
Operator Scheme Regional Location 
Letting Structure

Number of 

Student 

Bedspaces 

Gross Rent per 

Bedspace (£) pa

Operational Costs 

per Bedspace (£) 

pa

Indicative % 

of OC to 

Gross Rent

Private Operator London London Direct Let                       100                    7,686                        1,550 20%

Private Operator Liverpool North West Direct Let                       138                    4,447                        1,200 27%

Private Operator Manchester North West Direct Let                       145                    4,732                        1,577 33%

Private Operator Liverpool North West Direct Let                       158                    5,230                        1,250 24%

Private Operator Exeter South West Direct Let                       219                    5,742                        1,300 23%

Private Operator* Manchester North West* Direct Let                       316                    5,261                        1,145 21% uplifted 1 yr

Private Operator Manchester North West Direct Let                       355                    4,459                        1,425 32%

Private Operator Liverpool North West** Direct Let                       384                    3,979                        1,394 35% * removing security costs

Private Operator * Leeds West Yorkshire* Direct Let                       542                    5,273                        1,503 28% uplifted 1 yr

Private Operator Nottingham East Midlands Direct Let                       602                    3,997                        1,522 38%

Private Operator Birmingham West Midlands Direct Let                       609                    4,514                        1,350 30%

Private Operator Wolverhampton West Midlands Direct Let                       657                    3,431                        1,233 36%

Private Operator Manchester North West Direct Let                    1,021                    4,109                        1,522 37%

Average Average                       404                   4,835                        1,382 30%

Total Total                   5,246 

Private Operator * Luton South East* Joint Venture                       274                    5,556                        1,682 29% uplifted 2 yr

University * York Yorkshire and Humber* Joint Venture                       621                    5,228                        1,507 27%
uplifted 2 yr

University * Swansea Wales* Joint Venture                       899                    4,889                        1,365 27% uplifted 2 yr

Average Average                       598                   5,224                        1,518 28%

Total Total                   1,794 

Private Operator Manchester North West University Lease                       397                    4,588                        1,738 38%

Private Operator Cardiff Wales Nomination Agreement                       410                    4,103                        1,707 42%

Private Operator Liverpool North West Nomination Agreement                       416                    4,155                        1,432 34%

Private Operator Manchester North West University Lease                       438                    3,956                        1,648 42%

Private Operator Newcastle North East Nomination Agreement                       443                    4,761                        1,712 36%

Private Operator Glasgow Scotland nomination Agreement - for part                       464                    3,998                        1,707 43%

Private Operator Sheffield Yorkshire and Humber Nomination Agreement                       499                    3,873                        1,589 41%

Private Operator Leicester East Midlands nomination Agreement - for part                       541                    4,228                        1,423 34%

Private Operator* Birmingham West Midlands * Nomination Agreement                       604                    4,858                        1,258 25% uplifted 1 yr

Private Operator Birmingham West Midlands Referral Agreement                       656                    4,659 38%

Private Operator* Nottingham East Midlands * Nomination Agreement                       739                    4,979                        1,635 32% uplifted 1 yr

Average Average                       510                   4,378                        1,585 37%

Total Total                   5,607 

Total no. of students 12,647               

Letting Structure
Average Number of 

Student Bedspaces 

Average Gross Rent per Bedspace 

(£) pa

Average 

Operational 

Costs per 

Bedspace (£) pa

Average 

Indicative % of 

OC to Gross 

Rent

Direct Let                                            404                                                       4,835                    1,382 30%

Joint Venture                                            598                                                       5,224                    1,518 28%

Under Nomination Agreement                                            510                                                       4,378                    1,585 37%

Table 1: 2014 - Student Bed Space Cost  Analysis



Table 2: Construction Cost Analysis 13/08/2015

Project Date Construction cost No. of beds

m2 per bedspace 

without 

circulation

m2 per bedspace 

with circulation Cost per bed

GIA (m2) 

without 

circulation 

space

GIA (m2) 

with 

circulation 

space

GIA (ft2) 

without 

circulation 

space

GIA (ft2) 

with 

circulation 

space £/m2 £/ft2 Comments

06 May 2015 5,052,000£            44,708£           2,880          23,724          31,000          1,754£                 163

Traditional Construction 

costs (Rider Hunt)

28 May 2015 5,679,665£            50,263£           2,880          23,724          31,000          1,972£                 183£        

Modular construction. 

(Rider Hunt)
Modular

Indexed to 2015 BCIS 

costs. 30.52% increase.  £           5,930,633 52,952£           2,967          -                 31,936          1,999£                 186£        

Costs prepared by Davis 

Langdon 21 March 2012 4,543,791£            40,570£           2,967          -                 31,936          1,531£                 142£        

Indexed to 2015 BCIS 

costs. 19.22% increase. 6,244,028£             £           48,781 3,618          23,562 38,940          1,726£                 160£        

Costs prepared October 

2012 5,237,400£             £           40,917 3,618          23,562 38,940          1,448£                 134£        

Costs tendered by 3 

contractors. 

118 18 27  £           48,801 2196 3,155          23,643 33,959          1,820£                 169£        

Bath Court: Demolition of 

existing building to 

provide 435 studio and 

cluster bedspaces, 

incorporating a retail unit 

at ground floor and car 

parking. (17 studios, 50 

cluster flats)

Costs prepared October 

2014
20,993,343£         435 17 25  £           48,261 7,202               10,797        77,522          116,218        1,944£                 181£        

Demolition and including 

an underground car park. 

Inefficient site shape 

leading to low 

bedspace/m2. Costs 

given.

