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[bookmark: _Toc198295898]Executive Summary
This report outlines a comprehensive development assessment for the planned refurbishment and residential conversion of Lace House in Brighton. The building is situated in a sought-after central location, providing both historical significance and excellent investment opportunities. The proposal aims to transform the current commercial space into nine independent residential units, taking advantage of the high demand for centrally situated, energy-efficient apartments. This appraisal evaluates the historical context, site characteristics, proposed scheme, market dynamics, financial viability, risks and opportunities, and sustainability credentials. The project shows potential for success, backed by secured planning permission, positive market conditions, and an anticipated 36.5% return on investment (RICS,2024), It also holds ethical promise, particularly with the inclusion of further sustainability improvements. (Brighton & Hove City Council, 2015)
[bookmark: _Toc198295899]Introduction

This report presents a comprehensive evaluation of the development for Lace House, Brighton. The analysis is presented from the viewpoint of a project manager at a development firm assessing the feasibility of transforming this underused commercial property into residential housing. The report presents an assessment of the site’s location, history, market potential, and financial metrics, along with a thorough analysis of risks and opportunities. Proposals for ethical and sustainable design are also evaluated, focussing on how these aspects can enhance long-term asset value and attract investors. The aim is to use a development approach that achieves a balance between profitability and societal benefit.
[bookmark: _Toc198295900]History of Lace House
Lace House is a property from the Victorian era located at 39–40 Old Steine in Brighton. The building, which was originally developed in the late 19th century, has served various commercial purposes, including offices and small businesses. The architectural design features traditional sash windows, decorative cornices, and decorative stonework that aligns with the conservation style of the Old Steine area (Brighton & Hove City Council, 2015). While the building boasts an appealing external heritage charm, its internal structure has undergone significant modifications and neglect, presenting a perfect opportunity for adaptive reuse. The opportunity is available to preserve and update the historic exterior while providing modern living spaces that meet the current housing demands.
[bookmark: _Toc198295901]Location Analysis
Brighton stands out as a lively coastal city in the UK, characterised by a bustling housing market influenced by strong demand, restricted land availability, and a thriving local economy. Lace House is situated centrally, just a short distance from Brighton Pier, The Lanes shopping area, and key public transport links. Brighton Station provides straight forward access to London Victoria and Gatwick Airport and is just a short walk away. The vicinity of Old Steine provides cultural amenities, dining options, job prospects, and access to green spaces—all appealing aspects for professionals, young couples, and retirees. The planning policy in Brighton & Hove encourages the sustainable redevelopment of empty buildings, which is in harmony with the objectives of this proposal.
[bookmark: _Toc198295902]Proposed Development
The plan includes converting the current six-storey commercial building into nine self-contained apartments, with sizes ranging from about 35 sqm to 65 sqm. The internal layout will be restructured to enhance natural light, sound insulation, and functional floor area. The building's exterior will remain unchanged. Internally, the tasks involve making structural changes, updating all mechanical and electrical systems, installing new kitchens and bathrooms, and enhancing fire protection and energy efficiency measures. The flats will comply with existing Building Regulations and strive for excellent EPC ratings. Every apartment will showcase open-plan designs, contemporary finishes and marine-grade triple glazing, as highlighted in the latest promotional materials for comparable units in the building.
[bookmark: _Toc198295903]Current State of the Property
The building is empty and not in great condition. The internal finishes are outdated, the mechanical systems are not functioning properly, and the insulation falls short of current standards. The structure is still standing, but there are concerns regarding dampness, old floor layouts, and services that do not meet current standards. Nonetheless, external assessments validate that the building structure is stable, rendering it appropriate for internal renovations only (Brighton and Hove City Council, 2015). It is worth noting that full planning permission (Ref: BH2015/03656) has already been granted, which greatly reduces the risks associated with the development timeline. No leaseholds or tenants are present, which allows for immediate site access and facilitates early contractor involvement for pre-construction planning.
[bookmark: _Toc198295904]Market Research and Evidence
Brighton’s housing market continues to thrive, driven by strong interest from renters, owner-occupiers, and investors. As reported by Savills (2024), the typical price for newly constructed and nicely renovated city-centre apartments falls within the range of £6,800 to £7,200 per square metre. For instance, Flat 6 in Lace House (39 sqm) is priced at £275,000-£7,050 per sqm, showing that well-presented properties in this building already attract a higher value. Rental demand remains strong, with one-bedroom flats renting for between £1,200 and £1,500 per month, influenced by quality and location (Rightmove, 2024). Net rental yields in the city average 5.5%, reflecting solid long-term investor interest. Due to planning restrictions and geographical limitations, the availability of local housing is limited, resulting in high absorption rates for new homes, particularly in easily accessible central locations. Properties that boast impressive EPC ratings and energy-efficient features are increasingly sought after, reinforcing the development's commitment to sustainability.
[bookmark: _Toc198295905]Capital Costs and Development Budget

	Item
	Estimated Cost £

	Property acquisition
	£1,316,500

	Design and Professional fees
	£150,000

	Refurbishment works (527.2 sqm @ £1,900/sqm
	£1,001,680

	Planning and Building control
	£30,000

	Sales and Marketing
	£45,000

	Finance and legal fees
	£80,000

	Contingency (5%)
	£76,220

	Total development cost
	£2,699,400




Construction costs are compared to SPONS 2024 and modified to reflect Brighton’s elevated regional rates. The contingency is established at 5%, adhering to the guidelines set forth by RICS New Rules of Measurement (NRM) for refurbishment projects. The project will receive funding through a mix of equity and senior debt financing, with interest expected to be capitalised throughout the 24-month programme.

