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in February 2020 SHW were instrucied by T & L Crawley No.2 LLP (T & L) to provide a report and commentary
on the feasibility of undertaking a large-scale Class B1 office scheme on land located at Toddington,
Litlehampton, Wast Sussex. This report focusses primarily on the office market as this is the only sector likely
t0 mest the design aspirations for the site and also, in our view, the use most likely to be viable for new build
development, although as will become evident from our report, even office use falls well below the viability
threshold in our firm opinio

In preparing this report consideration was given 1o a range of factors, including current and historic market
trends, prevailing supply/ demand side issues and financial viability. In order to provide appropriate context,
our analysis and commentary was provided in respect of the Litlehampion market and the wider South Coast
market exiending eastwards to include Brighton.

Since writing the report in early 2020 there has been a significant impact on the economy, not just in the UK
but worldwide, caused by the Coronavirus Pandemic {Covid-19). For clarity, the market commentary in the
original report dated 37 February 2020 did not reflect a period of time that was impacted by Covid-19. In
contrast it reflected trends seen in the market in Litllehampton and the wider South Coast over the fast 10
vears at least. Covid-18 is documeanted to have arrived in the UK at the end of January 2020 and was declarad
a pandemic by the World Health Organisation on 11% March 2020. The impact was principally seen in the UK
from March 2021 when restrictions began 1o be put in place and the government requested businesses to work
from home if they can. The impact on employment space throughout the UK was first seen from the end of
March 2020 and got progressively worse throughout the rest of the year. Consequently, our original report was
written without having regard to the impact of Covid-19 and therefore we remain of the view that the site has
no reglistic potential for employment use for the reasons explained further below.

We have updated the market commentary o reflect the current market conditions and our predictions for the
recovery of the office market and business uses generally as we begin fo come out of the Covid-19 Pandemic.
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SHW is a large, mulii-disciplined, long-established firm of Chartered Surveyors which was founded in 1798, If
has offices in Brighton, Worthing, and the wider region, including London, Croydoen, Epsom, Crawley, Bromley
and Eastbourne. SHW advise owners, occupiers, investors, developers and funding institutions across a broad
spectrum of agency and professional work across the South East of England.
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Currently the firm holds instructions on approximalely 75% of all the available office space currently available
and being marketed in our core areas. Acting in an agency capacity we advise the owners of office and
business space on a wide range of factors, including market trends, rental levels, lease terms and the suitability
of their accommaodation in the context of pravailing occupler reqguirements and senliment. Additionally, ws
provide consuliancy services to developers who are proposing fo undertake new office and business related
schemes, including viability and feasibility assessments prepared having regard 1o locational critaria,
supply/demand trends and renial levels.

SHW enjoys good links with the owner and occupier markeis in and around Littiehampton and has acted for,
or let space to a number of companies, including:

¢ HSBC

«  Southern Water

¢  MGM Assurance

¢ Sussex Police

e EDF
Equiniti
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« HMRC
s Aviva
¢+ The Body Shop

By virtue of its South Eas centric area of business activity and its dominant position within the regional office
market, SHW is both well-equipped and informed to underiake the preparation of this report on behalfof T &
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Toddington is a suburl of Littlehampton. 1t is located approximately one mile north of the town centre, 16 the
north of the primary urban area, from which it is separated by the A259. Historically it comprised of relatively
small-scale residential development, largely on and in proximity to Toddington Lane, together with exiensive
areas of land in predominantly horticultural uss, much of which was, untll 2014, ownad by Greencore Group
plc. More recently Toddington has been subject to the commencement of exiensive new housing development
and associated infrastructure works, in the form of a major northemn exiension io the urban area (in local
planning parlance known as “Land North of Toddington Lane”) which is being undertaken largely on the former
Greencore land.

Litlehampton is a seaside town located on the West Sussex coast. As at June 2018 it had an estimated
population of approximately 58,800. The town is reasonably well located in terms of road access, including to
Worthing (9 miles), Chichester (13 miles) Brighton (22 miles) and London (60 miles). Littllehampton has direct
train services to London Victoria, Portsmouth, Worthing and Brighton.

The Land North of Toddington Lane scheme (hersafter referred to as” the scheme”) was permitted by way of
an cutline planning permission granted by Arun District Councll on the 28rd January 2013 (reference LU/47/11)
subject to a Section 106 Agreement. The description of development under that permission includes, inter alia,
“for the construction of up to 1,260 residential dwellings (out of & potential 1,460 dwelling masterplan) up o
13,000 sgm of B1 employment floorspace {including 3,000 sgm Enterprise Centre) up to 3,500 sgm of Class
Alccal facilities and a 100 bed hotel”. The construction of the scheme will deliver significant local infrastructure
works and improvements, including the southern section of the A284 Lyminster bypass.

The land that is within T & L's freehold ownership is located on the west side of the scheme adjacent io a
roundabout has been construcied on the southern section of the Lyminsier Bypass, immediately south of
where it will join with the northern section once compisted. A plan showing the location of the land within the
context of the wider scheme is provided at Appendix 1. The land within T & L's ownership comprises of four
parcels having an aggregate site area of 2.94 hectares. For identification purposes these land parceis are
delineated in red and annotated sites A, B, C and D on the plan provided at Appendix 2.