Exclusions: 

professional fees, 

abnormal costs 

and contingency

Goodricke College, York: 

purpose built 

accommodation
Costs prepared 

588 28 

16,401        176,539        Studio schemes

Langwith College, York: 

pupose built 

accommodation built in 

2012
Costs prepared 23 March 

2011

651 25 

16,224        174,634        

Central building deducted 

from calculation of GIA 

(assumed at £120 per 

m2)

Mix of Cluster 

bedspace/studio 

schemes. 

Predominantly 

cluster.

Project A
Included within Estimate 

Cost Plan dated 8 

October 2014

103,129,354£       2,369                27 43,533£           65,000        699,654        1,587£                 147£        

Benchmarking 

comparable given in 

Bath Court Estimate Cost 

Plan by Turner and 

Townsend

Project B
Included within Estimate 

Cost Plan dated 8 

October 2014

50,794,615£         1,290                23 39,376£           30,100        323,993        1,688£                 157£        

Benchmarking 

comparable given in 

Bath Court Estimate Cost 

Plan by Turner and 

Townsend

Project C
Included within Estimate 

Cost Plan dated 8 

October 2014

 £         22,373,630 542 22 41,280£           11,820        127,229        1,893£                 176£        

Benchmarking 

comparable given in 

Bath Court Estimate Cost 

Plan by Turner and 

Townsend

Project D
Included within Estimate 

Cost Plan dated 8 

October 2014

 £         34,025,592 660 26 51,554£           17,295        186,162        1,967£                 183£        

Benchmarking 

comparable given in 

Bath Court Estimate Cost 

Plan by Turner and 

Townsend

934 16.56                      26 43,677.59£     7,202               167,637     77,522          257,775        1,713£                 159£        

              7,006 17 26  £   43,997.73 3,865             17,710      41,602        190,630      1,720£              160£      Average (excl.modular and 2012 Sheffield):

Cluster Average

2189

2,204               

17

Sherbourne House, 

Coventry: New build 

construction of 113 

Studio Units

113

Exclude inflation, 

and reduced by 

8% to remove 

contingency and 

professional fees 

allowance.

Portobello House, 

Sheffield: new build 

construction of 128 

studio units.

128

20

28 

Green Lane, Durham: 

Construction of 112 

Studio Units in a four 

storey building.

112 26
Type A and B Studio: 18 

sqm, Type C Studio: 23 

sqm, Type D Studio: 23.5 

sqm. 

25

Average Studio:



Table 3 Residual value, Student Accommodation - Using HDH Assumptions but Including Purchaser and Acqusition Costs
Cluster Studio

Rooms 60                      175                    500                    60                    175                  500                   

Size 15                      15                      15                      23                    23                    23                     

CIL     £/m2 30                      30                      30                      30                    30                    30                     

Building GIA 1,385                 4,038                 11,538               1,865              5,439              15,541             

Income Gross 6,800                 6,800                 6,800                 6,800              6,800              6,800                

25% Opp Cost 1,700                 1,700                 1,700                 1,700              1,700              1,700                

Nett 5,100                 5,100                 5,100                 5,100              5,100              5,100                

6.25 Yield 57,000               57,000               57,000               81,000            81,000            81,000             

Capital Value 3,420,000         9,975,000         28,500,000       4,860,000       14,175,000    40,500,000      

Less

Purchaser Costs 5.80% 198,360            578,550            1,653,000         281,880          822,150          2,349,000        

Net Capital Value 3,221,640         9,396,450         26,847,000       4,578,120       13,352,850    38,151,000      

Costs Land Used 0.05                   0.25                   0.75                   0.05                0.25                0.75                  

£/ha 2,000,000         2,000,000         2,000,000         2,000,000       2,000,000       2,000,000        

Uplift 20% 400,000            400,000            400,000            400,000          400,000          400,000           

£/ha 2,400,000         2,400,000         2,400,000         2,400,000       2,400,000       2,400,000        

EUV/AUV Site Cost 120,000            600,000            1,800,000         120,000          600,000          1,800,000        

Acq SDLT 4% 4,800                 24,000               72,000               4,800              24,000            72,000             

Acq Fees 1.50% 1,800                 9,000                 27,000               1,800              9,000              27,000             

Net Site Cost 113,400            567,000            1,701,000         113,400          567,000          1,701,000        

Srategic Promotion

Planning 10,000               10,000               10,000               10,000            10,000            10,000             

Construction /m2 1,525                 1,525                 1,525                 1,525              1,525              1,525                

£ 2,112,125         6,157,950         17,595,450       2,844,125       8,294,475       23,700,025      

Infrastructure 5% 105,606            307,898            879,773            142,206          414,724          1,185,001        

Abnormals 5% 105,606            307,898            879,773            142,206          414,724          1,185,001        

Fees 8% 185,867            541,900            1,548,400         250,283          729,914          2,085,602        

2,323,338         6,773,745         19,354,995       3,128,538       9,123,923       26,070,028      

Contingency 5% 116,167            338,687            967,750            156,427          456,196          1,303,501        

Finance Costs 5,000                 5,000                 5,000                 5,000              5,000              5,000                

Sales 1% 34,200               99,750               285,000            48,600            141,750          405,000           

Misc 10,000               10,000               10,000               10,000            10,000            10,000             

Subtotal 2,691,171         7,812,082         22,280,144       3,615,447       10,509,782    29,988,131      

Interest 7% 94,191               273,423            779,805            126,541          367,842          1,049,585        

