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[bookmark: _Toc198284117]Introduction
The Lace House development project involves the transformation of a historically significant building located in the heart of Brighton into a modern, state-of-the-art residential complex comprising nine luxury apartments, ranging from one to two bedrooms. This research study aims to explore the details of the construction project in order to gain a deeper understanding of the building’s characteristics and assess its viability as a profitable business opportunity for a contractor. It will examine the building's historical background to understand its previous functions, as well as identify potential risks and opportunities associated with the development.
[bookmark: _Toc198284118]History of the Lace House building
Lace House, located in central Brighton, has served various purposes over the centuries.
In the late 1760s, it began as Woodgate’s Library, a circulating library and social venue for visiting gentry. It offered books, music, and gambling, and was later adapted in 1784 by Andrew Crawford to include the town’s post office. (Oakley Property, n.d.)
[image: ]In the twentieth century, it became a car showroom under J. Carlish in 1925. Newman’s and Company took over in 1927 and added the distinctive black China cat, believed to deter birds. Later owners included Hartley and Midgley, who rebranded as the Endeavour Motor Company in 1961, followed by Moore’s in 1966, who sold cars until 1974. The building was then converted into office space and is now known as Lace House. (Oakley Property, n.d.)


Figure 1: Showing the previous use of Lace house 
(Oakley Property, n.d.)





[bookmark: _Toc198284119]Location
The location of Lace house development is in the heart of the Brighton city centre and situated in an on-demand area for not only residence to live, but an opportunities for landlords with the use of tenancies or even Air BnB’s. 
[image: ]
Figure 2: Showing the location of Lace house in Brighton. (Google Maps, 2019)
[image: ]
Figure 3: Site Plan of the site boundaries of Lace House (d h: design architectural design consultancy, 2015)
[bookmark: _Toc198284120]Proposed Development
The redevelopment of the Lace House project will convert this historic building into 9 luxury flats including a top floor penthouses with a balcony, that will have a view out to the Brighton shoreline. The proposal is for the building to keep its existing structural design but with a renovation of the external area with a render, window guards and balconies for some of the properties inside. The main entrance with the 2no columns either side of the door entrance will remain in place for aesthetics. 
[image: ]
Figure 4: Showing a representation of the Lace house floor plans for the flats (Oakley Property, n.d.)
[bookmark: _Toc198284121]The cat sculpture
The well-known cat sculpture positioned on the northeast corner of the building representing a landmark for the building has been in position for 92 years and is a representation for the history of Lace house. Once previously the for the use of the building backdating used by Jaguar,  this is a sculpture that must remain in place but is required to be refurbished or replaced for the building to not forget its history.  (My Brighton and Hove, 2010)
[image: ]
Figure 5: The cat sculpture on the Northeast corner of the Lace house. (My Brighton and Hove, 2010)
[bookmark: _Toc198284122]Current state of property
The Lace house current state has become an eye sour in the local community for what was once a historic building filled with potential to be a key icon in the Brighton city centre, but is now in extensive need for repairs. 
[image: ]
Figure 6: Showing the current state of the Lace House prior to construction work. (DP Maree Limited, 2015)

[bookmark: _Toc198284123]Market research and evidence
Through market research for this office block of Lace house, it has been identified that the purchasing of this property would cost £1,370,572 using Nationwide’s price index calculator. This was used by calculating its most recent price (£1,100,000) that was purchased in 2017. 
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Figure 7: Showing the estimated price provided through Nationwide’s Index price calculator. (Nationwide, 2025)

The market research for the price of the property for the flats was study using tools online from Zoopla, that provide an estimated price for each of the flats (Appendix A), totalling to an amount of £4,628,000, with an average price of each flat being approximately £514,220.  
[bookmark: _Toc198284124]Identification of capital costs
[bookmark: _Toc198284125]Assumed design costs
The assumed costs for this project were research using the market price that is provided in SPONs that provides a general price for a refurbishment works on low rise flats between 55 to 65m2 area, or it provide a general amount for charge per square metre. 