Area A is bounded to the south and west by existing residential development and has a site area of 0.91
hectares. Area B abuts open countryside to the north and the recently constructed roundabout to the south
with land proposed o extend an existing iocal civic amenity site to the west. I has a site area of 0.81 hectares.
Areas C and D are located on the east side of the line of the bypass abutting land allocated for residential
development. They have site areas of 0.9 and 0.32 hectares respeciively.

By virtue of the January 2013 planning permission and a subsequent 5.106 agreement dated 11th September
2018, the permitted Class B1 employment floorspace that is the subject of this report is proposed to be
provided within areas A and B. Area C is allocated for the 100 bed hotel and area D for other unspecified “non-
residential” use.

It is important 1o note that due to the construction of the bypass, Sites A & B are required by West Sussex
County Council for use as a construction compound and therefore will not be available until at least March
2023, This effectively blights the use of the sife temporarily and means that any interest in the use of the siie
for employment purposes will not be forthcoming for a number of years.
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Pre Covid-198 it was generally acknowledged that the UK wide provincial office market was in a depressed
state, save at certain ‘hotspots’, typically in large commercial centres, including in the south east regional
context, Brighton. Demand for office space generally follows the strength of the wider economy and the
continued uncertainty surrounding Brexit and s oulcome led to diminished ocoupier confidencs and reduced
demand. This was heightened by the arrival of Covid-19.

in March 2020 the government calied for all businesses to work from home. This led to the closure of offices
throughout the UK and an unprecedented challenge for the UK office markel. Research by JLL showed that
in the early stages of the first UK lockdown, 78% of UK workers in professional, scientific and technical services
were all homeworking. This figure feli by September 2020 but was still at 62%. By April 2020 office leasehold
deals that were under offer were largely put on hold and then subsequently withdrawn altogether, additionally,
rigw enquiries were at an agli ime low. Today, the government guideiines remain to work from if possibie and
even as other restrictions are lifted there has been no clarity on when there will be no restrictions on office use.
Even once a refurn to the office is encouraged, the impact of Covid-18 on working practices is unlikely to go
away. Companies were forced 1o invest in 1T that made it possible for them fo communicate efficiently with
both staff and clients away from the office, and for files 1o be securely stored and accessible from any location.
The new trends emerging in how we use office space are coversed in 3.2 below.

3o far the largsst impact has been seen in central London, staff have worked successiully from home, avoiding
long commuies on public iransport and the associated cost. Many have relocated their homaes further out of
the commuter belt in anticipation that they will no longer be expecied into the office five days a week.

The South East of England office market within the smaller towns is typically characterised by a lack of demand
from occupiers and an oversupply of buildings, both modern and funclionally obsolete. This has been the
trend for many years and is primarily a product of changing occupier irends and sentimeni which, fo an exient,
have been exacerbated by the uncertainty and disruption surrounding Brexit and now Covid-18. Littlehampton
is no exception 1o this trend.

The absence of occupier demand over the last decade has led to many office buildings in south sast regional
locations, Worthing being a good example, being converted 1o residential use under Permitted Development
Rights since this was introduced in 2013. In conirast Brighton & Hove City Councll have adopted the use of
Article 4 direclions as a mechanism to praserve office floorspace, reflecting the fact that the City continues to
have a robust office market. From March 2020 to February 2021 there will litfle activily in the Brighion offics
market much like other larger centres, but more recently interast lgvels have increased and oocupisrs arg
viewing offices again. In terms of rents and lease Isngths, these havs not been impacted by Covid-19, rather
it appears there was just a pause on activity as opposed to weakened lease terms. Qutside of the larger
centres like Brighton, office demand remains very low.

Other than in Brighton, large strategic office relocations into the regicnal marketpiace have not occurred during
last 20 years. We consider that this frend is unlikely o change and that, to the extent any such inward
relocations do occur, they will be confined only 1o Brighton.

With respect to Businesses uses generally, these follow the same trend and, with the exception of large-scale
storage and distribution uses associaied with ‘last mile’ delivery services which demand much larger sites than
at Toddington Lane, the market remains very flat which in our view is unlikely {o change in the foreseeable
future.

SHW have observed that when an cccupier of 5,000 sg it or more seeks 10 reiocats, they tend 1o do so within
two miles of their current location, thereby minimising disruption io their employees, customers and supply
chains. Companies that have a wish or need to relocate may do so in pursuit of lower occupational costs
associated with second-hand buiidings in secondary locations. However, In many instances the imperative of
recruiting and retaining suitable, high-quality staff takes priority. Occupiers therefore tend to focus their search
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on established commercial centres, specifically those thatl are well supported by high quality higher and post-
graduate education provision, thereby giving access to a pool of graduates and gualified individuals.
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increasing, not least because the border between private life and work were becoming ever more blurred.
Covid-19 has intensified this further, not only by improving IT allowing individuals to efficiently work from home,
but also breaking down culiural barriers making it more widely accepted for people 1o be trustad o work from
home sffectively.