Profit % Costs 20% 557,072            1,617,101         4,611,990         748,398          2,175,525       6,207,543        

Costs 3,342,435         9,702,606         27,671,939       4,490,386       13,053,150    37,245,259      

Residual Land Worth Site 120,795-            306,156-            824,939-            87,734            299,700          905,741           

RLW rate per Ha 2,415,897-         1,224,623-         1,099,919-         1,754,687       1,198,801       1,207,655        

Less Add Acq Costs 5.800% 13,606-               50,757-               146,846-            1,511-              15,617-            46,467-             

Net Residual Land Worth Site 107,189-            255,399-            678,093-            86,223            284,083          859,274           

NRLW rate per Ha 2,143,775-         1,021,595-         904,124-            1,724,459       1,136,331       1,145,699        

CIL Amount 41,550               121,140            346,140            55,950            163,170          466,230           

CIL as % GDV Negative RLW Negative RLW Negative RLW 1.22                1.22                1.22                  

CIL as % Costs 1.25                1.25                1.25                  

CIL as % RDV 65                    57                    54                     

Excluded Purchaser and 

Acqusition Costs 184,754            527,793            1,506,154         280,369          806,533          2,302,533        

As Land Value 3,695,078         2,111,172         2,008,205         5,607,372       3,226,130       3,070,044        
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Charlotte Campbell/GBR

To: Derek Nesbitt/GBR

Subject: RE: Viability Assumptions - Student Accommodation

 

From: Charles Marshall [mailto:c.marshall@libertyliving.co.uk]  

Sent: 01 September 2015 17:21 

To: Derek Nesbitt/GBR <Derek.Nesbitt@dtz.com> 

Subject: RE: Viability Assumptions - Student Accommodation 

 
Dear Derek 
 
Thanks for your note. 
 
You are indeed correct that both for valuation by third party valuers and for purchase and sale of buildings a deduction from 
gross valuation is made to reflect 
 

1. SDLT payable, which will take account of MDR and be between 1% and 4%  
2. Purchasers’ costs which are normally assumed to be between 1-1.5% plus VAT at 20% 

 
The arm’s length valuation will therefore be reduced by the above amounts, of between (1% +1.2%) 2.2% and (4%+1.8%) 
5.8%, depending upon overall size of transaction and unit value for SDLT 
 
The above approach has been our experience for many years in the market both for purchases and sales of assets and for 
bank collateral and portfolio fund valuations. 
 
 
With best wishes 
 
Charles 
 

 

Charles Marshall 
Chief Executive Officer 
Tel: +44 (0) 20 73987432 
Mob: 07710 482448 
Fax: 020 7398 7431 

 

  

 

 

  
Liberty Living 

Level 32, 30 St Mary Axe 
London, EC3A 8BF 

 

  

 

 

  

 

From: Derek Nesbitt/GBR [mailto:Derek.Nesbitt@dtz.com]  

Sent: 01 September 2015 15:54 
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To: Charles Marshall 

Subject: Viability Assumptions - Student Accommodation 

 

 

Charles  
 
Hope you are well and wonder if you are able to help in this matter  
 
I act for Leicester University in connection with the Leicester City Council’s proposed Community Infrastructure Levy 
and CIL Viability Study and have been reviewing the Viability Study assumptions.  
 
The city’s instructed viability consultant has put forward that they have modelled typical student accommodation 
schemes and in these models they have made judgements as to what are ‘normal cost in development’ assumptions, 
 
The CIL Examiner has agreed to a short adjournment to allow parties to consider these ‘assumptions’ 
 
In the case of the student accommodation capitalised rental income to calculated Gross Development Value from 
which they deduct the costs of scheme delivery, the city’s instructed viability consultants have assumed that 
developers and operators do not take account of purchasers costs ie stamp duty legal and agent fees when 
undertaking their appraisals. 
 
It is my understanding that it is ‘standard valuation and market practice’ to deduct notional Purchasers costs as these 
costs will be incurred if the scheme was sold and therefore to calculate net value the GDV needs to be netted down 
by these costs. 
 
Would you be happy to help by responding so we can give the inspector confidence that the assumption of deduction 
of purchaser costs are ‘normal development costs ‘ which must be deducted when calculating scheme value. 
 
Happy to discuss  
 
 
Regards  
 
 
 

Derek Nesbitt MRICS 

Director  

Residential - Valuation, Agency and Student 

RICS Registered Valuer  

 
No.1 Marsden Street | Manchester | M2 1HW 

 

Direct:  0161 455 3790 

Mobile: 07747 008426 

Fax:      0161 455 3799 

derek.nesbitt@dtz.com | www.dtz.com 

 

Twitter | Facebook | LinkedIn | YouTube 

 
Please consider our environmental footprint before printing this email 

 

 

 

DTZ Debenham Tie Leung Limited.  

Registered in England no. 2757768. Registered Office: 125 Old Broad Street, London EC2N 1AR  

 

This email (including any attachments) is confidential and intended for the named recipient(s) only. It may be subject to legal or 
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other professional privilege and contain copyright material.  

Any confidentiality or privilege is not waived or lost because this email has been sent to you by mistake.  

 

Access to this email or its attachments by anyone else is unauthorised. If you are not the intended recipient, you may not 

disclose, copy or distribute this email or its attachments, nor take or  

omit to take any action in reliance on it. If you have received this email in error, please notify the sender immediately, delete it 

from your system and destroy any copies.  

 

We accept no liability for any loss or damage caused by this email or its attachments due to viruses, interference, interception, 

corruption or unauthorised access.  

