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STAG BREWERY 
INTER-RELATIONSHIP BETWEEN FVA AND LOCAL PLAN VIABILITY ASSESSMENT 

Council officers have undertaken a comparison of appraisal inputs in the Stag Brewery site-specific Financial Viability Assessment (‘FVA’) to the inputs that we applied in our Local Plan Viability Assessment (April 2023) (‘LPVA’).  

We would draw attention to paragraph 2.4 of the LPVA, which notes the following: 

As an area wide study this assessment makes overall judgements as to viability of development
within the London Borough of Richmond upon Thames and does not account of individual site
circumstances which can only be established when work on detailed planning applications is
undertaken. The assessment should not be relied upon for individual site applications.

The inputs to the Stag Brewery FVA have been arrived at through negotiation between BNPPRE and Carter Jonas (the Council’s advisors) and reflect the respective professional judgement of both firms, having regard to appropriate available evidence.  

We understand that officers are broadly satisfied with the inputs but have raised concerns regarding sales and marketing costs.  The assumptions in the FVA and the LPVA are summarised in Table 1.  

Table 1: Sales and marketing cost assumptions 

	
	Stag FVA 
	LPVA

	Residential marketing
	2% of GDV
	1.5% of GDV

	Letting agent’s fees 
	10% of first year’s rent 
	10% of first year’s rent 

	Letting legal fees 
	5% of first year’s rent 
	5% of first year’s rent 

	Sales agent fee (residential) 
	1% of GDV 
	1% of GDV

	Sales legal fee (residential) 
	£1,250 per unit 
	0.5% of GDV 

	Sales legal fee (commercial) 
	0.5% of GDV 
	0.5% of GDV 


     
As can be noted, the only differences between assumptions in the two reports are Marketing and Sales legal fees.  

The total sales and marketing budget in the FVA is therefore 3% and the LPVA is 2.5%.  This difference is justified for the following reasons:  

· There will be over 1,000 units to market at Stag Brewery.  This volume of units will be marketed over a lengthy period of time and this will have knock-on implications in terms of the costs incurred for on-site sales staff.  

· The scale of units tested in the LPVA is very different to Stag.  22 of the residential schemes in the LPVA provided 100 units or fewer, many of which will be marketed from a local estate agent’s office, which would negate the need for an on-site sales and marketing suite.  

· The largest scheme tested in the LPVA was 600 units, 50% of which would be affordable, leaving only 300 market units to dispose of.  This is less than one third of the volume of units to be marketed at Stag Brewery, resulting in a shorter marketing period, with a commensurate reduction in the length of time over which on-site sales staff will need to be employed.

These significant differences justify the 0.5% differential applied to the marketing budget applied in the Stag Brewery FVA.

We also note that the sales legal fee applied to Stag Brewery is lower than the assumption in the LPVA.  When the total sales and marketing budgets are considered in aggregate, the total amounts are very similar, as noted in Table 2.  

Table 2: Comparison of aggregate sales and marketing budgets 

	
	Stag FVA assumptions
	Borough wide FVA assumptions

	
	% applied
	Cash amount
	Profit on GDV 
	% applied
	Cash amount
	Profit on GDV

	Marketing 
	2.0%
	£17,366,996
	10.39%
	1.5%
	£13,025,247
	10.48%

	Sales agent 
	1.0%
	£10,014,374
	
	1.0%
	£10,014,374
	

	Sales legal 
	£1,250 per unit
	£1,288,750
	
	0.5% of GDV
	£4,773,793
	

	Totals 
	
	£28,670,120
	
	
	£27,813,414
	



There is a modest net reduction in the total sales and marketing costs when the LPVA assumptions are applied, but this difference has no material impact on the overall outcome of the FVA.  




BNP Paribas Real Estate
10 January 2024     
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