As we come out of lockdown busingsses are looking at both how their staff want to work going forward and
what is required for the business io remain successful. There has been a ot of press coverage from major
companies about what their plans are going forward, these range drastically, from Goldman Sachs stating that
all staff are required to refurn to the office full time, fo Dropbox who are happy to remain viriual. The majority
are somewhere in between, opting for a hybrid model. At this stage there is still a lot unknown about the future
of the office and business generally, but the general consensus is thal companies will retain an office presence,
but stafi will continue to work 2 or 3 days a week from home. f this remains the case, it will follow that office
occupiers’ size requirements will half.

Pre Covid-19, employers ware already having to fry and achieve compestitive financial advaniags by providing
their workforce with a high-quality workspace environment with exceptional locational atiribuies. As we come
cut of Covid-18, emplovers arg having o work even harder to entice their staff back to the office for
collaboration time.

Typically, the atfribuies required are only available in established major commercial centres. They include
factors such as:

*  Access o good quality amenities (retail, restaurants and leisure)
s  Excellent public transport

s High specification buildings to include air-conditioning, full accessed raisad floors, shower and
changing facilities and secure bike storage. In out of lown locatlions a very good provision of car
parking is a pre-requisite

s A building which is prominent to an arterial route or in a {fown/cily cenire

¢ Inthe South East regional context, direct ease of access 1o London

Post Covid-19, additional considerations ars:

e Air quality of an office — Occuplers currently considering offices in Brighton are asking for additional
information on how the air guality of the building is monitored. They want {0 see a system is in place
that can measure air quality throughout the day and make adjusiments as required. In addition, access
to ouldoor space is increasingly important for exercise and lunchtime breaks. Wa expect thase faciors
will be a requirement for all businesses going forwards

e ‘Fhght to Quality’ - Occupiers are considering taking less space than thay had pre-Covid-19 but bettar
guality space that atiracts their staff back io the office for collaboration time. This is resulting in
ococupiers looking at more expensive space but taking a lower guantum.

¢ Hub and Spoke — there is a lot of discussion over a hub and spoke model, this is not a new concept
but has become more prevalent dus io Covid-18. The concept is that there is a HQ office in a city
cenire with a number of spoke offices in regional locations.  iIn the past this concept has allowsed
employers to attract talent from multipie locations. With employess now sesing the beanefit of reducing
their commute, the theory is that employers will look to downsize their HQ offices in places such as
London and increase the amount of spoke offices they have in the regions. Howsver, they will still
need the spoke offices to be well connected and in town/city centre locations with proximity 1o
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component, well qualified workforce. itis anticipated that more companies will implement the Hub and
Spoke model as a rasuit of incraeasing fiexibility in working patterns, and alsc an increass in businesses
showing they are more sustainable.
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«  (Co-working providers — initially co-working providers suffered due to Covid-19 as the flexible nature of
the agreements were easy to terminate. In the latter half of 2020, occupancy of single memberships
or SMEs increased as people were tired of working from home by themselves. Looking forward it
appears more established companies are taking space in Co-Working spacs, taking a flexible, shor
term agreemsnt whilst they monitor their new working patterns and decipher how much office space
they need in the long term. in addition, occupiers looking at taking office at larger office schemes are
asking what co-working provision the scheme has, with the view that they will take less space on g
iong term lease now and if they need to they can top up with additional space in the co-working offering
within the scheme if necessary, and can benefit from the use of additional meeling rooms on an ad
hoc basis.

¢  Flexible working practices were very much becoming the new norm pre Covid-19, they have now been
expedited, and will be a key component of recruiting and retaining the best employses. Such flexibls
working is typically affording occupiers the cost savings of being able to take 20% less space than
they did five years ago, as they plan only for daily occupational need, rather than a need v provide a
workstation each day for every employes. We predict that we will see size requirements decrease by
al least 20% going forward as more companies use the hybrid working model.

Littlehampton’s largest office use occupier is The Body Shop/ Naturg & Co. Ctherwise the office market is
largely characterised by smailer ‘focal’ companies having limited spatial occupational needs. Most office
occupiers are in the town centre in smaller units, often above relail frontages or in converted houses. There
is little purpose-built office stock but, notwithstanding this, the available space has met and continues o meet
the demands of local occupiers and at rents which, by virtue of the modest quality of the stock, are affordable
in the local context. Typically, occupiers require accommodation of circa 1,000 sg fi or less and this demand
is being fully met. Historic commercial considerations, essentially of financial viability, have been such that
speculative office development has never been a feature of the Littlehampton market. There are no office
buildings in the town or its environs that have been developed on a speculative basis and we do not anticipate
that this wili change in the future particularly in the light of the above,

b

The Body Shop/Natura & Co presence in Littlshampt

original Body Shop business, who lived and grew up in the area. it is unlikely that the business would ever
have based itself in Littlehampton if it wers not for that connsction. The Body Shops continued presence in
the town is potentially at risk given the company’s development of a new European distribution cenire in
Frankfurt and the possible impacts of the final Brexit trade deal negotiation.

