{ 8 FEB 2011

Vision Homes

Wild Rents Development

3 Dragons Modelling

Prepared for Vision Homes by Landgate (New
Homes) Ltd

15.02.2011 12




Vision Homes 20-30 Wild Rents, London

3 Dragons Modelling

Contents

COTIMBITER oo cinsiiiinsiinnssanasasisdusninnonsevsienapss o oN S SOy AN b s i e AN OO SRE ARSI S A i
1 Projoct AeSCTIPUON.....ccocccveinisissiniasastcusserasnsusssnsasssssssasssessasiom ssrsssssnsspenessssonansnss 2
11 TermB OF ROTBIBIIOE .. viiisisimisies e s v e A RS oo T b e Ve soucs 2
2 e e ) RSP R G S D SR O e S e 3
3 Description Of the SCHBIMD ...c....icuusiissussassusinsinnsisasasssesssssnssnessiotssrisspmsssans 4
3.1 Prolect deBORDUON - oo s s R A TR A AR 4
32 The alfordable BIBMBNLS .. .. s mmsmymsssmtaissns s sisnis b asss s csmrasskaknainssibnsennt 5
3.3 Market Valuation ASSUMPIIONS ..icuiaismmiusinishsmsvmesssssersasiamass s saig i sk 6
34 COolaASRINIIONE oot G A SR 9
4@ Sensitivity Analyses Undertaken.............ccccuuuunnees Error! Bookmark not defined.
4.1  Sensitivity ANAIYSES .....coovviiiiiiiiiiiii i Error! Bookmark not defined.
> Results and Conclusions ..........cccccvicinniscsnnnsnsnencns Error! Bookmark not defined.
i (R NS o S SR O - | Error! Bookmark not defined.
S (CHNCRINION .oumnsisursmamssrasisaiisatomeiatye Error! Bookmark not defined.
Wild Rents — Landgate (New Homes) Ltd [




Vision Homes 20-30 Wild Rents, London
3 Dragons Modelling

This Report is presented to Vision Homes in respect of the Wild Rents Project and may not be used or
relied on by any other person or by the client in relation to any other matters not covered specifically by
the scope of this Report.

Notwithstanding anything to the contrary contained in the report,

Landgate(New Homes) Limited is obliged to exercise reasonable skill, care and diligence in the
performance of the services required Vision Homes and Landgate(New Homes) Limited shall not be
liable except to the extent that it has failed to exercise reasonable skill, care and diligence, and this
report shall be read and construed accordingly.

This Report has been prepared by Landgate(New Homes) Limited. No individual is personally liable in
connection with the preparation of this Report. By receiving this Report and acting on it, the client or any
other person accepts that no individual is personally liable whether in contract, tort, for breach of
statutory duty or otherwise.
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1.1

Vision Homes 20-30 Wild Rents, London
3 Dragons Modelling

Project description

Terms of Reference

Landgate has been commissioned by Vision Homes to carry out an independent
financial review using the ‘Three Dragon’s Model, for the proposed Wild Rents
development located at 20-30 Wild Rents in London.

In particular, we were required to prepare a “three dragon’s model” using the data

provided by Vision Homes and produce a brief report that includes the description of
the work done and the findings of the sensitivity analysis

The report is addressed to Vision Homes and Landgate accepts no liability for any
aspect in relation to this report in respect of any third parties.

Wild Rents ~ Landgate (New Homes) Ltd 2
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2 Methodology

The methodology adopted to complete this financial assessment has been to:
®  Collect the data provided by Vision Homes;

B Input the data provided in to the ‘Three Dragons’ spreadsheet model
template:

B Prepare a short report summarising our findings.

Wild Rents — Landgate (New Homes) Ltd 3
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Description of the Scheme

3.1 Project description
Vision Homes acquired the site in January 2008 with detailed planning permission
for the demolition of the existing building and construction of a new five storey
building comprising:

» 28 residential apartments (20 private units and 8 affordable including 6 socially
rented/ 2 shared ownership);

¢ live/work units on the upper levels;
¢ 5 business units at ground and first floor levels; and

¢ a basement car park containing 20 parking spaces, 42 bicycle spaces and a
scooter bay.

Due to the fact that no RSL was interested in acquiring the S.106 units in this
consented scheme, (due to poor room layouts resulting from the serpentine wall
design), and due to the unrealistic and economically unsupportable inclusion of
the underground car park, a revised scheme has been devised and this is the
subject of this report.

On the ground floor there is 573 sq.m. of commercial space with parking for 4
cars and spaces for 49 bicycles. The residential element comprises:-

Floor 1 Bed Flat Studio 2 Bed Flat 3 Bed Flat Total
Ground Floor

First Floor 3 5 7
Second Floor 8 3 9
Third Floor 8 1 3 12
4" Floor 6 6
Total 16 1 15 5 37

The site is located in Southwark at 20-30 Wild Rents, Bermondsey, London with a
total area of approximately 0.09 Ha.

