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                                                 Table 1. Base Residential Land Values per square metre  in LTGDC 
Table 1 Density – 

Units/hect.     
 

 48 Units 
3,360m2/hec 
G/Net 95% 

72 Units 
5,040m2/hec 
G/N 92.5% 

96 units 
6,720m2/hec 

G/N 90% 

120 units 
8,400m2/hec 
G/N 87.5% 

144 units 
10,080m2/hec 

G/N 85% 

168 units 
11,760m2/hec 

G/N 82.5% 

192 units 
13,440m2/hec 

G/N 80% 
Sales Value 

psm 
Residual Land 

Value psm 
 Build  £1404psm Build £1512psm Build £1620psm Build £1728psm Build £1836psm Build  £1944psm Build £1944psm 

£1890 psm   -174.96 -318.38 -461.81 -605.12 -748.55 -891.97 -925.02 
£2160 psm   4.75 -143.32 -291.49 -439.56 -587.74 -735.80 -773.71 
£2430 psm   184.57 31.75 -121.18 -274.00 -426.82 -574.24 -622.30 
£2700 psm   364.39 206.82 49.25 -108.43 -266.00 -423.58 -470.88 
£2970 psm   544.10 381.78 219.56 57.24 -105.08 -267.41 -319.46 
£3240 psm   723.92 556.85 389.88 222.80 55.73 -111.24 -168.05 
£3510 psm   903.74 731.92 560.20 388.37 216.65 44.82 -16.63 
£3780 psm   1083.46 906.98 730.51 553.93 377.46 200.99 134.78 
£4050 psm   1263.28 1082.05 900.83 719.60 538.38 357.16 286.09 
£4320 psm   1443.10 1257.12 1071.14 885.17 699.19 513.22 437.51 
 
                                                  Table 2. Base Residential Land Values per hectare in LTGDC 

Table 2 Density – 
Units/hect.     

 

 48 Units 
3,360m2/hec 
G/Net 95% 

72 Units 
5,040m2/hec 
G/N 92.5% 

96 units 
6,720m2/hec 

G/N 90% 

120 units 
8,400m2/hec 
G/N 87.5% 

144 units 
10,080m2/hec 

G/N 85% 

168 units 
11,760m2/hec 

G/N 82.5% 

192 units 
13,440m2/hec 

G/N 80% 
Sales Value 

psm 
 Land Value 
per hectare 

 Build  £1404psm Build £1512psm Build £1620psm Build £1728psm Build £1836psm Build  
£1944psm 

Build £1944psm 

£1890 psm   -544320 -1485792 -2873472 -4706520 -6986448 -9712584 -12432268 
£2160 psm   14784 -668808 -1813728 -3418800 -5485536 -8012088 -9628416 
£2430 psm   574224 148176 -753984 -2131080 -3983616 -6252792 -7744128 
£2700 psm   1133664 965160 306432 -843360 -2482704 -4612272 -5859840 
£2970 psm   1692768 1781640 1366176 445200 -980784 -2911776 -3975552 
£3240 psm   2252208 2598624 2425920 1732920 520128 -1211280 -2091264 
£3510 psm   2811648 3415608 3485664 3020640 2022048 488040 -206976 
£3780 psm   3370752 4232592 4545408 4308360 3522960 2188536 1677312 
£4050 psm   3930192 5049576 5605152 5596920 5024880 3889032 3560256 
£4320 psm   4489632 5866560 6664896 6884640 6525792 5588352 5444544 
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                                 Table 3. Base Residential Land Values per square metre in LTGDC inc. PObs @ 10% on cost. 

Table 3 Density – 
Units/hect.     

 