 

Any views or opinions presented in this email or its attachments are solely those of the author and do not necessarily represent 

those of the company.  

 

Liberty Living Management Two Ltd. 

 

Registered office: Level 32, 30 St Mary Axe, London EC3A 8BF. 

 

Registered in England No. 4055891 

 

This message is intended only for the individual or entity to which it is addressed and may contain 

information that is private and confidential. 

If you are not the intended recipient, employee or agent responsible for delivering the message to the 

intended recipient, you are hereby notified that any dissemination, distribution or copying of this 

communication and its attachments is strictly prohibited. 

If you have received this communication and its attachment in error, please return the original message and 

attachments to us using the reply facility on e-mail. 

The views and opinions expressed in this message are the author's own and may not reflect the views and 

opinions within Liberty Living Management Two Ltd. 

Liberty Living Management Two Ltd reserves the right to read any e-mail or attachment entering or leaving 

its systems from any source without prior notice. 

In relation to insurance mediation activities Liberty Living Management Two Ltd is an appointed 

representative of Lockton Companies LLP which is authorised and regulated by the Financial Conduct 

Authority.  
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Charlotte Campbell/GBR

Subject: Viability Assumptions - Student Accommodation

From: Thomas, Heath (Real Estate, Commercial & Private Banking) [mailto:Heath.Thomas@rbs.co.uk]  

Sent: 07 September 2015 09:54 

To: Derek Nesbitt/GBR <Derek.Nesbitt@dtz.com> 

Subject: RE: Viability Assumptions - Student Accommodation 

 

Hi Derek 

 

Thank you for sharing this with me. 

 

Our standard practice is to deduct notional purchasers costs and therefore the GDV is reduced accordingly for 

valuation calculation purposes. 

 

I hope this helps but please do call me if you wanted to chat it through in more detail. 

 

Many thanks 

 

Heath 

 

Heath Thomas |Head of Real Estate Finance, Greater Manchester | Commercial & Private Banking North of England | 
Royal Bank of Scotland | 3rd Floor, 1 Spinningfields Square, Manchester M3 3AP | Tel Mob +44 (0) 7500 815388 | 
Fax +44 (0) 161 862 4005 | heath.thomas@rbs.co.uk 

 

From: Derek Nesbitt/GBR [mailto:Derek.Nesbitt@dtz.com]  
Sent: 01 September 2015 16:21 

To: Thomas, Heath (Real Estate, Commercial & Private Banking) 

Subject: Viability Assumptions - Student Accommodation 

 

 

Heath  
 
Hope you are well and wonder if you are able to help in this matter  
 
I act for Leicester University in connection with the Leicester City Council’s proposed Community Infrastructure Levy 
and CIL Viability Study and have been reviewing the Viability Study assumptions.  
 
The city’s instructed viability consultant has put forward that they have modelled typical student accommodation 
schemes and in these models they have made judgements as to what are ‘normal cost in development’ assumptions, 
 
The CIL Examiner has agreed to a short adjournment to allow parties to consider these ‘assumptions’ 
 
In the case of the student accommodation capitalised rental income to calculated Gross Development Value from 
which they deduct the costs of scheme delivery, the city’s instructed viability consultants have assumed that 
developers and operators do not take account of purchasers costs ie stamp duty legal and agent fees when 
undertaking their appraisals. 
 
It is my understanding that it is ‘standard valuation and market practice’ to deduct notional Purchasers costs as these 
costs will be incurred if the scheme was sold and therefore to calculate net value the GDV needs to be netted down 
by these costs. 
 
Would you be happy to help by responding so we can give the inspector confidence that from a major UK bank 
funding such opportunities the assumption of deduction of purchaser costs are ‘normal development costs ‘ which 
must be deducted when calculating scheme value. 
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Happy to discuss  
 
 
Regards  
 
 

Derek Nesbitt MRICS 

Director  

Residential - Valuation, Agency and Student 

RICS Registered Valuer  

 
No.1 Marsden Street | Manchester | M2 1HW 

 

Direct:  0161 455 3790 

Mobile: 07747 008426 

Fax:      0161 455 3799 

derek.nesbitt@dtz.com | www.dtz.com 

 

Twitter | Facebook | LinkedIn | YouTube 

 
Please consider our environmental footprint before printing this email 

 

 

 

DTZ Debenham Tie Leung Limited.  

Registered in England no. 2757768. Registered Office: 125 Old Broad Street, London EC2N 1AR  

 

This email (including any attachments) is confidential and intended for the named recipient(s) only. It may be subject to legal or 

other professional privilege and contain copyright material.  

Any confidentiality or privilege is not waived or lost because this email has been sent to you by mistake.  

 

Access to this email or its attachments by anyone else is unauthorised. If you are not the intended recipient, you may not 

disclose, copy or distribute this email or its attachments, nor take or  

omit to take any action in reliance on it. If you have received this email in error, please notify the sender immediately, delete it 

from your system and destroy any copies.  

 

We accept no liability for any loss or damage caused by this email or its attachments due to viruses, interference, interception, 

corruption or unauthorised access.  

 

Any views or opinions presented in this email or its attachments are solely those of the author and do not necessarily represent 

those of the company.  

*** WARNING : This message originates from the Internet *** 

The Royal Bank of Scotland plc, Registered in Scotland No. 90312. Registered Office: 36 St Andrew 

Square, Edinburgh EH2 2YB 

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 

the Prudential Regulation Authority. 