Fittleworih Medical occupy a recently completed 15,000 sqg i building located on the edge of the fown and
constifute its only other substantial office use occupier. They and the Body Shop aside, local office use
occupiers are fypically operating from small suites of accommodation of a very much smalier naturs.

Both the Body Shop and Fitlleworth buiidings incorporate anciilary uses rather than being pure Office space.
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Such demand as exists for office accommodation within Littlehampton is at the smaller end of the scale and is
typically required on flexible lease terms.

During 2019 the Office Agents Society {(a national trade body that facilitates co-operation amongst its members
with the circulation of available properties and active cccupier requirements) failed to identify any office
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requirements within the town or its surrounding area. This followed the same reported patiern of absent
demand as existed in 2018 and 2017.
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The only noteworthy office activity locally during 2017 was the completion of Fittleworth Medicals new facility,
albeit that was the relocation of an existing local business, not a new/incoming requirement. Significantly,
Fittleworih’s move made available to the market their former 10,000 sq fi office premises at Hawthorn Way,
Litlehampton. Notwithstanding that those premises were aclively promaoted in the market, both for sale and o
let, they failed to attract any occupier interest. The property qualified for Permitted Development Rights o be
converied to residential and a developer has purchased the site with this intention. The property sold in
December 2018,

In April 2021, Brierley & Co issued a requirement for a confidential client of 50-70,000 sg ft. Their search area
is wide covering the Sussex coast with specific target towns of Brighton, Chichester & Worthing, with active
consideration also given to Mid -Sussex & East Hampshire locations. Their timing is for Q1/2 2023 and they
have siated they would prefer a town centre location with excellent road and raii connectivity which the siie at
Toddingion does not benefit from and therefore is not appealing o the occupier. We are not aware of who the
requirement is for, but we have been informed that they currently operate from three offices within the search
area and are looking to consolidaie into one office. They have shortlisied a few options including the Edward
Street Quarter new build in central Brighton but so far no decision has been made. We remain of the firm view
that the site at Toddington is not appropriate. Compounded by the fact that it is effectively blighted by the
construction of the bypass which requires the use of Sites A & B as a construction compound which means
that the site will not be available for development until af least March 2023.

Currently thers is up to 2,388 sg i of office accommodation available at the Old Customs House, Wharf Road,
Littehampton and 1,343 sq  at anchor Springs, Duks Strest. The balancs of the available office floorspace
comprises of serviced accommodation located at the Arun Business Centre or at Courtwick Lans, the
availability of which fluctuates given the flexible nature of the licences in place. As of May 2021 there is 205
sq fi in one suite available at Arun Business Centre and 3,408 sq ft over ten suiles available at Courtwick Lane.
At Arun Business Centre we understand that it is unusual for the property to be fully let and at Courtwick Lane
the property is approximately 70% let. Rental levels at both are on an all-inclusive basis and will vary
depending on availability and the length of agreement. An all-inclusive figure for serviced office space in
Littlehampton is approximately £20 psf. For a workspace rather than private office it is £100 per person, per
month.

Whilst the current availability of office space appears limited, the frend position suggests that it is adequats in
the context of both current and likely future demand side conditions. We believe this to be the position on both
a quantitative and qualitative basis. In the event of an uptake in cccupier demand we anticipate that this wouid
be readily met by the current stock of available space.
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By virtue of the moribund state of the local office market there is a paucity of rental evidence available. Office
space at the Old Customs House is being marketed at £10.46 psf and at Anchor Springs is £8 psf. Other
lettings have been on an ail-inclusive basis. We consider £8 - £12 psf 10 be the market rent on an exclusive
basis.
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Aside from the subject site, the Arun Local Plan (2011-2031) identifies the
smployment aliocations:

» Courtwick lang, Littishampion: 42,000 sg fi
» Land North of Water Lane, Angmering: 65,000 sqg ft
» Salt Box, Bognor Regis: 126,600 sg it
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o Rowan Park, Bognor Regis: 48,000 sg ft
o Clidiands Farm, Bognor Regis: 94,000 sq ft
o Former Lec Airfield, Bognor Regis: 34,000 sqg ft

Looking forward, we do not expect 1o see the demand side characteristics of the Littiehampton office market
being subject to significant, if any, positive change. Given the historic local frend position and the increasing
polarisation of large-scale office occupiers towards major centres such as Brighton, our expectation is that
office demand within Littlehampton will, at very best, remain of a parochial nafure and that it will be satisfied
by existing supply.