 48 Units 
3,360m2/hec 
G/Net 95% 

72 Units 
5,040m2/hec 
G/N 92.5% 

96 units 
6,720m2/hec 

G/N 90% 

120 units 
8,400m2/hec 
G/N 87.5% 

144 units 
10,080m2/hec 

G/N 85% 

168 units 
11,760m2/hec 

G/N 82.5% 

192 units 
13,440m2/hec 

G/N 80% 
Sales Value 

psm 
Residual Land 

Value psm 
 Build  

£1404psm 
Build £1512psm Build £1620psm Build £1728psm Build £1836psm Build  

£1944psm 
Build £1944psm 

£1890 psm   -312.49 -463.96 -615.54 -767.12 -920.82 -1070.28 -1102.72 
£2160 psm   -136.00 -292.24 -448.38 -604.62 -760.76 -917.01 -954.11 
£2430 psm   40.49 -120.42 -281.22 -442.02 -602.93 -763.73 -805.60 
£2700 psm   216.88 51.41 -114.06 -279.52 -444.99 -610.56 -656.99 
£2970 psm   393.37 223.24 53.11 -117.02 -287.15 -457.28 -508.38 
£3240 psm   569.86 395.06 220.27 45.47 -129.21 -304.01 -359.76 
£3510 psm   746.24 566.89 387.43 208.08 28.62 -150.84 -211.15 
£3780 psm   922.73 738.71 554.59 370.58 186.45 2.44 -62.54 
£4050 psm   1099.22 910.54 721.75 533.07 344.39 155.71 86.07 
£4320 psm   1275.71 1082.26 888.92 695.57 502.23 308.88 234.58 
 
                                                  Table 4. Base Residential Land Values per hectare in LTGDC inc. PObs @ 10% on cost 

Table 4 Density – 
Units/hect.     

 

 48 Units 
3,360m2/hec 
G/Net 95% 

72 Units 
5,040m2/hec 
G/N 92.5% 

96 units 
6,720m2/hec 

G/N 90% 

120 units 
8,400m2/hec 
G/N 87.5% 

144 units 
10,080m2/hec 

G/N 85% 

168 units 
11,760m2/hec 

G/N 82.5% 

192 units 
13,440m2/hec 

G/N 80% 
Sales Value 

psm 
Residual Land 
Value per hec 

 Build  
£1404psm 

Build £1512psm Build £1620psm Build £1728psm Build 
£1836psm 

Build  1944psm Build £1944psm 

£1890 psm   -990528 -2206008 -3902304 -6079080 -8756496 -11874072 -13981632 
£2160 psm   -431088 -1389528 -2842560 -4791360 -7234416 -10173576 -12097344 
£2430 psm   128352 -572544 -1782816 -3502800 -5733504 -8473080 -10214400 
£2700 psm   687456 244440 -723072 -2215080 -4231584 -6773760 -8330112 
£2970 psm   1246896 1061424 336672 -927360 -2730672 -5073264 -6445824 
£3240 psm   1806336 1878408 1396416 360360 -1228752 -3372768 -4561536 
£3510 psm   2365440 2695392 2456160 1648920 272160 -1673448 -2677248 
£3780 psm   2924880 3512376 3515904 2936640 1773072 27048 -792960 
£4050 psm   3484320 4329360 4575648 4224360 3274992 1727544 1091328 
£4320 psm   4043760 5145840 5635392 5512080 4775904 3426864 2974272 
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          Table 5. Base Residential Land Values per square metre  in LTGDC @ 10% PObs on cost and 35% Aff. Housing at nil  cost/value 

 
         Table 6. Base Residential Land Values per hectare  in LTGDC @ 10% PObs on cost and 35% Affordable Housing at nil cost/value 
Table 6 Density – 

Units/hect.     
 

 48 Units 
3,360m2/hec 
G/Net 95% 

72 Units 
5,040m2/hec 
G/N 92.5% 

96 units 
6,720m2/hec 

G/N 90% 

120 units 
8,400m2/hec 
G/N 87.5% 

144 units 
10,080m2/hec 

G/N 85% 

168 units 
11,760m2/hec 

G/N 82.5% 

192 units 
13,440m2/hec 

G/N 80% 
Sales Value 

psm 
Residual Land 
Value per hec 

 Build  £1404psm Build £1512psm Build £1620psm Build £1728psm Build £1836psm Build  1944psm Build £1944psm 

£1890 psm   -1523889.6 -3393859.2 -6003544.8 -9352430.4 -13471531.2 -18267984 -21510720 
£2160 psm         -663211.2 -2137735.2 -4373169.6 -7371324 -11129870.4 -15651384 -18611712 
£2430 psm   83428.8 -880836 -2742794.4 -5388924 -8820775.2 -13035960 -15714048 
£2700 psm   446846.4 158886 -1112419.2 -3407815.2 -6510129.6 -10421712 -12815040 
£2970 psm   810482.4 689925.6 218836.8 -1426708.8 -4201034.4 -7805112 -9916032 
£3240 psm   1174118.4 1220965.2 907670.4 234234 -798688.8 -5188512 -7018368 
£3510 psm   1537536 1752004.8 1596504 1071798 176904 -2574264 -4119360 
£3780 psm   1901172 2283044.4 2285337.6 1908816 1152496.8 17640 -515424 
£4050 psm   2264808 2814084 2974171.2 2745834 2128744.8 1123080 709632 
£4320 psm   2628444 3344796 3663004.8 3582852 3104337.6 2227344 1932672 

Table 5 Density – 
Units/hect.     