This e-mail message is confidential and for use by the addressee only. If the message is received by anyone 

other than the addressee, please return the message to the sender by replying to it and then delete the 

message from your computer. Internet e-mails are not necessarily secure. The Royal Bank of Scotland plc 

does not accept responsibility for changes made to this message after it was sent. The Royal Bank of 

Scotland plc may monitor e-mails for business and operational purposes. By replying to this message you 

give your consent to our monitoring of your email communications with us. 
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Whilst all reasonable care has been taken to avoid the transmission of viruses, it is the responsibility of the 

recipient to ensure that the onward transmission, opening or use of this message and any attachments will 

not adversely affect its systems or data. No responsibility is accepted by The Royal Bank of Scotland plc in 

this regard and the recipient should carry out such virus and other checks as it considers appropriate. 
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Charlotte Campbell/GBR

To: Derek Nesbitt/GBR

Subject: RE: Viability Assumptions - Student Accommodation

 

From: Simon Pollitt [mailto:Simon.Pollitt@kshl.co.uk]  

Sent: 02 September 2015 15:25 

To: Derek Nesbitt/GBR <Derek.Nesbitt@dtz.com> 

Subject: RE: Viability Assumptions - Student Accommodation 

 

Derek, 

 

Thanks for your email. 

 

We always assume a deduction of 5.8% for purchases costs as our schemes are funded with bank debt and banks in 

my experience always ask their valuers to deduct purchases costs.  

 

Our auditors also require our yearly valuations to deduct purchases cost. 

 

Hope this helps. 

 

Simon Pollitt MRICS 

Head of UK Property  

 

(d) +44 020 7199 5920  | (m) +44 07809198600                                                                                                                                         

(e) (simon@thestudenthousingcompany.com)  | (w) www.thestudenthousingcompany.com 

(a) The Student Housing Company, 4th Floor, 100 Gray's Inn Road, WC1X 8AL              

We’re Social! Follow The Student Housing Company on |Facebook | Twitter | LinkedIn | Instagram  

 
 

KSHL reserves the right in its absolute discretion to determine: whether any purported introduction has been or 

continues to be properly submitted; whether to recognise any particular opportunity as having been introduced by a 

particular party; whether to accept or reject any purported introduction without consideration or explanation; the 

most appropriate agent where a potential acquisition opportunity is made by more than one property agent. Where 

KSHL reject an introduction, we reserve the right to recognise a subsequent introduction of the proposed acquisition 

opportunity by another party without being liable to the initial introducing party where, for example (without 

limitation) 3 or more months have elapsed or there are changes in the offer terms. In all cases, the payment of fees 

or commission to any non-retained agent for any introduction shall be entirely at the discretion of KSHL unless or 

until the quantum and basis of such is clearly agreed in writing by or on behalf of a KSHL managed fund for whom an 

interest is pursued. KSHL  and its client funds shall not be liable, by implication or otherwise, for any fee or 

commission which results simply from the submission, registration, activation, consideration or purchase of any 

opportunity submitted. 
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From: Derek Nesbitt/GBR [mailto:Derek.Nesbitt@dtz.com]  

Sent: 01 September 2015 15:50 

To: Simon Pollitt <Simon.Pollitt@kshl.co.uk> 

Subject: Viability Assumptions - Student Accommodation 

 

 

  
Simon 
  
Hope you are well and wonder if you are able to help in this matter  
  
I act for Leicester University in connection with the Leicester City Council’s proposed Community Infrastructure Levy 
and CIL Viability Study and have been reviewing the Viability Study assumptions.  
  
The city’s instructed viability consultant has put forward that they have modelled typical student accommodation 
schemes and in these models they have made judgements as to what is a ‘normal cost in development’ assumption, 
  
The CIL Examiner has agreed to a short adjournment to allow parties to consider these ‘assumptions’ 
  
In the case of the student accommodation capitalised rental income to calculated Gross Development Value from 
which they deduct the costs of scheme delivery, the city’s instructed viability consultants have assumed that 
developers and operators do not take account of purchasers costs ie stamp duty legal and agent fees when 
undertaking their appraisals. 
  
It is my understanding that it is ‘standard valuation and market practice’ to deduct notional Purchasers costs as these 
costs will be incurred if the scheme was sold and therefore to calculate net value the GDV needs to be netted down 
by these costs. 
  
Would you be happy to help by responding so we can give the inspector confidence that the assumption of deduction 
of purchaser costs are ‘normal development costs ‘ which must be deducted when calculating scheme value. 
  
Happy to discuss  
  
  
Regards  
  
  
Derek Nesbitt MRICS 
Director  
Residential - Valuation, Agency and Student 
RICS Registered Valuer  

 
No.1 Marsden Street | Manchester | M2 1HW 
  
Direct:  0161 455 3790 
Mobile: 07747 008426 
Fax:      0161 455 3799 
derek.nesbitt@dtz.com | www.dtz.com 
  
Twitter | Facebook | LinkedIn | YouTube 
  
Please consider our environmental footprint before printing this email 

  

  

 

DTZ Debenham Tie Leung Limited.  

Registered in England no. 2757768. Registered Office: 125 Old Broad Street, London EC2N 1AR  
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This email (including any attachments) is confidential and intended for the named recipient(s) only. It may be subject to legal or 

other professional privilege and contain copyright material.  

Any confidentiality or privilege is not waived or lost because this email has been sent to you by mistake.  

 

Access to this email or its attachments by anyone else is unauthorised. If you are not the intended recipient, you may not 

disclose, copy or distribute this email or its attachments, nor take or  

omit to take any action in reliance on it. If you have received this email in error, please notify the sender immediately, delete it 

from your system and destroy any copies.  

