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1. Introduction

This a project development appraisal for a construction scheme located ‘on the verge of the Old Steine in the heart of Brighton’s City Centre’ (Oakley Property, ND). The aim of the development appraisal is to assess the viability of the proposed developments that are expected to take place on the Lace house and to accurately conclude whether the project will be profitable and if so, just how profitable it could be. In this development appraisal, we will be looking into and identifying the different capital costs involved, reviewing similar exemplar developments to help improve the ethical credentials and sustainability of the scheme, covering risk and opportunities included in the scheme, and eventually calculating the return on investment from the scheme during the 2 year contract length. Once all this information is combined, it will be possible to summarise the viability of the Lace House project. 

[image: page5image1247598096]Lace House is a detached building that has a deep history in the heart of Brighton, making it a grade II* listed building in a surrounding conservation area. Records have the Lace house dating back to as early as the 1760s where the Lace House started its life as ‘Woodgate’s Library, a two-storey wooden building’ (Oakley Property, ND) which was used for activities such as users to listen to music, read different books and even gamble. The Lace House was taken over in 1925 and then had been ‘rebuilt into a car show room’ (Oakley Property, ND) and the car show room was used to display many different prestige brands like ‘Rolls-Royce, Bentley, Bristol, Lagonda, Alvis, and Jowett’ (HAPA Architects, 2018). On the corner of the building back in the 1900s, you can see that there is a black China cat that looks to be climbing the building. The cat is a monumental part of the building in memory of a black cat that was set loose in the building to protect the cars in the show room by scaring off all of the seagulls and pigeons. The building was still used as a car show room up until 1973, where it was ‘subsequently converted to offices (HAPA Architects, 2018) and it now represents the building that we know as the lace house today. Since it was converted into offices, the building now spreads up to 5 storeys above ground level and a				                6th storey which is situated in the basement of the building. One prominent monument of the building that still stands out today is that the black China cat is still on the corner of the building.Figure 1 (Oakley Property, ND)


As it stands currently, the Lace House is in very poor condition and is in need for extensive retrofit repairs and even renewal. As of today, the proposed works on the Lace house is to convert the entire 6 storeys of the building ‘from existing office to 9no. residential flats’ (Lacey, A. 2015), and that the ‘proposed conversion will comprise 7no. 1 bedroom flats and 2no. 2 bedroom flats’ (Lacey, A. 2015) as well as a secure cycle store and bin storage that would also be located in the basement. Due to the building being a grade II* listed building situated in a conservation area, the options for renovating the building will be slim. So the proposed development plan is to keep the buildings existing form while renovating the ‘external render, balcony, and window guards’ (HAPA Architects, 2018) due to the poor condition of its current state. The roof and columns will also be recrafted to improve the structure while maintaining the history of the design.


2. Identifying Capital Costs

Identifying the capital costs in development appraisal is one of the key stages before working out the final return on investment and it is vital that the estimates made when identifying the capital costs are accurate so that you don’t end up losing loads of money. Capital costs are the ‘one time expenditures on the construction, enhancement, or acquisition of assets’ (Autodesk, ND) such as land, design phase costs, stamp duty land tax (SDLT), and the construction phase contract value. Identifying and calculating the capital costs allow contractors like us the ability to put a rough total cost of the project together before making the decision to progress with construction.

The first and possibly the largest capital cost on this project is the initial cost of the land. The land for Lace House was purchased in 2018 by our construction firm for a price of £1.1m. However in order to make this number more relatable in 2025, and to get a more accurate final number for profit or loss on the project, we should add a fixed inflation rate of 2% to the original number that the land was purchased for 7 years ago. So with the inclusion of inflation, the capital cost for acquiring the asset as a whole is £1,263,554. 

The next capital cost to identify is the stamp duty land tax, also known as SDLT. The 
Stamp duty land tax is ‘charge on the purchase of residential property as well as the purchase of property used for commercial purposes’ (Masala, F. 2025). The SDLT is a land tax that only applies to England and Northern Ireland, instead it is referred to as Land and Buildings Transaction tax in Scotland and in Wales it is known as Land Transaction Tax. When it comes to the rate of tax applied to the property purchase ‘different rules and tax calculations will be applied to your transaction’ (Calculate StampDuty, ND) depending on which country the property has been purchased in. On the Lace House project, based off the £1,263,554 land purchase price in England, the capital cost for SDLT will be £70,105. 