 

 48 Units 
3,360m2/hec 
G/Net 95% 

72 Units 
5,040m2/hec 
G/N 92.5% 

96 units 
6,720m2/hec 

G/N 90% 

120 units 
8,400m2/hec 
G/N 87.5% 

144 units 
10,080m2/hec 

G/N 85% 

168 units 
11,760m2/hec 

G/N 82.5% 

192 units 
13,440m2/hec 

G/N 80% 
Sales Value 

psm 
Residual Land 

Value psm 
 Build  £1404psm Build £1512psm Build £1620psm Build £1728psm Build £1836psm Build  1944psm Build £1944psm 

£1890 psm   -480.71 -713.80 -947.00 -1180.20 -1416.69 -1646.60 -1696.53 
£2160 psm   -209.24 -449.65 -689.85 -930.15 -1170.45 -1410.75 -1467.89 
£2430 psm   26.29 -185.29 -432.69 -679.99 -927.61 -1175.01 -1239.35 
£2700 psm   140.98 33.39 -175.43 -430.04 -684.55 -939.37 -1010.71 
£2970 psm   255.67 145.11 34.56 -179.99 -441.81 -703.52 -782.07 
£3240 psm   370.36 256.84 143.21 29.57 -198.75 -467.67 -553.53 
£3510 psm   485.06 368.46 251.86 135.26 18.66 -232.03 -324.89 
£3780 psm   599.75 480.18 360.51 240.83 121.16 1.59 -117.98 
£4050 psm   714.55 591.90 469.16 346.51 223.87 101.23 55.97 
£4320 psm   829.24 703.52 577.81 452.09 326.48 200.76 152.43 



 

Annex E 

Commercial Residual 
Valuation Examples 

  



LTGDC - Offices 1
Office Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000     sq ft

Revenue
Headline rent, inflated to site purchase date £20.00 psf (NIA)
Rent free period (NB excluding marketing void) 4                    quarters
Capitalisation rate (100% for residential) 7.00%
Net floor area 80% 80,000 sq.ft.
Gross Development Value (deferred for rent free period) £266.40 psf (NIA) £21,312,021
Less purchasers costs 5.7500% -£1,158,810

£20,153,212
Less sales costs 1.5% -£302,298
Net Development Value £19,850,913

Developer return
Return on costs 20.48%
Return on value 17.00% -£3,374,655 -£3,374,655

Development expenditure
Build Costs inflated to site purchase date £145.00 psf (GEA) -£14,500,000
Build costs (NIA equivalent)
Professional fees 12.5% £18.13 psf (GEA) -£1,812,500
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 0.0% £0
Marketing 1.0% -£163,125
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£16,475,625



Finance
Construction period 6                    quarters
Interest on devel costs over construction period -£911,909
Marketing void 2                    quarters
Interest on devel costs over marketing void -£619,270
Total finance costs -£1,531,179

Marketing costs
Legal on leases 2.5% £.50 psf (NIA) -£40,000
Leasing fees 15.0% £3.00 psf (NIA) -£240,000
Total marketing costs -£280,000

Balance available -£1,810,546
Lead-in period 2                      quarters
Construction period 6                      quarters
Marketing void 2                      quarters
Defer over development period / marketing void 10                    quarters 0.83947303 £290,641

-£1,519,904
Less land acquisition costs 5.7500% £82,643

RESIDUAL LAND VALUE -£1,437,262

Land Value per sq ft -£14.37
Check profit on cost:

Land purchase + purchase costs £1,519,904
Finance on land £290,641
Development expenditure -£16,475,625
Finance on development expenditure -£1,531,179
Marketing costs -£280,000
Total costs (excl. developer return) -£16,476,258

Developer's return on cost -£3,374,655
Developer's return / cost 20.48%



LTGDC - Offices 2
Office Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000     sq ft

Revenue
Headline rent, inflated to site purchase date £25.00 psf (NIA)
Rent free period (NB excluding marketing void) 4                       quarters
Capitalisation rate (100% for residential) 7.00%
Net floor area 80% 80,000 sq.ft.
Gross Development Value (deferred for rent free period) £333.00 psf (NIA) £26,640,027
Less purchasers costs 5.7500% -£1,448,512

£25,191,515
Less sales costs 1.5% -£377,873
Net Development Value £24,813,642

Developer return
Return on costs 20.48%
Return on value 17.00% -£4,218,319 -£4,218,319

