Sales Legal Fee  0.25%  2,980,243 

 14,875,356 

 MISCELLANEOUS FEES 
 Profit on private  17.00%  177,724,800 
 Profit on commercial  15.00%  23,187,429 
 Profit on affordable  6.00%  155,169 

 201,067,397 
 FINANCE 

 Debit Rate 6.000% Credit Rate 0.000% (Nominal) 
 Land  5,870,338 
 Construction  3,020,922 
 Letting Void  6,912,755 
 Total Finance Cost  15,804,015 

 TOTAL COSTS  1,192,097,367 



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 Benchmark Land Value   
 PROFIT 

 0 

 Performance Measures 
 Profit on Cost%  0.00% 
 Profit on GDV%  0.00% 
 Profit on NDV%  0.00% 
 Development Yield% (on Rent)  0.68% 
 Equivalent Yield% (Nominal)  4.80% 
 Equivalent Yield% (True)  4.95% 

 IRR  (0.36)% 

 Profit Erosion (finance rate 6.000%)  N/A 
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Appendix 2  - ECDC 1 scheme appraisal  

  



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 ECDC 1 

 Summary Appraisal for Phase 1 

 Currency in £ 

 REVENUE 
 Sales Valuation  Units  ft²  Rate ft²  Unit Price  Gross Sales 

 Private residential  845  811,200  1,650.00  1,584,000  1,338,480,000 
 Affordable housing  455  395,395  248.00  215,512  98,057,960 
 Totals  1,300  1,206,595  1,436,537,960 

 Rental Area Summary  Initial  Net Rent  Initial 
 Units  ft²  Rate ft²  MRV/Unit  at Sale  MRV 

 Offices  1  508,599  60.00  30,515,940  30,515,940  30,515,940 
 Retail / cultural / other  1  161,460  35.00  5,651,100  5,651,100  5,651,100 
 Affordable workspace  1  56,511  30.00  1,695,330  1,695,330  1,695,330 
 Totals  3  726,570  37,862,370  37,862,370 

 Investment Valuation 
 Offices 
 Market Rent  30,515,940  YP  @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  620,985,783 
 Retail / cultural / other 
 Market Rent  5,651,100  YP  @  5.5000%  18.1818 
 (2yrs Rent Free)  PV 2yrs @  5.5000%  0.8985  92,313,535 
 Affordable workspace 
 Market Rent  1,695,330  YP  @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  34,499,210 

 747,798,529 

 GROSS DEVELOPMENT VALUE  2,184,336,489 

 Purchaser's Costs  6.80%  (50,850,300) 
 (50,850,300) 

 NET DEVELOPMENT VALUE  2,133,486,189 

 NET REALISATION  2,133,486,189 

 OUTLAY 

 ACQUISITION COSTS 
 Residualised Price  189,382,032 
 Stamp Duty  5.00%  9,469,102 
 Agent Fee  1.00%  1,893,820 
 Legal Fee  0.80%  1,515,056 



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 ECDC 1 

 202,260,011 
 CONSTRUCTION COSTS 
 Construction  ft²  Rate ft²  Cost 

 Offices  678,132 ft²  340.00 pf²  230,564,880 
 Retail / cultural / other  215,280 ft²  340.00 pf²  73,195,200 
 Affordable workspace  75,348 ft²  340.00 pf²  25,618,320 
 Private residential  1,081,600 ft²  340.00 pf²  367,744,000 
 Affordable housing  527,193 ft²  340.00 pf²  179,245,733 
 Totals  2,577,553 ft²  876,368,133  876,368,133 

 Other Construction 
 Infrastruture costs  397,480,000 
 Sustainability/NZC costs  3.87%  33,915,447 
 Circular economy statement  50,000 
 Whole life-cycle carbon assessment  50,000 
 Energy Statement  50,000 
 Air quality positive statement  50,000 
 Biodiversity net gain  0.20%  1,752,736 

 433,348,183 
 Municipal Costs 

 MCIL  2,050,360 ft²  7.43 pf²  15,234,175 
 Section 106  1,300 un  33,081.00 /un  43,005,300 

 58,239,475 

 PROFESSIONAL FEES 
 Professional fees  10.00%  130,776,358 

 130,776,358 
 MARKETING & LETTING 

 Marketing  1.50%  20,077,200 
 Letting Agent Fee  10.00%  3,786,237 
 Letting Legal Fee  5.00%  1,893,119 

 25,756,556 
 DISPOSAL FEES 

 Sales Agent Fee  1.00%  20,009,290 
 Sales Legal Fee  0.25%  5,333,715 

 25,343,006 

 MISCELLANEOUS FEES 
 Profit on private  17.00%  227,541,600 
 Profit on commercial  15.00%  106,994,898 
 Profit on affordable  6.00%  5,883,478 

 340,419,975 
 FINANCE 

 Debit Rate 6.000% Credit Rate 0.000% (Nominal) 
 Land  38,087,524 
 Construction  2,886,969 