 

We accept no liability for any loss or damage caused by this email or its attachments due to viruses, interference, interception, 

corruption or unauthorised access.  
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Actual Rent: Represents the income being paid by the tenant as at 
the valuation date, i.e. the passing rent.

All Risks Yield: The remunerative rate of interest used in the valuation 
of freehold/heritable and leasehold interests, reflecting all the 
prospects and risks attached to the particular investment.

Anchor Tenant(s): One or more department stores introduced into a 
shopping centre, to attract other retailers and the public.

Assignment: Where a tenant (assignor) transfers all his legal rights 
and responsibilities to another tenant (assignee) who enters into a 
direct relationship with the landlord. Requires landlord consent. 

Break Date: A date in the lease at which point a landlord or a tenant 
(or both) may exercise an option to bring the lease to an end (on a 
stated notice period) on a predefined date. 

Capitalisation (Cap) Rate: The rate at which the income and 
prospective future income stream is capitalised at to arrive at a 
gross capital value. The cap rate used will depend on many factors 
including unexpired lease term, covenant strength of the tenant, the 
lettability of the property, and the passing rent. Example valuation: 
7% cap rate on a rack rented property: (100/7) x passing rent = gross 
value, i.e. 14.7 x rent.

Capital Value per sq ft: Is the net capital value expressed on a per 
sq ft basis.

Commencement Date: The contracted date on which a tenant has 
a legal right to exclusive possession of a specific property.

Costs: Represents the cost of purchasing property, i.e. stamp duty, 
legal and agent’s fees. These costs are expressed as a percentage 
of the gross price/valuation. Stamp duty ranges from 1-4% 
depending on the lot size of the property and fees are set at 1% 
for agent’s fees and 0.75% for legal fees. Example: Gross value of 
£1,000,000 net value = £1,000,000 less 5.75% (4%+1%+0.75%) costs 
= £945,626.

Dilapidations: Those items of disrepair which arise through breach 
of contract by a tenant, giving rise to a right to damages or remedial 
action.

Discounted Cashflow (DCF): Techniques used in investment and 
development appraisal whereby future inflows and outflows of 
cash associated with a particular project are expressed in present 
day terms, by discounting. The most widely used methods are IRR 
(Internal Rate of Return) and NPV (Net Present Value).

Estimated Rental Value: The valuer’s estimate of rent which will be 
achieved at the next event be it rent review or new lease, given 
today’s market conditions i.e. rental value at today’s date. Referred 
to in the Red Book as Market Rent.

Also stated where there is an outstanding review or a holding 
over situation, and the rent represents the valuer’s estimate of the 
reviewed rent, or the rent likely to be agreed under a new lease, at 
the date of valuation. 



Equivalent Yield: The average weighted return a property will 
produce according to the present income and estimated rental 
value assumptions, assuming the income is received annually in 
arrears (see True Equivalent Yield).

Expiry Date: The contractual date on which a tenant’s exclusive 
possession ends. However the lease does not end by that date 
but must actively be ended by service of a notice by the tenant. 
A tenant may continue to enjoy occupation following a lease end 
date (see Holding Over) and subject to the Landlord & Tenant Act 
1954 will have a right to renew their lease, unless otherwise stated 
in the original lease. Landlord and Tenant Act does not apply in 
Scotland. 

Freehold: The purest form of title which can be held and represents 
absolute title in England and Wales. In Scotland this is known as a 
heritable interest. 

Full Repairing and Insuring Lease: A lease under which the lessee 
is responsible for the whole cost of repair, maintaining and insuring 
the property.

Geared Leaseholds: Where a property is held long leasehold, and 
the headrent payable is a percentage of income received, or of 
estimated rental value, and is usually reviewable on a regular basis 
(see Leasehold, Estimated Rental Value, Rent Review).

Gross External Area: Total area of the building including external 
perimeter walls, as defined in the RICS Code of Measuring Practice 
(sixth edition).

Gross Internal Area: Total area of the building, measured from the 
inside of the exterior walls as defined in the RICS Code of Measuring 
Practice (sixth edition). 

Gross Value: Represents the valuation/price of the property before 
costs of purchase (stamp duty and fees) are deducted (see Costs).

Ground Lease: A long lease granted at a ground rent i.e 
disregarding the value of any buildings on the land, but often giving 
rights to develop.

Guaranteed Uplift: A rental uplift, not subject to negotiations, pre-
agreed at the outset of a lease, and can be at any point in the 
lease term. 

Guarantor: A third party to a contractual relationship who 
guarantees undertakings by a party to the contract.

Head Lease: A leasehold interest held directly from the freeholder/
heritable owner and subject to one or more underleases.

Head Rent: The rent paid by a head lessee to a freeholder/ heritable 
owner. 

Heritable Interest: The outright ownership of property as opposed to 
a leasehold interest. The English equivalent of Freehold. 



Holding Over: Where the lease expiry date has passed, but the 
tenant remains in occupation. The tenant has a legal right to do so, 
(unless otherwise stated in the lease) whether or not a new lease is 
under negotiation or he wishes to vacate.

Initial Yield: The initial immediate return of the property at the 
stated valuation/price based on the present income the property 
produces. Calculated by reference to current passing rent divided 
by the Gross Value before deduction of purchase costs. 

Internal Rate of Return (IRR): The rate of interest at which all future 
cashflows must be discounted, so that the Net Present Value, 
including initial investment equals zero.