Development expenditure
Build Costs inflated to site purchase date £145.00 psf (GEA) -£14,500,000
Build costs (NIA equivalent)
Professional fees 12.5% £18.13 psf (GEA) -£1,812,500
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 0.0% £0
Marketing 1.0% -£163,125
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£16,475,625



Finance
Construction period 6                       quarters
Interest on devel costs over construction period -£911,909
Marketing void 2                       quarters
Interest on devel costs over marketing void -£619,270
Total finance costs -£1,531,179

Marketing costs
Legal on leases 2.5% £.63 psf (NIA) -£50,000
Leasing fees 15.0% £3.75 psf (NIA) -£300,000
Total marketing costs -£350,000

Balance available £2,238,519
Lead-in period 2                         quarters
Construction period 6                         quarters
Marketing void 2                         quarters
Defer over development period / marketing void 10                       quarters 0.83947303 -£359,343

£1,879,176
Less land acquisition costs 5.7500% -£102,177

RESIDUAL LAND VALUE £1,776,999

Land Value pe £17.77

Check profit on cost:
Land purchase + purchase costs -£1,879,176
Finance on land -£359,343
Development expenditure -£16,475,625
Finance on development expenditure -£1,531,179
Marketing costs -£350,000
Total costs (excl. developer return) -£20,595,323
Developer's return on cost -£4,218,319
Developer's return / cost 20.48%



LTGDC - Offices 3
Office Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000      sq ft

Revenue
Headline rent, inflated to site purchase date £30.00 psf (NIA)
Rent free period (NB excluding marketing void) 4                    quarters
Capitalisation rate (100% for residential) 7.00%
Net floor area 80% 80,000 sq.ft.
Gross Development Value (deferred for rent free period) £399.60 psf (NIA) £31,968,032
Less purchasers costs 5.7500% -£1,738,215

£30,229,817
Less sales costs 1.5% -£453,447
Net Development Value £29,776,370

Developer return
Return on costs 20.48%
Return on value 17.00% -£5,061,983 -£5,061,983

Development expenditure
Build Costs inflated to site purchase date £145.00 psf (GEA) -£14,500,000
Build costs (NIA equivalent)
Professional fees 12.5% £18.13 psf (GEA) -£1,812,500
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 0.0% £0
Marketing 1.0% -£163,125
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£16,475,625



Finance
Construction period 6                    quarters
Interest on devel costs over construction period -£911,909
Marketing void 2                    quarters
Interest on devel costs over marketing void -£619,270
Total finance costs -£1,531,179

Marketing costs
Legal on leases 2.5% £.75 psf (NIA) -£60,000
Leasing fees 15.0% £4.50 psf (NIA) -£360,000
Total marketing costs -£420,000

Balance available £6,287,584
Lead-in period 2                      quarters
Construction period 6                      quarters
Marketing void 2                      quarters
Defer over development period / marketing void 10                    quarters 0.83947303 -£1,009,327

£5,278,257
Less land acquisition costs 5.7500% -£286,997

RESIDUAL LAND VALUE £4,991,259

Land Value pe £49.91

Check profit on cost:
Land purchase + purchase costs -£5,278,257
Finance on land -£1,009,327
Development expenditure -£16,475,625
Finance on development expenditure -£1,531,179
Marketing costs -£420,000
Total costs (excl. developer return) -£24,714,387

Developer's return on cost -£5,061,983

Developer's return / cost 20.48%



LTGDC - Offices 4
Office Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000      sq ft

Revenue
Headline rent, inflated to site purchase date £35.00 psf (NIA)
Rent free period (NB excluding marketing void) 4                quarters
Capitalisation rate (100% for residential) 7.00%
Net floor area 80% 80,000 sq.ft.
Gross Development Value (deferred for rent free period) £466.20 psf (NIA) £37,296,037
Less purchasers costs 5.7500% -£2,027,917

£35,268,120
Less sales costs 1.5% -£529,022
Net Development Value £34,739,099

Developer return
Return on costs 20.48%
Return on value 17.00% -£5,905,647 -£5,905,647

Development expenditure
Build Costs inflated to site purchase date £145.00 psf (GEA) -£14,500,000
Build costs (NIA equivalent)
Professional fees 12.5% £18.13 psf (GEA) -£1,812,500
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 0.0% £0
Marketing 1.0% -£163,125
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£16,475,625



Finance
Construction period 6                quarters
Interest on devel costs over construction period -£911,909
Marketing void 2                quarters
Interest on devel costs over marketing void -£619,270
Total finance costs -£1,531,179

Marketing costs
Legal on leases 2.5% £.88 psf (NIA) -£70,000
Leasing fees 15.0% £5.25 psf (NIA) -£420,000
Total marketing costs -£490,000

