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Our  ref;  V.3033.19.MP 
Date;  21 October 2019 
 
Pension Practitioner 
C/o Stratford Collins Consultants 
3 Frampton Lane 
Llantwit Major 
CF61 2UZ 
 
 
Dear Sirs 
 
FORMER NAT WEST BANK PREMISES 
77 JOHN STREET PORTHCAWL CF36 3AT 
 
We have received instructions from Mr Dale Smith.  
 
The instructions are to re-visit and revise our valuation advice that was contained in our 
valuation report dated 25 February 2019 in light of additional information and proposed 
developments. This letter should be read in conjunction with our above mentioned valuation 
report and is supplementary to it. 
 
The updated information is as follows; 
 
Mr Smith has advised that draft heads of terms have been issued for the letting of the ground 
floor premises. The full draft is attached to this letter. The heads of terms may be summarised 
as follows:- 
 
The Landlord will be responsible for providing the unit to a shell specification plus various 
listed improvement works. 
 
Tenant:   a private individual 
 
Rent Free Period: Six months 
 
Lease Term: Ten years.  
    
Break Option: Tenant’s option to break on 5th year subject to six months notice.  
 
Rent Review: After five years, upward only. 
 
Rent:  £27,500 pa 
 
Permitted Use:            A3  
 
Repairing Obligations:  Tenant’s effective full repairing and insuring obligations. 
 
Insuring Obligations: Landlord insures. Tenant pays premiums.  
   
Service Charge: Tenant pays proportion of the Landlords building services 

expenditure. 
 
Drawings have been prepared for conversion of the first floor offices into two residential flats. 
A copy of the ground and first floor plans are attached to this report. From the floor plans we 
have determined that the accommodation of the first floor flat at the front of the building will 
comprise a combined lounge and kitchen, two bedrooms and a bathroom with WC. The 
accommodation of the first floor flat at the rear of the building will comprise a combined 
lounge and kitchen, one bedroom and a bathroom with WC.   
 
 



Our valuation considerations assume as follows:- 
 
Generally:-  
 
The valuation considerations assume that planning consents for all proposed works and 
changes of use are obtained and that all proposed works are completed in a good and 
workmanlike manner and to a high specification particularly with regard to bathrooms and 
kitchens, joinery, decorations and finishes.  
 
In respect of the ground floor premises:- 
 
The lease is completed and executed.  
 
Our revised valuation considerations are as follows:- 
 
Ground floor premises 
 
In absence of better information the proposed tenant is a private individual who proposes to 
open a coffee shop / restaurant. There is a tenant's break clause after five years. 
 
Our valuation calculations are as follows:- 
 
Term 
6 months rent free 
Rent reserved   £27,500 pa 
Initial yield    YP 4.5 years @ 10% 3.48 
say      £95,000 
 
Reversion following break 
Rental    £27,500 pa 
Yield         YP perp @ 12%  8.33 
Deferred         5 years at 4.75%                0.8  £183,000 
 
Market value     £278,000 
 
First floor premises 
 
The market rent for residential units of this type is governed by the Local Housing Allowance 
(LHA). In Bridgend County Borough the LHA for a one bedroom self contained flat is flat is 
£80.55 per week (say £4,190 pa) and for a two bedroom self contained flat is £103.56 per 
week (say £5,385 pa). We have spoken with local residential letting agents in Porthcawl and 
have been advised that there are numerous examples of similarly let properties in the 
Porthcawl and in this area of the 'Borough' one can expect an uplift from the LHA rate of 
between 10% and 15%. As residential properties are normally let on assured short hold 
tenancies an allowance is made for voids, management and other general costs. 
 
Yields on incomes achieved on sales of multi let mixed commercial and residential property 

 investments have ranged from 5% to 15%. The yield is affected by location, presentation and 
 condition and other similar factors.  

 
In the 2018 budget the UK Government ended ability of owners of residential investment 
properties to obtain tax relief on mortgage interest. This has had an adverse effect on yields 
of such properties.    
 