Another capital cost to identify in this development appraisal is the contract value for the construction phase. The works required in the construction phase is the refurbishment of the existing structure to the Lace House. Therefore, the next step is to work out the total square metres of work required on the scheme. As calculated using the architectural drawings, the total square metres of work required on the new scheme is 527.2m². To get a construction phase contract value for this, we need an accurate square meter rate for refurbishing the building. In the SPONS’ Architects and Builders’ Book, the approximate estimated rate per square metre for medium rise flats ranges between 1825 and 2325 pounds. For this project we will go with a rate of £1950 per m² as the external structure of the lace house will mostly stay as existing. Following the information provided above, the total estimated contract value for this project will be £1,028,040.

The final capital cost to identify is the cost of the design stage on the Lace House project. The three methods that an architect may use to calculate their design fees are by providing a lump sum which only works when the scope of work is clearly defined, a time charge where the scope of work is not so defined so they log their hours and get paid on the go, and the third method is as a percentage of the total contract value. For the development appraisal the best method for estimating the design fees is by taking a percentage of the contract value. The Royal Institute of British Architects suggests that ‘many architects agree to a variance of up to 10% of the construction budget before adjusting the fee (RIBA, ND), and another source also state that ‘fees for works to listed buildings in 2018 may be in the region of 13%’ (Architecture for London, 2025). The reason for listed building rates being higher is because conservation projects are more complex due to them being very resource intensive and designing the building with the restoration of historic fabric. As the lace house is a listed building, we will apply a design cost of 13% of the contract value so the total design cost will be £133,645.











































3.  Review of Similar Developments

In May of 2013, Brighton became the first ‘One planet’ city in the world when the city officially announced its action plans to ‘enable residents to live well within a fairer share of the earth’s recourses’ (Brighton & Hove City Council, 2013). The action plan covers just how Brighton plan to meet the international targets that are set out by the BioRegional’s ‘One Planet Living’ principles. Within the principles of one planet living, are goals that have been set out for the city to become more sustainable by using ‘one planet’s worth of recourses rather than the current three and a half’ (Brighton & Hove City Council, 2013).

A case study located in Brighton, similar to the Lace House Project is the Bartholomew House Furniture reuse project. This was just a small part of a construction part that included the renovation of council offices at the Bartholomew House in Brighton back in 2013. Instead of letting all of the office furniture and equipment just go to waste at a landfill site, as part of the One Planet goal for the city, ‘nearly 17 tonnes of surplus office furniture was redistributed for reuse in the local community’ (Brighton & Hove City Council, 2013). This resulted in zero wate during the renovation process of the council offices during this project. As part of the Lace House Project which is also located in the One Planet area of Brighton, during the renovation of our office block, we can follow in the footsteps of the Bartholomew House furniture reuse project by offloading the old furniture’s to some local organisations, schools, and local businesses.

One Brighton is a high rise mixed use block of flats made up of 172 apartments, multiple offices, and a café. The One Brighton block of flats have been designed and constructed to meet the principles set out by One Planet Living by ‘incorporating features such as energy efficient apartments, renewable energy systems and water saving technologies’ (Scci Group, 2025). The outcome of One Brighton gives a positive representation of the sustainable future for cities proving that its possible to meet the needs of residents without having a compromising factor on the planets future.

4. Risks and Opportunities

As with every single construction project, this Lace House project presents us with a various different risks and opportunities. At first glance however, the quantity of risks very much seems to outweigh the quantity of opportunities.

One of the main risks that this project possesses is that it is a grade II* listed building which is located in a wider conservation area. The reason that renovating a listed building is a risk is because of things such as specific materials required, restricted flexibility for works, and conservation approval will also be required for all of the works. As a listed building needs to keep its historic assets that makes the building so special in the first place, the rendering work that is required as an example will need to be of the exact same material that it was built with back in the past so that you’re not changing the building you’re just maintaining it. Also another example with this building is the Black Cat on the corner of the building will not be able to be removed as it is a monument of the building. The specialised materials required during the renovation may not be as cheap as the materials that the company were initially expecting to use so this would bring additional costs to the project.