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 ECDC 1 

 Total Finance Cost  40,974,493 

 TOTAL COSTS  2,133,486,189 

 PROFIT 
 0 

 Performance Measures 
 Profit on Cost%  0.00% 
 Profit on GDV%  0.00% 
 Profit on NDV%  0.00% 
 Development Yield% (on Rent)  1.77% 
 Equivalent Yield% (Nominal)  4.63% 
 Equivalent Yield% (True)  4.76% 

 IRR  22.16% 

 Rent Cover  0 yrs 0 mths 
 Profit Erosion (finance rate 6.000%)  N/A 
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Appendix 3  - RBKC 1 scheme appraisal  

  



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 RBKC 1 

 Summary Appraisal for Phase 1 

 Currency in £ 

 REVENUE 
 Sales Valuation  Units  ft²  Rate ft²  Unit Price  Gross Sales 

 Private residential  845  811,200  1,650.00  1,584,000  1,338,480,000 
 Affordable housing  455  395,395  248.00  215,512  98,057,960 
 Totals  1,300  1,206,595  1,436,537,960 

 Rental Area Summary  Initial  Net Rent  Initial 
 Units  ft²  Rate ft²  MRV/Unit  at Sale  MRV 

 Offices  1  72,657  60.00  4,359,420  4,359,420  4,359,420 
 Retail / cultural / other  1  161,460  35.00  5,651,100  5,651,100  5,651,100 
 Affordable workspace  1  8,073  30.00  242,190  242,190  242,190 
 Totals  3  242,190  10,252,710  10,252,710 

 Investment Valuation 
 Offices 
 Market Rent  4,359,420  YP  @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  88,712,255 
 Retail / cultural / other 
 Market Rent  5,651,100  YP  @  5.5000%  18.1818 
 (2yrs Rent Free)  PV 2yrs @  5.5000%  0.8985  92,313,535 
 Affordable workspace 
 Market Rent  242,190  YP  @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  4,928,459 

 185,954,249 

 GROSS DEVELOPMENT VALUE  1,622,492,209 

 Purchaser's Costs  6.80%  (12,644,889) 
 (12,644,889) 

 NET DEVELOPMENT VALUE  1,609,847,320 

 NET REALISATION  1,609,847,320 

 OUTLAY 

 ACQUISITION COSTS 
 Residualised Price  22,642,980 
 Stamp Duty  5.00%  1,132,149 
 Agent Fee  1.00%  226,430 
 Legal Fee  0.80%  181,144 



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 RBKC 1 

 24,182,703 
 CONSTRUCTION COSTS 
 Construction  ft²  Rate ft²  Cost 

 Offices  96,876 ft²  340.00 pf²  32,937,840 
 Retail / cultural / other  215,280 ft²  340.00 pf²  73,195,200 
 Affordable workspace  10,764 ft²  340.00 pf²  3,659,760 
 Private residential  1,081,600 ft²  340.00 pf²  367,744,000 
 Affordable housing  527,193 ft²  340.00 pf²  179,245,733 
 Totals  1,931,713 ft²  656,782,533  656,782,533 

 Other Construction 
 Infrastruture costs  397,480,000 
 Sustainability/NZC costs  3.87%  25,417,484 
 Circular economy statement  50,000 
 Whole life-cycle carbon assessment  50,000 
 Energy Statement  50,000 
 Air quality positive statement  50,000 
 Biodiversity net gain  0.20%  1,313,565 

 424,411,049 
 Municipal Costs 

 MCIL  1,404,520 ft²  7.43 pf²  10,435,584 
 Section 106  1,300 un  33,081.00 /un  43,005,300 

 53,440,884 

 PROFESSIONAL FEES 
 Professional fees  10.00%  107,968,002 

 107,968,002 
 MARKETING & LETTING 

 Marketing  1.50%  20,077,200 
 Letting Agent Fee  10.00%  1,025,271 
 Letting Legal Fee  5.00%  512,636 

 21,615,107 
 DISPOSAL FEES 

 Sales Agent Fee  1.00%  15,068,609 
 Sales Legal Fee  0.25%  4,024,618 

 19,093,227 

 MISCELLANEOUS FEES 
 Profit on private  17.00%  227,541,600 
 Profit on commercial  15.00%  27,153,869 
 Profit on affordable  6.00%  5,883,478 

 260,578,946 
 FINANCE 

 Debit Rate 6.000% Credit Rate 0.000% (Nominal) 
 Land  4,207,642 
 Construction  2,037,968 



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 RBKC 1 

 Other  35,529,259 
 Total Finance Cost  41,774,869 

 TOTAL COSTS  1,609,847,320 

 PROFIT 
 0 

 Performance Measures 
 Profit on Cost%  0.00% 
 Profit on GDV%  0.00% 
 Profit on NDV%  0.00% 
 Development Yield% (on Rent)  0.64% 
 Equivalent Yield% (Nominal)  5.00% 
 Equivalent Yield% (True)  5.16% 