Quiside of Brighton, large scale office user relpeations within the Sussex coastal area have been conspicuous
in their absence for many years. The Body Shop asids, Litiehampton has no track record of atiracting major
inward invesiors, least of all within the office sector. We consider it highly unlikely that there will be any inward
relocation by a large-scale office user info the area within the foreseeable {uture.

it is likely that The Body Shop will relocatls their business entirely out of the Littlehampton site at their lease
end in June 2026. This would release a large amount of B1 business accommodation (including significant
office space) into the local markeiplace. That would creale a major oversupply with consequential negative
commercial implications, including depressad rental levels, further damaging viability calculations. For so long
as any such risk exists, it will have a significant negative effect upon the decision making of any developer
and/or funding institution whom might otherwise be minded 1o make an investment in 1o the area.
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Worthing is the next closest commercial centre io Littlehampton, located approximately 8 miles to the east. lis
office rnarket has similar characteristics to that of Litlehamplion, albelt its scale is somewhat grealer, refiscting
the towns larger and more established business community. Major office occupiers within Worthing include
the HMRC, Equiniti, Southern Water and the NHS. Historically the town has a track record of securing inward
invesimant on g large scale, including Nissan and Daswoo, albeilt both of those businesses have since ciosed.
Moving further east there is limited office activity until Brighton and Hove. Towns such as Lancing, Shorsham-
by-Sea and Porislade all have some limited activity on a localised basis but are considered office locations.

Brighton and Hove are the primary established office locations on the Sussex coast. This is an afiractive
location for employers 1o base iheir business and for a varisly of reasons. Hisforically, large corporates such
as Bupa, American Express, Kimberly-Clark and Legal & General located in Brighton due 1o the large poot of
potential empioyees from the two Universities (Brighion has one of the highest raies of refention of students -
i.e. students who study in Brighton often choose to stay and seek employment once their siudies are complete)
along with the fact that the city has a higher than average percentage of bi-lingual people in the population,
which is useful for international call-centre {acilities.

Brighion is an attractive place 1o live making it easier for an employer to recruit and retain good qualily stafi
who may be willing io relocate 1o the City. The transport links to London in less than one hour and Galwick
Alrport in 30 minutes are also significant pull factors. Today Brighton has become home to a growing number
of employers in the tech, gaming and media sectors who tend to invest in thelr workspace and are willing to
agres 10 increased rents in ordser 10 secure good quality space albeit, as discussed earlier in this report,
ocoupiers are ingreasingly taking less space per parson as most now work in more agile and cost effactive
fashion.
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The below table shows the major occupiers from Worthing to Brighton:

Worthing

Southern House Bouthern Water a0.000 s 1
90,000 =g it

Focus House, Ham Hoad Facus Groun 25000 sg it

City Park 8 Liovds T5R 50800 sa ft

Brighton

Mictory House, Trafaigar Pigeo kot Mobonald 40000 s0 f

Napier House Trafalgar Piace The Pensions Beguialor 40,000 sa

Latichester House, Trafalgar Flace Kimberiv-Clark 15000 sg 1t

Brinell Building, Station Sireel Unity 35000 sq i

The recent letling to the NHS in Worthing at Wicker House and Eagle House was at a rent of £13.66 psf, the
highest rent in the town. Contrastingly the recent letling to Unity in Brighton is at £32 psf and this is now
considered reversionary (Le. at a figure less than the current markat rent).
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The table below shows current availability between Worthing and Brsgh?on.

There are currently fifteen buildings available of 5,000 sq ft or more, twelve of which are in Brighion, the larger,
established commercial centre.
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Within Brighton not all of the available space is located in the cily centre, nor would all of it be described as
Grade A.

Looking forward there is 30,000 sqg ft under construction at Circus Street in Brighton and a further 110,000 sg
ft consented for at Edward Sireet Quarter where construction started December 2019,

BRIGHION ClIY CENTRE

Loes House, Dyke . Avallable for immiadiate - Office space In two suites. Recently refirbished 1o provide
Road. Brighton oocupation new MG,

Harningions i Avallabie forininediate Hefurbished offices over 3 floors, providing new AL
Hiuntington ooctpation
Houise, Brighton

Aspect House, : Available for immediate Uffice space over 2 tloots, close proXimity o the station,
Queens Boad, gectipation
Brightan

Available forimmediale Subrlease available on onefloor
occunation

Plhasx Praston ; Avallabie lorininerliate New build. part of enixed-ise schanie, fargely so-working
Sarracks space.

comiHousa, B Avaitabie forimmediate Returbished space onoutskirs lowertent.
Prasion: Boad: otctipation
Brightan

WORITHING
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Cannon Hotge, 5,526 Avazilable for immeadiate Linrefurbished space over 4 fioors
Chatsworth wad, gockipation
Wortning
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FPre Covid-19 the demand for office space in Brighton was strong and could not be satisfied with current
availability. In 2020 there was a pause on activity with no lettings in excess of 5,000 sq ft taking place between
March 2020 — November 2020,  More recently enquiry levels have increased again and more occupiers are
actively viewing office space. Decisions are siilf taking a while 1o be made but indications are that the Brighton
office market is returning 1o pre Covid levels.

Some occupiers loakmg in Brighton will consider going further west if their requirement is cost sensitive and/or
urgent, however it is our experience thal occupiers will not locate further west than Shoreham-By-Sea.
Demand in Brighton is strong across both large and small requirements. At the smaller, and mores flexible end
of the scale, serviced office providers in the city report 100% occupancy. This level fell at the ouiset of Covid-
19 but soon increased again mid-way through 2020 when many individuals felt it was no longer practical for
them o work from home. In addition, some larger companies have been taking space in serviced offices for
20 people+ as they prefer the flexibility. This allows them to take time {o consider their working praciices in a
post Gavd 19 world, so they can make a betier judgement on how much space they will need in the longer
ferm.