Balance available £10,336,648
Lead-in period 2                  quarters
Construction period 6                  quarters
Marketing void 2                  quarters
Defer over development period / marketing void 10                quarters 0.83947303 -£1,659,311

£8,677,337
Less land acquisition costs 5.7500% -£471,817

RESIDUAL LAND VALUE £8,205,520

Land Value pe £82.06

Check profit on cost:
Land purchase + purchase costs -£8,677,337
Finance on land -£1,659,311
Development expenditure -£16,475,625
Finance on development expenditure -£1,531,179
Marketing costs -£490,000
Total costs (excl. developer return) -£28,833,452

Developer's return on cost -£5,905,647

Developer's return / cost 20.48%



LTGDC - B2 / B8 - 1
Industrial Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000     sq ft

Revenue
Headline rent, inflated to site purchase date £10.00 psf (NIA)
Rent free period (NB excluding marketing void) 2                 quarters
Capitalisation rate (100% for residential) 6.50%
Net floor area 95% 95,000 sq.ft.
Gross Development Value (deferred for rent free period) £148.56 psf (NIA) £14,112,748
Less purchasers costs 5.7500% -£767,360

£13,345,389
Less sales costs 1.5% -£200,181
Net Development Value £13,145,208

Developer return
Return on costs 20.48%
Return on value 17.00% -£2,234,685 -£2,234,685

Development expenditure
Build Costs inflated to site purchase date £75.00 psf (GEA) -£7,500,000
Build costs (NIA equivalent)
Professional fees 8.0% £6.00 psf (GEA) -£600,000
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 2.0% -£162,000
Marketing 1.0% -£81,000
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£8,343,000



Finance
Construction period 2                 quarters
Interest on devel costs over construction period -£148,571
Marketing void 2                 quarters
Interest on devel costs over marketing void -£302,434
Total finance costs -£451,005

Marketing costs
Legal on leases 2.5% £.25 psf (NIA) -£23,750
Leasing fees 15.0% £1.50 psf (NIA) -£142,500
Total marketing costs -£166,250

Balance available £1,950,268
Lead-in period 2                   quarters
Construction period 2                   quarters
Marketing void 2                   quarters
Defer over development period / marketing void 6                   quarters 0.90033482 -£194,374

£1,755,894
Less land acquisition costs 5.7500% -£95,474

RESIDUAL LAND VALUE £1,660,420

Land Value pe £16.60

Check profit on cost:
Land purchase + purchase costs -£1,755,894
Finance on land -£194,374
Development expenditure -£8,343,000
Finance on development expenditure -£451,005
Marketing costs -£166,250
Total costs (excl. developer return) -£10,910,522

Developer's return on cost -£2,234,685

Developer's return / cost 20.48%



LTGDC - B2 / B8 - 2
Industrial Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000       sq ft

Revenue
Headline rent, inflated to site purchase date £12.00 psf (NIA)
Rent free period (NB excluding marketing void) 2                      quarters
Capitalisation rate (100% for residential) 6.50%
Net floor area 95% 95,000 sq.ft.
Gross Development Value (deferred for rent free period) £178.27 psf (NIA) £16,935,298
Less purchasers costs 5.7500% -£920,832

£16,014,466
Less sales costs 1.5% -£240,217
Net Development Value £15,774,249

Developer return
Return on costs 20.48%
Return on value 17.00% -£2,681,622 -£2,681,622

Development expenditure
Build Costs inflated to site purchase date £75.00 psf (GEA) -£7,500,000
Build costs (NIA equivalent)
Professional fees 8.0% £6.00 psf (GEA) -£600,000
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 2.0% -£162,000
Marketing 1.0% -£81,000
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£8,343,000

Finance
Construction period 2                      quarters



Interest on devel costs over construction period -£148,571
Marketing void 2                      quarters
Interest on devel costs over marketing void -£302,434
Total finance costs -£451,005

Marketing costs
Legal on leases 2.5% £.30 psf (NIA) -£28,500
Leasing fees 15.0% £1.80 psf (NIA) -£171,000
Total marketing costs -£199,500

Balance available £4,099,122
Lead-in period 2                        quarters
Construction period 2                        quarters
Marketing void 2                        quarters
Defer over development period / marketing void 6                        quarters 0.900334824 -£408,540

£3,690,582
Less land acquisition costs 5.7500% -£200,670

RESIDUAL LAND VALUE £3,489,912

Land Value per £34.90

Check profit on cost:
Land purchase + purchase costs -£3,690,582
Finance on land -£408,540
Development expenditure -£8,343,000
Finance on development expenditure -£451,005
Marketing costs -£199,500
Total costs (excl. developer return) -£13,092,627