On an investment basis our valuation calculations are as follows:- 
 
Market rental one bedroom unit  say £4,800 pa 
Market rental two bedroom unit  say £6,200 pa 
 
Total market rental    £11,000 pa 



less 10%    say   £10,000 pa 
Yield  YP perp @ 5%     20 
 
Market value       £200,000 
   
On a direct comparable we have considered evidence of properties in Porthcawl that have 
sold within the last two years. We have seen one bedroom units in converted buildings with 
prices ranging from £37,000 to £96,500 and two bedroom units in converted buildings with 
prices ranging from £96,000 to £150,000. The final prices that could be achieved for the 
proposed residential units will come within these 'brackets' and so as a 'reality check', the 
investment basis considerations, above are not unreasonable.  
 
Therefore,   
Market value ground floor     £278,000 
Market value first floor      £200,000 
   
We are of the opinion that the market value of this property on completion of necessary works 
to a high standard and with the proposed lease in place could be improved to the region of 
£478,000 (four hundred and seventy eight thousand pounds). 
 
We trust that this information is satisfactory for your purposes at this time but if we can be of 
further assistance please advise. 
 
Yours faithfully, 
 
 
 
Signature of Surveyor................................................................. 
Martin Phillips BSc MRICS 
RICS No 0075152 
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SECTION 1 
 
1.1. Executive Summary 
 
1.1.1. Brief Details of the Property 
 
The property faces approximately north west and is located in Porthcawl town centre fronting 
John Street close to its junction with Lias Road. John Street is the principal retail location in 
Porthcawl. Porthcawl is a town on the south coast of Wales in the County Borough of 
Bridgend. It lies twenty five miles west of Cardiff. 
 
The property is a two storey building with single storey rear additions. It was a Nat West Bank 
banking hall and premises. The building is constructed using traditional materials and 
methods.  
 
1.1.2. Tenure 
 
Freehold 
 
1.1.3. Tenancies 
 
There are currently no tenancies but we understand that a pre let has been agreed as follows; 
 
Tenant;  a local health and fitness club proprietor 
Rent agreed; £36,000 pa 
Term;  5 years 
Rent review; none 
Other;  Tenant's standard FRI terms 
  Landlord to carry out certain building works 
 
1.1.4. Valuations 
 
The valuation date is 25 February 2019.  
 
We are of the opinion that the market value of this property when converted to two retail units 
plus ancillary with all works completed to a high standard could be improved to £370,000 
(three hundred and seventy thousand pounds). 
 
We are of the opinion that the market rent of this property if converted to retail use as above 
is £37,000 (thirty seven thousand pounds) pa. 
 
We are of the opinion that the market value of this property on completion of conversion to a 
Health and Fitness Centre with all works completed to a high standard and with the proposed 
lease in place could be improved to £324,000 (three hundred and twenty four thousand 
pounds). 
 
We are of the opinion that the market value of this property freehold with vacant possession is 
£300,000 (three hundred thousand pounds). 
 
On the assumption that a six month marketing period is available we are of the opinion that 
the market value of this property freehold with vacant possession is £265,000 (two hundred 
and sixty five thousand pounds). 
 
The buildings should be insured for a sum not less than £440,000 (four hundred and forty 
thousand pounds) full re-instatement cost.  
 
This summary is provided for reference and must be rear in conjunction with the 
attached report. 



Our  ref;  V.3033.19.MP 
Date;  25 February 2019 
 
Pension Practitioner 
C/o Stratford Collins Consultants 
3 Frampton Lane 
Llantwit Major 
CF61 2UZ 
 
 
Dear Sirs 
 
FORMER NAT WEST BANK PREMISES 
77 JOHN STREET PORTHCAWL CF36 3AT 
 
Thank you for your instructions with regard to the above property which were received via Mr 
Dale Smith. We report as follows; 
 
1.2. Introduction 
 
This valuation is compiled in accordance with RICS Valuation Professional Standards - The 
Red Book, (2017 Edition). 
 
This report is prepared by Martin Phillips MRICS who is a registered valuer (RICS No 
0075152). His preparation of this valuation meets the requirements of the Red Book with 
regard to ‘Qualifications of the Valuer’, ‘Knowledge and Skills’ and ‘Independence and 
Objectivity’. 
 
The Valuation has been carried out for SASS loan security purposes to determine Market 
Value and Market Rent. 
 
We confirm that there is no personal or company conflict of interest arising from our 
undertaking of this valuation. We have no interest in this property or in the matter under 
consideration. We have had no previous dealings with the parties involved or in the property. 
 