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Figure 8: Average price for refurbishment of low rise flat. (AECOM, 2023)
Looking at the price provided per flat using this method gives an estimation of flat price ranging from £1,000,000 to £1,400,000 for complete renovation of the flat. This doesn’t give as an accurate reading for our project due to this price focusing only on two-bedroom flats, whilst our low-rise block has 7no 1-bedroom flats resulting in the price of refurbishment expected to be lower.
[image: ]
Figure 9: Providing a price rage from low rise flats, calculated via metre square. (AECOM, 2023)
The price in Figure 8, provides what the price for the renovation would cost if calculated by metre square. The price ranges from £1500 - £1900 m2 for a low-rise block. For this research study, an average price will be used as £1000/m2 to provide the closest accurate price to how much each flat would cost and the total price of the refurbishment work of the Lace house. The highest price was used for this research as the flats are expected to be luxurious and be fitted with high quality materials.
It has been identified that the proposed building total metre square is 527.2m2, allowing us to provide a calculation for an estimate for price of construction work to be carried out for the refurbishment work. This can be separated between each floor if required.
[image: ]
Figure 10: Area of each floor in metre square (m2) 
When using the price provided in SPONs compared to the area of the building construction, it is calculated for the cost of construction to come to £1,002,250, leading to the total construction work including purchase of property to be £2,372,822. 
[bookmark: _Toc198284126]Contract value for construction phase
Further fees are expected to be taken into account for the pre-construction phase of the project. In particular, the cost for the architectural design for the building that is based on the needs required. For example, as this building required the full professional support as it is an extensively large refurbishment work, this allows the architect to handle all the early design stages. The price valuation for the architect typically ranges between 8 – 12% and can differ depending on the value of the property and the type of construction such as new houses, extensions or refurbishment jobs. This property is expected to have an architectural fee of 10%, equalling a sum of £237,282.20. (www.designsindetail.com, n.d.)
For the purchase of this property, using the stamp duty calculator on the GOV.UK website, it has been estimated to have a stamp duty fee of £58,028.
[image: ]
Figure 11: Showing the stamp duty calculation for Lace House. (www.tax.service.gov.uk, n.d.)
[bookmark: _Toc198284127]Additional construction upgrades
Additional construction upgrades that have been identified for this property would be the upgrade on the electrical system. This is due to the amendment required from changing the building to be from a commercial block to a residential area now requiring a 3-phase electrical system. 
After analysis the price for this installation cost, it is expected to cost around a value of £55,000. (Ecoflow.com, 2025)
There are no further additional upgrades that have been taken into consideration that would be required for this construction project, but additional water supply could be something that may need to be taken into account after surveyors. 
[bookmark: _Toc198284128]Similar construction projects
See below comparative construction projects that are similar to the Lace house project, that were targeted around a sustainable design and be energy efficient. 
[bookmark: _Toc198284129]QODA – Aylesborough Close 
QODA were appointed as the mechanical, electrical and Public health for the construction project of Aylesborough Close residency project that successfully replaced 36 outdated dwelling with 70 newly built low-carbon council homes that were spread across three sites. The home constructed delivered exceptional energy efficiency and include a range of one-to-three-bedroom units. The design strategy for these properties incorporated high levels of insulation, optimised window sizing and solar shading to mitigate overheating. (QODA Consulting, n.d.)\
Each home was equipped with an air source heat pump and mechanical ventilation with heat recovery (MVHR) system as these technologies provide a lower energy consumption, improve indoor environment and reduced costs for residents. (QODA Consulting, n.d.)
Although this project differs from Lace house, it shows the value of having an integrated design and delivering high-performance for social housing, and is a benchmark for future sustainable housing schemes. (QODA Consulting, n.d.)
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Figure 12: Showing the insulation and windows fitted on the Cambridge Aylesborough close project (QODA Consulting, n.d.)