 IRR  8.28% 

 Rent Cover  0 yrs 0 mths 
 Profit Erosion (finance rate 6.000%)  N/A 
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Appendix 4  - RBKC 2 scheme appraisal   



 APPRAISAL SUMMARY  LICENSED COPY 
 Earl's Court 
 RBKC 2 

 Summary Appraisal for Phase 1 

 Currency in £ 

 REVENUE 
 Sales Valuation  Units  ft²  Rate ft²  Unit Price  Gross Sales 

 Private residential  845  811,200  1,650.00  1,584,000  1,338,480,000 
 Affordable housing  455  395,395  248.00  215,512  98,057,960 
 Totals  1,300  1,206,595  1,436,537,960 

 Rental Area Summary  Initial  Net Rent  Initial 
 Units  ft²  Rate ft²  MRV/Unit  at Sale  MRV 

 Offices  1  145,314  60.00  8,718,840  8,718,840  8,718,840 
 Retail / cultural / other  1  161,460  35.00  5,651,100  5,651,100  5,651,100 
 Affordable workspace  1  16,146  30.00  484,380  484,380  484,380 
 Totals  3  322,920  14,854,320  14,854,320 

 Investment Valuation 
 Offices 
 Market Rent  8,718,840  YP  @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  177,424,510 
 Retail / cultural / other 
 Market Rent  5,651,100  YP  @  5.5000%  18.1818 
 (2yrs Rent Free)  PV 2yrs @  5.5000%  0.8985  92,313,535 
 Affordable workspace 
 Market Rent  484,380  YP  @  4.5000%  22.2222 
 (2yrs Rent Free)  PV 2yrs @  4.5000%  0.9157  9,856,917 

 279,594,962 

 GROSS DEVELOPMENT VALUE  1,716,132,922 

 Purchaser's Costs  6.80%  (19,012,457) 
 (19,012,457) 

 NET DEVELOPMENT VALUE  1,697,120,465 

 NET REALISATION  1,697,120,465 

 OUTLAY 

 ACQUISITION COSTS 
 Residualised Price  52,576,481 
 Stamp Duty  5.00%  2,628,824 
 Agent Fee  1.00%  525,765 
 Legal Fee  0.80%  420,612 
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 56,151,682 
 CONSTRUCTION COSTS 
 Construction  ft²  Rate ft²  Cost 

 Offices  193,752 ft²  340.00 pf²  65,875,680 
 Retail / cultural / other  215,280 ft²  340.00 pf²  73,195,200 
 Affordable workspace  21,528 ft²  340.00 pf²  7,319,520 
 Private residential  1,081,600 ft²  340.00 pf²  367,744,000 
 Affordable housing  527,193 ft²  340.00 pf²  179,245,733 
 Totals  2,039,353 ft²  693,380,133  693,380,133 

 Other Construction 
 Infrastruture costs  397,480,000 
 Sustainability/NZC costs  3.87%  26,833,811 
 Circular economy statement  50,000 
 Whole life-cycle carbon assessment  50,000 
 Energy Statement  50,000 
 Air quality positive statement  50,000 
 Biodiversity net gain  0.20%  1,386,760 

 425,900,571 
 Municipal Costs 

 MCIL  1,512,160 ft²  7.43 pf²  11,235,349 
 Section 106  1,300 un  33,081.00 /un  43,005,300 

 54,240,649 

 PROFESSIONAL FEES 
 Professional fees  10.00%  111,769,394 

 111,769,394 
 MARKETING & LETTING 

 Marketing  1.50%  20,077,200 
 Letting Agent Fee  10.00%  1,485,432 
 Letting Legal Fee  5.00%  742,716 

 22,305,348 
 DISPOSAL FEES 

 Sales Agent Fee  1.00%  15,892,056 
 Sales Legal Fee  0.25%  4,242,801 

 20,134,857 

 MISCELLANEOUS FEES 
 Profit on private  17.00%  227,541,600 
 Profit on commercial  15.00%  40,460,707 
 Profit on affordable  6.00%  5,883,478 

 273,885,784 
 FINANCE 

 Debit Rate 6.000% Credit Rate 0.000% (Nominal) 
 Land  10,291,588 
 Construction  2,176,539 
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 Other  26,883,919 
 Total Finance Cost  39,352,045 

 TOTAL COSTS  1,697,120,465 

 PROFIT 
 0 

 Performance Measures 
 Profit on Cost%  0.00% 
 Profit on GDV%  0.00% 
 Profit on NDV%  0.00% 
 Development Yield% (on Rent)  0.88% 
 Equivalent Yield% (Nominal)  4.83% 
 Equivalent Yield% (True)  4.98% 

 IRR  10.18% 

 Rent Cover  0 yrs 0 mths 
 Profit Erosion (finance rate 6.000%)  0 yrs 0 mths 