The property was inspected by Martin Phillips MRICS on 19 February 2019. The date of 
valuation is 25 February 2019.   
 
At the time of inspection the weather was calm and dry preceded by a period of changeable 
weather. The property was un-occupied. Mr Phillips met Mr Dale Smith at the property and 
also spoke with  him by telephone. Where we have relied on information provided by Mr Smith 
or any other party, this is indicated in the report, together with the source of the information. 
 



SECTION 2 
 
2.1. Location 
 
The location of the property is shown on the 'Goad' as produced by the selling agent and on 
the aerial screenshots - below. 
 

  
 
 
Goad plan 
 



 
Error! Objects cannot be created from editing field codes. 
 
Location plan 
 
 

 
 
The location of the property at John Street is shown above.  
 



 
 
 
The location of the property in relation to Porthcawl town is shown above 
 
 



 
 
The location of Porthcawl in relation to South Wales is shown above. 
 
More specifically the property faces approximately north west and is located in Porthcawl 
town centre fronting John Street close to its junction with Lias Road.    
 
John Street is the principal retail location in the town. Adjoining properties in the parade are 
put to retail use. Some of these properties have offices or storage on upper floors. Some have 
residential flats. 
 
Other occupiers in this location include a range of local traders and some multiples which 
include; TUI Travel, Costa, New Look, Specasvers, Holland & Barratt, Greggs, Lloyds Bank, 
Boots Chemist, Coral.  
 
There are no particular access difficulties or restrictions. John Street is pedestrianised. 
Vehicular access is permitted during the early part of the day for loading etc. Pay and display 
car parking is provided in the town. Porthcawl has no rail link. The town links to junction 37 of 
the M4 via the A4229 road. 
 
Porthcawl is a town on the south coast of Wales in the County Borough of Bridgend. It lies 
twenty five miles west of Cardiff and nineteen miles east of Swansea. Porthcawl town has a 
promenade and several beaches. There are a number of hotels and a large caravan park. 
The town has declined as a holiday destination. It now has a higher than average population 
of retirement age. It is also a dormitory town for the Bridgend / Port Talbot / Cardiff commute. 
 
 



2.2. Site 
 
The site on which the property stands is flat and roughly rectangular in shape. Virtually all of 
the site is developed. There is no real potential for further development. The building fronts 
the pavement to John Street. The rear site boundary structure is a masonry / brickwork 
retaining wall which faces the car park / access road to the former Portway Surgery building. 
External accommodation comprises a small 'back yard' only. There is no rear access. There 
is no on site car parking space.  
    
2.3. Description 
 
The property is a two storey building with single storey rear additions. It was a Nat West Bank 
banking hall and premises.  
 
The premises has a typical 'standard' Nat West Bank front elevation. The banking hall is 
accessed via a single doorway to a mobility 'ramp' which leads slightly upwards from 
pavement to internal ground floor level. The banking hall has been stripped of all bank fixtures 
and fittings. Partition walls are in situ and create two ground floor offices. At the rear of the 
banking hall are three strong rooms which have bank vault security doors and 750mm thick  
walls and solid structure above. Alongside the strong rooms is a staircase to the first floor 
accommodation. The first floor accommodation comprises a landing area / hallway, offices 
and ancillary accommodation.     
 
The building is constructed using traditional materials and methods. The external walls are 
constructed of solid and cavity masonry. The building has both flat and pitched design roofs. I 
was unable to see the surfaces of the flat roofs. The pitched designed roofs are weathered 
with fibre simulated slates. The ground floors are of solid construction. The first floors are of 
suspended timber and suspended concrete construction. It is presumed that the structure of 
the rear part of the building (where strong rooms are located) is reinforced using normal bank 
strong room methods.     
 
This form of construction is suitable for this type of building and for various potential uses. 
Alterations of the reinforced areas (if envisaged) may prove to be disproportionately 
expensive. 
 

 
 
Front elevation 
 



 
 
Street scene 
 

 
 
Rear elevation  - from Car Park of Portway Surgery  
 

 
 
Ground floor Banking Hall 
 



 
 
Ground floor Banking Hall 
 

 
 
Door to strong room 
 

 
 
First floor office #1 
 



 
 
First floor office #2 
 
2.4. Services 
 
No tests have been carried out to electrical, heating or any other services nor have the drains 
been tested. We have assumed all services to be functioning satisfactorily. Specific inquiries 
of the statutory undertakers have not been carried out.  
 