[bookmark: _Toc198284130]Lakeshore, Bristol
Lakeshore in Bristol serves as a notable example of sustainable urban regeneration, achieved through the adaptive reuse of the former Imperial Tobacco headquarters into a distinctive residential development. The project, delivered by Urban Splash in collaboration with Ferguson Mann Architects, successfully transformed this Grade II listed building while preserving its original Cor-Ten steel structure. At the same time, the design introduced modern features such as underfloor heating, full-height glazing, and enhanced access to natural light within each dwelling. (Urban Splash, n.d.)
A central element of the project’s sustainability strategy is its integration of renewable energy systems. The development utilises a combination of ground source heat pumps and a biomass boiler to provide heating and hot water. This is enabled through 100-metre-deep boreholes beneath the site, while the biomass boiler operates using waste wood, making the energy supply entirely renewable. (Urban Splash, n.d.)
Lakeshore has been recognised for its innovative approach to sustainable design, receiving accolades including the RIBA Southwest Sustainability Award and the Bristol Civic Society Environmental Award. The project stands as an example of how future developments can successfully provide sustainability by blending modern energy-efficient living with the conservation of architectural heritage. (Urban Splash, n.d.)
[image: ]
Figure 13: Showing Lakeshore, Bristol adoption design for sustainability with the previous use of the Tobacco headquarters Cor-Ten structure (Urban Splash, n.d.)
[bookmark: _Toc198284131]Risks and Opportunities
[bookmark: _Toc198284132]Risk Register
[image: ]There are different risks that come with the Lace house project that can occur at different phases of the construction work causing delays in the programme, increased costs, potentials fines or even project stoppage. See below the risk register for the project that assess potential risks and their mitigation strategies. 
Figure 14: Showing the risk register associated with Lace house project.
These type of risks can have a negative effect on the construction work, as well as be detrimental on the businesses’ capital expenditure, but also ruin their reputation for future construction project. With these risks, there are mitigation strategies that can be implemented to prevent these issues, and improve the construction programme to improve efficiency as well as reduction in the timeline of construction. Having a risk register for a construction project helps to mitigate these potential issues as it provides additional awareness to these issue prior to them occurring, leading to a pro-active prevention tool instead of reactionary to incidents.
[bookmark: _Toc198284133]Opportunities
A potential opportunity for this construction project for capital relief is being involved in local grants for the city centre that could help with the investment for this project. For example, there was support funding provided by Brighton & Hove city council and LEP’s Local Growth fund securing £6million for the redevelopment around the area of Lace House project from the Brighton pier to the Old Steine. (Ridgway, 2019)
As our project is in close proximity of this area and is a listed building, this could provide additional support in capital, reducing the amount of investment required to be borrowed for the redevelopment of the building. 
[bookmark: _Toc198284134]Return of Investment
After the assessment for the return of investment on the Lace house project, see below the calculated price for the expected amount of returns for the company. 
[bookmark: _Toc198284135]Fixed Expenses
Initially, the price of the initial fixed expenses was taken into account for the property such as the price of the property, the expected contract value and the stamp duty that will need be initially paid to own the property. This has come to a total value of £2,430,850.
[bookmark: _Toc198284136]Professional Fees
Through research studies, the following charges have been taken into account for the design fees of the building including architectural work, structural engineer requirements and MEP engineers, as well as quantity surveyors of an expected total of 20% of the price of the original property, equalling to a sum of £492,564.40.
Professional fees continue to increase with the requirements for having building inspector to approve the renovation work, a sustainability consultant to provide details on how to retrofit Lace house in a sustainable methods and the legal fees from the solicitor, totalling to amount of £18,000. 
A risk fee has been added to these professional fees that is expected to be added to the budget for scenarios are required capital that is 10% of the construction cost totalling up to £100,225.