At the other end of the scale, larger occupiers are taking their time io make long term decisions. This said,
active demand is at 250,000 sg ft and current availability is 350,000 sg f (and much of this is out of the city
centre/unrefurbished space).

Trend demand in Worthing has been limited in recent years, averaging 10,000 sg ft per annum. There has
recently besn a significant letling to the NHS at Wicker House and Eagles House which has led io take-up for
2019 being skewed above the average annual figure. The HMRC have agresd 1o take a lease on a circa
80,000 sq i office building at Teville Gate, Worthing. Construction has commenced with completion anticipated
in 2021, The HMRC are vacating their existing 200,000 sq it of offices in Durrington which has been earmarked
for 340 new homes and a cars homs facility. Coupled with a partial relocation to East Croydon, this move
repraesents a net 110,000 sg ft reduction in office cecupation within the town.

The Office Agents Society identified just one requirement of 15-20,000 sq ft for Worthing during 2019. in
contrast it identified ten requirements for Brighton during the same period. Our records show office demand
in Brighton for 2018 at 225,000 sg #t, and current demand in 2021 is at 250,000 sqg fi. Localised demand in
Worthing is limited with the majority being for smaller requirements in the 500 - 2,000 sq fi bracket. In Lancing,
Shoreham and Porislade, most of the demand is from local businesses who want to live and work in the same
area.
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Rental levels differ greatiy between Litllehampton to Brighton. Over the last 10 yvears fop rents in Brighton
have increased by approximately £10 psf from £21 psf 1o £32 psf whereas oulside of the city centre and west
along the coast, rents have remained stagnant. Moving west from Brighton rents continue 1o fall; in Porislade
and Shoreham-by-Sea, top renis are at circa £16 psf, Worthing rents are at circa £13 psf and Litllehampton
circa £10 psf.
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The highest rent that has been achieved in the Worthing to Litlehampton area was a letling at Wicker
House/Eagie House io the NHS of circa 5,000 sqg ff at £13.66 psf. The lease was for a ten-year term with a
break at year five.

Prime rents, albeit for refurbished Grade B space {there is no evidence of letting on Grade A space), remain
static at circa £13 psf. Occupiers have become accustomed to renis at or below this level and unlike in
Brighton, there is no evidence o suggest that they would be prepared 10 pay more, even for substantially
refurbished or even new accommodation. We assess that there would be substantial resistance from occupiers
to pay rents in excess of £14 psf in Worthing or Litllehampton, even for a new build office.

Outside of Brighton ity centre demand significantly drops away and this is refiected in the renis. Al Preston
Park, the office rental levels are fairy static at £16 - £18 psf, which is dramatically iess than the cily centre
where rents in excess of £30 psf have been consistently reached. For new build stock in central Brighton,
rents of £35 psf are being quoted and occupiers actively engaging at this level.

A schedule of recent lettings of office space over 5,000 sq ft between Brighton and Worthing is shown below:

ZRIGHTON GITY GENTRE

The Brineli Buliding 53" aind SHaip T0:vear lpase, £30:50 pst
WMay 2019

1he Brineli Building 1.4
flogrs

QRO Queens Boad, Natural Motion 10 vear leage with 8 break
Brignton al veor fve £28 psf
dantiary 2018

Qvearifenss bregka
13,60 puf 200,000 ber
Annum

Crescent House, Ground : Carpenter Box Lid 7 yeat lease at a rent of
Eloor Noith £10pef, Aprl 2018

Top headling rents in Brighton are currently at £32 psf on lettings over 5,000 sqg ft with rents of £35 psf being
achieved on smalier Grade A space. Occupiers are signing un-broken 10 year leases with litlie rent free
periods. This makes it feasible to speculatively build office space, the below ouilines speculative office
schemes that are either completed or under consiruction:
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Edward Street Qua 3, Constiuction started Dec 2019 pan of
a mived use scheme to include 168
tesidential gnitz and 40000 sg:taf
retailicisure

85,000 ¢ oft Built- 2019, alllet 8 moniths prior 1o
nractical comipletion. Top rent of 232
osh
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in Brighton the Caty Plan recommends 1.2m sqg ft of B4 c:fﬁce space is provided by 2030. The following sites
have been aliccated:

. Edward Street Quarter: 110,000 sq ft {planning consent granted)

. Church Street / Portland Street Site: 30,000 sq ft (planning consent granted)
. Sachville Trading Estate: 50,000 sq

. Toads Hole Valley: 270,000 sg #

. Patcham Court Farm: 65,000 sg fi

. Hove Station: 10,000 sqg ft

. Lewes Hoad: 167,000 sg ft

. London Road + New England: 200,000 sq fit

. Brighton Marina: 20,000 sqg ft

. Shoreham Harbour: 80,000 sg i

This provision of 1.2m sq ft reflects 25% of {otal built stock and as we will identify, there is unsatisfied demand
in Brighion and a 25% increase in office stock which is purpose built would be well received.