Internal Repairing Lease: A lease under which all or some internal 
(but not external) repairs are the responsibility of the tenant.

Investment Method: The valuation of an interest in land by the 
capitalisation of actual or estimated net rental income at a market 
yield.

ITZA: In terms of Zone A – see zoning.

Joint and Several Liability: If the lease imposes joint and several 
liability on the tenant and its assignees, then the first tenant and 
each successor tenant remains fully liable for payment of rent and 
performance of the tenants obligations under the lease, despite 
having assigned its interest with the consent of the landlord. 

Market Rent (MR): The estimated amount for which a property, 
or space within a property, should lease on the date of valuation 
between a willing lessor and a willing lessee on appropriate lease 
terms, in an arm’s length transaction, after proper marketing wherein 
the parties had acted knowledgeably, prudently and without 
compulsion.

Market Value (MV): The estimated amount for which a property 
should exchange on the date of valuation between a willing buyer 
and a willing seller in an arm’s-length transaction after proper 
marketing wherein the parties had each acted knowledgably, 
prudently and without compulsion.

Mezzanine: An intermediate floor in a building, usually between 
ground and first floors.

Mutual Option: An option exercisable by either party to a contract 
e.g. a mutual break clause at a specific date.

Net Internal Area: The usable area within a building measured to 
the internal face of perimeter walls, as defined by the RICS Code of 
Measuring Practice (sixth edition).

Net Present Value (NPV): The summation of the discounted values 
of a cashflow. Each receipt/payment is discounted to the present 
value at a discount rate equal to a target rate of return on the cost 
of capital.

Net Value: Represents the valuation/sale price of the property after 
costs of purchase have been deducted. 



Obsolescence: The factors which affect the economic life of 
buildings.

Office Content: Expressed as a percentage of total floor area in 
warehouse/industrial buildings (usually 10%) (see Specification).

Off Market: A property transaction that takes place without the 
property being marketed.

Outstanding Rent Review: Where a rent review date has passed but 
no new rent has been set and therefore the tenant is still paying the 
previous rent.

Peppercorn: This is the amount of rent demanded when a property 
is held on a long leasehold basis and usually means the long 
leaseholder has maximum freedom allowed under a leasehold 
position. Under a peppercorn agreement no rent is usually payable 
throughout the term and is usually non reviewable.

Parking Ratio: The relationship between car spaces and net lettable 
area.

Plot Ratio: Percentage of the site which is actually occupied by the 
building.

Present Income: The contracted rent payable by the tenant to the 
landlord.

Privity of Contract: The direct relationship between two original 
parties to an agreement e.g. original lessor and original lessee. This 
exists even after assignment unless a post 1996 lease. Does not 
apply in Scotland. See Joint & Several Liability.

Privity of Estate: The relationship of landlord and tenant who may /
may not be original parties. Does not apply in Scotland. 

Quoting Rent: The rent (either on a per annum or per sq. ft. basis) 
quoted to potential occupiers by letting agents in respect of a 
vacant property.

Rack Rented: Where the passing rent is equal to the amount of 
rent which could be achieved from an open market letting (see 
Estimated Rental Value). 

Rateable Value: Is the basis of the business rates payable by the 
occupier of the property, based on the open market rental value of 
that property at a pre-determined date.

Red Book: Colloquial name for the Valuation Standards published 
by the RICS.

Rent Free Period: A period of non-rental payment granted, usually 
as an inducement when negotiating a new lease to a new tenant. 
Also often includes a period to allow the tenant to fit out the property 
for occupation.

Rental Penalty: Where a tenant has been given the benefit of a 
break option it can be subject to the payment of a rent penalty, 
already agreed in the lease, expressed as a number of month’s rent, 
e.g. six months rent penalty.



Rent Review Date: Usually five yearly, this date represents an 
opportunity to negotiate a new rent. The basis of determining that 
rent will be set out in the existing lease.

Reversionary Yield: The expected return the property will provide 
once rack rented.

RICS: Royal Institution of Chartered Surveyors.

Schedule of Condition: A statement describing the physical state of 
a building.

Schedule of Dilapidations: A list of the wants of repair and 
maintenance which a tenant is required to undertake under the 
terms of a lease. Can be interim – during the currency of the lease – 
or terminal – at the end of the lease.

Site Area: The area of the whole property including landscaping 
and car parking etc.

Specification: Indicates the amenities the property offers to an 
occupier. For industrial property this includes loading provision, 
eaves height (height from the floor to the lowest point and the 
underside of the roof), amount of office space included (standard 
industrial – 10% office content) etc.

Sub-letting: Where a tenant has transferred exclusive possession 
to another party, but retains his original legal relationship with the 
landlord.

Superior Lease: A superior interest which is not the freehold/heritable 
interest. 

Tenure: Denotes the title the property is held under, for example 
freehold/heritable or leasehold.

True Equivalent Yield: The average weighted return a property will 
produce according to the present income and estimated rental 
value assumptions, assuming the income is received quarterly in 
advance.

Years Purchase (YP): The amount by which the net income is 
multiplied to arrive at a capital value. The inverse of the “cap rate” – 
see above.

Void Period: The estimated time that premises are expected to 
remain vacant before a letting is secured.

Void Package: This is the valuer’s estimate of how long, expressed 
in months, it will take to secure a contracted income stream, and 
consists of a letting period and a rent free incentive likely to be 
secured by a tenant. 