Mains electricity, gas, drainage and water are connected. As many of the fixtures and fittings 
have been stripped out, electrical and heating facilities will need to be replaced. 
 
2.5. Repair and Condition 
 
An appropriate inspection of the building has been carried out to determine its condition for 
valuation purposes. We have not carried out a building survey.    
 
The property is typical of a building of this age and type that has been used as a banking hall 
and premises and has now been vacated and 'stripped out'. The building is wind and water 
tight but is in need of internal renovation and conversion works.  
 
The property has an economic and functional life span of at least thirty years. 
 
2.6. Accommodation 
 
The accommodation is arranged over two floors and is briefly described below. The 
measurements are in meters and were taken on site. Gross Internal Areas (GIA) have been 
calculated for the ground floor accommodation and Net internal Areas (NIA) have been 
calculated for the first floor accommodation. 
      (m²) 
Ground floor 
 
Banking hall internal width 10.40 
  main depth 12.60 
  max depth 15.00 
Including 
Office    2.50 x 2.50 
Office    4.00 x 2.90 
GIA      136.80 
 



Plus  
Strong room 1   3.90 x 3.30 
Strong room 2   3.40 x 1.50 
Strong room 3   4.00 x 2.60 
GIA      28.37 
 
First floor 
Landing area and hall 
Ladies and gents WC's 
Office 1    2.70 x 5.90  
Plant and store   2.70 x 3.30   
Office 2    1.80 x 4.60 
Office 3    5.40 x 5.90 
Mess and kitchen  5.40 x 3.40 
NIA      83.34 
 
For retail market rent calculation purposes  
we have analysed the accommodation 
in terms of zone A (ITZA) as    96.60 
 
SECTION 3 
 
3.1. Tenure 
 
We understand from Mr Smith that his company is to acquire the property freehold and with 
vacant possession. We have not had sight of the title deeds and our valuation assumes that 
the freehold interest is free from rights of way, easements, restrictive covenants, disputes or 
other onerous restrictions or encumbrances and that good title can be shown. 
 
3.2. Tenancies 
 
We understand from Mr Smith that there are no tenancies but that a pre - let arrangement has 
been agreed subject to contract and subject to his company (the building owner) carrying out 
certain renovation and conversion works so that the property can be used as a health and 
fitness centre. We understand that solicitors are instructed and basic heads of terms are as 
follows; 
 
Tenant;  a local health and fitness club proprietor 
Rent agreed; £36,000 pa 
Term;  5 years 
Rent review; none 
Other;  Tenant's standard FRI terms 
  Landlord to carry out certain building works 
 
SECTION 4 
 
4.1. Statutory and Legal matters 
 
Legislation and legal matters that affect the property are reported below. 
 
4.2. The Equality Act 2010 
 
The access to the property complies with the requirements of the Equality Act 2010. 
Compliant WC facilities are not provided. 
 
4.3. Town Planning 
 
The property has established A2 use. 
 



A planning application has been submitted for change of use from Bank to Health and Fitness 
centre. The Local Authority acknowledgment of the application is pasted in below.  
 
Error! Objects cannot be created from editing field codes.We have studied the adopted 
Unitary Development Plan. There is a proposal to carry out a major redevelopment of the 
near by large car park on the site of the former dock inner basin and, in time, also to re-
develop the Coney Beach fun fair site. These developments are currently ‘in the pipe line’. 
When they are completed they are likely to have a beneficial impact on values of property in 
the area.  
 
4.4. Fire Regulations 
 
There is a fire escape at the rear of the building. The valuation makes the special assumption 
that the conversion and future occupation of the building will comply with the FSO and that a 
compliant Fire Risk Assessment will be in place.  
 

4.5. Local Taxation 
 
The RV entered in the list and shown on the VOA web site is £29,250. 
 
4.6. Highways 
 
John Street is adopted and maintained at public expense.  
 
4.7. VAT 
 
Mr Smith has advised that the property is not subject to VAT. This does not have a material 
effect on market rent or market value.  
 
SECTION 5 
 
5.1. Environmental Issues 
 
South Wales generally is an area that is reported as being affected by Radon gas. Please 
refer to www.ukradon.org.uk. This does not have an adverse effect on values of properties in 
this area or on their suitability as security for bank secured loan purposes.  
 