This increases of total professional fees sums to £492,564.50
[bookmark: _Toc198284137]Additional work
Additional work that was identified to be required for the adjustments for Lace House to become from an office block to the residential flats, required the installation of 3-phase electrical upgrade, costing a price £55,000. 
This left the initial costs / requirement to borrow from the bank to proceed with the construction work to a total sum of £2,9784,14.40
[bookmark: _Toc198284138]Value of Interest
As this money has been borrowed from the bank with an interest to pay, current to date interest rate for this type of loan would be 4.5% annual fixed interest.  (Gray, 2023)
After 2 years of investment, the total amount paid back in interest would be £274,088.59 equalling to a total cost of £3,252,502.99
[bookmark: _Toc198284139]Revenue
As identified using the tools supplied on Zoopla, the total estimation of the selling value for 9no flats in the Lace house building would come to a total valuation of £4,198,955. This is shown the Appendix A, for each of the properties.
To take into account inflation of prices, as these properties would be expected to be sold in 2 years’ time, it was identified that an expected increase valuation of 3.5%, due to the location of the property and following Savill’s guide price. This now increased the valuation of revenue from £4,628,000 to £4,789,980.00
[bookmark: _Toc198284140]Selling Fees
Due to the selling fees that will need to be paid into the estate agency who are promoting the sale of each property, there is an expected deduction on their behalf to be 2% of the valuation of each property on what they sell for. This is expected to be approximately £95,799.60 deduction from the revenue received from selling the properties. (HomeOwners Alliance, 2024)
[bookmark: _Toc198284141]Return of Investment
Overall, it has been estimated that total required funding required from the bank for the redevelopment of Lace house would be a sum of £2,978,414, including the property purchase, the construction work required, rising to £3,252,502 after interest received from the bank for lending the money of the 2-year period. 
Nonetheless, once the properties are sold individually, a total revenue of investment is expected to be £4,789,980 once the selling fees to the estate agent are provided, given that the properties are sold for the estimated value through Zoopla expectation, plus Savills guide inflation expectation of 2%.
This provides the profit for the redevelopment work of Lace house to be a total sum of £1,441,677.41, leading to a 44.33% profit margin.
[bookmark: _Toc198284142]Worst case scenario
A worst-case scenario was taken into account for this construction work just in case scenarios relating to the price would change including a variation in the price provided by SPONs, design fees increase for the development or engineers charge more for the work required due to structural integrity of the building being in a worse position than initially expected in the pre-construction phase. 
When taking into account the professional fees involved, an additional ‘risk fee’ was put into the calculation to cover potential risks that could occur in the construction and allow for additional budgeting. 
With taking into account the additional changes taking in the worst-case scenario, this has increased the total cost (after interest) for the construction work to £3,640,395.82. Also, taking in consideration a potential 1% increase in interest rest during the period of lending from the bank, this has increased the amount of interest paid back to the bank from £274,088 to £369,673. With this in mind, this has changed the return of investment for this project from 44.33% to 13.25%. 
See below the predicted balance sheet for return of investment on the expected fees and the worst-case scenario fees.
[image: ]
Figure 15: Showing the breakdown in costs and returns
[bookmark: _Toc198284143]Conclusion
The redevelopment of Lace House project presents a valuable opportunity to restore this historic building in the city centre of Brighton and convert it into high quality apartments. This project aims to maintain the architectural and cultural heritage of the building but also deliver a strong financial return from the cost analysis and market research carried out.
The proposal of the construction project has highlighted a substantial potential profit under the current and expected market conditions, with a return on investment over 40%. Even under less favourable circumstances, including increased costs or potential rise in interest rates, the project still remains financially viable. This demonstrates a resilient business case and opportunity for the contractor taking on the construction work. 
The development of Lace House will retain its historic features (such as the cat sculpture) to highlight the thoughtful approach to its rich history, but incorporate modern standards for sustainability and be an example for future renovation projects across the UK.
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[bookmark: _Toc198284146]Price per flat – Zoopla Estimate
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