Developer's return on cost -£2,681,622

Developer's return / cost 20.48%



LTGDC - B2 / B8 - 3
Industrial Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000      sq ft

Revenue
Headline rent, inflated to site purchase date £15.00 psf (NIA)
Rent free period (NB excluding marketing void) 2                   quarters
Capitalisation rate (100% for residential) 6.50%
Net floor area 95% 95,000 sq.ft.
Gross Development Value (deferred for rent free period) £222.83 psf (NIA) £21,169,123
Less purchasers costs 5.7500% -£1,151,040

£20,018,083
Less sales costs 1.5% -£300,271
Net Development Value £19,717,812

Developer return
Return on costs 20.48%
Return on value 17.00% -£3,352,028 -£3,352,028

Development expenditure
Build Costs inflated to site purchase date £75.00 psf (GEA) -£7,500,000
Build costs (NIA equivalent)
Professional fees 8.0% £6.00 psf (GEA) -£600,000
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 2.0% -£162,000
Marketing 1.0% -£81,000
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£8,343,000



Finance
Construction period 2                   quarters
Interest on devel costs over construction period -£148,571
Marketing void 2                   quarters
Interest on devel costs over marketing void -£302,434
Total finance costs -£451,005

Marketing costs
Legal on leases 2.5% £.38 psf (NIA) -£35,625
Leasing fees 15.0% £2.25 psf (NIA) -£213,750
Total marketing costs -£249,375

Balance available £7,322,404
Lead-in period 2                     quarters
Construction period 2                     quarters
Marketing void 2                     quarters
Defer over development period / marketing void 6                     quarters 0.900334824 -£729,789

£6,592,615
Less land acquisition costs 5.7500% -£358,464

RESIDUAL LAND VALUE £6,234,151

Land Value per £62.34

Check profit on cost:
Land purchase + purchase costs -£6,592,615
Finance on land -£729,789
Development expenditure -£8,343,000
Finance on development expenditure -£451,005
Marketing costs -£249,375
Total costs (excl. developer return) -£16,365,784

Developer's return on cost -£3,352,028

Developer's return / cost 20.48%



LTGDC - Retail - 1
Retail & Leisure Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000      sq ft

Revenue
Headline rent, inflated to site purchase date £20.00 psf (NIA)
Rent free period (NB excluding marketing void) 6                quarters
Capitalisation rate (100% for residential) 6.00%
Net floor area 85% 85,000 sq.ft.
Gross Development Value (deferred for rent free period) £300.11 psf (NIA) £25,509,487
Less purchasers costs 5.7500% -£1,387,041

£24,122,446
Less sales costs 1.5% -£361,837
Net Development Value £23,760,609

Developer return
Return on costs 20.48%
Return on value 17.00% -£4,039,304 -£4,039,304

Development expenditure
Build Costs inflated to site purchase date £85.00 psf (GEA) -£8,500,000
Build costs (NIA equivalent)
Professional fees 12.5% £10.63 psf (GEA) -£1,062,500
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 2.0% -£191,250
Marketing 1.0% -£95,625
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£9,849,375



Finance
Construction period 2                quarters
Interest on devel costs over construction period -£175,396
Marketing void 2                quarters
Interest on devel costs over marketing void -£357,040
Total finance costs -£532,436

Marketing costs
Legal on leases 5.0% £1.00 psf (NIA) -£85,000
Leasing fees 15.0% £3.00 psf (NIA) -£255,000
Total marketing costs -£340,000

Balance available £8,999,494
Lead-in period 2                  quarters
Construction period 2                  quarters
Marketing void 2                  quarters
Defer over development period / marketing void 6                  quarters 0.900334824 -£896,936

£8,102,558
Less land acquisition costs 5.7500% -£440,565

RESIDUAL LAND VALUE £7,661,994

Land Value per £76.62

Check profit on cost:
Land purchase + purchase costs -£8,102,558
Finance on land -£896,936
Development expenditure -£9,849,375
Finance on development expenditure -£532,436
Marketing costs -£340,000
Total costs (excl. developer return) -£19,721,306

Developer's return on cost -£4,039,304

Developer's return / cost 20.48%



LTGDC - Retail - 2
Retail & Leisure Residual Appraisal

- Finance rate (annual) 7.25%
- Finance rate (quarterly) 1.7652%

Gross floor area 100,000      sq ft

Revenue
Headline rent, inflated to site purchase date £25.00 psf (NIA)
Rent free period (NB excluding marketing void) 6                 quarters
Capitalisation rate (100% for residential) 6.00%
Net floor area 85% 85,000 sq.ft.
Gross Development Value (deferred for rent free period) £375.14 psf (NIA) £31,886,858
Less purchasers costs 5.7500% -£1,733,801