Another big risk that comes along with the construction works to the Lace House is the location. The fact that the building is located in the city centre provides us with various different risks such as high crime risk, difficult delivery schedules, noise pollution, lack of parking for trades, and lack of space for site offices and storage. Having a construction project in the city centre opens up the risk for crimes as the area will be busy at all times of the day and night all throughout the week, so residents to the city may see a construction project as an opportunity to get up to no good. The reason that there’s a lack of parking for trades and a lack of space for site offices and storage is because Brighton City centre is a very dense area and there is very little to no room on site for these facilities. The problem with this is a legal requirement for contractors to provide their employees with facilities such as ‘changing rooms and lockers, toilets, washing facilities, clean drinking water and areas for rest’ (Westgate Global, ND). What makes it so difficult for deliveries to site is that there is already very little room for site facilities, so making room for delivery lorries is going to be difficult. If the lorry is unable to pull over onto site to drop off deliveries, then parking up in the middle of a busy road will cause unwarranted traffic congestions. A full proof traffic management plan will be required to ensure that site deliveries don’t affect the public during the construction. The final risk of having a construction project in the city centre is the noise pollution. The Lace House is most likely surrounded by residential properties and offices. If machinery is used and noise pollution is left uncontrolled its ‘very easy for tensions and conflict to arise between the contractors and the surrounding community’ (Westgate Global, ND). In order to monitor the impact of noise pollution, the contractor can ensure that work is not carried out during early and late hours.

Another risk in renovating a set of offices from the 1970s, is that the building may need additional work to the walls and floor systems in order to meet sound and thermal values required for building control standards in a block of flats. The separating floors and walls between dwelling at each level will require a certain level of sound proofing to avoid sound transferring between flats. 

One of the big opportunities with the Lace House project is the ability to give such an historic building that has been poorly maintained over the last few years the opportunity to have a new meaning whilst also keeping the multiple pieces of history that makes the building special. Whilst doing so, we can also look at making the building more sustainable with adjustments such as solar energy and other renewable sources. Although the location of the site provides many risks, the location can also give us as contractors an opportunity when it comes to cost. The reason cost is an opportunity is when the construction is all complete, the brand new renovated flats in a city centre will have a lot of interest from people who are looking to move to the city. It is a prime location for people who work in the area and will have a lot of interest which will in turn increase the asking value of the accommodations.









5. Return on Investment Calculation

Now we have all the information required in the capital costs to work out the total cost of the project over the 2 year length of the contract. Adding 4.5% to the cost each year as part of the additional interest for the loan. 

Property Value : £1,263,554
Contract Value : £1,028,040
SDLT Value : £70,105
Design Value : £133,645
Total Value = £2,495,344

2,495,344 x 1.045 = 2,607,634.48
Total Cost After 1 year = 2,607,634.48

2,607,634.48 x 1.045 = 2,724,978.03
Total Cost After 2 years = £2,724,978.03p

Total project cost = £2,724,978.03p

After working out the total project cost over the 2 years contract the next thing to do is to calculate whether the Lace House project will come out with a total profit gained or potentially even a loss. To do this, we will have to calculate the total sale that can be made of the 9 flats. The next thing to do is to work out just how much each flat will sell for based on their size and capacity, and the area that they are located in. Whilst researching for 2 bed flats in Old Steine Brighton, they seem to be listed on estate agent websites at prices around the £450,000 mark. 1 bed flats seem to vary between £350,000 and £240,000 on various estate agent websites. For the Lace House project, we will use the £450k as the set value for 2 Bed flats and go with a £300k average for the 1 bed flats.

£300k x 7 = £2,100,000
£450 x 2 = £900,000
Total sale of flats = £3million

Total Profit/ = +£275,021.97p or 10.09% 







6. Summary

To summarise, all of the capital costs have been individually estimated based up on various sources such as the SPON’s Architects’ and Builders’ Price book, the UK Parliament, and Royal Institute of British Architects to calculate each individual capital cost. The total cost that the project came to is £2,724,978.03p. 

Once the total capital cost was worked out the estimated total sale value of the flats was then calculated. The estimated value of each of the 9 plots was decide based on the sales of flats in this are  recently, as well as the prices of the current blocks of flats up for sale in the Old Steine in Brighton. The total estimated sale of the 9 Flats ended up at £3million. Prices being identified, the final calculation proved that if everything goes as planned on the development appraisal, the scheme will make the company a total profit of 10.09%. 

As a project, I believe that the 10% profit on the project is satisfactory for the company. Not only would it make the company a decent sum profit, it also provides a listed building in a conservation area a fresh new meaning. Which would be massive compared to the current condition that the building has currently been left in. Also, transforming an old, listed building into a block of flats provides the opportunity to comply with the aims of one planet Brighton and help increase sustainability in the city centre.
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