For the reasons already discussed, all of the sites identified in the Brighton City Plan would be considered by
an office cccupier to be highly preferable to locations such as Litilehampton or Worthing.
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SUROSES
The supply and demand szde characteristics of the office market are significantly poiarised across the Sussex
Coastal area.

The Brighton market enjoys buoyant demand across all categories of office accommaodation (i.e. second hand,
refurbished and new) with it baing repeatedly demonsirated that occupiers ars prepared 10 pay premium record
rents for good quality newly buill ficorspace. Speculative development has become commonplace and is
expacted o continug. As one moves in a westerly direction demand and rents fall, such that in Worthing annual
take up is averaging just 10,000 sqg # per annum and rents are at best no morg than 40% of those being
achisved in Brighton. Speculative development is not being undertaken and in recent years a large amount of
the town’s office accommodation has been converted into residential use. The gradient of both demand and
rents falls further at Littlehampton where the market is o all intent moribund, with both supply, demand and
rental levels all being static. Littlehampton and its locality have never served as an office location and it is
uniikely that this will ever change.
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The poor state of the office market across the Worthing to Littlehampton area and the low levels of demand
has been increasingly evidenced by all of the following sites and large-scale buildings failing to find an office
occupier, this despite significant market exposure.
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The office sites and buildings offerad to the office market in the last 20 years and which have failed 1o atiract
ocoupier interast in their use as offices include:

s The Warren, Worthing: 120,000 sq fi no office demand, converted 1o Educational use.

. Columbia Building, Columbia Drive, Durrington: former Nissan HQ 36,000 sq # being converted {o
residential via PDR, the initial sirip out has taken place with further works due to start early this year.

. Westmoreland House, Durrington: former VOA office, 30,000 sqg ft converted to residential via PDR

. The Causeway: 70,000 sg ft, failed fo affract an office occupier despite a significant marketing
carmnpaign, converted and redeveloped to residential.

. MGM, Heene Road, Worthing: a 40,000 sg i office that failed 1o aftract an office occupier despite
significant marketing, now residential.

. EDF, Southdownview Road, Worthing: 50,000 sq ft office that failed io atiract an office ocecupier
despite significant marketing campaign, now being converied {o residential with a PC date of April
2020.

. Highdown Business Park, Worthing: Up 1o 200,000 sq ft marketed (o office and employment uses over
many years but only demand from D1 Health and Fitness, land sold 1o David Lloyd Fitness Cenire.

. Land North of Northbrook College, Titnore Road, Worthing: 200,000 sqg ft allocated for employment

use, now in Hospice use.

Contrastingly in Brighton, when an office building with vacant possession comes on the market and gualifies
for PDR, they are markeied both to residential developers and office invesiors/occupiers. In our most recent
experignce, an office owner occupier or office investor have been prepared 0 pay a higher figure than a
residential developer.

in Brighton & Hove, the office market is strong with rents rising substaniially year on vear, with the exception
of 2020 when there was a pause on activity due 1o Covid-18.  Office availability is at just 7% of total stock
{4.8m sq 1} and the demand oulweighs availability leading to rising rents and lower tenant incentives.
Availability has incresased in ths last 12 months however this is due to both new consiruction (Circus Street
and ESG make up for 40% of current availability) and some occupiers putling grey space on the markst. It
would take something quite subsiantial for availability levels 1o rise to such a level that outweighed demand
and resulted in reduced rents and hsighienad incantives offered to tenant.
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$.% FINANCIAL ARGETEMENT

The residual development appraisal set out below is prepared in respect of a hypothetical 30,000 sqg # office
scheme assumed to be constructed on the T & L site. There is no evidence as to what level of rent might be
achievable for a new office building in Littlehampion and for the reasons discussed above it is not believed
that any demand for such a building exists or will exist. However, and for the purpose of the exercise, a rent
of £16 psfis being applied.

Value Rent Yield

Rent & Yield £16 per sqg it 8.00%

Buiiding Value (persq it £200

Quantity

Buiiding Value 30000 sufi@ £200 £6,000,000
Less

Buyers Costs 5.00% £300,000
Net Receipts £5,700,000
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SHW, Lees House, Dvke Road, Brighton &\M
Costs
Building Cost M2 /£ M2 33,000 sqft@ £220 £7,260,000
External Works % of build cost 10.0% £726,000
Fees % of all construction 12.0% £958,320
Marketling & Sales (% of valug) % of Building Valus 3.0% £180,000
Other Costs (% of build costs) % of build costs 3.0% £217,800
Buiid Finance (Years / Finance Rate) 1.00 Years @ 7.0% £326,974
Void Finance {Years / Finance Ratg) 1.00 Years @ 7.0% £676,837
Developers profit (% of cost) 15.0% £1,551,890
Total Costs £11,897,820

Land Value Realised at Sale

The above illustrates that even at a rent in excess of the current headling rent for Littlehampton, an office
development of the site is not financially viable, and this would be the case irrespective of whether the building
were larger than the assumed 30,000 sq ft or smaller.