Wild Rents — Landgate (New Homes) Ltd 4
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3.2 The affordable element —
The development proposal indicates the provision of 29 %™ affordable housing with
the following tenure mix:

Private
No.
Beds

25

6 29 (+6)*

3.2.1 Summary
B 37 units, of which 16% by residential unit are affordable.

B 105 hab rooms of which 29 +6 are affordable = 33.33%

-
In the calculations we have included the one extra habitable room per wheelchair
unit that is allowable to achieve equivalence under the Council’s guidelines.

Wild Rents — Landgate (New Homes) Ltd 5




3.3
3.3.1

Vision Homes 20-30 Wild Rents, London
3 Dragons Modelling

Market Valuation Assumptions

Developers assumptions — Residential Units

The assumed sales prices for the private residential and live/work unit have been
estimated by polling the opinion of local agents (principally Stirling Ackroyd, Field
and Sons and Kalmars)

Wild Rents — Landgate (New Homes) Ltd 6
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Y Area (m°) Market Valuation
Rooms
First/Second 2 bed duplex 2 135
£495000
First Studio 1 30 £185000
Second Two bed apartment 3 64 £350,000
Second Two bed apartment 3 59 £350,000
Second One bed apartment 2 46 £250,000
Second One bed apartment 2 45 £250,000
Second One bed apartment 2 45 £250,000
Second One bed apartment 2 45 £250,000
Second One bed apartment 2 45 £250,000
Second One bed apartment 2 48 £250.000
Second One bed apartment 2 48 £250,000
Second One bed apartment 2 48 £250,000
Second Two bed apartment 3 61 £350,000
Second/Third | Two bed duplex 3 60 £325000
Third Two bed apartment 3 65 £360,000
Third Two bed apartment 3 60 £360,000
Third One bed apartment 2 46 £250,000
Third One bed apartment 2 45 £250,000
Third One bed apartment 2 45 £250,000
Third One bed apartment 2 45 £250,000
Third One bed apartment 2 45 £250,000
Third One bed apartment 2 45 £250,000
Third One bed apartment 2 45 £250,000
Third Two bed apartment 3 59 £360,000

Wild Rents — Landgate (New Homes) Ltd
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Fourth | Two bed apartment 69 £395,000
Fourth Two bed apartment 63 £395,000
Fourth Two bed apartment 63 £395,000
Fourth Two bed apartment 63 £395,000
Fourth Two bed apartment 63 £395,000
Fourth Two bed apartment 57 £395,000

Wild Rents ~ Landgate (New Homes) Ltd
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Market
Valuation

First E‘;gglgﬁgkapa”me”‘ - 75 £77,609

First E‘;Z;Eﬁgif‘pa”me”t = 97 £103,478
First &’;gglgﬁgifpa"me”t - 87 £103,478
First S e peariinent- 87 £103,478
First wgggigsgirapartmem = 98 £103,478
First e 103 £103,478

Business Unit.

The development contains 4 office units with a total area 573m°. For the purpose of
this exercise, we have assumed a yearly rent of £150 per square metre and a 9%

yield.

Costs Assumptions:
The following data was provided by Vision Homes for the developments on Grange
Road and has been used in this assessment in the absence of better information.

Existing Use Value- £2000,000. This is based on the assumed value of the

offices and warehousing previously on the site.

Build Cost -£1700 m® - This is higher than the default to reflect Code 4

Interest Rate — 14.5% p.a. (this is the calculated on the basis that 75% of the
borrowing is at 7%p.a. and 25% of the borrowing is at 30%p.a. (the typical
mezzanine lending rate)

Developers return — 22% (the minimum level that bank valuers are adopting)

Section 106 contribution = £256,290

Wild Rents — Landgate (New Homes) Ltd
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3.5 Conclusion

It is clear that using the strict Existing Use Value input the data suggests that Vision
Homes could theoretically provide more social housing than they are offering in the
current planning application.

However, in the real world, they paid some £2.3 million more than this for the site -
and this some three years ago. The holding costs to date have been in excess of
£500,000.

The real picture is that Vision Homes have procured funding on the basis of the
current application which just scrapes the minimum margins on the bank.

The funding on offer will allow them to build the scheme and cover the majority of the
costs which they have invested in the scheme. It will not make a real developers
profit.

However should Southwark agree to grant planning permission on this basis they will
be providing social rent units (grant-free) and facilitating the development of much
needed residential units in the area as well as high quality office space.

Vision Homes are able to commit to an early start on site, within six months of
planning consent and are amenable to having the consent reviewed if they fail to
comply with this.

Wild Rents — Landgate (New Homes) Ltd 10
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