5.2. Energy Performance Certificates and Sustainability 
 
The Energy Act 2011 has been brought into force as a vehicle for implementing the 
Government’s ‘Green Deal’ policy. The key point of which is that from 2018 Landlords will be 
unable to let properties which fall below a prescribed level of energy efficiency unless they 
make certain improvements. The prescribed level is F or G on the EPC.   
 
An EPC has been produced. The assessment is C 71. 
 
5.3. Contaminated land 
 
We were not instructed to undertake or commission an environmental assessment to 
establish whether contamination exists or may exist, nor are we aware of any such 
assessment having been prepared by a specialist adviser in respect of the subject property 
and its environs. 
 
Whilst we have not undertaken any detailed investigations into past and present uses of the 
subject property or of any adjoining property, at the time of our inspection we did not note 
anything that would lead us to thin that contamination may be an issue here.  
 
5.4. Flooding 
 



The property is not in an area that is at risk from flooding according to Natural Resources 
Wales. 
 
5.5. Asbestos 
 
The Control of Asbestos Regulations 2012 sets a framework for a duty to manage asbestos in 
nondomestic premises. An asbestos inspection should have been undertaken on all 
commercial buildings by 21 May 2004. Following the discovery of asbestos there is a 
requirement for an asbestos management plan to be drawn up and implemented. 
 
Prior to undertaking renovation and conversion works it will be necessary to obtain a written 
record of where asbestos is found at the property and its condition. We have not seen this 
DLP Surveyors can provide this service if instructed to do so. 
 
5.6. Invasive Species 
 
We found no evidence of Japanese Knotweed or similar invasive species on site or in the 
immediate vicinity. 
 
5.7. Mining 
 
The property is not in a coal mining area. 
 
SECTION 6 
 
6.1. Economic Life 
 
We confirm that the property provides suitable security for Pension Fund (SASS)  loan 
security purposes at the valuation figures stated below in terms of expected obsolescence 
and potential assuming that the property will be renovated and maintained in a suitable state 
of repair. 
 
6.2. Valuation Considerations 
 
6.2.1. Valuation methodology 
 
The assessment of the value of the property has been undertaken in consideration of market 
conditions for retail property in Porthcawl specifically to provide a considered basis for the 
assessment of the value of the property.  
 
In order to assess market value on a freehold with vacant possession basis we have 
calculated the market rent for the best alternative use of the property and applied an 
investment yield to arrive at market value. We are of the opinion that the best alternative use 
of the is property following it being vacated by the Bank is conversion to two retail units.  
 
In order to assess market value of the freehold interest subject to the proposed conversion to 
a Health and Fitness Centre we have used the agreed rent and applied an investment yield to 
arrive at market value. In this connection, the property is considered as an investment let to 
the Health and Fitness Centre business. The covenant is considered to be in the 'weak / local' 
category although it is a reasonably well established business.  
 
If the property were to be offered on the market for sale with vacant possession for sale or to 
let, the lot size would be such that it would be affordable to an investor, owner occupier 
business, or SIPP type pension scheme.  
 
6.2.2. Market Commentary 
 
In the latter half of the 1990s and into the 2000s, strong retail expenditure growth, increased 
retailer demand, rental growth and lower interest rates resulted in lower investment yields, 
strong capital value growth and improved retail centre viability.  This coupled with the banks 



willingness / enthusiasm for property lending, encouraged a high level of activity in the retail 
property investment market generally.   
 
The 1990's and early 2000's saw a large amount of town / city centre development which was 
almost 50% greater than in each of the previous two decades. There were numerous major 
schemes. When the recession came, investment yields increased dramatically, rental values 
declined and retail development activity in England and Wales all but collapsed.  
 
Porthcawl (as a retail centre) falls below the sub-regional tier and its market is seasonal and 
reliant on weather conditions. It is something of a 'destination' centre. 
 
In lower order regional locations such as Porthcawl we have seen relatively weak retailer 
demand, weaker retailer covenants, shorter leases and / or break clauses. This has had a 
negative impact on the retail property investment market. It has been largely caused by the 
increase of online sales as well as the strength of Cardiff as a regional retail centre and the 
out of town McArthur Glen outlet at Bridgend.    
 