£30,153,058
Less sales costs 1.5% -£452,296
Net Development Value £29,700,762

Developer return
Return on costs 20.48%
Return on value 17.00% -£5,049,129 -£5,049,129

Development expenditure
Build Costs inflated to site purchase date £85.00 psf (GEA) -£8,500,000
Build costs (NIA equivalent)
Professional fees 12.5% £10.63 psf (GEA) -£1,062,500
Project management 0.0% £.00 psf (GEA) £0
Design & construction contingency 2.0% -£191,250
Marketing 1.0% -£95,625
Development management 0.0% £0
Overall contingency 0.0% £0
Total development expenditure -£9,849,375



Finance
Construction period 2                 quarters
Interest on devel costs over construction period -£175,396
Marketing void 2                 quarters
Interest on devel costs over marketing void -£357,040
Total finance costs -£532,436

Marketing costs
Legal on leases 5.0% £1.25 psf (NIA) -£106,250
Leasing fees 15.0% £3.75 psf (NIA) -£318,750
Total marketing costs -£425,000

Balance available £13,844,821
Lead-in period 2                   quarters
Construction period 2                   quarters
Marketing void 2                   quarters
Defer over development period / marketing void 6                   quarters 0.900334824 -£1,379,847

£12,464,974
Less land acquisition costs 5.7500% -£677,765

RESIDUAL LAND VALUE £11,787,210

Land Value per s £117.87

Check profit on cost:
Land purchase + purchase costs -£12,464,974
Finance on land -£1,379,847
Development expenditure -£9,849,375
Finance on development expenditure -£532,436
Marketing costs -£425,000
Total costs (excl. developer return) -£24,651,632

Developer's return on cost -£5,049,129

Developer's return / cost 20.48%



 

Annex  F 

Assessment of the ‘Funding 
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Community Facilities in the 
Lower Lea Valley 



ENVIRONMENTAL RESOURCES MANAGEMENT LONDON THAMES GATEWAY  DEVELOPMENT CORPORATION 

1 

Table F.1 Lower Lea Valley Land Acquisition Costs for Infrastructure and Community 
Services 

Future Use Area Required (ha) 
 

Acquisition Cost Basis 3 
(£ million) 

Utilities 3.0 6.0 
Highways and Transport 6.0 12.0 
Public Realm and Green Space 30.0 60.0  
Education 15.0 30.0 
Health 0.4 0.8 
Leisure Centres 0.6 1.2 
Community Centres 1.0 2.0 
Emergency Services 1.0 2.0 
Total 57.0 114.0 

 
 

Table F.2 Lower Lea Valley Land Acquisition : Assumptions 

Assumptions  
Utilities Assumed that 3ha of land required for water treatment, 

waste disposal, CHP and above ground installations or 
safeguarding. 
 

Highways and Transport Assumed that 6ha required for primary distributor roads, 
bus and cycleways.  
 

Public Realm and Green Space Based on EDAW D&IS ‘new’ land area 
 

Education Based on 0.1ha per nursery unit, 0.5ha per primary school, 
2.0ha per secondary school, 1.2ha nominal allowance for 
FE. 
 

Health Based on building floorspace at 80% site coverage. 
 

Leisure Centres Based on building floorspace at 50% site coverage. 
 

Community Centres and Libraries Based on building floorspace at 80% site coverage. 
 

Emergency Services Based on nominal site of 1ha.  

 
 

Table F.3 Lower Lea Valley Land Acquisition : Cost of Acquisition 

Basis 1: Industrial CPO Value 
 This is assumed to be £3.0 million per hectare, total cost = £171 million 
Basis 2: EDAW average cost, based on overall mix of existing uses in D&IS 
 This is calculated to be £6.0 million per hectare, total cost = £342 million , based on 

full range of ‘high’ existing use values 
Basis 3: Industrial CPO Value, but assuming that 33% of land in public ownership at nil 

acquisition value 
 This is assumed to be £2.0 million per hectare, total cost = £114 million 

 
Basis 3 is likely to be the best simple method of assessing the aggregate land 
acquisition costs and is the one used in Table F.4. It ignores the pattern of land 



ENVIRONMENTAL RESOURCES MANAGEMENT LONDON THAMES GATEWAY  DEVELOPMENT CORPORATION 

2 

ownership and is likely to overestimate the costs of acquiring sites for open 
space, in particular.  
  