To encourage an investor to fund a developer to construct an office building speculatively, the probability of
an early letling or sale of the completed scheme is an essential prerequisite. Such a prerequisite would not be

available within the Littlehampton market arena.

The most recent speculative new builds have been in Brighton at City View and the Brinell Building. At City
View rents of £27-£28 psf were achievaed in 2016, and more recently in June 2019 the Brinell Building reached
Practical Compistion and rents of £32 psf have bsen achieved. On the back of thase Isttings developars U&l
and Firstbase have commitied to further speculative in the city. The top rents in the Worthing — Littlehampton
area are circa £10 - £13 psf and the attached appraisal highlights that at this level a speculative or otherwise

office buiid is not viable.

We are of the opinion that rents of at least £28 - £30 psf would have to be reasonably envisaged by an investing
developer in order to make a development viable and atiractive to a developer. For an occupier taking space
at Toddington they are likely to have an acquiring agent who will advise their client on the recent lgitings in the

nearby area and as such renis at this level are highly unlikely 1o be agreed.
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Qwner occupiers are not necessarily driven or constrained by the same judgement as a speculative developer
and can, for operational reasons, choose 1o accept that the aggregated land, construction and finance costs
of a construction project will exceed its end valus. Achieving profit from the deveiopment is not necessarily the

primary objective.

However, in the case of Littiehampion, the degree of disparity as between end value and

construction cost is so great that even the most impassioned occupier be unabie o justily locating 1o the area.
The downside rigks associated with securing a suitable workforce, never mind selling or istling the building if
ever it became surplus 1o needs, would be too great.
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Serviced office providers have been expand

predominantly in city cenire locations especially London. Brighton has been a target for several operators who

currently only have a London UK prasence.

Currenily only Regus has a pressnce in the City and thsir

compstition comes from local providers. Operators such as WeWork and The Office Group have lockad at
buildings in Brighion but have not been abis to make a positive case on financial viability. Post Covid-18 the
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majority of serviced office providers will only take space on a management agreement rather than a traditional
lease. A management agreement, broadly speaking, requires the landlord to take on more of the risk and io
contribute fo the fit-out. They benefit if the serviced office performs well but if unsuccessful, the landiord could
be left with no rental income.
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In our opinion itis highly unlikely that a serviced office provider would be willing to consider locations along the
Sussex coast ouiside of Brighton and in the case of Littlehampton financial viability would be a major
consideration for any such use, both in terms of occupancy levels and set up cost such that it would not be
attractive or viable.

BizSpace do tend fo take properties in locations outsides of city centres, normally in older properties rather
than new builds. They already have a Littiehampton centre which is not fully occupied (currently approximately
70%, generally speaking operalors would not look 1o open ancther centre until consistently over 90%
ocoupancy), and it is unlikely they would commit 1o another site in a similar location with vacant space on their
ledger, and other competing operators would become aware of this in their research.

b

funding source (equity or debt, or a blend) it is necessary {0 show a viable financial
mpton would not be possible.

in order to access
businass case whic

=
=5
-t
=
w
]
8
w
o
o]
I
—
-
-
o
o
oy

@ N T .
S8 OOMNDLUSKHON
oF o} F T Tao® § W [ B RS IRE IR

From the foregoing commentary, the following conclusions can be drawn:

+ To the exient that new office development or businass uses generally are being undertaken, ba it on
a speculative, pre-let or occupier led basis, it is now focused at major established commercial centres
or established business parks situated adjacent to primary national infrastructure. Littlehampton fails
to meet either of these criteria and it is never iikely to do so. Furthermore, it is our view that the site is
unsuited to general industrial, or storage or distribution uses due o its size, location and also the likely
aspirations of the Council in delivering a high-guality development at this important entrance to the
town,

¢ In recent years thers has been a paucily of demand for office accommaodation within the Sussex
coastal area outside of Brighton. The trend has been for office buildings to be converted to residential
use and this is not anticipated o change.

¢ Office demand within Lillehamplon is very limited and 1o the extent that it exisis, it is being met by the
stock of available space.

¢ Littlehampion has failed o attract inward investment from within the office sector. This trend is not
anticipated to change due 1o the town’s location and demographics. Further there are no significant
office occupisrs within the town or its wider arga who are likely to wish to relocale within the
foreseeable future.

¢ A new build office scheme would need to achieve a rent in the order of £30psf in order to achieve an
accepiable level of financial viability. Such a level of rent along the Sussex coastal area is only
achievable within Brighton. A rent of £30psf would be at a multiple of approximately three times the
level of rent that has been achieved to date in Litilehampton.

s In the past year Covid-19 has had a significantly detrimental impact on the UK office market, further
depressing activity in the majority of locations and we anticipats this is unlikely {o change inthe case
of Littlehampton

In our view there is no reasonable prospect that the site will afiract an office occupier or a B2/B8 developer,
and certainiy notf at a level that a tenant would be required pay 1o justify building new office space.
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Yours Sincerely

Emma Ormiston MRICS

Fartner

For and on behalf of

Stiles Harold Willlams Partnership LLP
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