Most forecasters anticipate that the growth in online sales will peak because access to 
broadband has pretty much reached saturation. But if this doesn’t happen and online sales 
continue to grow strongly as shoppers become more and more familiar with shopping online, 
further problems could be caused for smaller towns like Porthcawl.  There could be a shift 
away from the traditional high streets for some specialist retailers, who are gaining a larger 
proportion of their trade from online sales, and therefore see no need to remain in a high 
street location.  
 
The principal retail area at Porthcawl is at John Street. The commercial centre of Porthcawl is 
close to the sea front and a large residential hinterland.   
 
6.2.3. Comparable evidence 
 
Market rental evidence 
 
We have recently measured and analysed the new rent agreed on a retail shop and premises 
let to a local covenant at No 64 John Street. A new ten year lease with three year break and 
five year rent review has been agreed on effective tenant's FRI terms. The rent passing is 
£20,000. This breaks down to £387 / m² [£36 / ft² ] ITZA pa. 
 
A retail unit at 21 John Street is let on terms of a ten year effective tenant’s FRI lease from 
December 2007. The rent was set at £23,400 in 2007. There was no increase at the 
December 2012 review or at the lease expiration in and December 2017. The lease has 
expired and the tenant is holding over at the historic rental. The rent breaks down to £377.40 / 
m² [35 / ft²] ITZA pa. 
 
A retail unit at 37 John Street Porthcawl is let at £16,250 pa. The tenant occupier has been in 
situ for thirteen years. A lease renewal has recently been agreed. The rental figure breaks 
down to £325 / m² [£30.20 / ft²] ITZA pa.  
 
A small retail unit at No 9 Lias Road recently let at £9,000 pa. This rent devalues at £390 / m² 
[£36.20 / ft²] ITZA pa. 
 
This year we let a small retail unit used as a café and premises at 13 Well Street at £7,500 
pa. This equates to £240 / m² [£22.30 / ft²] ITZA pa. 
 
Retail yield evidence 
 
The following retail investments have sold at auction; 
 
30 Countisbury Avenue Llanrumney  
Ground floor shop let to Barnado's  
Lease   New 10 year leas 



Rent reviews  in 2020  
Other terms  tenants FRI 
Rent   £20,000 pa 
1

st
 floor flat 

Lease   99 years from 1988 
Ground Rent  £50 pa 
Sale price achieved £270,000 
Initial yield published 7.59 % 
Date of sale  2015 
 
Address  7 Union Street Swansea   
Let to   Maxx retail (4 branches) 
Term  10 years from January 2016 
Rent  £53,000 pa 
Rent review to £42,000 in 2021 
Price  £440,000 
GI yield  7.95% 
Date of sale  2016 
 
Address  97 Station Road Port Talbot    
Let to   British Heart Foundation 
Term  10 years from March 2010 
Rent  £19,750 pa 
Price  £150,000 
GI yield  13.17% 
Date of sale  2016 
 
Address  2 - 4 Wind Street Neath  
Let to   Poundland 
Term  10 years from September 2009 
Rent  £170,000 pa 
Price  £1,300,000  
GI yield  12.98% 
 
Property 10 Alfred Street Neath 
Description 2 storey house converted to offices - fully modernised  
Tenure  Freehold 
Rent  £7,500 pa   
Tenant  Red Book Accountancy Ltd 
Lease terms 15 yrs from Sept 2013 FRI 
Rent reviews 3 yearly 
Tenants break none 
Sale price £85,000  
Yield  8.82% net initial 
Date  July 2015 
 
Calculations  
 
Given the comparable evidence we would apply a market rental of £387 / m² [£36 / ft² ] ITZA 
pa. to calculate market rent of the property on the assumption that it is converted into two 
retail units with storage / ancillary space on the first floor.  
 
Given the above evidence, the position of the property on John Street and the speculative 
nature of the conversion to retail uses we would apply a yield of 10% (10 YP) to the market 
rent to calculate market value. 
 
Based on renovation and conversion works carried out on retail units in Cardiff we would 
apply a rate of £250 / m² of total internal floor area of approx 265 m² floor area to allow for 
necessary building works for retail conversion. Thus the cost of works is say £66,000. 
 