Table F.4 Estimate of Likely Public or 'External' Funding of LLV Infrastructure and 
Community Facilities 

Cost (£ million) Infrastructure/Facility 
Works Land 

Funding Source and Amount 
(£ million) 

Remediation and Site Clearance 
 

89.0 0.0 Tax Credits (20%) 17.8 

Utilities 113.0 6.0 Connection Fees and Strategic 
Investment 

80.0 

Highways and Bridges 
 

76.5 12.0 TfL (80%) 70.8 

Public Realm and Green Space 
 

54.5 60.0 Lottery etc (20%) 22.9 

Education and Training 
 

124.5 30.0 DfES ad FEFC except land 124.5 

Health Services 
 

7.0 0.8 LIFT except land 7.0 

Leisure Centres 
 

3.5 1.2 Lottery etc (20%) except land 0.7 

Community Buildings 
 

14.0 2.0 DCMS, Lottery etc (30%) except 
land 

4.8 

Emergency Services 
 

6.5 2.0 Home Office except land 6.5 

Total 508.5 114.0  335.0 

 
The assessment of the likely funding sources and amounts in Table F.4 are 
based on ERM estimates, derived from our understanding of recent practice 
by the departments and agencies concerned. It will need to be refined in 
consultation with those departments and agencies. 
 
It is normal to expect that where land for infrastructure and community 
facilities is part of larger development sites, the transfer of those sites to the 
LTGDC or the Borough concerned will be negotiated at either nil price or only 
compensating the landowner for their costs incurred in remediation and 
services to those sites.  Land for strategic infrastructure is likely to have to be 
acquired by the providing agency, if necessary by CPO.  
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LONDON RIVERSIDE:  ASSESSMENT OF THE FUNDING GAP FOR 
INFRASTRUCURE AND COMMUNITY FACILITIES 

G.1. The procedure for assessing the costs of services, land and prospective public 
funding has, wherever possible, been consistent with that used for the Lower 
Lea Valley.  It is reported in full in the ‘London Riverside:  Indicative Cost 
Plan’, September 2006, prepared by ERM with Turner & Townsend.   
 

G.2. In assessing the ‘funding’ gap, we have, wherever possible, extracted the costs 
that will be met by the developers of Barking Riverside, based on information 
provided by English Partnerships. 
 

G.3. Land ownership information for London Riverside, apart from Barking 
Riverside, is sparse and we have only been able to construct a partial estimate 
of land costs, using information from the London Riverside Physical 
Regeneration and Development Framework and large scale unpublished 
plans used by Arup/Turner & Townsend for cost planning.  In some cases, 
standard facility site areas used for the Lower Lea Valley have been adopted.  
 

G.4. Land costs have only been assessed for community buildings, excluding 
Barking Riverside.  We have assumed that much of the open space or green 
space to be provided will either be acquired at no cost or remain outside 
public ownership.  Land costs have been assessed on the basis of normal 
existing use value for industrial land in the London Riverside, which has been 
assessed at £1.92 million per hectare.    
 

Table G.0.1 London Riverside:  Identified Land Acquisition Costs at 2006 Prices 

Facility Cost (£ million) 
Education 32.6 
Health Services 1.2 
Leisure Centres 2.0 
Community Buildings 9.0 
Total £44.8 

 
G.5. Table G.2 sets out the potential sources of funding for infrastructure and 

community facilities excluding land infrastructure and facilities at Barking 
Riverside, which are to be funded by the developers have been excluded from 
the Table. 
 

G.6. In total, our estimate is that at least £222.1 million of those costs remain if 
present public or other external funding regimes continue.   
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Table G.2 London Riverside:  Sources of Potential Funding for Infrastructure and 

Community Facilities 

Facility Cost  
(£ million) 

Public or Other Funding Source 
(other than LTGDC) 

Highways and Bridges 124.1 Transport for London/Highways 
Agency 

Public Transport 111.7 Transport for London/DLRL 
Education 113.0 80% from DFES 
Health Services 19.2 PCT/LIFT 
Leisure Centre 8.0 50% from operation income 
Community Buildings 12.0 30% from DCMS/Lottery etc 
Emergency Services 3.9 Home Office 
Public Realm and Green Space 76.3 10% from Lottery etc 
Remediation and Site Clearance 44.2 20% from Tax Credits 
Flood Mitigation 66.6 30% from Defra 
Utilities 91.1 60% from utilities  
Total 670.1  
Total unlikely to be funded from other sources  222.1  
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