[bookmark: _Toc198295906]Exemplar and Best Practice Developments
Insights can be gained from effective adaptive reuse initiatives like the City Point development in Brighton, which converted unused office space into residential apartments while maintaining exterior characteristics. In London, the Metropolitan Lofts project preserved the industrial brickwork of a former factory and managed to achieve a 20% profit margin (metropolitanlondon.com). These examples showcase the importance of integrating conservation focused design with top-tier performance standards. Essential practices involve engaging stakeholders early, utilising ECI to address construction risks, and focusing closely on energy performance after occupancy. These projects show that investments in sustainability, especially in areas like glazing, ventilation, and material choice all leading to improved sales rates and ongoing operational savings.
[bookmark: _Toc198295907]Risks and Opportunities
	Risk/opportunity
	Impact
	Likelihood
	Strategy

	Planning delays
	Low
	Low
	Consent granted: Prestart conditions already cleared

	Cost Inflation
	High 
	Medium
	Early contractor input, negotiate fixed price contract

	Market downturn
	Medium
	Medium
	Phased sales, retain rental fallback option

	Construction delays
	Medium
	Medium
	Robust contract terms: allowance for float

	Demand for sustainable features
	Positive
	High
	Exceed minimum EPC requirements, market green credentials



There are chances to take advantage of the growing interest in sustainable living and to benefit from the area's closeness to Brighton's business hub and coastal attractions. Risks can be effectively handled by implementing proactive cost management, maintaining market adaptability, and focusing on sustainability branding.


[bookmark: _Toc198295908]Return on Investment Calculation (ROI)
Gross Development Value (GDV):
526.5 sqm × £7,000/sqm = £3,685,500

Total Development Cost:
£2,699,400

Gross Profit:
£986,100

ROI:
(£986,100 ÷ £2,699,400) × 100 = 36.5% over two years

This anticipated ROI indicates a solid financial return over a two-year development timeframe. It significantly exceeds the common standard of 15–20% employed by numerous small to medium-sized developers and corresponds with the risk profile of refurbishment-led residential projects (RICS, 2024). The profit margin showcases both the effectiveness of the suggested construction method and the strong demand for prime housing in the heart of Brighton. (Rightmove, 2024)

ROI is an essential measure for evaluating the feasibility of development. It indicates the relationship between profit and the necessary investment, guiding decisions on funding, equity needs, and interest from investors. A strong return on investment offers a financial buffer that can handle unexpected challenges like market delays, rising material costs, or slight construction setbacks. In this scenario, a buffer of almost £1 million allows for flexibility in negotiations with buyers, adjustments to exit strategies, or reinvestment in sustainability improvements while maintaining financial stability. Additionally, the adaptability of this scheme enhances its robustness. If the open market experiences a downturn, the developer might shift towards a build-to-rent approach. 

Considering the anticipated rental incomes of £1,300–£1,500 per unit each month, the development is expected to generate roughly £140,000 per year, resulting in a gross return of about 5.5%. This flexibility boosts lender assurance and expands the pool of engaged stakeholders. Ultimately, the ROI figure serves not only as a profit indicator but also as a confirmation of the project’s overall feasibility and strategic value. A return of 36.5% indicates that this scheme can achieve both financial success and broader social benefits without sacrificing either goal.

[bookmark: _Toc198295909]Sustainability 

Although the original planning documents referenced limited environmental upgrades, the current scheme can be improved substantially. Refurbishment offers an opportunity to enhance energy performance, occupant health, and ethical delivery.
Recommended measures include:
· Fabric-first approach: Enhanced insulation to walls, floors, and roof exceeding Part L standards
· Triple-glazing: Already specified with marine-grade finishes for soundproofing and thermal efficiency
· MVHR (Mechanical Ventilation with Heat Recovery): To minimise heating loads and improve air quality
· Low-carbon materials: Recycled plasterboard, timber from FSC sources
· Water-saving measures: Aerated taps, dual-flush toilets, and rainwater harvesting feasibility
These features align with Brighton & Hove’s Sustainability Checklist (2015) and could support BREEAM “Very Good” or EPC B outcomes. Investors increasingly view sustainability not as an optional extra, but as a requirement to future-proof capital assets. (Savills, 2024)



[bookmark: _Toc198295910]Summary
The redevelopment of Lace House presents a strong case for financial viability, architectural renewal, and urban sustainability. This appraisal has demonstrated that the building, though currently in a dilapidated condition, possesses significant potential value due to its location, planning status, and architectural character. The central Brighton setting offers a rare opportunity to deliver high-quality, efficient housing in a market with sustained demand and limited supply (Zoopla, 2024). The proposed refurbishment, which retains the external heritage features while reconfiguring the internal layout, aligns with both conservation priorities and modern residential expectations.
Financially, the project is forecast to deliver a return on investment of 36.5% over a two-year development cycle (RICS,2024), significantly exceeding industry thresholds. This provides the developer with a strong financial margin and allows flexibility should market conditions fluctuate. The capital cost estimates are realistic and have been benchmarked using industry-standard sources, with risk allowances and finance charges accounted for. The project has already secured planning consent, which reduces development risk and shortens the timeline to delivery.
Beyond profitability, this appraisal highlights the potential for Lace House to serve as a model of sustainable, ethical urban regeneration. The recommendations to include MVHR systems, water-saving devices, and high-performance insulation will not only improve energy performance but also enhance resident wellbeing and future-proof the asset against tightening environmental regulations. These improvements contribute to Brighton & Hove’s broader sustainability goals, offering a meaningful contribution to the local community.
Overall, the scheme combines commercial sense with environmental and social value. With the right project management, contractor involvement, and marketing strategy, the Lace House redevelopment has the potential to be both a profitable venture and a lasting enhancement to Brighton’s cityscape.
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