Calculation assuming conversion to two retail shops plus ancillary 
 
Total area ITZA  96.69 m² 
Market rental  £387 / m²  
Market rent  £37,384 pa 
Say     £37,000 pa 
Yield   10 YP 
 
Market value on completion of works £370,000 
 
Less Costs of works say  £66,000 
 
Market value before works  £304,000 
 
Say     £300,000 
 
Calculation assuming conversion to Health and Fitness Centre subject to agreed pre-let 
 
Considering the conversion to a Health and Fitness centre we would apply a yield of 11% (9 
YP) to the agreed rent proposed investment to calculate market value. This yield reflects the 
proposed use, risk and potential additional works required in the event of tenant default.   
 
Mr Smith has advised that the proposed cost of conversion works is to be in the region of 
£15,000 to £20,000. We have relied on this information. We have not seen a schedule of 
works or a bill of quantities.   
 
Therefore  
Rent agreed  £36,000 pa 
Yield  9 YP 
     £324,000 
Costs of works say  £20,000 
 
Market value say  £304,000 
 
Say    £300,000     
 
Opinion of FHVP market value 
 
We understand that the property is to be acquired at an agreed price of £265,000. Given the 
above evidence and calculations we are of the opinion that the agreed price is lower than the 
market value of the property as in its present condition freehold with vacant possession. 
 



SECTION 7 
 
7.1. Valuation Date 
 
The valuation date is  25 February 2019 
 
7.2. Valuations 
 
Definition of market value 
 
‘The estimated amount for which an asset or liability (property) should exchange on the 
valuation date between a willing buyer and a willing seller in an arm’s-length transaction after 
proper marketing and where the parties had each acted  knowledgeably, prudently and 
without compulsion.’ 
 
Definition of vacant possession value 
 
The estimated amount for which the property, with vacant possession, 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 knowledgeably, prudently and 
without compulsion. 
 
Definition of market rent 
 
‘The estimated amount for which a property or space within a property would be leased on the 
valuation date between a willing lessor and a willing lessee on appropriate lease terms in an 
arms-length transaction after proper marketing wherein the parties had acted knowledgeably, 
prudently and without compulsion.’ 
 
Valuation 1 - Market Value assuming speculative conversion to retail uses 
 
We are of the opinion that the market value of this property when converted to two retail units 
plus ancillary with all works completed to a high standard could be improved to £370,000 
(three hundred and seventy thousand pounds). 
 
Valuation 2 - Market Rent assuming speculative conversion to retail uses 
 
We are of the opinion that the market rent of this property if converted to retail use is £37,000 
(thirty seven thousand pounds) pa. 
 
Valuation 3 - Market Value assuming conversion to Health and Fitness Centre subject to 
agreed pre-let 
 
We are of the opinion that the market value of this property on completion of conversion to a 
Health and Fitness Centre with all works completed to a high standard and with the proposed 
lease in place could be improved to £324,000 (three hundred and twenty four thousand 
pounds). 
 
Valuation 4 - Vacant Possession Value (VP): 
 
We are of the opinion that the market value of this property freehold with vacant possession is 
£300,000 (three hundred thousand pounds). 
 



Valuation 5 - Restricted Market Value (RMV) 
 
This is the market value subject to the following assumption: 
 
Only a six month marketing period is available. For avoidance of doubt this is up to exchange 
of contracts NOT completion of sale. 

 
On the assumption that a six month marketing period is available we are of the opinion that 
the market value of this property as in its present condition freehold with vacant possession is 
£265,000 (two hundred and sixty five thousand pounds). 
 
Reinstatement Cost 
 
The buildings should be insured for a sum not less than £440,000 (four hundred and forty 
thousand pounds) full re-instatement cost. This figure includes the cost of demolition, site 
clearance, rebuilding, Local Authority and professional fees and VAT and is calculated on the 
basis of equivalent modern reinstatement.  
 
This figure is indicative only and is given in good faith and as guidance only.  
 
SECTION 8 
 
Declaration 
 
I certify that the subject property has been inspected by me, that I valued the property and 
prepared this report. 
 
I confirm that insofar as the facts stated in my report are within my own knowledge. I have 
made it clear which they are and I believe them to be true and that the opinions I have 
expressed represent my true and complete professional opinion. 
 

 
 
Signature of Surveyor................................................................. 
Martin Phillips BSc MRICS 
RICS No 0075152 
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