Zoning Method: A method of analysing the rental value of retail 
space by dividing it into zones parallel with the main frontage, with 
different values applied to each zone.
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1. Overview (https://www.gov.uk/stampdutylandtax/overview)
2. Residential property rates (https://www.gov.uk/stampdutylandtax/residential
propertyrates)

3. Nonresidential and mixed use land and property rates

4. Land and property transfers (https://www.gov.uk/stampdutylandtax/landand
propertytransfers)

5. Shared ownership property (https://www.gov.uk/stampdutylandtax/shared
ownershipproperty)

6. Reliefs and exemptions (https://www.gov.uk/stampdutylandtax/reliefsand
exemptions)

3. Nonresidential and mixed use land and property rates

You pay SDLT on the entire price (or ‘consideration (https://www.gov.uk/stampduty
landtaxtheamountusedtocalculatewhatspayable#thechargeableconsideration)’) when
you pay £150,000 or more for nonresidential or mixeduse land or property.

Nonresidential property includes:

commercial property, eg shops or offices
agricultural land
forests
any other land or property which is not used as a residence
6 or more residential properties bought in a single transaction

A ‘mixed use’ property is one that has both residential and nonresidential elements,
eg a flat connected to a shop, doctor’s surgery or office.

Use the Stamp Duty Land Tax calculator (http://www.hmrc.gov.uk/tools/sdlt/landand
property.htm) to work out how much tax you’ll pay. (There’s a different calculator for
leases. (http://www.hmrc.gov.uk/tools/sdlt/leases.htm))

Freehold sales and transfers

You can also use this table to work out the SDLT rate for a lease premium.

Property or lease premium or transfer value SDLT rate

Up to £150,000  freehold or leasehold with annual rent under £1,000 Zero

Stamp Duty Land Tax

You must still send an SDLT return for transactions under £150,000.!

http://www.hmrc.gov.uk/tools/sdlt/leases.htm
https://www.gov.uk/stamp-duty-land-tax/reliefs-and-exemptions
https://www.gov.uk/stamp-duty-land-tax-the-amount-used-to-calculate-whats-payable#the-chargeable-consideration
https://www.gov.uk/stamp-duty-land-tax/shared-ownership-property
https://www.gov.uk/stamp-duty-land-tax/land-and-property-transfers
https://www.gov.uk/stamp-duty-land-tax/residential-property-rates
https://www.gov.uk/stamp-duty-land-tax/overview
https://www.gov.uk/
http://www.hmrc.gov.uk/tools/sdlt/land-and-property.htm
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Up to £150,000  leasehold with annual rent of £1,000 or more 1%

£150,001 to £250,000 1%

£250,001 to £500,000 3%

Over £500,000 4%

Example If you buy a freehold commercial property for £275,000, the SDLT you
owe is calculated as follows:

3% of £275,000 = £8,250
Total SDLT = £8,250

New leasehold sales and transfers

When you buy a new nonresidential or mixed use leasehold
(https://www.gov.uk/leaseholdproperty) you pay SDLT on both the:

purchase price of the lease (the ‘lease premium’) using the rates above
value of the annual rent you pay (the ‘net present value’)

These are calculated separately then added together.

The net present value (NPV) is based on the total rent over the life the lease. You
don’t pay SDLT on the rent if the NPV is less than £150,000.

Net present value of rent SDLT rate

£0 to £150,000 Zero

The portion over £150,000 1%

How much you’ll pay

You can work out how much SDLT you’ll pay for your nonresidential lease using
HM Revenue and Customs’ (HMRC):

SDLT for leases calculator (http://www.hmrc.gov.uk/tools/sdlt/leases.htm)
guidance on buying leasehold properties (https://www.gov.uk/stampdutylandtax
leaseholdpurchases#calculatesdltonnewnonresidentialleases)

Last updated: 5 May 2015

If you buy an existing (‘assigned’) lease (https://www.gov.uk/stampdutylandtax
leaseholdpurchases#assignedleases), you only pay SDLT on the lease price (or
‘consideration (https://www.gov.uk/stampdutylandtaxtheamountusedto
calculatewhatspayable#thechargeableconsideration)’).

!

You may pay a higher rate of SDLT for multiple purchases or transfers
(https://www.gov.uk/sdltlinkedpurchasesortransfers) from the same seller.

!

https://www.gov.uk/stamp-duty-land-tax-the-amount-used-to-calculate-whats-payable#the-chargeable-consideration
https://www.gov.uk/stamp-duty-land-tax-leasehold-purchases#assigned-leases
https://www.gov.uk/stamp-duty-land-tax-leasehold-purchases#calculate-sdlt-on-new-non-residential-leases
https://www.gov.uk/leasehold-property
http://www.hmrc.gov.uk/tools/sdlt/leases.htm
https://www.gov.uk/sdlt-linked-purchases-or-transfers
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Owning and renting a property
Buying or selling your home (https://www.gov.uk/buysellyourhome)
Leasehold property (https://www.gov.uk/leaseholdproperty)
More (https://www.gov.uk/browse/housinglocalservices/owningrentingproperty)

Return to top ↑

https://www.gov.uk/browse/housing-local-services/owning-renting-property
https://www.gov.uk/buy-sell-your-home
https://www.gov.uk/leasehold-property
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Student Housing Adjournment Note: Dated 27 August 2015 

Point 4 

Evidence given in Point 4 of the Student Housing Adjournment Note includes the following, which 

was taken from the ‘Savills Spotlight: UK Student Housing Market (8 June 2015)’ report:  

 

 

This summary table contains an error in the Direct Let yield for Secondary Regional markets, which 

should read 6.75% as shown by the following screenshot of the report in question (p.2):  

 



 



 


